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CHAPTER I 

THE PROBLEM 

Purpose of the Study 

The objective of this study is to develop a new measure of organi­

zational effectiveness. New measures are required because of increased 

usage of the systems theory paradigm without the commensurate develop­

ment of appropriate measures. Much current research purports to be 

based on systems theory, yet the methodologies and measures employed in 

the research do not flow from the assumptions of systems theory. In or­

der for systems theory to continue to be used in organizational research, 

new measures must be developed. This study, then, seeks to create these 

new measures. 

In evaluating these measures, it will be necessary to evaluate the 

results that would be obtained if past measures of effectiveness were 

employed. These would be compared with the results culminating from the 

use of newly created measures. Finally, it will be necessary to point 

out how and why the results are different. It is important to recognize 

that this study is not questioning the legitimacy or validity of utiliz­

ing previous methodologies for measuring organizational effectiveness. 

They have their strengths and their limitations. However, if systems 

theory is to be accepted and utilized as a theoretical model for ex­

plaining and predicting organizational functioning, then these measures 

may not be appropriate and new measures must be developed. Or,. it is 

1 



necessary to show that these measures are consistent with systems 

theory-based measures. 

Need for the Study 

The need for this study is basically twofold; first, to meet a 

2 

theoretical need, and second, to meet a pragmatic one. The theoretical 

need is portrayed by Price~ when he discusses the appropriate approach 

for studying organizational effectiveness. He states that there have 

been two primary approaches utilized in the past. The goal approach, 

which defines organizational effectiveness in terms of the degree of 

goal accomplishment, was the first used. Laber, the systems resource 

approach was employed. This approach evaluated effectiveness in terms 

of resource procurement. Neither approach has resulted in general 

measures. Hence, he calls for further study of the issue, and argues 

that the new studies should present systematic data revealing the va­

lidity and reliability of the measures employed in the research. 2 

Similarly, a recent article by Steers3 reemphasizes this theoreti­

cal need. After evaluating seventeen past research studies of organi-

zational effectiveness, he notes several limitations. The major draw-

back to the use of the measures used by these studies is the 

difficulty associated with selecting the appropriate evaluative cri­

terion. Past criteria have been unstable, difficult to quantify, 

situation specific, and constrained by the time perspective being em­

ployed by the researcher. When multiple criteria were utilized~ it was 

impossible to resolve the conflict between the mutually exclusive di­

mensions. Another drawback has been the lack of theoretical relevance 

of some of the models which were utilized as a basis for the studies. 



Finally, he notes that there has been an absence of studies which com-

bine both the macro and micro perspectives in attempting to understand 

4 
and predict organizational behavior._ 

Steers goes on to argue that systems theory may well provide the 

greatest opportunity for understanding organizational functioning and 

predicting effectiveness. This is made clear by his statement, 11 ••• 

the more relevant models are those that attempt to develop integrating 

mechanisms by positing how such criteria affect or are affected by 

other variables •••• 115 It seems clear that Steers is calling for the 

development of measures of organizational effectiveness which are con-

sistent with the tenets of systems theory. To understand more fully 

3 

how new measures will be of benefit, it is first necessary to introduce 

the concepts of systems theory. 

Current organizational research and theory views organizations as 

social systems. Further, researchers employ systems terminology and 

"_systems methodology" in their attempts to understand and predict an 

organization's actions. The application of general systems theory to 
, 

organizational theory views organizations as existing in a hierarchy of 

systems. This implies that the organization is made up of smaller sys-

terns while concurrently being itself a part of a larger system. This 

larger system, with which the organization must interact, is called its 

~i.J;:QQ:r.l!~_!lt. The interaction process is one of exchange. The organiza-

tion obtains resources from its environment, transforms these resources 

into an output which is valued by the environment, and exports these 

outputs to the environment in exchange for more resources. As long as 

the organization is able to exchange this generated output, it is pre-

dieted that it will continue to survive. It is likely, however, that 
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the inputs required by the organization could be transformed into other 

forms of output. Should these other types of output become more greatly 

valued than the outcome which the organization is currently generating, 

the firrn faces a major decision point. The firm must adjust its trans-

formation process, or create added value in the minds of those currently 

in their environment for the output currently being produced. Or, the 

firm might use some combination of the previous two methods. The al-

. . f . . 6 ternative is to :_J!!:::.~- extincti.Q1t as a system. 

The systems approach appears to be the mode of thinking currently 

permeating organizational research. Yet the measures of organizational 

effectiveness being employed do not have systems theory as their basis. 

Profitability may be the best evaluative criterion that could be used 

in certain ~ituations. For instance, when the object of the research is 

to understand or predict efficiency of operation or worker productivity 

or similar easily quantifiable problems, profitability may well be the 

most desirable criterion. However, when the research objective may not 

be so easily quantified, profitability may not be as appropriate. For 

instance, the use of profitability has been relatively unsuccessful in 

predicting appropriate structural considerations, environmental re-

lationships, and other organizational dimensions of interest to theor-

ists. It is, however, these types of dimensions that are of most 

interest to the organizational theorists~ This study, then, ~eeks to 

meet this need; the ~reation of valid and reliable measures which are 

more suitable to the more macro concerns of organization theory. Fur-

ther, these measures will be in balance with the .§..YStems theory per-

.§l>ective. In sum, the study does not reject the profitability criterion. 

However, it does reject the notion that the profit criterion is 



universal. Further, profitability is not the only acceptable measure 

of organizational effectiveness.' 
.J 

The pragmatic need which this study fulfills applies primarily to 

5 

the organizations actually included in the study. However, there is no 

reason why other organizations could not profit from the findings as 

well. It is hoped that the study will provide information which will 

help the organizations become more aware of their environments. With 

this awareness should come the opportunity to become more effective. 

If these new measures are valid 1 reliable, and more realistic, it would 

make sense for other organizations to seek to incorporate the findings 

into their situation. 

Organization of the Study 

This study is divided into six chapters. Chapter II is a review 

of the past attempts of measuring organizational effectiveness, and an 

evaluation of those attempts. Chapter III is the presentation of a 

model which is consistent with the assumptions of systems theory. 

Chapter IV contains the methodology that is employed to evaluate the 

model. Chapter V reports the analysis of the data which was collected. 

The final chapter,. Chapter VI, summarizes the study and presents some 

conclusions and reconrrnendations for further research. 



FOOTNOTES 

1James L. Price, 11The Study of Organizational Effectiveness," The 
Sociological Quarterly, XIII (Winter, 1972), pp. 3-15. 

2Ibid., pp. 12-14. 

3Richard M. Steers, "Problems in the Measurement of Organizational 
Effectiveness, 11 Administrative Science Quarterly, XX (December, 197 5), 
pp. 546-558. 

4Ibid., pp. 552-554. 

5Ibid., p. 554. 

6 
Fremont E. Kast and James E. Rosenzweig, Organization and Manage-

ment: A Systems Approach (New York, 1974), pp. 101-123 • 
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CHAPTER II 

REVIEW OF RELATED LITERATURE 

Introduction 

There are two purposes of this chapter. First, past studies of or-

ganizational effectiveness are reviewed. These studies are grouped into 

four categories, based on the criteria which they utilized to evaluate 

organizational effectiveness. The first group, labeled the traditional 

or i::lassical theorists, hold that the effectiveness of an organization 

can only be assessed by looking at the economic profitability of an or­

ganization. The second group of theorists attempt to evaluate organiza­

tional effectiveness by looking at the morale of the workers and the 

leadership employed by the managers. 1 This group of theorists is re­

ferred to as.the behavioralists. The third group of researchers is 

known as multiple criteria researchers, because they attempt to evaluate 

effectiveness by using measures which combine the previous two ap-

pro aches. The final category of researchers has been labeled as par-

tial systems theorists. These researchers have come closest to sys-

terns perspective, but are still falling somewhat short of a total systems 

perspective in evaluating effectiveness. 

The second purpose of this chapter is to assess the adequacy of 

these past attempts at measuring effectiveness. Once these two ob­

jectives have been accomplished, a new model will be built in Chapter 

III. 

7 
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Previous Attempts of Measuring Organizational 

Effectiveness 

The Traditionalists 

The traditional theorists viewed organizational outputs from only 

one perspective, economic. This view is likely to have stemmed from 

their ,Packground in classical economic theory. Consequently, they re­

lied on a microeconomic model of the firm. ([hey attempted to develop 

methods which would maximize the productivity of the organization by en-

suring that the resources of the firm were employed as efficiently as 

possible. It was predicted that these methods would generate maximum 

profitability. It was assumed that when a firm was maximally pro­

ductive and efficient, maximum benefits would accrue to all parties. 2 

The owner-manager would receive handsome returns on his investment, the 

worker would maximize his earnings through piece rate incentive systems, 

and society would benefit as the firm turned out more products, spurring 

on the rest of the economy. In sum, the success or effectiveness of an 

organization was determined by its productivity) 

~uch a model implies a closed systems perspective. It ignores the 

relationship between the organization and the environment in which it 

exists~ This traditional or classical perspective is usually associated 

with the organization and management theory pioneers. However, many 

contemporary theorists have utilized techniques and approaches similar 

in many respects to the early writers. Their research relies heavily 

on this closed systems approach. (For instance, Mahoney and W-eitzel3 

developed a model of organizational effectiveness for units within man-

ufacturing concerns. They proposed that effectiveness was an ultimate 
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criterion for an organi'zation. However, such a criterion could not be 

measured unless ·some intermediate and immediate criteria could be 

specified and measured. Thus, they proposed 114 characteristics that 

are often considered criteria of organizational effectiveness. By em-

ploying factor analysis, the researchers discovered 24 relatively in-

dependent dimensions of effectiveness. Using stepwise regression, they 

discovered that the effective units within the manufacturing companies 

scored high on four factors. These factors, productivity-support-

utilization, planning, reliability, and initiative, generally would be 

associated with how efficiently the organization was run. Thus, managers 

of manufacturing organizations believe that in order for their firm to 

be effective,- it must be run as efficiently as possible. 4 

Similarly, in a research study conducted among British firms, 

5 
Child used two evaluative criteria, profitability and growth, in an 

attempt to model organizational effectiveness. He hypothesized that 

effectiveness may be dependent upon either universalistic or contingent 

criteria. Eighty-two British companies located in six industries were 

studied. Four of the industries studied involved manufacturing (candy9 

electronics, newsp·apers, and pharmaceuticals}, while the other two in-

volved service (advertising and insurance). The companies were also 

grouped into clusters arqund six different size levels ranging from 150 

to 6000 total employees. 

Data were gathered over the five years prior to the study. The 

data were standardized across industries in order to provide meaningful 

comparisons. The data were collected from company records and supple-

mented where necessary from published reports. 0;here were three chief 

categories of financial data collected. First, income which was 
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defined as net profit after taxes, but before the deduction for depre-

ciation expense. Second, assets, which were defined as fixed assets net 

of depreciation with current assets added and current liabilities de-

ducted. 
6 

Third was sales turnover, which is self explanatory. 

Using this data, the following calculations were performed for 

each firm: the average percentage yearly growth in income, assets and 

sales was computed. Next, an average yearly figure of the percentage 

of income to sales was calculated. Finally, for the manufacturing con-

cerns, average yearly figures were obtained for the percentage of in-

7 
come to assets. 

Data 1 were also gathered from the corporatiohs' senior managers. 

The managers were asked to rate their company's relative level of per-

formance using five judgmental criteria including profitability and 

level of growth. The correlation between these two sets of data was 

high. 8 

Child first used a universalistic paradigm to match organizational 

characteristics with organizational effectiveness. Of the character-

istics studied, Child found only modest support for any of them and 

hence was forced to conclude that the question of universalistic 

. 9 characteristics leave the problem of effectiveness unresolved. Thus, 

Cchild then searched for an answer to the effectiveness issue using the 

contingency model. 
10 

In similar manner to. Burns and Stalker, Child 

hypothesized that the variability of the environment faced by the firm 

and the organizational structure of the organizati~n interact to de-

termine the effectiveness of the organization. The profitability data 

1 . h h h" 11 ent tentative support to t is ypot es is. Using either of these ap-

proaches, however, Child's approach is still classical in orientation, 



the total reliance on profitability as an indicator of effectiveness. 

Another example of this classical ideology is taken from the re­

search conducted by Friedlander and Pickle. 12 Using profitability as 

one of their major evaluative criteria, they assessed effectiveness 

among small business organizations; i.e., less than 40 full time em-

ployees. A profitable organization was more able to meet the con-

flicting demands made on it by its employees, owner, and local com­

munity .13 Implied in this statement is the classical premise, an ef-

11 

fective finn is one which is maximally efficient in the utilization of 

its resources. 

In sunnnarizing the traditionalists' viewpoint, several points need 

to be reemphasized. For a firm to be effective, it must maximize its 

profitability. This could only be accomplished if the firm was maxim-

ally productive in its operations. Emphasis was placed on internal 

.U!nctiof!Jng, to the virtual exclusion of external factors. People 

were viewed as rational beings, and were treated as equal to any other 

organizational resource. The theorists held a closed systems perspective 

of the organization. Organizational effectiveness could be measured 

9nJy in terms of profitability. 

The Behavioralists 

I The next group of theorists who attempted to measure organizational 

effectiveness used people as their significant organizational variable. 

This area of research is one in which many of the conflicting and nebu-

lous studies have been conducted which make generalizations about the 

area difficult. However, many of these theorists hold that organiza-

tions exist to meet the needs of individuals who comprise the 
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organizations. Thus, a significant end of any organization is to meet 

psychological and sociological needs of workers. Since the beginning 

of this movement, which was initiated by the work of Mayo and Roth-

lishberger in their landmark Hawthorne study, theorists have maintained 

that there exist important psychological and sociological forces in the 

k . 14 
wor set ting. However, herein lies one of the greatest paradoxes in 

this field of study. Most of these theorists recognize that psycho-

social forces exist, and then go on to argue that these forces have a 

significant!. impact on the productivity of the organization. 15 Thus, it 

seems that it would be a desirable thing to do to meet the needs of the 

workers, but more importantly, it would be counterproductive not to do 

so. This argument then implies that in order to be effective, an or-

ganization must generate positive and satisfying conditions relative to 

the psychosocial needs of the worker. This theme has been widely re-

searched, probably more so than any other, throughout the evolution of 

managerial thinking. 

Many attempts have been made to build realistic organization models 

based on the human variable. One of the more interesting models is cur­

rent and relates specifically to organizational effectiveness. ~bb16 

studied the effectiveness of churches within a primarily urban presby-

tery consisting of more than 55,000 official members in slightly over 

100 churches. Webb defined effectiveness in terms of the churches' goal 

attainment. A list of 28 church goals was obtained from official pres-

bytery goals, from in-depth interviews with numerous clergymen, and from 

a review of relevant church literature. 17 Employing the methodology of 

M h d W . 1 18 w bb d. d f . . 1 h a oney an eitze , e iscovere our organizationa c aracter-

is tics which typified the effective church. The effective church was 
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cohesive, efficient, adcip~_~ve, and supportive. The paradox, however~ 

is still present. While it appears that the concern is for the people 

in the organization, the question of significant note is who in the or-

ganization specified the original 28 goals. The leaders of these or-

ganizations are the ones with the most to gain from the continued 

existence of the churches. Further, they have more to lose should the 

system not remain viable. Hence, the effective organization is one 

which meets the needs of the people within the o.rganization. This al-

lows the organization to be more efficient, which ensures the continued 

viability of the system, and continued existence is the goal which the 

leaders in control of the organization are seeking.: 

19 
Another example is the work of !3lake and Mouton. In order to be 

effective, they argue that organizations must have managers who display 

a high degree of concern for people and a high degree of concern for 

d . . 20 pro uctivity. A concern for people is necessary if the firm is to be 

maximally productive; a goal that lingers unstated by modifying every 

managerial action. 

A final example is taken from the work of Schein. 21 He argues 

that the effective organization is one which creates conditions which 

promote good conununication, flexibility, creativity~and genuine psy-

chological commitment. Further, these conditions should be created for 

more reasons than than simply that they would be nice. He states, " ••• 

th . h h k b "f , 22 e argument is tat t e systems~ etter 1 ••••' Again, the 

paradox, it is necessary to be concerned about people in order to be 

more productiv~) 

These few studies are representative of most behaviorally-

oriented management literature. ,\The researcher emphasizes the 
' 
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importance of psychosocial factors and then attempts to establish a re­

lationship between these variables and productivLtd) 

The Combination Approach 

The third major attempt of measuring o·rganizational effectiveness 

combines the previous two approaches. Georgopoulos and Tannenbaum de-

fined organizational effectiveness as 11 the extent to which an organiza-

tion as a social system, given certain resources and means, fulfills its 

objectives without incapacitating its means and resources and without 

placing undue strain upon its members.11 23 In their study,, effectiveness 

consisted of three dimensions, productivity, flexibility,·. and lack of 

strain placed upon organizational members. Productivity was measured 

by looking at company records and established work standards. Both 

flexibility and absence of strain were measured by responses to ques-

tionnaires. Flexibility was measured in terms of ability to adjust to 

both internal and external changes. Absence of strain was measured as 

the perceived absence of tension between su~ervisory personnel and the 

workers. Correlation analysis revealed that these criteria were closely 

interrelated. The authors attempt to measure an organization's ef-

fectiveness by taking into account both economic and behavioral 

24 
factors. 

25 
In similar manner, Mott_ developed a comprehensive model of or-

ganizational effectiveness. He viewed effectiveness as the relative 

ability of the people within the organization to mobilize their centers 

of power to be appropriately productive, adaptive to changes and capable 

of handling temporarily unpredicted work overloads. Using question-

naires, productivity was measured as an average of the concern held for 
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quality, quantity, and the efficiency of the work completed. Similar-

ly, adaptability was measured as the organization's ability to antici-

pate and solve both internal and external problems. Finally, a measure 

of ability to handle emergency situations was obtained. These three 

criteria were interrelated. In this study both economic and behavioral 

criteria h b k . . d . 26 ave een ta en into consi eration., 

In both studies cited above, the researchers contend that neither 

economic nor behavioral criteria alone account for organizational ef-

fectiveness. Rather, they have built more comprehensive models attempt-

ing to incorporate both criteria. 

Limited Systems Approach 

0 final group of theorists employ models in their studies of or-

ganizational effectiveness which include the environment as a signifi-

cant variable. Although they came close to utilizing a systems per-

spective, they do not fully incorporate all of its assumptions. For 

27 
instance, Duoc;;an.. defined effectiveness as consisting of three com-

ponent parts: goal achievement, integration, and adaptability. Adapt-

ability would be primarily concerned with environmental and organiza-

tional inte-action; hence9 the shift of emphasis reflecting environ-

mental concern. However, the other two aspects of effectiveness are 

. · 1 . 1 28 pr1mar1 y interna processes. The accomplishment of worthwhile goals 

and the integration of the organization for this goal accomplishment 

once mo re rings of the effic_ien_~X--~~-!3-~e. In like manner, Lawr~!l--~~ and 

29 
L .. Qr .. sch hold that to be e.f:f:~,t:,f-xe, an organization must have an ap-

propriate balance between difLer.enti.at:ic>D _aJ)-q .!.J!J. _ _gg_r.:_~!:_-~on. The firm 

must differentiate in order to deal with the complexities of its 
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technology and environment. At the same time, these activities must be 

30 
integrated if environment demands are to be met. Thus, they are de-

fining effectiveness in the same manner as did Duncan. The organiza-

tion must be adaptive or responsive to environmental pressures. This 

responsiveness can only be accomplished through internal processes. In 

both situations, the importance of the environment is noted but the 

orientation of the effective organization remains primarily internal. 

Yuchtman and Seashore define organizational effectiveness as 

••• a construct which uses the organization as the focal 
frame, treats the relationship between the organization 
and its environment as a central ingredient, provides a 
classification scheme for both similar and unique or­
ganizations, and provides some guidance for the identi­
fication of performance variables which are relevant to 
organizational success.31 

The key aspect of this definition is that the firm must acquire scarce 

and valued resources which implies a need to have some control over' 'the. 

external environment. These resources are defined as anything useful 

or potentially useful to the organization in establishing its relation-

ship with its environment. Thus, the e££ec.t:i.ve firm is the one which 

can appropriately identify and capture valued resources which will help 

the organization control its environment. 

\-Analysis of the data which were collected resulted in support for 
L. 

their hypothesis that there is an ~zcJ191Jg~. f_g[l<:;_t::jg_n occurring between 

the QI.ganization and its-~~~~~! This finding which is consistent 

with systems theory, was further shown to be much more closely attuned 

to ~mpeti~n than to exchang~ Thus, /the authors conclude that or­.__ 

ganizational effectiveness can best be evaluated in terms of the amount 

of control which an organization wields over its environment or its 
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bargaining position. The more control which the organization has over 

. . h ff . h . . ·11 b 32 its environment, t e more e ective t e organization wi e. 

Summary 

In reviewing the four categorJes of organizational effectiveness 

models, it is apparent that the models are becoming more complex. The 

traditionalists viewed the organization solely as an economic entity. 

Their theories were superceded by the behavioralists who argued that 

workers had psychosocial needs which the organization should meet. 

Further, it was only by meeting these needs that adequate productivity 

would be possible. The multivariable theorists argued that it is neces-

sary to include both psychosocial and economic criteria in a model of 

organizational effectiveness. The final group began a limited shift of 

emphasis. They argued that the environment which a firm faces will 

have a determining effect on the effectiveness of a given organization. 

This effect may be felt in terms of uncertainty, or need for diff eren-

tiation, or the need to control the environment, but .!E_~--~pvironment 

must somehow be dealt with.! Cetrus paribus assumptions were no longer 

appropriate for studying organizational effectiveness. 

Limitations of the Previous Approaches 

Introduction 

The four approaches are grouped into three categories for evalua-

tion. The categories are: (1) the traditionalists, (2) the behavior-

alists and combination approach theorists, and (3) the limited systems 

theorists. 
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The models reviewed above show a continuous shifting and ever in-

creasing sophistication of managerial theory. Each new model attempted 

to overcome the limitations associated with previous ones. {The major 

limitation which has been at the crux of this shifting process has been 

the failure of the models to predict accurately organizational outcomes 

and processes. Thus, while many of the models may have predicted ef-

fectiveness based on the way the model builder defined effectiveness, 

the definitions employed may not have been appropriate. Each model 

shift has employed a new definition of effectiveness and new method­

ologies for capturing this complex construcf} Each model builder has 

attempted to overcome deficiencies perceived by him which he believes 

to exist in the previous approaches. While this has been the goal of 

the model builders, the results to date have not been satisfactory. 

The Traditionalists 

:The major criticism leveled at the traditionalists concerned the .__ __ 

~~.§..t_i_~ .... ?.9.?-~t.!Q..nS on which their model was based. The tra-

ditional is ts assumed that wo:r:ker:s -~-~Ie .... rc:t::.~~.I.J:.c:t.!_~.~~ings. Critics ar-

gued that people were not rational, they have emotions, values and are 

33 
subject to group pressures. All of these factors could cause in-

dividuals to make decisions which were not those of a "rational man". 
---""---

Further, the traditional viewpoint created the concept of "~.Q.!!.IJ!ll_i_: 

.Ill.an". However, individuals have many more needs than simply economic 

34 
ones. The traditionalists also take a s:t<'l:J:.ic yj.ew of the environment 

in which the 2.E8§l~~~c:ttion exists. With such a stance, they are able to 

"'· ignore the impacts which the environment may have on the organization! 
. ....::, 

The methodologies employed by these theorists purport to measure 
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organizational effectiveness. However, they do not. The model used by 

these researchers to explain organizational functioning is not valid. 

It makes assumptions about organizations which cannot be met. (The most 

common measure which these theorists use, profits, may measure pro-

ductivity or efficiency, but it does not capture the complex effective-

ness construct. If the model from which the evaluative criteria is 

drawn is not reasonable, then it follows that the usefulness of the 

criteria must be suspect. Profitability is most likely not the ex-

elusive criterion for evaluating organizational effectivenes.i) 

The Behavioralists and Multiple 

Criteria Theorists 

The models used by these theorists placed people as the central, 

most important aspect in understanding organizational effectiveness. 

Although the combination theorists included other variables in their 

models, the people variable was still of crucial importance. It may be 

of note to recall that the combination theorists tended to find high 

correlations between the criteria which they used to evaluate effec-

tiveness. Qt may be that the measures, although claiming to measure 

different dimensions of effectiveness, were actually measuring the 

same one. Such a finding would not be incongruent with the paradox 

which seemingly permeates behavioral researci;J .· 

The major ,Ii.~~i.~~tion of these models is aptly raised by ~iles\ 35 

He argues that these models are nothing more than an extension of the 

traditional models. The behavioralistic researchers argue that the 

manager must be concerned with the whole man, not just his skills and 

attitudes. Thus, to he ~f.~:·~:Ef:ive, organizations would have to give 
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at least some recognition to individual needs, wants, and desire~ Al-

though these motives appear highly moralistic, they are invariably tied 

back by the researchers to profitability through either productivity or 

efficiency. If an organization is to be maximally profitable, then it 

must at least to a degree, respond to the needs of the people within 

the organization. Behavioralists thus view people as machines, but ma-

chines which require special kinds of lubrication. The methodologies 

r-
emp loyed may have changed, but the goal has not. l]:'he effective firm is 

one that is most productive and efficiently utilizes its scarce re-

36 
sources. 

The Limited Systems Theorists 

The previous models have emphasized organizational health. These 

theorists hold that an effective organization is a super firm, capable 

of handling any situation. This internal orientation, however, may be 

devastating, should the environment change, catching the organization 

unaware.; )CJ:anging emphasis has increased the organization's awareness 

of the environment as a significant variable. Unfortunately, these 

models have failed to take into account fully the assumptions of sys-

terns theory necessary to gain the proper perspective. The models have 

either viewed the environment as something to be adapted to or some-

thing to be controlled. Neither stance is appropriate. Instead there 

exi&ts a reciprocal relationship between an organization and its en-

vironment; both are dependent upon each other and both modify and shape 

each other in their functioning. The models have attempted to specify 

appropriate internal process adjustment when changes occur within a 

firm's environment. This is only a partial step. q:ganizations have 
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complex interrelationships between themselves and their environmentso 

It is the contention of systems theory and this study that this re-

lationship is crucial to organizational effectiveness. Much work needs 

to be done, but it is in this relationship that useful effectiveness 

""' criteria will eventually be develo~~ 
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CHAPTER III 

A THEORETICAL BASIS FOR THE MODEL 

Definition of Terms 

Before the model or the appropriate methodology can be discussed, 

certain key terms need to be identified and defined. The following list 

provides the important terms required for this process. 

Organization: An organization is an entity that exists in a 

hierarchy of systems, from the subsystem to the suprasystem level, whose 

function is basically a transformation process converting inputs into 

outputs; relying on the process of exchange between itself and its en-

vironment. 

Constituent: Constituents are individuals, groups and other organ­

izations which exist in the environment of a given firm and impose, or 

attempt to impose, direction on the firm's activities. There are basic­

ally three types of constituents; significant others, who have direct 

influence over the organization, generalized others, who have indirect 

influence or minor influence over the organization, and emergent con­

stituents, who are in a state of flux, either becoming more or becoming 

less influential over the organization. 

CMOE: The Comprehensive Measure of Organizational Effectiveness 

(CMOE) is a construct comprised of two parts. First, constituents have 

a criterion, or more likely, criteria by which they evaluate the effec­

tiveness of a given organization. These criteria must first be 

24 
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identified. The second aspect of the CMOE is an evaluation by the con-

stituent of how well the organization is doing with respect to these 

cr;i.teria. 

Efficiency: Efficiency is a term commonly used by the traditional 

theorists in evaluating the output generated by an organization. Using 

a microeconomic model of the firm, these theorists were concerned with 

how well a given firm was utilizing the resources which it had avail-

able. In this study, efficiency, productivity, and profitability are 

used interchangeably, because ultimately productivity ·and profitability 

are measuring the same process measured by efficiency. 

Adaptability: Adaptability is a process assumed to be required of 
) 

every organization if the organization is to continue to survive in a 

changing environment. Since an organization exists in an environment 

and must interact with it, as the environment changes, the organization 

must adjust or modify its behavior to correspond with the environmental 

changes. 

Combination approach: Several theorists have evaluated the ef-

fectiveness of an organization not in terms of a single dimension, but 

rather from a multidimensional viewpoint. Thus, neither efficiency nor 

adaptability alone serve as adequate criteria for assessing organiza-

tional effectiveness. Instead, the combination approach is employed, 

which measures effectiveness by combining both efficiency and adapta-

bility with a third criterion, flexibility. 

The New Model 

Basis for the Model 

Previous models which have attempted to evaluate organizational 
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outcomes have not relied on the systems approach. If the systems ap-

proach is a more useful perspective for examining organizations, then 

the models on which previous studies have been based are somewhat un-

realistic. Further, methodologies based on these models would have 

questionable validity. The model to be used in this paper is designed 

so that it will overcome this problem. The model has at its founda-

tion the writings of Thompson as found in his book Organizations in 

A . 1 ct ion. The model accepts several of Thompson's key assertions. For 

instance, Thompson argues that there are basically three methodologies 

that could be employed in assessing an organization's outcomes. First, 

an organization could use an efficiency test which would tell the or-

ganization whether a given amount of resources had been used to their 

maximum potential. Unfortunately, such tests are based on two assump-

tions that rarely can be met. First, the test assumes that standards 

of desirability can be crystalized; that is, the organization knows pre-

cisely what alternatives should be selected and what goals pursued. 

Secondly, the test assumes that there exists complete knowledge about 

cause-effect relationships. These assumptions can be met so long as 

the analysis is limited to a one dimension sphere which would commonly 

be found in simple closed systems. However, organizations do not fit 

into this category. Organizations make choices in multidimensional 

situations and the results of these decisions have multiple effects 

which vary in intensity, duration, and direction. Unless an a):"ganiza-

tian can meet the assumptions, the use of such a test would be 

ludicrous. 2 

The second test proposed by Thompson is called an instrumental test 

and is more applicable to open systems than the first one. An 



instrumental test is not concerned-with economic factors, but rather 

with whether the desired state of affairs has been achieved. In this 
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situation, the organization has incomplete knowledge about cause/effect 

relationships, but the standards of desirability are still 'crystalized. 

Thus, the organization is unable to determine what the optimal course of 

action might entail; however, it is able to enumerate a number of sat-

isfactory alternatives. Although this test is obviously not as strict 

as the efficiency test, we would expect to find many more organizations 

which could meet the assumptions of this test than those which could 

meet the assumptions of the first test. 3 

The third possible test that could be used to evaluate organiza­

tional effectiveness is called a sof_i_gJ __ tg_$t. Such a test becomes ap­

propriate when standards of desirability are ambiguous. By this is 

meant that the potential outcomes of an organization have multiple di-

mensions, are mutually interdependent, and often conflicting. Thus, 

as an organization strives to accomplish one goal, it may be doing so 

at the expense of other goals. This implies that even if an organiza­

tion has complete understanding about cause/effect relationships, it 

still may be unable to choose an appropriate course of action. This 

problem is, of course, magnified when there is also an absence of 

knowledge concerning these cause/effect relationships. When such con-

ditions prevail, organizations rely on these social tests. 

The social test involves utilizing social referents as anchors for 

opinions or beliefs about what an effective organization is doing. The 

organization utilizes two primary referent groups in an effort to 

demonstrate its own effectiveness. When the environment which the or-

ganization faces is relatively stable, the organization will use itself 
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as the appropriate referent point. In this manner, the organization can 

utilize measures which reveal improved organizational functioning over a 

previous time period as indicators of organizational effectiveness. 

When the environment of the organization is more turbulent or dy-

_!lamic, such measures will probably be inappropriate. The reason is 

simply that with dynamic environments, there is no way that organizations 

can hope to show improvement on all relevant dimensions. Further, the 

organizations may have to contend with fluctuating relevant dimensions. 

As a consequence, organizations choose similar institutions with which 

to compare themselves and these organizations become the referent group 

for the organization. Thus, organizations in dynamic environments se-

lect areas that are of most importance and are the most visible to mem-

hers in their environment and attempt to score well on these criteria 

in comparison to similar organizations. While the social test lacks the 

precision of either the efficiency or instrumental tests, it may be the 

-
only viable alternative. 

In proposing these three tests which organizations might employ, 

Thompson is, to a certain extent, building straw men. That is, al-

though he presents the three as equally viable alternatives, he rejects 

the first two as having limited usefulness. Few organizations can meet 

the assumptions required to utilize the first two tests, and hence 

should not rely on them. Thus, Thompson seems to be advocating the use 

f h . 1 4 o t e socia test. 

From this discussion of organizational assessment emerges the con-

viction of the need for a more useful measure of organizational effec-

tiveness. This measure must guard itself from the pitfalls which have 

entrapped past attempts at measuring this phenomenon. These traps have 
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included unsupportable assumptions about organizations and how these or-

ganizations function. When some of Thompson's other propositions are 

examined, new avenues are opened as possible measurement alternatives. 

It is believed that these newer alternatives which rely on social tests 

may shed a new light and increased understanding of what makes organiza­

tions effective. 

Asstnnptions of the Model 

Any model which is constructed must be built upon certain under-

lying assumptions. The model being utilized in this paper is no ex-

ception, and as previously mentioned, is built in accordance with the 

9s~umptions of systems theory. ~n order to fully grasp all of the 

implications of such assumptions, it is necessary once more to look at 

some of the statements proposed by Thompson. Relating to organizations 

and systems theory, Thompson makes the following statement, 11We will 

argue that organizations do some of the basic things they do because 

they must -- or else! Because they are expected to produce results, 

their actions are expected to be reasonable or rational. The concepts 

of rationality brought to bear on organizations establish limits within 

which organizational action must take place. 115 This basically means 

that any organization is assumed to be somewhat constrained and forced 

to act in a specified rational manner. Organizations have become power-

ful institutions in society. People have banded together because they 

have found that an organization is a tool or vehicle which allows them 

to accomplish tasks which they would be unable to accomplish working 

alone. This is because organizational action allows for resources to be 

better coordinated and utilized. The outcomes which the organization 
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pursues are usually established by the elite within the organization who 

are able to control the functioning of the organization. Consequently 

there usually exists a power struggle for control of the organization 

so that certain particularized ends are pursued rather than some other 

ones. This implies that it is not the organization which determines its 

own course of action, but rather it is the elite in control that es­

tablish the direction which the organization follows. 

The next assumption upon which the model is based is that the or­

ganization in question is in actuality a subset of the greater society 

in which the organization exists. Further, the actions which the or­

ganization takes are dictated to the organization by this greater so­

ciety. Thus, the organization reflects the values, culture and mores 

of the society of which it is a part. This is hardly surprising when 

one recognizes that the members of organizations are also members of 

society. Also, the organization tends to grow, mature and evolve as 

does the larger society. In addition, society has the ability to 

terminate an organization's existence and hence wields a great deal of 

power and influence over the organization. This power results from 

the fact that society controls the inputs and outputs which the or­

ganization must exchange with its environment in order to surviv~ 

This model is also based on a third assumption which arises out of 

the statements made by Thompson. Although this assumption may not be 

as readily discernable from the statements, it is of equal importance. 

Organizations are formed because they provide a means for the achieve­

ment of some outcomes which are not possible through individual efforts. 

They also perform various functions and services which are desired by 

the environment of which they are a part. As a consequence of this 
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activity, organizations are able to gain a degree of power over their 

environments. The exact amount of power which an organization may wield 

is a subject of widespread debate, and not of significance to the model 

in this paper. However, a short digression is necessary to clarify this 

third assumption. 

6 
In an interesting paper on this subject, Emerson argues that the 

power which an organization holds is the obverse of the dependencies 

that exist between an organization and others. This dependency is con-

tingent upon the organization's need for the perfonnance of a given 

task or the obtaining of a particular resource, and the number of 

7 
sources which can supply this requirement to the organization. Thus, 

although the amount of power which an organization may have varies 

over time and situation, it seems clear that they do have a degree of 

influence over their environments. 
8 

Another researcher, Perrow, makes 

even stronger statements about the relationship between organizations 

and society. He states, "Society is adaptive to organizations, to the 

large, powerful organizations controlled by a few, often overlapping 

9 
leaders." Thus, he sees organizations creating and controlling the 

environments with which they interact so as to maximize the benefit 

which the organization receives from this interaction. This process 

holds in simple as well as complex societies, and in fact, the society 

that is found in any culture at any given point in time is the result 

f . I d • h f 1 • • lQ o society s a aptions to t ese power u organizations. 

The model employed in this paper neither supports nor fully en-

dorses either of these viewpoints of power. Rather, it is sufficient 

to note that organizations have some influence over the environment in 

which they exist. This model assumes that there exists a reciprocal 
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relationship between an organization and the society within which that 

organization exists. Society imposes its .demands on organizations to 

conform to the standards, ideals, and values which it currently holds 

dear; that is, to act rationally. Concurrently, however,. o.rganizations 

are seeking to modify, mold and shape society so as to gain maximum 

benefit from their interactions with society. 

The next two assumptions on which the model is built are quite 

closely related. These assumptions will resolve the· di'l-emma--·'Which is 

currently being faced; namely, how an organization can cope with the 

multitude of interactions that exist between itself and society. The 

organization strives to control its environment while elements in the 

environment seek to control the organization. Obviously an organiza-

tion does not deal with every entity that exists within or every'as­

pect of its environment. There are two main reasons why this is so. 

First, because of the power which the organization has, it simply does 

not have to be concerned about certain entities or situations. That 

is, if the organization has achieved coordination among its resources 

and with this coordination, a degree of power, it will be able to deal 

more capably with an organized environment. In like manner, certain 

environmental factors may not have enough power to influence the de­

cision making p·rocess within an organization, and hence the organiza­

tion ignores these pressures. This will, of course, be a function of 

the organization's power. S·econdly, there are simply too many con­

straints and potential interactions which the firm may have to face; 

consequently some are ignored because of lack of time or resources. 

The above statement implies another very significant assumption of 

the model, namely scarce resources. 'Every organization is faced with 
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limited resources and thus must somehow determine what societal inter-

actions are most important as each interaction will require some of the 

resources of the organization. Further, going back to Thompson's state­

ments, if an organization chooses not to abide in accordance with the 

dictates of these interactions, it will cease to survive. It now be-

comes apparent that a more suitable picture of the model would show the 

organization existing in two environments simultaneously. First, the 

organization exists in a general environment where broad general forces 

cause the changes to the organization by having general ramifications 

throughout society, affecting other similar organizations as well. The 

entities and organizations which make up this pattern of interaction 

have varying amounts of power which they wield as they attempt to in­

fluence the behavior of other entities. Secondly, the organization 

exists in what might be best described by Dill's term, the task en­

vironment.11 Here the organization must contend with constituents 

whose impact will tend to be more specific and more direct. Examples 

of this constituency for a given organization might include competitors, 

suppliers, consumers, trade associations, labor unions, stockholders, 

communities and specific governmental agencies •. 

It is within this more specific task environment that the bulk of 

the organization's resources must be brought to bear in meeting societal 

demands. While the more general environment cannot be totally ignored, 

its impact generally has less short run significance to the organiza­

tion. Another aspect that must be kept in mind is that the environment 

tends to be dynamic rather than static and hence it is impossible to 

exhaustively enumerate all of the constituency even within the task en-

vironment. However, the major members can be identified and as new 
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powerful entities emerge, they can be included while those which have 

declined in significance can be excluded from consideration. The model 

thus has been modified to the extent that the organization is not deal-

ing on a continual basis with its total environment, but rather its task 

environment. 

l__I}_,_"!;':11?!1!<!1'.'Y, there are five assumptions which serve as a foundation 

for the model developed in this paper. First, organizations form be-

cause they provide a way to ends that might not otherwise be possible. 

As a result, organizations have power. Further, an organization is a 

tool which can be manipulated to accomplish a number of individual goals. 

A second assumption is that organizations have an effect on the environ-

ment in which they exist. They are able to modify and manipulate their 

environment subject to the amount of power which they possess. A third 

assumption makes clear that this power relationship is not unidirec-

tional. Organizations are only subsystems of the environment (or so-

ciety) of which they are a part. They can be influenced or altered by 

other organizations or subsystems which comprise the environment. As a 

result of these two assumptions, a reciprocal relationship is seen be-

tween organizations and the environment in which they exist. A fourth 

assumption is that organizations do not interact with the totality of 

their environments. Rather, they determine which societal interactions 

are of most significance, and spend the bulk of their efforts and re-

sources in maintaining these relationships. A final assumption is made 

" that all organizations have limited resources(.' 
~ 

The model developed in this paper assumes that these assumptions 

are valid. If they are not, then the predictions generated by any 

methodologies based on the model may not be valid. If one accepts the 



tenets of systems theory and the current thinking of management 

theorists, the above assumptions are palatable. 

The Actual Model 
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The underlying theoretical model for this study is depicted pic­

torially in Figure 1. There are only two types of entities depicted in 

the model. The first type is the organization whose outcomes are being 

assessed, hereinafter simply referred to as the focal organization. The 

second type of entity is ref erred to as the constituents of the organ-

ization. A very limited sample of who these constituents might be 

would include other organizations, loosely arranged collections of 

interested persons and social and political forces. These constituents 

are further divided into three subgroups as noted by their labels x, Y 

and E. 

The first subgroup, designated by X's is called the task environ­

ment of the organization. It is the interaction between the organiza­

tion and these constituents that provides the major focus for this 

study. Here is where the bulk of the o.rganization 1 s resources must be 

spent in meeting the demands of these constituents, if it is to remain 

a viable organization. 

The second subset of constituents, the Y's, have a more general im­

pact on the organization. The demands which these constituents place 

on the organization tend to be placed on all other organizations and 

constituents as well, so that most organizations of similar type would 

be in the same position. Further, the demands are usually very slow in 

occurring, taking an evolutionary type nature. Thus, the organization 

is usually unconcerned about these forces in its day-to-day functioning. 
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The final group of constituents is represented by the letter E 

which stands for their emergent/exit status. Because of the dynamism 

that underlies the systems approach, it would be predicted that at any 

given point in time, there would exist some constituents which are just 

becoming of significance to the organization and are emerging into. its 

task environment. At the same time, there are probably constituents 

which are no longer of sufficient importance to spend resources on and 

are exiting from the task environment. These entities which are just 

beginning to make their presence felt or which are no longer of sig-

nificance are in this in-between stage. 

The relationships that exist between an organization and its con-

stituents are represented by the four lines. The dashed line indicates 

that there is a relationship between the organization and some of those 

entities that exist beyond the boundaries of the task environment. 

However, as previously mentioned, the impacts of these relationships 

tend to be very general and slow-moving. The bulk of the relationships 

occur within the task environment. In accordance with systems theory, 

it is expected that most of the relationships between the organization 

and its task environment constituents will be reciprocal. However, 

there will exist instances where either the organization or a particular 

constituent will exert a great deal more influence than its counterpart. 

The specific relationship that exists between the organization and any 

one of its task environment constituents will be a function of the 

. h" h h 12 power, in Emerson's terms, w 1c eac one possesses. 

This, then, is the model used in this study. To continue as a 

viable institution, an organization must meet the demands placed on it 

by its constituency. The constituency which interacts with the 
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organization is able not only to identify an effective organization, 

but also to em.nnerate characteristics of what an effective organization 

should be. 

Justifications of the Model 

Upon viewing the model, two questions are raised about its useful-

ness. First, some may argue that the model has little value because it 

is based on perceptions of individuals. Further, they point out that 

the individual is not necessarily'. sp·eaking for the constituent organi-

zation which he represents. Thus, the data used to evaluate the model 

would be of only limited value, being both subjective and personal. 

If the critic's statanents are assumed to be correct, that the model is 

perceptual, then instead of destroying the model, he has actually added 

more validity to it. Individuals make decisions on what they perceive 

13 
the data to be, not necessarily what it actually states. In fact, 

meaning only comes about as a result of the interactions of people and 

. . . h h h d . h d"ff . . . 14 organizations wit eac ot er an wit i ering situations. Thus, 

perceptions play a key role in determining whether an organization is 

thought of as effective or not. Previous discussion revealed that or-

ganizations are only tools controlled by the power elite within the 

organization. Hence, if the critic recognizes that this model is per-

ceptual, and that the respondents are individuals who are in the power 

elite, further credence rather than harm has been given to the model. 

Another question which could be raised is the need to establish 

the relative importance of the constituents to the organization. That 

is, it may be possible for the organization to be viewed as highly ef-

fective by all of its constituency except for one group. Yet because 
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of the power which this constituent holds over the organization, the 

fact that it is effective in other areas is immaterial. This con-

stituent has the ability to terminate the organization's existence, and 

the organization must find some way to deal with this contingency if it 

is to survive. The methodologies employed do not provide a solution to 

this problem.· The theory does suggest, however, that the organization 

must meet the constituents' demands if it is to be effective. This is 

a necessary condition fo·r effectiveness; it is not, however, a suf-

ficient condition. 

1r: Limitations of the Model 

While the model just presented does of fer significant advantages 

over previously generated ones, it still is not the ultimate model. The 

model is culturally bound. That is, many of the relationships that 

were just described and some of the assumptions on which the model is 

based would not necessarily hold if the organization operated in more 

than one culture or society at the same time. Primitive societies 

would probably a great deal of difficulty influencing complex organi-

zations which had moved into the less advanced society from a more 

pragressive one. The organization would not be dependent upon the 

primitive society necessarily for either its inputs or its outputs. 

Further, the threat of nationalization may be nothing more than idle 

talk until the developing country does make some significant advances 

toward a more sophisticated society. On the other hand, the power 

which the organization wields may be truly awesome. Harbison in his 

book, Human Resources as the Wealth of Nations, portrays this only too 

graphically. 15 Thus, the analysis will be limited to the state where 
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the organization in question is operating or a subsystem of the complex 

industrialized society which is typified by the contemporary U.S. or 

Western European co.untries. 

Propositions of the Model 

In an effort to evaluate the usefulness of the model, the follow-

ing four propositions are presented. 

1. Constituents identified by the organization as "important con-

stituents" will rate the organization significantly more effective than 

will other constituents. 

2. The results obtained from utilizing the profitability criterion 

established by the early theorists and used by modern researchers such 

as Child, 16 are not related to the results obtained by using the CMOE. 

3. The results obtained when using a multiple criteria evalua-

17 
tion instrument such as the one developed by Mott are not related to 

the results obtained when using the CMOE. 
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CHAPTER IV 

OPERATIONALIZATION OF THE MODEL 

~esearch Desi~ 

Four different methodologies could be employed to gather data for 

use in this study. 1 Because the research does not involve the manipu­

lation of any independent variables~ experimental research designs 

would not be appropriate. Both laboratory or field experiments would 

thus be ruled out as potential research designs. Instead, the method­

ology is basically a field study. The data was gathered, however, using 

a survey-type instrument. These two methods in combination provide the 

optimal answers to the research issues which have been rais.ed by this 

study. 

Kerlinger2 defines a field study in the following way:. "Field 

studies are ex past facto scientific inquiries aimed at discovering the 

relations and interactions among sociological, psychological, and edu­

cational variables in real social structures ... 113 These studies consist 

of twcr kinds, explorato-ry and hypothesis testing. This study, although 

somewhat o.f a combination, tends ta be more o.f the latter. From the 

stated o·bjective of the paper, it is apparent that the goal is ta ex-

plore mo·re fully what variables are necessary in order for an o.rgani-

zation to be effective. Further, it is int.ended to reveal more fully 

the relationships between these variables., These abjectives will be 

accomplished by evaluating hypo·theses stemming from the model 

42 
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developed in the previous chapter. 

Given the objectives of the paper, the field study appears to be 

the ideal methodology. However,· it do.es suffer from three significant 

limitations which should be noted. Noise, which is defined as any ex-

traneaus activity which may be clogging the communication channels, may 

make it difficult for the researcher to separate the variables of inter-

est. Further, the findings may be highly distorted as a result of the 

extraneous happenings. Because of the after-the-fact nature of the 

data, it is difficult to support strongly some of the causal state­

ments drawn from the research. A final limitation is. that it is often 

difficult to measure the variables being studied. 4 

Some may question this type of study either because of its lack of 

rigor or because of its inability to make strong caus.al statements. 

However, a quote by Dubin 5 expresses plainly the importance of this 

type crf study, "In every discipline, but particularly in its. early 

stages of development, purely descriptive research is. indispensible.116 

The application of systems theory to organizational theory and especial-

ly to the measure of organizational effectiveness is a new phenomenon. 

The study being conducted is primarily descriptive in nature. However, 

this study is needed,. and will provide beneficial information not only 

for organizational theorists but for practitioners as well. 

Descript.ion of the Samples 

The Focal Organiz.ation 

In order to: describe the interactions between the variables in the 

model, two different sets of data were collected. The first set of data 

was collected from the focal organizations, which were twenty 
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su11ermarkets. These sup·ermarkets were equally divided between two 

supermarket chains which operate in the state o.f Oklahoma. The super-

markets were further subdivided such that half of the supermarkets in 

each chain were located in a metropolitan area, while the other half 

were located in more rural settings. At the request of top management, 

specific location and identification of the supermarkets will not be 

given. 

The data set collected from the focal organizations was made up of 

two. component parts. First, information was secured from each stffre 

manager as to who their environmental constituents were, and the rela-

tive importance of these constituents to the focal organization. This 

information was obtained by asking the managers to select from a list of 

potential constituents the ones which they perceived to be of importance 

to the focal organization's effectiveness. This list is a modified 

version of the External Environmental Components Chart which was de-

7 
veloped by Duncan. Next the store manager was asked to rank the con-

stituents which he selected in terms of their degree of importance to 

the focal organization. There were three categories for this ranking: 

of great importance, of so.me importance, and of minor importance. The 

instrument used to collect this data is. given in Appendix A. 

The second component of the data collected from the focal organiza-

tions consisted of two connnonly used measures of effectiveness. The 

first measure was the combination approach measure which incorporates 

both economic and behavioral evaluative criteria. The instrument em-

8 
ployed was the same one developed and used by Mott. Also included in 

Appendix A, this questionnnaire was administered to each store manager. 

The second measure involved profitability as an evaluative criterion. 
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Because of the sensitive nature of this data, it was collected directly 

from higher level managers in each supermarket chain. This information 

was similar to that used by Child in his studies. 

The Constituents 

The second data set involves the use of another set of samples. 

These respondents came from the constituents which made up the task 

environment of the focal organizations. The instruments employed to 

collect this data were specific to each constituent type (see Ap­

pendices B through F). However, in general terms, each of these in­

struments was constructed in the same manner. Because of widespread 

disagreements concerning whether the effectiveness construct consists 

of multiple dimensions, or whether it is more of a "gestalt" variable 

incapable of being broken into separate parts, both approaches were 

employed. That is, several questions specific to the constituent type 

were posed which tap the various dimensions of effectiveness. The re­

sponses to these questions were then sunnned, resulting in a measure of 

overall organizational effectiveness. Alternatively, several questions 

were asked which attempted to assess the respondents' perceptions of 

the overall effectiveness of the organization. The responses to these 

questions were then averaged, providing a more macro-oriented evalua­

tion of the organization's effectiveness. 

Competitors. The competitors of a focal organization were defined 

as supermarkets which, because of geographic proximity, would be ex­

pected to compete with the focal organization for consumers. Specialty 
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convenience stores such as 7-11, Quick Trip and U-Tot-Em were not in­

cluded as potential competitors. While stores of this type would prob­

ably provide some competition, they are not the type of store in which 

a consumer would likely buy the week's groceries. The competitors which 

were included in the sample were selected from the Yellow Pages of the 

phone book from the city in which the focal organizations were located. 

A sample of three competitors was desired for each focal organization. 

While a focal organization would be expected to compete with more than 

three supermarkets, it was felt that the responses of three competitors 

would provide suitable representation of the competitor's evaluation of 

each focal organization. Questionnaires were mailed to 101 competitors. 

Initial response rate was 26.7% which was raised to 47.5% with a follow­

up letter and questionnaire. 

Consumers. The sample of consumers selected for each focal or­

ganization was obtained using two different methods. For those focal 

organizations located outside the metropolitan area, the process was 

relatively simple. Us1ng the telephone directory of the city in which 

the focal organization was located, a random sample of 50 households was 

obtained. When the random number indicated that a non-consumer address 

was to be included in the sample (such as a business, governmental 

agency, or church), the entry listed irrnnediately following was selected. 

If this entry was also a non-consumer address, the entry immediately 

preceding the original selected entry was included. This process con­

tinued until an acceptable entry was obtained. 

For focal organizations located within the metropolitan area, such 
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a random selection would be inappropriate, as potential respondents might 

be included in the sample who lived many miles from the focal organiza­

tion and would be unfamiliar with its operation. Thus, a different 

methodology was employed, based upon a recent study conducted by the 

Progressive Grocer. 9 This study found that the average consumer 

travels 1.8 miles to shop for groceries. Using this information as a 

starting point, a circle was drawn around each focal organization on a 

city map. With the focal organization as the center, each circle holds 

a radius of 2.25 miles. It is recognized that the area of the circle 

was not quite large enough to provide the 1.8 mile average reported in 

the study above, but the amount of overlap was already significant. 

This overlap somewhat complicated the data collection process as numer­

ous respondents contacted shopped at more conveniently located super­

markets within the same chain. Further expansion of the circles would 

have served only to cloud the issue further. 

Once the circles had been drawn on the map, a 20 row by 10 column 

grid was placed over the circle such that the grid completely covered 

the circle. Next, a 10 digit random number was selected from a table 

of random numbers. The first two digits were used to determine the row 

number (1-20). The third digit designated the column number (l-10). 

At this point, a rectangle within the grid had been selected. If the 

rectangle was partially within the circle and if the rectangle con­

tained streets, then the search procedure continued until a household 

was selected from within that rectangle. The fourth and fifth digits 

(1-20) were used to select a block from within the selected rectangle. 

The sixth digit was used to determine the side of the street, either 

odd or even. Using the street directory section of the 1976 City 
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D . lO h b f dd h 1 d "d f h irectory t e num er o a resses on t e se ecte si e o t e street 

of the selected block were counted. Then the seventh and eighth digits 

were utilized to select an address from the list. In the event that a 

business address was selected, the same procedure as mentioned before 

was followed. In the event that the address was that of an apartment, 

digits nine and ten were used to select which apartment should be in-

eluded in the sample. As in the case of the focal organizations lo-

cated outside the metropolitan area, a sample of 50 potential consumers 

was selected for each focal organization. 

Once these lists were compiled, data was collected from the re-

spondents by means of a telephone survey. Approximately 15% of the 

data were collected by one interviewer, while the remaining data were 

collected by 16 different interviewers. Care was taken to train the 

interviewers in an attempt to minimize variance resulting from different 

interviewers. A desired response rate of 50% was initially established. 

However, actual response rate of usable responses ranged from 40% to 

50% per focal organization with the overall usable response rate being 

47.2%. 

Governments. The government constituent with which the focal or-

ganization must interact was defined as the County Public Health De-

partment of the county in which the focal organization was located. 

These Health Departments are charged with the responsibility of over-

seeing food handling institutions, of which supermarkets are a subset. 

While the focal organization must also comply with other governmental 

agencies and their respective rules and regulations, the Public Health 
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agency interaction is probably the most significant. Further, the other 

interactions are usually very specific and the number of regulatory 

agencies large. Therefore, the County Public Health agencies were se­

lected as representative governmental constituents with which the 

focal organizations must interact. This meant, however, that a census 

rather than a sample was taken. Each focal organization was evaluated 

by the respective Public Health Department in whose jurisdiction the 

organization was located. 

Labor Unions. All of the employees in all of the focal organiza­

tions are unionized. The employees are represented by two different 

national unions operating within each store. It was the intent of the 

researcher to get responses from state level officials within each of 

the union organizations. This provided for each focal organization 

being evaluated twice by the union constituency. One union was, how­

ever, unwilling to cooperate in the study. Thus, each focal organiza­

tion has been evaluated by only one of its labor union constituents. 

While this situation is not necessarily desirable, it is not one which 

automatically renders the findings useless. 

Owners. Both chains of focal organizations are inco:rporated and 

their stock is widely held. A survey of this constituent group, stock­

holders, would thus be not only impractical but also unfruitful. Such 

a survey would be impractical because stockholder lists would be diffi­

cult to obtain. Also, it is unlikely that stockholders could validly 

differentiate between focal organizations, thus making such a survey 
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unfruitful. Higher management within the focal organization's chain 

would play the same role as that of an owner within a smaller or­

ganization. Thus, an individual in higher management who is respon­

sible for the actions of each focal organization was asked to evaluate 

each focal organization from an owner's perspective. Once more a cen­

sus was conducted rather than a sa~le. 

Suppliers. The final constituent group from which responses were 

obtained was the suppliers of the focal organizations. A list of sup­

pliers was obtained from one of the chains. This list was supplemented 

by potential suppliers who were listed in the Yellow Pages of phone 

books of cities in which the focal organizations were located. Because 

of the limited number of suppliers and their geographic location, sup­

pliers were asked to evaluate one, two, or three of the focal organiza­

tions. Those suppliers which were located in smaller connnunities were· 

asked to evaluate either one or two focal organizations, depending on 

their proximity to the stores. Those suppliers located in metropolitan 

areas were asked to evaluate three focal organizations selected at 

random. The original response rate was 35.7% of usable returns. This 

was raised to 48.2% with a followup letter and questionnaire. 

De_scription of the Testing Procedures 

Introduction 

This study relies on one primary resultant, the CMOE. This score 
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represents an evaluation of an organization's effectiveness by its con-

stituency. There are several different methodologies that could have been 

employed to obtain this 'evaluation. For instance, each constituent could 

have been asked to write a free form essay describing the effectiveness 

of a given organization with which the constituent interacts. The 

limitations of such an approach are obvious. First, because these es-

says would be time consuming and somewhat difficult to complete, few 

constituents would be willing to exert the necessary time and energy. 

Secondly, the essays would be difficult to analyze and may not prove 

overly useful in differentiating between varying degrees of organiza-

. 1 ff . 11 tiona e ectiveness. 

~nother method of evaluating effectiveness may have been possible 

through some form of ranking system. Ranking systems off er potential 

advantages in that they force the evaluator to make distinctions be-

tween organizations; that is, one must be ranked highest, one lowest, 

and so forth. Although only a general measure and an ordinal scale, it 

still offers greater analysis potentials than the free form essay. 

There are basically two methods of ranking. First is paired comparison 

ranking. This involves comparing each organization with each other or-

ganization, two organizations at a time. The number of times an or-

ganization was picked first serves as an indicator of where the organ-

ization ranks in comparison to the other organizations. There are two 

limitations to this approach which make it less desirable for this 

study. As the number of organizations to be evaluated increases, the 

number of comparisons to be made makes the process unwieldy. Further, 

with the survey nature of this study, this type of comparative process 

. 12 may not be feasible. 
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~he second type of ranking is simply a stratification of the or-

ganizations in terms of their effectiveness. While this method is less 

time consuming and may be more readily acceptable to a questionnaire­

based study, it is not as accurate. The loss in accuracy results from 

the difficulty in ranking organizations which are comparable in ef­

fectiveness. That is, it is relatively easy to identify organizations 

which are either outstandingly effective or ineffective. However, this 

process becomes progressively more difficult as movement is made toward 

the mean. While techniques exist for reducing this bias to some de­

gree, it is still a significant problem which cannot be overlooked. 13 

";4.A third methodology and the one which was utilized to assess or­

ganizational effectiveness is some form of rating system. This system 

could evaluate the construct from either a multidimensional or a uni-

dimensional approach. Using either approach, it would be possible for 

the evaluator to assign a value, which could then be summed to provide 

a score for the organization's effectiveness. This rating system is 

fairly easy to understand and utilize. Care must be taken, however, as 

ratings have a tendency to portray a much greater accuracy than they 

14 
actually have. 

From the above discussion, it is obvious that any methodology em-

ployed has both advantages and disadvantages. The rating system seems 

to off er the most attractive alternatives for the collection of data in 

this study. As previously noted, the questionnaires,were constructed 

along the same general format. Several questions designed to obtain 

the overall effectiveness of the organization were asked. Also the re­

spondent was asked to respond to a number of different questions on 

various subdimensions which are believed to incorporate the major 
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components of this complex effectiveness construct. These values were 

then summed, resulting in a rating of the effectiveness of the focal 

organization. 

The Instruments Employed 

Competitors 

The instrument utilized to collect data from the competitors of the 

focal organizations is shown in Appendix B. The questionnaire was di­

vided into two parts. The first part evaluated 9 subdimensions of ef­

fectiveness, while the second part evaluated effectiveness from a 

universal stance. The questionnaire utilized was slightly modified as 

a result of the pretesting process. Two of the questions were clari­

fied as their meaning was being misconstrued. A third question was de­

leted, as the data which it was generating was redundant and too 

personal. An additional question was included. 

The variables measured in part one of the questionnaire included 

the focal organization's market share, the effectiveness of its ad­

vertising, appropriateness of its customer typing, its location, its 

accessibility, its pricing policies, and its drawing power. These 

seven variables were measured by asking the competitors one question 

for each variable. The other two variables were measured by asking the 

competitors two questions for each variable. These variables were the 

focal organization's prestige and its facilities and equipment. These 

subdimensions were then summed and averaged, providing an evaluation of 

the focal organization's effectiveness from a competitor's standpoint. 

Part two of the questionnaire involved three questions, all meas­

uring the same variable, overall effectiveness. These questions were 
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then summed and averaged, providing another evaluation of the ef­

fectiveness of the focal organization from the perspective of its com­

pet.itors. 

Consumers 

The instrument which was utilized to collect data from the consumer 

constituency of the focal organization is found in Appendix c. The 

questionnaire consisted of three types of questions. The first type of 

question was demographic in nature. This data was collected at the re­

quest of the focal organizations and is not germane to the purpose of 

this study. The second type of question measured the 11 subdimensions 

of effectiveness important to the consumer constituency. The final 

type of question evaluated the focal organization's effectiveness from 

a universal approach. 

A two-step process was utilized to develop this questionnaire. 

Data were collected from 102 consumers of a local supermarket during a 

two day interviewing session. The consumers were asked why they shopped 

at this particular supermarket. From this list, 11 variables emerged. 

The next step involved constructing a questionnaire which allowed these 

variables to be measured. The resulting instrument was pretested and 

required only minor modification. The wording of two questions were al­

tered to make the meaning clearer. Although the questionnaire consisted 

of three parts, the demographic parts of the questionnaire will not be 

discussed. 

The second part of the questionnaire consisted of 15 questions de­

signed to measure the 11 subdimensions of effectiveness. Location was 

the first variable measured, and it required two questions. The next 
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variable was customer service. For half of the focal organizations, 

this variable was measured by four questions. On the other half, the 

variable was measured by only three questions, because these organiza­

tions did not provide such a service. The other nine variables were 

measured by one question each. The variables were prices, product se-

1 ection, product quality, product arrangement, cleanli~ess, friendli­

ness of employees, checkout waiting lines, advertisements, and store 

hours. These variables were then sunnned and averaged to provide an 

evaluation of focal organization effectiveness. 

The third part of the questionnaire consisted of three questions. 

These questions were all designed to measure overall focal organization 

effectiveness. These questions were also sunnned and averaged, resulting 

in another evaluation of the focal organization's effectiveness. 

Government 

The instrument utilized to collect data from the government con­

stituency is found in Appendix D. The questionnaire consisted of two 

parts. Part one was concerned with the subdimensions of effectiveness, 

while the second part utilized a more universal approach. After pre­

testing, two questions were deleted from the questionnaire; as it was 

felt that the respondents would not have access to information neces­

sary to complete accurately those questions. County Public Health 

agencies were selected as representative governmental constituencies be­

cause of the large number of interactions between them and the focal or­

ganizations. 

Part one of the questionnaire measured seven subdimensions of ef­

fectiveness. Concern for safety by the focal organization was the first 
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variable measured. This variable was assessed by three questions. The 

second variable was also measured by three questions, and dealt with 

the apparent concern of the focal organization toward cleanliness. The 

third variable measured was the spirit of compliance which the focal 

organization had concerning rules, regulations, laws, and so forth. 

This variable was measured by two questions. The remaining variables 

were measured by one question each, and included the focal organiza­

tion's concern for pollution control, its honesty in its weights and 

scales, its hiring practices, and its advertising practices. These 

variables were then summed and averaged to give a subdimensional evalu­

ation of the focal organization's effectiveness. 

In similar manner, Part II of the questionnaire consisted of two 

questions measuring the focal organization's overall effectiveness. 

These two questions were summed and averaged to provide an evaluation 

from a more general perspective. 

Labor Union 

The instrument utilized to collect data from the labor union con­

stituent is found in Appendix E. This questionnaire was also divided 

into two segments. The first segment was utilized to measure nine 

subdimensions of focal organization effectiveness from a labor union 

perspective. The. second part of the questionnaire was designed to 

measure effectiveness from a more general frame of reference. The 

questionnaire was pretested by getting the opinions of leading labor 

union officials from another industry. Four questions were slightly 

modified as a result to make their meaning clearer. One question was 

deleted, as it attempted to measure a subdimension of effectiveness 
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which is out of the jurisdiction of the labor union. 

The first part of the questionnaire measured nine variables. The 

first variable, focal organization attitude toward union activity with­

in the focal organization, was measured by three questions. Three 

other questions were designed to measure the willingness on the part of 

the focal organization to work with the union. The remaining seven var­

iables were each measured with single questions. These variables in­

cluded the number of grievances, the ability to disseminate information, 

the utilization of full time employees, communication between focal or­

ganization and labor union, number of people from the focal organization 

actively involved in union activities, speed of the grievance procedure, 

and the tendency of the focal organization to abuse its power. These 

variables can then be combined to provide a multidimensional evaluation 

of focal organization effectiveness from a labor union's perspective. 

The second section of the questionnaire consisted of three ques­

tions designed to measure the same variable, the focal organization's 

overall effectiveness. These questions were summed and averaged to pro­

vide an overall evaluation. 

Owner 

The instrument utilized to collect data from the owner constituent 

is found in Appendix F. This instrument was divided into two sections. 

The first section looked at effectiveness from a multidimensional per­

spective while the second section evaluated effectiveness from a uni­

versal stance. 

The first section consisted of 15 questions measuring subdimensions 

or variables of effectiveness. The first variable, market share, was 
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measured by three questions. The next three variables were measured by 

two questions each. The variables were the focal organization's mana­

ger's willingness to comply with the owner's wishes, the focal organi­

zation's manager's ability to control people when they were in the 

focal organization, and the focal organization's utilization of its 

people. The remaining variables were measured by one question each. 

These variables were customer complaints, union complaints, budgetary 

considerations, rainchecks issued, and length of checkout lines. These 

nine variables were then summed and averaged, providing a multidimen­

sional evaluation of focal organization effectiveness from the owner 

constituent viewpoint. 

In the second part of this questionnaire, the same process was 

performed. Two questions measuring the focal organization's overall 

effectiveness were combined and summarized. This provided an overall 

assessment of effectiveness of the focal organization by the owner. 

Supplier 

The instrument utilized to collect data from the supplier con­

stituent is found in Appendix G. This questionnaire was divided into 

two parts. The first part evaluated effectiveness using a multi­

dimensional approach, while the second part used a "Gestalt" approach. 

The questionnaire was modified slightly after pretesting; two ques­

tions were reworded to make them easier to understand and one question 

was deleted as it asked the obvious and would not provide any differ­

entiation between focal organizations. 

The first part of the questionnaire consisted of 14 questions 

which measured 9 dimensions of effectiveness from the viewpoint of the 
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the supplier. The first four variables were measured by two questions 

each. The variables were the nature of orders placed, promotional co­

operation, shelf space allocation, and concern in product handling. The 

remaining variables were account payment, display area, coupon redemp­

tion, managerial accessibility, and total sales. Each of these variables 

was measured by a separate question. These subdimensions were then 

summed and averaged, providing an evaluation of the effectiveness of the 

focal organization as assessed by its suppliers. 

Part two of this questionnaire consisted of two questions measuring 

the same variable, focal organizational overall effectiveness. In a 

similar manner to part one, the responses were summed and averaged, pro­

viding another evaluation of effectiveness, but from a more universal 

point of view. 

Once a score had been obtained for each respondent, an averaging 

process began. All of the scores for each respondent of a given con­

stituency type were averaged. This resulted in an effectiveness score 

for each organization by constituency type. Next, these scores were 

averaged to get a single effectiveness score for each organization by 

its constituents. Using these scores, it is now possible to rank the 

organizations in terms of their effectiveness. This ranking, the 

CMOE, is a measure of effectiveness which does not violate the assump­

tions of systems theory and thus more closely represents reality. 

Reliability of the Instruments 

In order to accept the findings of the CMOE measure, it is neces­

sary to show that the measures are reliable. Reliability simply means 

that measures consistently measure whatever it is that they were designed 
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to measure. Thus, reliability is concerned with the reduction of 

measurement errors which by their very nature bias the results. Al-

though it is not possible to eliminate totally these errors, steps must 

be taken to keep them at a minimum. If this is done, the instrument 

can be said to be reliable. 1S 

The major source of measurement error comes from the inappropriate 

sampling of potential content. Thus, a good test of reliability is one 

which is based on the internal consistency of a given instrument. One 

such reliability test is coefficient alpha. Coefficient alpha 

••• represents the expected correlation of one test with 
an alternate form containing the same number of items. 
The square root of coefficient alpha is the estimated 
correlation of a test with errorless true scores. It 
is so pregnant with meaning that it should routinely be 
applied to all new tests.16 

From the above quotation, it is obvious that such a test should be 

widely utilized in basic research such as this study. Further re-

liability which has been estimated from internal consistency is usually 

very close to the reliability estimated from correlations between al-

ternate forms. In fact, coefficient alpha sets the upper limit for the 

reliability of a given instrument. 

The level of reliability acceptable for a given instrument is a 

function of the type of research being employed. 

In early stages of research on predictor tests or hy­
pothesized measures of a construct, one saves time 
and energy by working with instruments with only modest 
reliability, for which purposes reliabilities of .60 
or .SO would suffice.17 

If significant correlations are found, methods exist for discovering 

how much the correlation will increase when more reliable measure-

ments are utilized. However, if the desired reliability level is 
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initially high, the tests may well become excessively time consuming to 

administer and score. Thus, given the nature of this study, a re-

liability factor between .50 and .60 will be considered acceptable. 

It was not possible to calculate reliability scores for each of 

the instruments employed in the study the focal organization when the 

coefficient alpha formula was utilized. This was because three of the 

constituent types, government, labor union, and owner had only one re-

spondent for each focal organization. There were also some problems 

resulting from the small sample size of the suppliers, and especially 

the competitor constituency. As mentioned, these reliability scores 

were calculated using the coefficient alpha formula: 

1 -

where: rKK = reliability score 

K = number of items in the instrument 

't(i2 = sunnnation of the item variances 

ly2 
Qi =variance of the instrument scores. 

Thus, the respondents were grouped together by type and a reliability 

score was calculated for ea~h constituent. Table I shows the results 

of this calculation. As is obvious from the table, the reliability of 

the instruments exceeds the acceptable minimum level. 

One final point about the reliability of the instruments should be 

noted. Several items from three of the instruments were not included 

in the analysis of the data. Preliminary reliability measures were not 

satisfactory for the instruments utilized to collect data from the corn-

petitor, government and supplier constituents. An inter-item correla-

tion matrix was constructed for each of these constituents. In each 



Constituent 

Competitor 

Consumer 

Government 

TABLE I 

RELIABILITY SCORES OF THE 
INSTRUMENTS EMPLOYED 

Labor Union 

Owner 

Supplier 
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Score 

.8297 

• 7205 

• 5802 

.8002 

.6048 

.8384 
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case, one or more items were found to be either negatively or only weak­

ly correlated with an overall constituent score. Further, it was dis­

covered that this item was negatively or weakly related with the 

majority of the other items comprising the instrument. These non­

correlating items were eliminated from any further analysis. 

The supplier constituent instrument contained only one non­

relating item. This item was evaluating the focal organization in 

terms of the number of coupons redeemed. Many of the suppliers sur­

veyed did not use coupons as part of their marketing strategy. Thus 

they were unable to evaluate in a knowledgeable way the actions of the 

focal organization in this area. 

The competitor constituent instrument contained two items that 

were neither strongly correlated with the overall competitor score nor 

with other competitor items. The first item was concerned with the 

pricing policies of the focal organization. From the data, it appears 

that the respondents either did not know the pricing patterns of the 

focal organization, or they felt that because the focal organization was 

a member of a chain, it had no control over this process. This latter 

alternative appeared to be the most acceptable. The second item was, 

to the researcher, a most surprising one. This item was concerned with 

the facilities of the focal organization. Although it would seem that 

this would be an important variable to a competitor, in this study the 

facilities did not discriminate between an effective and an ineffective 

organization. 

The governmental constituency instrument contained three non­

correlating items. The first item concerned the focal organization's 

compliance with licensing regulations. From the data it was evident 
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that from the government's point of view, a focal organization must 

comply. Hence, all did and the item did not discriminate. The same 

was true of a second item, the quality and freshness of the focal or-

ganization's products. By definition, the focal organization must 

have quality and fresh products, and again no discrimination existed. 

The final item dealt with an area outside the jurisdiction of the 

governmental agency selected to represent the government constituency. 

Thus, the responses to the item concerning the hiring practices of the 

focal organization could not be answered from a knowledgeable basis. 

Validity of the Instruments 

Not only must the instruments be reliable, they must also be valid. 

However, there are several different types of validity. One type is 

called content validity. Content validity is concerned with whether the 

instrument accurately samples from all the possible content existing in 

a given field. This type of validity is more common in test construe-

t . d ld b f . . f. h · · · lS A ion an wou not e o great s1gn1 icance to t is s1tuat1on. 

second type of validity is called face validity, which is simply an es-

timate by an expert in a given field that the instrument actually meas-

h l"t 19 ures w at purports to measure. 

A third type of validity is called predictive or concurrent valid-

ity, and is concerned with how well an instrument is able to estimate 

some important form of behavior. In this study the instrument involves 

the rating of the organizations by their constituents and the behavior 

to be predicted is organizational effectiveness. The amount of validity 

is determined by the degree of correspondence between the two measures. 

Obviously, the higher the correspondence, the greater the relationship 
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and the more predictive validity associated with the rankings. Pre-

dictive validity is, however, of limited usefulness in this particular 

situation. In order to understand why this is so, it is first necessary 

to recall the previous discussions which highlighted the deficiencies of 

past attempts to measure organizational effectiveness. It will be re-

called that these attempts used questionable models of the organization 

and often measured only a limited part of this complex variable, ef-

fectiveness. Thus, based on these past studies, there are not any good 

instruments to measure effectiveness. This makes it impossible to val-

idate the CMOE by comparing it to past organizational effectiveness 

measures because the past measures are not here considered as being ap-

. 20 
propr1ate. 

This problem of predictive validity holds in many other situations 

as well, and has led to a shift toward emphasis being placed on a 

fourth type of validity, construct validity. A construct is a variable 

that is more abstract than it is concrete, which would certainly be the 

case when organizational effectiveness is at issue. Effectiveness 

means different things to different people. The various constituents 

would analyze different organizational activities in assessing an or-

ganization's effectiveness. This fact, that the domain of organization-

al effectiveness encompasses such a large number and variety of vari-

albes, explains the diversity in past studies attempting to measure 

organizational effectiveness. All of these measures have a degree of 

construct validity. The specific amount of validity is determined by 

the extent to which the results would have been similar had different 

or all possible measures been employed. The process of establishing the 

degree of construct validity which this ranking instrument has goes far 
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beyond the scope of this research. In facts the only true test of va­

lidity is over long periods of time, when relationships can be more 

fully explored and evaluated. For purposes of this study, the instru­

ment will be assumed to have some construct validity, by definition, 

the actual degree of which will be unknown. 21 

The Hypotheses to be Tested 

In order to evaluate the model created in this study, the follow­

ing hypotheses will be tested. The hypotheses are presented verbally 

and in mathematical notation and have been grouped for ease of evalua-

tion. 

I. A. The competitors' scores tend to be associated with a summation 

score made up of the other constituent scores. 

r( comp, (cons + govn + labr + ownr + supp))> 0 

B. The consumers' scores tend to be associated with a summation 

score made up of the other constituent scores. 

r(cons, (comp + govn + labr + ownr + suppl))> 0 

C. The government's scores tend to be associated with a summation 

score made up of the other constituent scores. 

r(govn, (comp + cons + labr + ownr + supp))> 0 

D. The labor union's scores tend to be associated with a summa-

tion score made up of the other constituent scores. 

r(labr, (comp + cons + govn + ownr + supp)) > 0 

E. The owners' scores tend to be associated with a summation 

score made up of the other constituent scores. 

r(ownr,(comp +cons+ govn + labr + supp))'> 0 

F. The suppliers' scores tend to be associated with a summation 
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score made up of the other constituent scores. 

r(supp,(comp +cons+ govn + labr + ownr)) >o 
II. A. The competitors' scores tend to be associated with the profit­

ability measures employed by Child. 22 

r(comp, profit)>- 0 

B. The consumers' scores tend to be associated with the profit­

ability measures. 

r(cons, profit)> 0 

C. The government's scores tend to be not associated with the 

profitability measures. 

r ( go vn, prof i t) ' 0 

D. The labor union's scores tend to be not associated with the 

profitability measures. 

r( labr, profit) '0 
E. The owners' scores tend to be associated with the profit-

ability measures. 

r(ownr, profit) > 0 

F. The suppliers' scores tend to be not associated with the 

profitability measures. 

f(supp, profit) ~ 0 

III. A. The competitors' scores tend to be not associated with the re­

sults from the multiple criteria evaluation instrument de-

veloped by Mott. 
23 

r(comp, multiple criteria)~ 0 

B. The consumers' scores tend to be associated with the multiple 

criteria results. 

r(cons, multiple criteria)> 0 



C. The government's scores tend not to be associated with the 

multiple criteria results. 

r(govn, multiple criteria) {: 0 

D. The labor union's scores tend to be associated with the 

multiple criteria results. 

r( labr, multiple criteria) > 0 
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E. The owners' scores tend not to be associated with the multiple 

criteria results. 

r(ownr, multiple criteria) ~ 0 

F. The suppliers' scores tend not to be associated with the 

multiple criteria results. 

r(supp, multiple criteria)~ 0 

IV. A. The CMOE scores (a sunnnation of the six constituent scores) 

tend not to be associated with the profitability measures. 

r(CMOE, profit) ~ 0 

B. The CMOE scores tend not to be associated with the multiple 

criteria results. 

r(CMOE, multiple criteria) "'0 

v. The CMOE score is a combination measure explained partially by the 

profitability measures and partially by the multiple criteria re­

sults. 

CMOE = f(profit, multiple criteria) 
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CHAPTER V 

ANALYSIS OF THE DATA .. 

Introduction 

This chapter involves the evaluation of the hypotheses which were 

stated in the previous chapter. Basically, two statistical techniques 

were required to test the 21 hypotheses. The last hypothesis required 

the use of a step-wise regression statistic. The remaining variables 

utilized Pearson's correlation. These two statistics were calculated 

1 
using the SPSS computer package available at the Oklahoma State Uni-

versity Computer Center. 

Selection of the Measure 

Two different measures of effectiveness were built into each in-

strument. The first section of each questionnaire was designed to 

assess the effectiveness of the focal organization from a multidimen-

sional perspective. That is, to be viewed as effective, a focal or-

ganization must meet a number of different demands placed on it by a 

particular constituent. The second section of each questionnaire was 

designed to assess focal organization effectiveness from a global per-

spective. That is, what makes an organization effective cannot be 

segmented, subdivided and reconstituted to produce effectiveness. 

Table II provides some insight into the solving of this dilemma. 
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TABLE II 

RELATIONSHIP BETWEEN SUBDIMENSIONAL EFFECTIVENESS 
SCORES AND GLOBAL EFFECTIVENESS SCORES 

Constituent r (global, subdimensional) 

Competitor • 5911-fd~ 

Consumer • 6857~1:-f~ 

Government .2173 

Labor Union 

Owner • 62 54-fc 

Supplier • 690()-;'o\: 

* Significant at the .05 level 

** Significant at the .001 level 

72 

From Table II, it is apparent that for five of the constituent in-

struments, the two approaches produce similar results. For these five 

instruments, the two measures had strong, significant correlations. The 

subdimensional measures were chosen, however, simply because the re-

liability of these instruments had already been documented and shown to 

be well above a minimally acceptable level. 

The other instrument, that for the government constituent, presented 

somewhat of a problem. Although there is a positive relationship between 

the two measures, the relationship is small and not significant. Thus, 

a decision had to be made as to which measure should be utilized for 

further analysis. The subdimensional measure was selected for several 

reasons. First, all of the instruments employed in this study to tap 
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constituent responses were designed and tested in the same manner. 

Thus, it would seem logical that the response patterns obtained from 

the respondents would be somewhat similar. Secondly, two questions 

aimed at the global evaluation of effectiveness were the same for all 

constituents. Therefore, if the response patterns are similar and the 

global questions identical, the difference may well lie in the sub­

dimensional part of the questionnaire. This fact was further supported 

by a third reason. Although care was taken to ensure anonymity, the 

government constituency was somewhat reluctant to reply. Reluctant re­

sponders may be more likely to point out a few weak points but still 

evaluate the overall effectiveness of a focal organization as high. 

A final reason for utilizing the subdimensional measure is that the in­

strument has sufficient reliability for the type of study being con­

ducted. In sum, the subdimensional measures were used for all of the 

constituents in further data analysis. 

Evaluation of the Hypotheses 

The first six hypotheses are all related to the same issue. Table 

III is presented in order to depict the correlations between some of 

the variables involved in order to evaluate these hypotheses. 

The first hypothesis$ I.A., states that the competitors' scores 

tend to be associated with a summation score summarizing the other con­

stituent scores. From Table III, there is a strong positive correlation 

between these scores, which is significant at the .05 level. Hence, 

this first hypothesis would be accepted. Competitors use methods for 

evaluating focal organization effectiveness which render results con­

sistent with the scores from the other constituents. 



TABLE III 

THE RELATIONSHIP BETWEEN THE CONSTITUENCY SCORES AND A SUMMATION SCORE: 
EXCLUDING ONE CONSTITUENT AT A TIME 

Sunnnation Score without the: 
Competitor Consumer Government Labor Union Owner 

Competitor .4316* 

Consumer .2810 

Government -. 2829 

Labor Union -.0581 

Owner .3294 

Supplier 

* Significant- at the .05 level 

Supplier 

-.0976 

-...J 
.i::-
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Hypothesis I.B. states that the consumers' scores tend to be as­

sociated with a sllllllllation score summarizing the other constituent 

scores. This hypothesis would be rejected. While there is a correla­

tion between these two scores, it is neither strong nor significant. 

There does exist a relationship between these two measures; however, 

one cannot be sure that this relationship is not simply the result of 

chance. 

The third hypothesis, I.e., states that the scores generated by 

the governmental constituency tend to be associated with a sunnnation 

score summarizing the other constituent scores. This hypothesis would 

also be rejected. By looking at Table III, one notes an interesting 

relationship between these two measures. The correlation between the 

two measures is a little stronger than in the previous situation, but 

it is still not significant. Also, the relationship is negative. This 

means that when the remainder of the constituents evaluate a particular 

focal organization as being high in effectiveness, one would almost be 

able to predict that the government constituent would evaluate the same 

focal organization as low in effectiveness. Because the correlation is 

not significant, however, this is only a general trend, but it is most 

revealing. 

Hypothesis I.D. states that the scores of the labor union con­

stituency tend to be associated with a sunnnation score sunnnarizing the 

other constituent scores. This hypothesis is also to be rejected. By 

looking at the correlation coefficient between these two measures, it 

is apparent that there is little relationship between them. Further, 

what relationship there is tends to be negative. Thus, the labor union 

constituency, in a similar manner to the governmental consistency, 
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evaluates focal organization effectiveness inversely from what the 

other constituents do. Unlike the governmental constituency, however, 

this statement may only be made with a great deal less certainty. 

The fifth hypothesis, I.E., states that the scores of the owner 

constituency tend to be associated with a sununation score sununarizing 

the other constituent scores. This hypothesis would also be rejected. 

As in the case of the consumer constituency, there does appear to be a 

relationship between these two measures. Further, the correlation is 

even slightly stronger. However, the relationship is not significant, 

even though it does get very close (p ~ .078). Also like the consumer 

scores, one cannot be sure that the similarity in results is not simply 

the result of chance occurrences, despite the fact that the correlation 

appears strong. 

The final hypothesis of this first group, I.F., states the scores 

of the supplier constituency tend to be associated with a sununation 

score sununarizing the other constituent scores. This hypothesis is 

also rejected. In similar fashion to the labor union's scores, there 

tends to be little relationship between how the supplier constituency 

evaluates the effectiveness of a focal organization and how the other 

constituents evaluate the same organization. Further, the relationship 

that does exist tend to be negative. Thus, a very weak statement could 

be made stating that the supplier constituent evaluates focal organiza­

tion effectiveness inversely from the other constituents. 

The next twelve hypotheses can also be grouped together. These 

hypotheses attempt to determine how closely the results obtained from 

the six constituents related to results that were obtained by utilizing 

previously developed measures. This group of twelve hypotheses was 
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subdivided into two groups of six. The first subset compared consti­

tuent scores with measures usually associated with the traditional 

theorists. For this study, the traditional measures chosen were those 

utilized by Child 2 in a recent study. The second subset compared the 

constituent scores with the results obtained from the administration of 

Mott•s 3 instrument. This instrument is typical of the multiple cri-

teria research which is popular currently. Table IV is presented to 

aid in the evaluation of the first subgroup of hypotheses. 

As can be seen from Table IV, Child utilized three different meas-

ures in an effort to evaluate organization effectiveness; the average 

growth or increase in sales, the average increase in net profits and 

the average increase in profits to sales. Although eighteen separate 

hypotheses could have been developed to evaluate the relationships de­

picted in Table IV, such an approach would have proven to be both un­

wieldy and unprofitable. In most of the cases, there is adequate con­

sistency to make generalization readily possible. However, it will be 

necessary to compare each constituent's score with these three measures 

which Child employed. 

The first hypothesis of this subgroup, II..A., states that the com­

petitors' scores tend to be associated with these profitability meas­

ures. This hypothesis was rejected, which may seem somewhat surprising. 

It would be natural to assume that these competitors of the focal or­

ganizations would tend to be more leery of and would hence evaluate as 

more effective the more profitable focal organizations. There is a small 

but positive relationship between the competitors' scores and average 

sales increase. This relationship is not significant. When the profit­

ability figures are included, the relationship between the scores 



Competitors 

Cons tuners 

Government 

Labor Union 

Owner 

Supplier 

TABLE IV 

THE RELATIONSHIP BETWEEN THE CONSTITUENT SCORES AND THE PROFITABILITY 
MEASURES UTILIZED BY CHILD4 

Average Increase 
in Sales 

.1904 

.0049 

-.1701 

-.1307 

.4824* 

.0967 

Average Increase 
in Profits 

-.3264 

- .1533 

-.0806 

-.5789* 

-.3293 

.1755 

Average Increase 
in Prof it to Sales 

-.3178 

-.1469 

-.0175 

- • 5450* 

-.3889* 

.0766 

* Significant at the .05 level 

-....J 
00 
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becomes stronger, although it still is not significant. However, the 

direction of the relationship has changed, and the competitors' scores 

are inversely related to the profitability scores. Thus, it appears 

that the competitors either do not care about focal organization 

profitability, or they are not overly concerned by it. 

Hypothesis II.B. states that the consumers' scores tend to be as­

sociated with these same profitability measures. This hypothesis was 

also rejected. From Table IV, it is evident that there is virtually no 

relationship between the constnner scores and either of the three profit­

ability measures. The largest correlation coefficient is .15 and this 

relationship is negative. The conclusion to be drawn is that the con­

stnner constituent evaluates focal organization effectiveness in a manner 

not related to the profitability of the organization. This result is 

not overly surprising .. 

The third hypothesis, 11.c., states that the scores of the govern­

mental constituent are not positively associated with the profitability 

measures. These scores were predicted to be different because many 

governmental guidelines meant to protect long-run profitability may do 

so at the expense of short-run profits. Further, short run profita­

bility may be increased by dubious 'practices which the governmental con­

stituency is supposed to arrest. This hyptothesis was accepted. All of 

the correlation coefficients were negative, indicating an inverse re­

la~ionship between these two measures. However, the correlations were 

not significant. This means that there is no relationship between the 

two scores. Further, the weakness of the correlation indicates more 

strongly the absence of a relationship between them. 

Hypothesis II.D. states that the scores of the labor union 
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constituents are not positively associated with the profitability meas­

ures. From Table IV, it is obvious that this hypothesis was accepted. 

In fact, this hypothesis was the easiest of the group to evaluate. The 

labor union scores significantly correlated negatively, the predicted 

direction, with two of the profitability measures. It is only when the 

labor union scores are compared with average sales increase that the 

relationship became even a bit tenuous. Even here the relationship is 

negative as predicted. Thus, it is not incongruent with the other re­

lationships; it simply does not provide as much support as desired. 

There is little doubt, however, that the labor union constituent 

evaluates focal organization effectiveness much differently from the 

results of the profitability measures. 

Hypothesis II.E. states that the scores of the owner constituent 

tend to be positively associated with the profitability measures. This 

hypothesis was rejected. This is by far the most surprising result, 

the data the most contradictory, and the reason the most elusive. From 

Table IV, it is noted that the owner constituency scores correlate sig­

nificantly with two of the profitability measures. The owners' scores 

are positively related to the average increase in sales. The owners' 

scores are also negatively related to the average increase in profit to 

sales. Thus, the owners' scores are significantly related to two of the 

most corrnnonly used traditional measures, except that the relationships 

are in opposite directions. In order to resolve this dilemma, attention 

is turned to the third relationship between these measures. The owners' 

scores tend to be negatively related to the average increase in profita­

bility. This relationship is strong, though it is not significant, the 

actual significance level being .078. Thus, the hypothesis was rejected. 
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The traditional profitability measures of focal organization effective­

ness result in different evaluations than those of the owner con­

stituent. A possible reason explaining this will be discussed later. 

The final hypothesis in this subset states that the supplier con­

stituency scores are not positively associated with the profitability 

measures of effectiveness. This hypothesis was accepted. It was pre­

dicted that the profitable focal organization would not be overly con­

cerned with maintaining good relations with suppliers, instead making 

heavy demands upon their suppliers. The relationships, although posi­

tive, are quite weak and are insignificant. Thus, the hypothesis that 

there is no relationship between the supplier scores and the profit­

ability measures would be accepted. 

To summarize this first subset of hypotheses, the following should 

be particularly noted. Three of the hypotheses were rejected, and three 

were accepted. In all cases the same conclusion was reached, that none 

of the constituent scores was related to the results that were gener­

ated using the profitability measures employed by Child and other tra­

ditional theorists. The significance of this point will be discussed 

later. 

Table V is presented as an aid in the evaluation of the second sub-

set of hypotheses. It will be recalled that these hypotheses are con-

cerned with comparing the constituent scores with the results of Mott's 

multiple criteria instrument. 



TABLE V 

THE RELATIONSHIP BETWEEN THE CONSTITUENT SCORES 
AND THE MULTIPLE CRITERIA MEASURE OF 

EFFECTIVENESS DEVELOPED BY MOTTS 

Constituent Multiple Criteria 

Competitor .0230 

Consumer -.0470 

Government .3475 

Labor Union .06~0 

Owner -.2201 

Supplier .1426 

The first hypothesis from this subset, III.A., states that the 

competitor constituent scores are not positively associated with the 
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multiple criteria scores. This hypothesis was accepted. Table V shows 

the correlation coefficient between these two measures reveals that the 

relationship is quite small and is not significant. However, it is 

positive, indicating that the two measures may be related. However, 

the appropriate conclusion would be to accept the hypothesis that the 

competitors' scores tend not to be related to results generated by the 

multiple criteria instrtnnent. 

Hypothesis III.B. states that the scores of the consumer constit-

uent tend to be associated with the multiple criteria results. This 

hypothesis was rejected. The correlation coefficient once more reveals 

that the relationship between the two scores is minimal. Further, the 

relationship is negative, the opposite direction of that predicted. 
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Although one may be led to conclude there exists an inverse relation­

ship between the two measures, the negative direction may simply be the 

result of chance. However, it appears obvious that there is little re­

lationship between the two measures. 

The third hypothesis, III.C., states that the government constit­

ent scores are not positively associated with those generated by the 

multiple criteria instrument. This hypothesis was the most difficult 

to evaluate, and was hesitatingly accepted. From Table V it is noted 

that the relationship between these two measures is the strongest of all 

those cited. Further, the relationship is positive, the direction op­

posite that of the prediction. However, the relationship is not sig­

nificant at the .05 level; the actual level of significance is .067. 

Although this correlation is close to being significant, it may be that 

much of the apparent relationship between the two measures is the re­

sult of chance. 

Hypothesis III.D. states that the labor union constituent scores 

tend to be associated with the multiple criteria results. This hy­

pothesis was rejected. Although the correlation is positive and hence 

in the predicted direction, it is small and not significant. Although 

a slightly stronger relationship exists between the labor union scores 

and the multiple criteria scores than was the case when competitor 

scores were compared to the multiple criteria scores, the conclusion is 

the same. The multiple criteria scores tend to be unrelated to the 

labor union scores. 

The fifth hypothesis, III.E., states that the scores of the owner 

constituent are not positively associated with the scores of the multi­

ple criteria questionnaire. This hypothesis was accepted. The 
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multiple criteria instrument seemed to measure effectiveness from the 

perspective of how well the people within a focal organization co­

operated and worked together. It was the contention of the researcher 

that an outside evaluator (owner) would be interested in other factors. 

This data supported this contention, the measures were not related, as 

the relationship is negative and not significant. The scores of the 

owner constituency tend to be unrelated to the multiple criteria 

scores. 

Hypothesis III.F., the final hypothesis of this group, states that 

the supplier constituent scores are not positively associated with the 

results generated by the multiple criteria instrument. This hypothesis 

was also accepted. The correlation coefficient for the relationship be­

tween these two measures is positive, which is opposite the predicted 

direction. However, the correlation is weak and is not significant. 

Hence, the hypothesis that the supplier constituent scores tend not to 

be associated with the multiple criteria scores would be accepted. 

In sunnnary, none of the six constituent scores tended to be sig­

nificantly associated with the multiple criteria scores. The government 

scores were somewhat related, but as noted, not significantly. Further, 

two of the constituent scores were negatively related to the multiple 

criteria results, although in neither case was the relationship sig­

nificant. But it is apparent that the constituents tended to be evalu­

ating focal organization effectiveness in a manner unrelated to the 

methods used by the multiple criteria researchers. 

It will be remembered that this was the same conclusion which was 

drawn after evaluating the first subset of hypotheses. Thus, after 

evaluating this group of twelve hypotheses, the same consistent 
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conclusion emerges. The constituent scores tend not to be associated 

with the measures used in the past which attempted to assess organiza-

tional effectiveness. Before discussing the implications of these re-

sults, two more hypotheses need to be considered. Table VI is pre-

sented to evaluate these two hypotheses. 

TABLE VI 

THE RELATIONSHIPS BETWEEN PAST ATTEMPTS 
OF MEASURING ORGANIZATIONAL 
EFFECTIVENESS AND THE CMOE 

Average Increase 
in Sales 

Average Increase 
in Profits 

Average Increase in 
Profits to Sales 

Multiple Criteria 
Scores 

* Significant at the .05 level 

CMOE 

.1839 

- • 5668~~ 

.0801 

These two hypotheses both utH ize the CMOE score. This score is a 

summation score representing the six constituents. The first hypo-

thesis, IV.A., states that the CMOE scores are not positively associated 

with the profitability measures used by Child. It would be logical to 

assume that if the individual constituent scores did not tend to be as-

sociated with these profitability scores, then a summation score of 
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them would also not be positively associated with the profitab.ility 

measures. This assumption was supported, and by observing the correla­

tion coefficients in Table VI, the above hypothesis would be accepted. 

Two of the coefficients clearly show by their strong, significant, and 

negative values that they tend to be negatively related to the profit­

ability measures. This strong inverse relationship is negated somewhat 

by the correlation coefficient for average increase in sales. This co­

efficient is positive, indicating that there may be some relationship 

between these two measures. However, the relationship is weak and it 

is not significant. Thus, the above hypothesis remains viable and ac­

ceptable, the CMOE scores do not tend to be positively associated with 

the profitability measures. 

Hypothesis IV .B. is very similar to IV .A. It states that the CMOE 

scores are not positively associated with the results generated from 

the multiple criteria instrument developed by Mott. This hypothesis 

was also accepted. There are two arguments which lead toward this ac­

ceptance. First, as in the previous case, the multiple criteria re­

sults tended not to be associated with the individual constituent 

scores. Thus, if the relationship did not exist individually, there is 

no reason to assume that it would exist in a summative score. This po­

sition is supported by the correlation coefficient found in Table VI. 

Secondly, evaluation of the coefficient reveals that the relationship, 

although positive, is weak and not significant. Thus, although the cor­

relation would indicate a relationship between the variables, because 

of its lack of magnitude, the relationship may simply be the result of 

chance. Hence, the conclusion would be reached that the CMOE scores 

tend not to be associated with the results from the multiple criteria 

instrument. 
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One final hypothesis will be evaluated in order to gain additional 

insight into the relationships between these three measures. This hy­

pothesis, v., states that these three measures are not independent 

measures. In fact, the CMOE score is a measure which is explained by 

the other two measures, profitability and the multiple criteria in­

strument. In order to test this hypothesis, a multiple regression 

model was run. The model used step wise regression with forward in-

clusion. This meant that the independent variable explaining the 

most variance was entered into the regression model first. Then the 

variable which explained the next most variance was entered, and so on. 

This process continued until a predetermined statistical significance 

level was obtained, which for this study was .OS. The dependent vari-

able used in this regression model was CMOE. The independent vari-

ables were Child's profitability measures, average increase in profits, 

sales, and in profit to sales, and the multiple criteria results. The 

results of this regression analysis are shown in Table VII. 

Before discussing the results revealed in Table VII, a qualifying 

statement needs to be made. The multiple regression model assumes that 

the independent variables which are entered into the model are inde­

pendent of one another. From the list of independent variables to be 

included in the model it is obvious that the variables are not inde­

pendent of each other and a great deal of colinearity would be antici­

pated. In this particular regression model, the relationship between 

independent variables was not a problem because three of the variables 

are purported to measure the same thing, profitability. If these meas­

ures were combined and this summative measure was regressed along with 

the multiple criteria score, the results would be little altered. 



TABLE VII 

A REGRESSION MODEL WITH CMOE AS THE DEPENDENT VARIABLE 
AND THE PROFITABILITY SCORES AND MULTIPLE 

CRITERIA INSTRUMENTS AS INDEPENDENT 
VARIABLES 

Degrees of Sum of Mean 
Variance Freedom Squares Square 

Average Increase in 1 713.29552 713.29552 
Profit to Sales 
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F 
Value 

Residual 18 1408.34972 78.24165 9.11657* 

* Significant at the .05 level 

However, in order to see which variable if any best predicts CMOE 

scores, the three measures were treated as if they were independent. 

As can be seen in Table VII, the only variable included in the re-

gression was one of the profitability measures, average increase in 

sales to profit. The calculated F value is significant, indicating 

that there is a relationship between the CMOE scores and the average in-

crease in profit to sales. 2 2 
The R value was .3362. The R value 

"Measures the proportion of total variation about the mean Y explained 

by the regression." 6 The closer this R 2 value is to unity, the closer 

the regression line is to a perfect predicator. Basically, this score 

would be interpreted to mean that approximately 34% of the variation 

about the mean would be explained by this variable. This is not overly 

strong, nor is it unduly weak. This is shown further by looking at the 

square root of the R2 score, which is the multiple correlation co-

ff . . 7 e 1c1ent. In this case, the value would be .5798, which indicates 
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a strong relationship between the variables. Thus, there does appear 

to be a relationship between these two measures. When one recalls the 

correlation between the CMOE scores and these measures, it will be re­

membered that this relationship also existed, and it was negative. 

Thus, the relationship is an inverse one. 

The hypothesis, v., was thus rejected. Only one variable entered 

into the model explaining a significant amount of variance. Thus, 

these three measures tend to be independent, and the CMOE scores are 

not explained by the profitability measures or the results of the 

multiple criteria instrument. 

Post Hoc Analysis 

The evaluation of the hypotheses raised several issues which will 

now be discussed. The issues will be discussed in the same order in 

which the hypotheses were evaluates. 

Relationships Between Constituent Scores 

By reexamining the data utilized to evaluate hypotheses I.A. to 

I.F., and by performing some further calculations, it will be possible 

to get a better understanding of the relationships between the con­

stituent scores. There are two questions for which an answer is 

sought. First, what is the nature of this construct, effectiveness? 

Although each constituent uses different evaluative criteria and is 

primarily concerned with different aspects of the focal organization's 

functioning, is there not some underlying factor tying all these con­

stituents together? Secondly, if there is not some underlying factor 

relating all of the constituents to each other, is there some sort of 



TABLE VIII 

THE RELATIONSH.IP BETWEEN THE CONSTITUENCY SCORES AND A SUMMATION SCORE: 
EXCLUDING ONE CONSTITUENT AT A TIME: AN EXPANDED VERSION 

SUIIllilation Score without the: 
Competito:r Consumer Government Labo:r Union Owner 

Competitor .4316* • 6616** • 7477** .8607** .7031** 

Conslllller .4440* .2810 • 5616* • 7100** • 5279* 

Government .0096 .0243 -.2829 -.2001 .1476 

Labor Union .6553** • 5947* .4036* -. 0581 • 5320* 

Owner • 5720* • 5931* • 7141** .6494** .3294 

Supplier -.193-8 .2487 • 2986 • 3918* .1847 

* Significant at the .05 level 

** Significant at the .001 level 

Supplier 

.7021** 

• 5672* 

.0689 

• 5609* 

• 57 53* 

-.0976 

'° 0 



a grouping pattern among the constituents? The answer to the first 

question relies on an expanded version of Table III, which is pre­

sented in Table VIII. 
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By noting the relationships revealed in Table VIII, several con­

clusions emerge. First, only one of the constituent scores, those of 

the competitor, were significantly related to the scores generated by 

surcmation score which excluded that constituent. Secondly, three other 

constituents, the consumers, labor union and owner all generated re­

sults which were reasonably consistent. Regardless of which constitu­

ent scores was removed, these three constituents were each significant­

ly related to the resulting summation score. This was, of course, not 

true when their own scores were removed, so undoubtedly part of the re­

lationship is with themselves. However, two of these scores also cor­

related with the summation scores which did not include their constitu­

ency's scores. Although the correlations were not significant, they 

were strong. 

A third conclusion concerns the other two constituents. It is 

evident that both the government and the supplier constituents used 

evaluative criteria that were not related to any of the criteria used 

by the other constituents. Further, the criteria used by these two con­

stituents was not the same, and they do not evaluate the focal organi­

zation in the same way. 

To summarize, with the exception of the competitor constituent, 

each constituent type evaluated focal organization effectiveness in a 

different way. There does not seem to be an underlying factor which re­

lates all of these constituents together. 

The second question was concerned with whether the' constituents 
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group together in some manner. This can be resolved with the aid of 

Table IX. This table was constructed by correlating the constituent 

scores with each other. It reveals that three of the constituent 

measures are positively related to each other. The competitor scores 

are significantly correlated with both the consumer and the owner 

scores. Further, the relationship between the owner scores and consumer 

scores is strong. Although the correlation is not significant 

(p ~ .072), this is the highest nonsignificant correlation coefficient 

in the table. The only other significant relationships are between the 

government and the owner scores, and between government and supplier 

scores; both of these relationships are negative. Thus, there is a 

significant negative relationship between the way the government con­

stituent evaluates a focal organization and the way the owner and sup­

plier constituents evaluate the same organization. Further, the nega­

tive relationship is also evident between the government scores and the 

scores of both consumers and competitors. In both situations, however, 

the relationships are not significant. There is a small, nonsignificant 

relationship between the owner and supplier scores. 

In sum, three of the constituents tended to evaluate focal organi­

zation effectiveness in the same way. The other three constituents 

evaluated focal organization effectiveness in a different way. However, 

this evaluation differed for each constituent type. As previously 

noted, the government and supplier scores are significantly negatively 

related. Similarly, there is a strong, though not significant, nega­

tive relationship between the labor union and supplier scores. Finally, 

there is a very small and insignificant relationship between the govern­

ment and labor union scores. The relationship is so small that the in­

fluence of chance should certainly not be overlooked. 



Competitor 

Consumer 

Government 

Labor Union 

Owner 

Supplier 

TABLE IX 

THE RELATIONSHIPS THAT EXIST BETWEEN THE VARIOUS CONSTITUENT 
EFFECTIVENESS SCORES 

Competitor Consumer Government Labor Union 

1.0000 

• 537 5* 1.0000 

-.1574 - .1210 1.0000 

-.0355 - .134 7 .2244 1.0000 

• 4527* .3389 -.5251~'<" .0885 

.1681 -.0017 - • 407fri: -. 2500 

* Significant at the .05 level 

Owner 

1.0000 

.1772 

Supplier 

1.0000 

'° w 
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The Validity of the Profitability Measures 

The next issue to be discussed is concerned with the usefulness of 

the Child instruments to this particular industry setting. Child 

utilized growth as evidence of the effective organization; thus he 

looked at average increase of sales, of profits, and of profits to 

sales. In an industry where organizations are experiencing steady 

growth, this may be an appropriate yardstick. However, when the profit­

ability of the organizations fluctuates from year to year, such an in­

strument may be inappropriate and misleading. To illustrate the 

importance of this point, consider the following two hypothetical focal 

organizations. Organization A had relative profits for the last five 

years of 10.0, 10.1, 10.2, 10.3 and 10.4. During the same time period, 

Organization B had relative profits of 10.0, 1.0, 5.01 7.5, and 1.0. 

Using Child's measure, Organization A would have an average increase in 

profits of .0115. On the other hand, Organization B would have an 

average increase in profits of .9333. Not many people, looking only at 

the raw data, would argue that Organization B was more effective than 

Organization A. Yet in this situation, that is the conclusion which 

would be drawn using Child's measures. An evaluation of the profita­

bility data being utilized in this study will reveal that fluctuations 

of this nature are occurring. Amore suitable profitability measure 

may be to calculate average profitability for each focal organization 

and compare that measure with the constituent scores and the CMOE score. 

Table X is presented so that these new relationships can be evaluated. 

The focal organizations were split into two groups because financial 

data was available for only four years for one of the focal organization 

chains. This does not, however, overly complicate the analysis. There 



TABLE X 

THE RELATIONSHIP BETWEEN THE CONSTITUENT AND 
CMOE SCORES AND AVERAGE PROFITABILITY 

Average Profitability 
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Constituent Focal Organization X Focal Organization Y 

Competitors • 6018* • 7293, ... 

Consume rs -.0997 .4020 

Government -.0610 -.8344*~( 

Labor Union .1083 -. 5313 

Owner • 5497, ... • 4919 

Supplier .4749 .8 573*~"' 

CMOE • 5358 .1529 

* Significant at .OS level 

'I'\* Significant at .001 level 

appears to be a greater degree of relationship between this new meas-

ure of profitability and the constituent scores than when the Child in-

struments were employed. Focal Organization X had two significant 

relationships, the competitor scores and the owner score, which were 

significantly related with average profitability. Focal Organization Y 

had three significant relationships, although one, the government score, 

was negative. The two positive correlations were the competitors' scores 

and the supplier scores. The relationship between the CMOE scores and 

average profitability was the same as when Child's measures were used. 

In the previous section it was noted that there tends to be a 

, . 



96 

relationship between three constituent scores, competitor, consumer and 

owner. The relationship between these three scores breaks down a bit 

when .compared to average profitability. For Focal Organization Y, the 

correlation coefficients for competitor, consumer and owner were 

strong and positive; however, only one was significant. For Focal Or­

ganization x, the relationship is even less stable. The competitor and 

owner scores were both strong, pos.itive and significant, indicating 

agreement. The consumer score, however, was weak, negative and insig­

nificant, meaning that the measures may not be as closely related as 

once thought. 

The most surprising finding is the relationship between the sup­

plier score and average profitability. For one focal organization, the 

correlation coefficient is highly significant. For the other, the re-

lationship is strong positive, and almost significant. 

To summarize, Child's profitability figures may have been more ap­

propriate had the focal organizations been operating in more of a 

growth industry. In this situation, however, average profitability may 

have provided a more appropriate measure. Some of the hypotheses would 

have been answered in a different manner were average profitability 

used. However, even with the use of this measure, the conclusion still 

remains that the CMOE scores tend not to be associated with the profit­

ability scores typical of the traditional theorists. 

The Relationship Between Past Effectiveness 

Mea,sui:;es .. 

The final issue to be discussed is concerned with the relationships 

between the profitability measures and the multiple criteria results. 
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Both measures claim to be evaluating organizational effectiveness. 

Hence, the correlation between the two measures would be expected to be 

high. The results of Table XI are most revealing. 

TABLE XI 

THE RELATIONSHIP BETWEEN THE PROFITABILITY 
AND THE MULTIPLE CRITERIA MEASURES 

Multiple Criteria Measures 

Average Increase in 
Sales 

Average Increase in 
Profits 

Average Increase in 
Profits to Sales 

Focal Organization X 
Average Profits 

Focal Organization Y 
Average Profits 

-.3247 

-.1335 

-.1425 

-.0767 

-.0662 

As can be readily seen from the above table, the correlation co-

efficients are all negative and not significant. These two measures 

do not seem to be related with one another. 
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CHAPTER VI 

SUMMARY, CONCLUSIONS, AND RECOMMENDATIONS 

Summary 

(The issue of organizational effectiveness has been a topic which 

has been widely discussed and debated. It is an area, however, that 

has not been widely researched. Even a cursory review of literature in 

the area will off er suggestions for why this may be. The issue is a 

most complex one, as evidenced by the diversity in the attempts to ex-

plain organizational effectiveness. The variables to be included in 

the study are not apparent. The relationship between these variables 

may be impossible to predict. Generally, the theorists who have studied 

organizational effectiveness can be grouped into four general types;J 

rThe first t.Jl.pe of theorist might be labeled a traditionalist, and 
v 

would employ a microeconomic model of the organization and would evalu-

ate effectiveness in terms of productivity, efficiency and/or profita-

bility. The ~ of theorist is labeled a behavioralist. This 

type of theorist notes the importance of the psychosocial variables 

which exist in the organization and the effect which these variables 

have on effectiveness. They define effectiveness in terms of produc-

tivity, efficiency, or profitability. Thus, these theorists also rely 

on a microeconomic model of the organization. The third type of 

theorist is the multiple criteria theorist, who tends to evaluate ef-

fectiveness in terms of both psychosocial variables and productivity, 

99 
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efficiency, or profitability variables. It seems clear that this third 

group of theorists also relies on a microeconomic model of the organi­

zation. A final group of theorists has begun a limited shift, is re­

ferred to as limited systems theorists. Realizing the limitations 

associated with using a microeconomic model of the organization to ex­

plain organizational functioning, these theorists have begun rejecting 

some of the premises upon which the microeconomic model is built. These 

premises are being replaced with those from systems theory. It is the 

contention of this study that theory development needs to continue in 

this directioii2 

\Jhe introduction of general systems theory to the study of organi­

zations has had a profound effect on organizational theory. Systems 

theory has permeated virtually all research conducted today in organi­

zations. Proponents and critics alike have adopted the assumptions, 

precepts, and tenninology of systems theory. It is most unlikely that 

a journal article published this year in the study of organizations 

could be found which has not been influenced by, if not built upon the 

the systems theory viewpoint. Systems theory provides the foundation 

for development of models which are significantly different from the 

microeconomic models of the past. However, the methodologies which are 

being employed to test these models tend to be inconsistent with the 

assumptions of systems theory. Methodologies appropriate when micro­

economic models of the organization are employed become inappropriate 

when a systems theory based model of the organization is employed_;? 

['The theoretical model developed in this study is consistent with 

the assumptions of general systems theory. The methodologies developed 

for this study came from the theoretical model and are also consistent 
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with systems theory assumptions. It seems logical, then, that the find-

ings of this study are the findings which result from employing systems 

theory. One may discount these findings only by discounting systems 

theory. However, if systems theory is to continue as a useful explana-

tory theory of organizational behavior, measu'res such as those developed 

in this study must be employed. 

Conclusions 

There are ~hree primary conclusions to be drawn from this study. 

The first conclusion offers support for some of the ideas set forth in 

1 Thompson's book. This conclusion is based on the finding that three 

of the constituent scores tend to be related to one another, while the 

other three tended to be unrelated. This finding provides support for 

the theoretical model which was developed earlier. 

pt may be recalled that Thompson 2 argued that the effective or­

ganization must do two things. First, it must identify its important 

constituents. Second, the organization must interact with these con-

stituents in such a way as to ensure organizational success. This im-

plies the need to stratify the constituents into a hierarchy of relative 

importance. The organization then would be in a better position to de-

termine its strategy for meeting demands placed on it by its constitu-

en ts. Those of most importance to organizational success must receive 

the mos,t attention in terms of ensuring that the interaction between 

the organization and the constituent is appropriate. It would follow 

that other constituents, which comparatively would be ignored by the 

organization, would tend to evaluate the organization differently than 

would the constituents deemed to be importan:sJ 
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\ 
The data offers some support for these ideas. The focal organiza­

tions tended to be evaluated in the same way by the competitor, consumer 

and owner constituents. Although the relationship was not totally sig­

nificant, it did seem to exist. The other three constituent scores 

tended not to be related. Thus, the following conclusions appear logi­

cal. The focal organization views the group of three constituents as 

being most significant to the organization in terms of survival. Thus, 

much of the focal organization's resources are invested in the inter­

actions between the focal organization and these constituents. The re­

maining three constituents, government, labor union, and supplier, are 

viewed as less threatening to the focal organization and hence the 

interaction becomes a low priority item. The effect is a different 

evaluation of the focal organization's effectiveness by these con­

stituents. 

The next conclusion is based on the logical ending of a series of 

small steps. By tracing through four steps, it will be shown that from 

a systems theory perspective the constituents of a focal organization 

determines its effectiveness. 

The first step in this process serves as a foundation point. If 

methodologies employed in assessing organizational effectivenesses are 

derived from models which inaccurately describe the organization, then 

the results of these methodologies must be suspect. The model of or­

ganizational functioning used by both the traditional and multiple 

criteria theorists is microeconomic, and their respective methodologies 

are consistent with this model. However, the organizations being eval­

uated violate some of the assumptions which the microeconomic model 

holds about organizational functioning. The organizations are more 
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accurately described by systems theory. However, as noted, the use of 

either profitability or multiple criteria measures would be inappro-

priate because both of these measures are incongruent with a model 

built on systems theory. In sum, .when using systems theory, prof ita-

bility and multiple criteria measures render misleading results. 

The second step in this process is the recognition that the CMOE 

measures are consistent with organizational models built on systems 

theory premises. Thus, if systems theory is appropriate to describe 

these organizations and their behavior, then these measures should be 

useful in obtaining data about their functioning. Further, these 

measures are for the most part both valid and reliable. This being the 

case, credence should be given to these results, even though other 

measures may result in somewhat different findings. 

The third step in the process is the realization that organiza-

tions are continually being evaluated. Constituents with which a given 

organization interacts are capable of and do evaluate the effectiveness 

of that organization. Whether this evaluation is desired or not is im-

material;. it takes place. Constituents are evaluating the focal organ-

ization to ensure that the results of the interaction between them are 

as beneficial as possible to the constituent. Thus, it would seem to 

be in the best interest of the organization also to seek to ensure that 

the interactions are appropriate for the organization. If an organiza-

tion is going to be evaluated, then it is important to be prepared for 

the evaluation process. 
\ 

The final step in this process is the recognition of the impact 

which the environment (the constituents) of an organization has on the 

effectiveness of the organization. Organizations exist in situations 
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of exchange between themselves and their environments. They must draw 

resources from the environment and they must export outputs into the 

environment. Survival of the organization is dependent upon the pro­

duction of outputs which have more value to the environment than other 

outputs that could be generated with the inputs. Although the organi­

zation can establish some power over its environment, it cannot neglect 

the interactions between itself and its environment. 

likely be dysfunctional, or counterproductive. 

To do so would 

~' measures based on microeconomic models which do not ac-

curately describe the organization in question result in misleading 

findings about organizational effectiveness. The measures developed in 

this paper are consistent with systems theory, which states that organ­

izations exist in environments comprised of constituents- with which 

they must interact. Thus, to evaluate the effectiveness of an organi­

zation using systems theory, it is not only appropriate, but also de­

sirable to ask the constituents with which the organization must deal;J 

The final conclusion to be drawn deals with the relationship be-

tween the three measures. The multiple criteria measures and the 

profitability measures purport to measure organizational effectiveness, 

yet they generate results which are not related to each other. The 

reason for this di"screpancy may be a lack of reliability, the inap­

propriateness of the measures, or perhaps a combination of both of these 

facts. Further, neither of these measures is positively related with 

the CMOE scores. Because both the profitability and multiple criteria 

measures are derived from microeconomic models, and the CMOE is consis­

tent with a systems theory based model, this finding is hardly sur­

prising. Thus, the CMOE scores are a different and more desirable 
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measure of organizational effectiveness than these two previously em­

ployed measures. 

The purpose of this study was to create a new measure of organi­

zational effectiveness, a measure which was consistent with systems 

theory and one which was reliable and valid. With the development of 

the CMOE, this purpose has been ac'complished. 

Recommendations 

There are basically five recommendations that seem appropriate as 

a result of this study. The first concerns the application of this 

methodology and these measures to other types of research. One very 

corrmon phrase foundin much contemporary research is a disclaimer recog­

nizing the limitation of the measure, e.g. profitability. Yet the re­

searcher uses this measure because other suitable measures are not 

available. While CMOE or other systems theory consistent measures may 

not be as convenient to obtain, they produce results which are sig­

nificantly different. It thus seems apparent that future research 

needs to utilize these systems-based measures if organizational ef­

fectiveness is to be understood and predicted. 

A second recommendation is the replication of this study in other 

industrial settings and in other geographical regions. This study was 

conducted among a sample of supermarkets located in the northeastern 

quadrant of Oklahoma. The findings may be specific to the sample. 

While this is not the contention of the researcher, further study could 

provide support for the findings. Further, this study was culturally 

bound. It would be most enlightening to see if the relationships have 

a more universal application. 
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It is also reconnnended that additional study be conducted to de­

velop a methodology for identifying the constituency of a particular 

organization. The effective organizations are able to identify most of 

the important constituents, but this is not an easy task. The problem 

is further complicated by the dynamism of the environments faced by many 

organizations today. Thus, not only must the constituents be identi­

fied, there needs to be a method developed for tracing their short and 

long run interactions with the organization. Such information would be 

most useful to an organization as it strives to determine, given its 

limited resources, which interactions are of most importance to the or­

ganization. 

The fourth recommendation also encourages further study. One of 

the limitations of this study is that it does not go far enough. To 

be effective, an organization must meet the demands placed on it by its 

constituency. This is, however, only a necessary condition; it is not 

sufficient. What is lacking is a determination of who are the most 

significant constituents. That is, an organization may be meeting all 

constituent demands except for one. However, if this constituent is the 

most important and powerful constituent with which the organization must 

interact, the organization would likely not be effective. What is 

needed is some method of weighing the constituents such that their 

relative importance to the organization is reflected in their respective 

weightings. This seems to be the next step in understanding organiza­

tional effectiveness. 

The final recommendation concerns the organizations involved in 

the study, but would be applicable to other practioners as well. It 

seems clear from the results of the study that business organizations 
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need to pay increasingly more attention to the individuals, groups, and 

organizations with which they interact. Relying exclusively on profit­

ability as an evaluative criteria may be a most unwise stance if the 

organization is to assess accurately the environment within which its 

exists. Yet it is within the context of this environment that the con­

tinued survival of the organization will be determined. 

As noted, organizations are being evaluated by their constituents. 

Hence, it would be wise for the supermarkets to determine what evalua­

tive criteria are being employed by these constituents. This knowledge 

would help the supermarkets detennine how to meet optimally the ex­

pectations which the constituents have for them. This would ensure that 

the interactions taking place are in the best interest of the super­

market. 

Finally, the supennarkets need to recognize the relative dynamism 

associated with their industry. While the environment appears fairly 

stable, new constituents are fonning, such as technological innovations, 

and more vocal consumer advocacy groups. The organization that is out­

ward and forward looking will be in a much better position to interact 

with these emerging constituents as they grow in power. 



FOOTNOTES 

1 
James D. Thompson, Organizations in Action (New York, 1967), pp. 

1-3. 

2 . 
Ibid., PP• 26-38. 

108 



A SELECTED BIBLIOGRAPHY 

Beach, Dale S. Personnel: The Management of People at Work. New 
York: MacMillan Publishing Co., Inc., 1975. 

Blake, Robert R. and Jane S. Mouton. The Managerial Grid. Houston, 
Texas: Gulf Publishing Co., 1964. 

Brisset, Dennis and Charles Edgley, eds. Life As Theater, A Dram.aturgi­
cal Sourcebook. Chicago: Aldine Publishing. Co., 197 5. 

Burns, Tom and G. M. Stalker. The Mana~ement of Innovation. Chicago: 
Quadrangle Books, 1962. 

Child, John. "Managerial and Organizational Factors Associated with 
Company Performance, Part I." Journal of Management Studies, 11 
(October, 1974), pp. 175-189. 

"Managerial and Organizational Factors Associated with Com­
pany Performance, Part II. 11 Journal of Management Studies, 12 
(February, 1975), pp. 14-25. 

Combs, Arthur W., Anne Cohen Richards and Fred Richards. Perceptual 
Psychology. New York: Harper and Row, Publishers, 1976. 

"Consumer Behavior in the Supermarket." Progressive Grocer, 54 (October, 
1975), pp. 20-52. 

Dill, William R. "Environment as an Influence on Managerial Autonomy." 
Administrative Science Quarterly, 2 (March, 1958), pp. 409-443. 

Draper, Noman and Harry Smith. Applied Regression Analysis. New York: 
John Wiley & Sons, Inc., 1966. 

Dubin, Robert. Theory Building. New York~ The Free Press, 1969. 

Duncan, Robert B. "Characteristics of Organizational Environments and 
Perceived Environmental Uncertainty." Administrative Science 
Quarterly, 17 (September, 1972), pp. 313-327. 

"Multiple Decision Making Structures in Adapting to Environ­
mental Uncertainty: The Impact on Organizational Effectiveness." 
Human Relations, 26 (June, 1973), pp. 273-291. 

Emerson, Richard M. "Power-Dependence Relations." American Sociologi­
cal Review, 27 (February, 1962), pp. 31-40. 

109 



110 

Friedlander, Frank and Hal Pickle. "Components of Effectiveness in 
Small Organizations." Administrative Science Quarf:erly, 13 (Sep­
tember, 1968), pp. 288-304. 

Georgopoulos, Basil S. and Arnold S. Tannenbaum. "A Study of Organi­
zational Effectiveness." American Sociological Review, 22 (Octo­
ber, 1957), pp. 530-541. 

Harbison, Fredrick H. Human Resources as the Wealth of Nations. New 
York: Oxford University Press, 1973. 

Kast, Fremont E. and James E. Rosenzweig. Organization and Management: 
A Systems Approach. New York: McGraw-Hill Book Company, 1974. 

Kerlinger, Fred N. Foundations of Behavioral Research. New York: Holt, 
Rinehart and Winston, 1964. 

Lawrence, Paul R. and Jay W. Lorsch. "Differentiation and Integration 
in Complex Organizations." Administrative Science Quarterly, 12 
(June, 1967), pp. 1-47. 

Lin, Nun. Foundations of Social Research. New York: McGraw-Hill Book 
Company, 1976. 

Mahoney, Thomas A. and William Weitzel. "Managerial Models of Organi­
zational Effectiveness." Administrative Science Quarterly, 14 
(April, 1969), pp. 357-365. 

Massie, Joseph L. "Management Theory.'' Handbook of Organizations. Ed. 
James G. Marsh. Chicago: Rand McNally, 1965, pp. 405-418. 

Mayo, Elton. The Human Problems of an Industrial Civilization. New 
York: The MacMillan Company, 1933. 

Miles, Raymond E. Theories of Management: Implications for Organiza­
tional Behavior and Development. New York: McGraw-Hill Book 
Company, 197 5. 

Mott, Paul E. The Characteristics of Effective Organizations. New York: 
Harper and Row Publishers, 1972. 

Nie, Nonnan H., c. Hadlai Hull, Jean G. Jenkins; Karin Steinbrenner, and 
Dale H. Brent. SPSS: Statistical Package for the Social Sciences. 
2nd Ed. New York: McGraw-Hill Book Company, 1975. 

Nunnally, Jum C. Psychometric Theory. New York: McGraw-Hill Book 
Company, 1967. 

Perrow, Charles. Complex Organizations. Glenview, Illinois: Scott, 
Foresman and Company, 1972. 

Price, James L. "The Study of Organizational Effectiveness." The So­
ciological Quarterly, 13 (Winter, 1972), pp. 3-15. 



Roethlisberger, R. J. and W. ,J. D.ickson. Management and the Worker. 
Cambridge, Massachusetts: Harvard University Press, 1939. 

Schein, Edgar H. Or&anizational Psychology~- Engle:wo-od .Cliffs, New 
Jersey: Prentice-Hall, Inc., 1970. 

lll 

Seashore, Stanley E. and Ephraim Yuchtman. "Factorial Analysis of Or­
ganizational Perfonnance." Administrative Science Quarterly, 12 
(December, 1967), pp. 380-393. 

Smith, Adam. 
Nations. 

An Inquiry into the Nature and C.auses of the Wealth o·f 
Ed. Edwin Cannon.· London: Methuen, 1961. 

Steers, Richard M. "Problems in the Measurement of Organizational Ef­
fectiveness." Administrative Science. Quarterly, 20 (December, 
1965), PP• 546-558. 

Thompson, James D. Organizations in Action. New York: McGraw-Hill 
Book Company, 1967. 

Tulsa City Directory;• 1976. Dallas, Texas: R. L. Polk and Company, 
1976. . 

Webb, Ronald J. "Organizational Effectiveness and the Voluntary Or­
ganization." Academy of Management Journal, 17 (December, 1974), 
pp. 663-676. . 

Yuchtman, Ephraim and Stanley E. Seashore. "A System Resource Ap­
proach to Organizational Effectiveness." American Sociologii1cal 
Review, 32 (December, 1967), pp.- 884-902. 



APPENDIXES 



APPENDIX A 

MOTT'S MULTIPLE CRITERIA EFFECTIVENESS 

INSTRUMENT 

113 



Instructions: 

Please answer the following questions to the best of your ability, Your 
responaes will b0 k''Jll in strictest confidence. Only summary data will be 
reported and. docu•ncnted. 

SECTION I 

In this section of the questionnaire you are asked to consider dlffer.e11t groups, 
individuals, or oq;anizations on whom your supermarket must depend if it is to 
be effective. 

Part A 

Supermarkets must interact with a number of different groups, individuals, 
and organiz:itions in order to be effective. The following list CO!ltains potential 
groups, individuals, or organizations with whom your store ma}' interact. 
Place a check mark ( ) in Column ·A beside those factors which in your judgrr.ent are 
necessary for the store to intt>.ract with in order to be effective. The groups, 
individu:ils, and org<inizations have been placed into categories only to aid your 
reading and should not be viewed as a guide for completing the questionnaire. 

Column A 
Customers: 
1. Actual users of product 

Suppliers: 
2. Product suppliers 
3. Equipment suppliers 
4. Labor supply 

Competitors: 
5. Competitors for suppliers 
6. Competitors for customers 

Socio-Political: 
7. Government regulatory control over your industry 
8. Public political atti.tude toward your industry 

and its products 
9. Relationship with trade unions with jurisdiction 

in the supermarket. 

Financial: 
10. Owner's expectations of performance 
11. Lending institution's evaluation of store 

Technological 
12. Meeting new technological requirements of your 

industry and related industries in production 
of product/service. 

13. Improving and developing new products by imple­
menting new technological advances in your 
industry 

Column B 

Mi.scellaneous: Please list any other 
or organizations not noted above 

groups, individuals 

14. 
15. 
16. 
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Part B 

Of the groups, individuals, and organization::; which you checked fr, Column A 
of the previous section of the questionnaire, please indicate the :!.mportance which 
you would ass:! gn to e<.ch group, individual, or organization by placing a number 
in Column B for that factor, 'lhe numbers are: 

1 n1cans OF GREAT IMPORTANCE 
2 means OF som: IMPORTANCE 
3 menas OF MINOR INPORTANCE 

1'hus, if you have checked actual users of product as being a necessary individual 
with whom your supermarket must interact, and you believe this interaction is of 
great importance, place a 1 in Column B next to "actual users of product." 

SECTION II 

In this section of the questionnaire, you are asked to respond to questions 
about the current and past operations of your store. 

Every worker produces something in his work. It may be a "product" or a 
"service". But sometimes it is very difficult to identify the product or 
service. We would like you to think carefully of the thinp,s that you produce 
in your work and of the things produced by those peopie who wprk around you in 
your organizations. 

a. Thinking now of the various things produced by the people you know in your 
organization, how much are they producing? 

1. Their production is very low 
2, It is fairly low 
3. It is neither high nor low 
4. It is fairly high 
5. It is very high 

b. How good would you say is the quality of the products or serv.ices produced by 
the people you know in your organization? 

1. Their products or services are of poor quality 
2. Their quality is not too good 
3. Fair quality 
4. Good quality 
5. Excellent quality 

c. Do the people in your division seem to get max:l.mum output from the resources 
(money, people, equipment, etc.) they have available? That is, how efficiently 
do they do. 

1. 
2. 
3. 
4. 
s. 

their work? 
They do not work efficiently 
Not too efficient 
Fairly efficient 
They are very efficient 
They are extremely efficient 

at all 

d. How good a job is done by the people in your organization in anticipating 
problems that may come up in the future and preventing them from occurring or 
minimizing their effects? 

1. They do a poor job in anticipating problems 
2. Not too good a job 
3. A fair job 
4. They do a very good job 
5. They do an excellent job in anticipating problems. 
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e. From time to time newer ways are discovered to organize work, and newer 
equipment· an<l techniques are found with which to do the work. How good a job 
do the people in your division do at keeping up with those changes that could 
affect the way they do their work? 

1. They do a poor job of keeping up to date 
2. Not too good a job 
3. A fnir job 
4. They do a goocl job 
5. They do an excellent job of keeping up to date, 

f. When changes are made in the routines or equipment, how quickly do the people 
in your organization accept and adjust to these changes? 
'~~- 1. Most people accept and adjust to them very slowly 

2. Rather slowly 
3. Fairly rapidly 
4. They adjust very rapidly, but not immediately 
5. Most people accept and adjust to them immediately. 

g. What proportion of the people in your organization readily accept and adjust to 
these changes? 

1. Considerably less than half of the people accept and adjust to these 
changes rapidly 

2. Slightly less than half do. 
3. The majority do. 
4. Considerably more than half do, 
5. Practically everyone accepts and adjusts to these changes readily. 

h. From time to time emergencies arise, such as crash programs, schedules being 
moved ahead, or a breakdown in the flow of work occurs. When these emergencies 
occur, they casue work overloads for many people. Some work groups cope with 
these emergencies more readily and successfully than others, How good a job do 
the people in your organization do at coping with these situations? 

J.. They do a poor job of handling emergency situations. 
2. They do not do very well 
3. They do a fair job 
4. They do a good job 
5. They do an excellent job of handling these situations, 
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Please answer the following questions to the hest of your ability, Your 
respo.nses wlll be kept in strictest confidence. 

Section I 

Given the large mmber of super;;;,nkets that exL; t today, there is a great deal 
of competition between stores. Each supermarket must be aware of the actions of 
his competitors if that supermarket is itself to succeed. Because of your loca­
tion, it is predicted that one of your competitors is the Humpty supermarket 
located at Compared with other supermarkets with 
which you a-1:Cf~mi.liar, including your own store, hm; would you judge this 'super­
market? Place a check m<Jrk (1~ in the space provided which most closely represents 
your judgment of this supermarket. 

In comparison to other supennarkets: 

1. Thi.s supermarket captures an 
above average share of its market 

2. This supern3rket has very 
effective advertising. 

3. This supermarket has been 
successful in determining the 
appropriate type of customer 
and appeali.ng to them. 

4. This supermarket tends to 
have inadequate facilities. 

5. '!'his supermarket has a highly 
desirable location. 

6. This supermarket has an ade­
quate and easily accessible 
parking lot. 

7. This supermarket tends to be a 
leader in the utilization of new 
technological innovations (cash· 
registers, etc.) 

8. ThiB supermarket follows normal 
pricing policies. 

9. This supermarket tends to have 
very stronr; drawing power. 

10. TI1is supermarket has a signifi­
cant advantage over others be­
cause of the specialty depart­
ments which it operates. 

11. This supermarket is usually 
thou~1t of as being prestigious. 

Strongly 
Agx:ee Agree 

Strongly 
Neutral Disagree Disagree 
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Section II 

Please answer the following questions by placing a check mark (./J in the space 
provided for th(, . response which most closely represents your opinion. 

12. How closely does thi.s supermarket approximate what you believe an "ideal" 
supermarket would be like? 

very closely approxim:ltes an "ideal" supermarket 
above averar,e approxi.mat:ion of an "ldeal" supermarket 
average approximation of an "ideal" supermarket 
below averace approximation of an "ideal" supermarket 
si.gnificant.ly below average approximation of an '.'ideal" supermarket 

13. Of the supermarkets that you are familiar with, would you rate this store in the 
Top 20% 
Next 20% 
Hiddle 201. 
Next 207. 
Lowest 20% 

14. In my opinion, this supermarket offers 
Very significant competition 
Significant competition 
Some competition 
Lit tlc compcti tion 
No competition 
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Hello, my nCJmc fa -------------- I am a student at Oklahoma State 
University in Stillwater. \fo arc conducting an indepencicnt survey among the 
supermatkets in , Co11ld I take a few minutes of your tiine to get 
your 'responses t-,;-;:;·few brtclquestions? 

1. Do you shop at the -------Supermarket located at 

2. Is this supermarket (a) your regular supermarket, (b) one you occasionally 
use, (c.) one you shop at to buy specials, or (d) one you've never shopped et 

In the following few stntements plense rnte the amount of agreement 1;hich you 
have w:lth the statement. Rate each statement from 1 to 5. A rating of 1 would 
n1ean that you strongly disagree with the statement. A rating of 5 would mean 
that you strongly agree with the st<itement. We are interested in your opinions 
and how .i'.£.1:! judge thi.s supermarket. 

In compariflon to other supermarkets:. 

'111 is Humpty/Safe.way has a more desirable location. 

This Humpty/Safeway has a wider product selection. 

Th1.s llumpty/Safcway has higher prices. 

? 

3. 

4. 

5. 

6. 

7. 
This Humpty/Safeway has a more desirable layout or arrangement of its products. 

This Humpty/Safeway is cleaner. 

8. This Hurnpty/Safeway's products are of higher quality. 

9. This !lump ty /Safeway has a better check cashing policy. 

10. Thi.s Humpty/Safeway has friendlier employees. 

11. 'l11is Humpty /Safeway has longer checkout lines. 

12. 111is llumpty/Safc.,way provi.des better carryout service. 

13. l'his Humpty/Safeway offers convenience, being located near other types of stores. 
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14. This Hurnpty/Safcwny tends to have fewer desirable advertised bargains or specials. 

15. 'l11is llurnpty/Safoway offers greater convenience because it is open more houcs. 

16, This Humpty/Safeway has better customer games (For example, Bingo Bucks) 

ii. This Humpty/Safeway has a better refund policy on the return of damaged or 
spoiled products. 

18. Whnt:. percentage of your groceries would you estimate you buy from this supermarket? 
(l) 0-20% (2) 21-110% (3) 41-60% (4) 61-80% (5) 81-100% 

19. Ovcra11, how would you rate the effectiveness of this supermarket? 
(1) Highly effective (2) effective (3) neither effective nor ineffective 
(4) ineffective (5) highly ineffective 

20. Of the supermarkets you arc familiar with, where would you rank this store? 
(1) top 20% (2) next 20% (3) middle 20% (4) next 20% (5) lowest 20% 

21. llow 1na11y people arc in your family? 

22. In whnt aee brnckct is the head of the household? 

23. 

(1) less than.19 (2) 20-29 (3) 30-44 (4) 45-59 (5) 60 or over 

In what: range <lot"s 
(1) less than 6000 
(5) 15,001-18,000 

your fmnily's yearly income fall? 
(2) 6001-9000 (3) 9001-12,000 (4) 12,000-15,000 
(6) 18,001-21,000 (7) greater than 21,000 (8) No response 
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Instructions: 

Please answer the fol lowl ng quc:; t ions to the best of your ability, Your 
responses will be kept in strjctest confidence. 

Section I 

Supermarke t:s must comply with a number of rules, laws and reeulatiom; i.f 
they arc to continue as successful organizctions. Compared with other su;iermarkets 
with which you are famil.i.ar, how would you judge the compliance of the Humpty 
Supermarket located at ? Place a check mark (µ{in 
the blank which mosL closely represents your judgment of this supermarket. 

In comparison wJth other supermarkets: 

1. 111.e overall attitude of this 
sHpermarh•t toward safety is 
above average 

2. 1he tendency of this supermarket 
to stack displays dangerously 
high is evident 

3. This supermarket has wide 
aisles 

4. '.!his supC!rm~irket provides 
clean and adequate employee 
restroom facilities 

5. This supermarket is more 
concerned about pollution 
control in its disposal of 
pasteboard boxes. 

6. We receive few complaints 
concerning this ~;upennarkct 's 
weight and scale honesty 

7. This supennarket makes an 
effort to comply with licensing 
regulations 

8. This supc,rmnrket makes an effort 
to enforce the law concerning 
sale of beer, cigarettns, ets~ 

9. The hirinr, practices of this 
supermarket evidence an effort 
to comply wfth the law 

10. This supcnnilrket does not tend 
to use deceptive or misleading 
advertising 

Strongly 
Agree Agree 

Strongly 
Neutral Disagree Disagree 
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11. This supermarket appears to be 
concerned about cleanliness 

12. This superm:ukct's products 
appear to have quality and 
freshness 

Section II 

Strongly 
11gree Agree 

Strongly 
Neutral Disagree Disagree 

When answering the following questions, think of the whole operation of this 
supermarket. Please place a check mark (.,/) by your chosen response. 

13. Overall, how would you rate the effectiveness of this supermarket? 
Highly effective 
Effective 
Neither effective nor ineffective 
Ineffective 
Highly ineffective 

14. Of the supermarkets that you are familiar with, would you rank this super-
market in the: 

Top 20% 
Next 20% 
Middle 20% 
Next 20% 
J,owcst 20% 
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Instructions: 

Please answer the following questions to the best of your ability. Your 
responses will be kept in strictest confidence. 

Section I 

Supermarkets hire a large number of skilled employees. In order to continue 
.to be successful, they must provide good w,nk situations and opportunities for these 
employees. Compared with other supermarkets with which you are fa'lliliar, how would 
you judge the concern shown by the Humpty Supermarket loc11tcd at ----.,-----­
Place a check mark (0 in the blank which most closely represents your judgment 
of this supermarket. 

In comparison to other supermarkets: 

1. The number of grievances initia­
ted wi.thin this supermarket is 
more than average 

2. Manag<:>ment docs not hinder union 
information from being dissemin­
ated in this supermarket. 

3. The willingness of this super­
market to employ full time as 
opposed to part time employees 
is average. 

4. The store manager in this 
supermarket allows adequate 
communication between himself 
and union officials. 

5. .The number of people from this 
store actively involved in 
union activities is above 
average 

6. The grievance procedure within 
this supermarket takes too 
much time. 

7. The stoni manager of this 
supermarket has tried to 
work with rather than 
against the unio11 

8. This supermarket allows for 
union busin.:iss to be conducted 
during working ~ours. 

9. Thia supermarket will provide 
repnymcnt of time loss due to 
.t1me taken off to conduct union 
business. 

Strongly 
Agree Agree Neutral 

Strongly 
Disagree Di.sagrec 
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10. This superi'larket has a tendency 
to t.ry to circumvent the seniority 
system in promnting employees 

11. This supermarket often attempts to 
get aroun<l Jl<l}':J.ng higher wages by 
taki.ng j oh class iflc.:-ition systems 
and changinc job titles. 

12. This superinarket tends to abuse 
the power which it holds. 

13. In this supermarket, the store · • 
manager has little concern for 
the probll•ms of the union ste-..mrd 

14. The store manager of this 
supermarket has tried to under­
m1.ne the union position through 
direct dealings with the workers 

Section II 

Strongly 
Agree Agree Neutral 

Stronp,ly 
Disagree Disagree 

Please answer the following quei:;tions by plac.ing a check mark (v) in the space 
provided for tha response which most closely represents your opinion. 

15. Does this supermarket try to live up to its agreements? 
Always 
Usunlly 
llalf and half 
Frequently docs not 
R.a1·ely 

16. On t.he whole, how would you rate the effectiveness of this supermarket in 
(>hawing concern for their employees? 

Highly effective 
Effective 
Neither eff.ec:tive nor ineffective 
Indfoctive 
IU.r,hly ineffective 

17. or the supermarkets that you are familiar with, would you rank this super-
mArket in the 

Top 20% 
Next 20% 
Middle 20% 
Next 20% 
Lowest 20% 
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Instructions: 

Please answer the following questions to the best of your ability. Your 
responses will be kept in strictest confidence. 

Section I 

Every supermarket :In the Safeway chain is obviously responsible to higher 
level manngcment for its actions. However, some of the stores perform better than 
others. Compared to other supermarkets wJ.thin the Safeway chain, how woul~ JOU 

judge the performance of Safoway Store Number . Place a check mark (~ 
in the blank which most closely represents your judgment of this supermarket. 

In comparison to other supermarkets within the Safeway chain: 
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Strongly 
Agree Agree 

Strongly 
Neutral Disagree Disagree 

1. TI1is supermarket's profitability 
is above average. 

2. 11-iis supermarket's share of the 
market within its potential drawing 
region is acceptable. 

3. This supermarket usually meets 
its sales targets. 

4. 'l'his supermarket uses its man­
power wisely. 

5. Few customer complaints are 
heard from this supermarket. 

6. This supermarket rarely 
exceeds its budget. 

· 7. Th:ls supermarket tends to 
issue more rainchecks. 

8. The storE'. manai:ier of this 
superm;irket wi.l lingly follows 
top mam1gement advi cc. 

9. Th:l.s supermarket tends to be 
unwilling to follow suggested 
price lines. 

10. Wa.Jting lines are too long 
with:ln this supermarket. 

11. This store tends to accept 
too many bad, checks. 

l.2. '.l'h:ls store suffers higher losses 
from shrinkage (e.g. shoplift:l.ng, 
employee lheft, etc.) 



13. Few union complaintB are 
leveled ap.alnst Lhls supermarket 

14. The worker turnover within this 
supermarket is above average. 

15. Th:ls supermarket is adequately 
tapping the potential which 
exists i.n its market place. 

Section II 

Strongly 
Agree Agree 

Strongly 
Neutral Disagree Disagree 

Plt>ase answer the following questions by placing a check mark <"1'. in the space 
provided for the response which most closely represents your opinion. 

16. On the whole, how would you rate the effectiveness of this supermarket? 
Highly effective 
Effective 
Neither effective nor ineffective 
Ineffective 
Highly ineffective 

17. Of the supermarkets that you are familiar with, would you rank this supermarket 
in the 

Top 20% 
NP.xt 20% 
Middle 20% 
Next 20% 
Lowest 20% 
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Instructions: 

Please am;wer the following questions to the best of your ability. Your 
responses will be kept in strictest confidence. 

Section I 

Because supermarkets do not manufacture many of the products which they sell, 
they must rely on a nunilier of other organizations if they are to be successful. 
Compared to other supermarkets with which you are familj_ar, how would you judge 
the effectiveness of the Humpty Supermarket located at ~~~~~~~~~~~~ 
Place a check mark <v".I in the blank which most closely represents your judgment 
of this supermarket. 

In comparison to other supermarkets: 

1. This supermarket pays its account 
with above average promptness. 

2. This supermarket takes an 
average number of quantity dis­
counts. 

3. This supermarket gives unfair 
shelf space allocation to its 
suppliers 

4. .This supermarket positions pro­
ducts within the shelf space 
allocated fairly 

S. This supermarket is unwilling to 
provide adequate display areas. 

6. This supermarket gives ade­
quate cooperation concerning 
promotional consideration. 

7. This supermarket is unwilling 
to share in the cost of these 

·promotional activities. 

· · 8. This supermarket redeems an 
above average number of coupons. 

9. · This supermarket provides inade­
quate truck unloading facilities. 

10. This supermarket tends to place 
frequent orders of a small size. 

11. The store manager of this super­
lliarket is readily accessible to 
route salesmen 

12. The total sales of this supermar­
ket are above average. 

Strongly 
Agree Agree 

Strongly 
Neutral Disagree Disagree 
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13. This supermarket tends to 
return more damaged products 
than do other stores 

14. '111e number of short or over 
claims f ilcd by this supcr­
marke t is higher than average 

Section II 

Strongly 
Agree Agree 

Strongly 
Neutral Disagree Disagree 

Please answer the following questions by placing a check mark 6;lf in the space 
provided for the response which most closely represents your opinion. 

15. On the whole, how would you rate the effectiveness of this supermarket in 
comparison to other supe1"t11arket's with which you are familiar? 

Highly effective 
Effective 
Neither effective nor ineffective 
Ineffective 
Highly ineffective 

16. Of the supermarkets that you are f.amiliar with, would you rank this supermarket 
in the 

Top 20% 
Next 20% 
Middle 20% 
Next 20% 
Lowest 20% 
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