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METHODOLOGICAL ISSUES IN EVALUATING
ORGANIZATIONAL EFFECTIVENESS

The pursuit of organizational effectiveness has long been considered
a hallmark of contemporary managers. Unfortunately,” however, while most

. . . 7 )
. . L
organizational analysts agree that mapagers have a central responsibility

Ry

for achieving--or af least pursuing--effectiveness, there is a notable

. o f
lack of consensus concerning what is meant by the concept itself

(Pennings and Goodmafi, 1976). For an economist gr financial analyst,

organizational effectiveness is often eduated with profit or return on

investment. For a line manager, however, effectiveness is often syno-
. . A . v . v

nymous with the level of -output of goods or services. For the R &D

scientist, effectiveness may‘be seen as the number of patents, -inventions, or

new products emerging from an ofganization. And, finally, for many labor

union leaders, effectiveness is often defined in terms of job security,

satisfactidn,'or the quaiity of working life. In short, while there is ¢

general agreement that effectiveness is a desirable attribute for organiza-

[} - -
tions to exhibit, the criteria for its assessment remain unclear.

In view of the many different ways in which managers and researchers

conceptualize the topic of organizational effectiveness, it comes as no

. ..
A related version of this paper will appear in Orgadljzational Dynamics,
in press. This project has been supported by funds supplied under Office

‘of Naval Research contract No. NOOOl4-76-C-~ 01642 NR 170-812, Richard M.

Steers, Pr1nc1pal Investlgator. : %
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surprise that there is equal disagreement concernihg the best strategy

for its attainment. A principal reason for this lagk of agreement stems °
from the rather parochial views that exist concerning the effectiveness

A . . -
construct (see, for example, Campbell et al., 1974). For instance, many

. . people view effectiveness in terms of one evaluation criterion (e.g.,
- , .

profit, productivity, etc.). On the contrary, it is difficult to conceive

of an organization that would survive for long if it pursued a profit goal

.

?$ L exclusibely'and ignored completely the needs and goals of its employees

and of society at la;gé. Organizations typically pursue multiple--and -

. . often'conflicging—-goals and these goals ;end to be different across

organizations depending upon the nature and composition of the particular °

~
'

.-
enterprise and its environment.

. ) A further explanation for th (eneral absence of agreement concerning

.

the nature of effectiveness stems {rom the ambiguity of the concept itself.

» It is often assumed (incorrectly) by organizéti6nal-analysts that the
' . . L~

evaluation criteria for effectiveness can be easily identified (Parsons,

19§6). In point of fact, such criteria tend-to-be rathqr ihpan;}ble épq
. T are largely the result of who is doing the evaluating and what their . ’
- ' specific—frames of reference are. ) 7

. R o
. . Various attempts have been made to_idéngify'relevant facets of,gffec—

tiveness that could serve as useful evaluation criteria (Georgopoulos and

.t

Tannenbaum, 1957; chhﬁmnn'aqd Secashore, 19675 Price, 1968; Mohoney and
Weitzel, 1969). A recent review by this auvthor of“seVeSteeﬁ different

. . ) .

FRIC -
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/ . .
/ approaches to assessing organizational effectiveness revealed a general

aBsegcé of convergence qg;osé the various approaches (Steers, 1975, 1976).

) - - - )
/ Table 1 summarizes the various criteria used in the seventeen models, as

. well as the frequency (expressed both numerically and in percent) with

which.' they are mentioned. As can be-seen in this table, 6nly one criteria.
{adaptability-flexibility) was mentioned in more tha% half of the models.

/

?his critérion was follo&ed, rather distantly, by productivity, satis-

‘faction, profitability, and resource acquisition. Thus, there is little
. ,’- 4 - . . ’ . )
a " agreement among analysts concerning what criteria should be used to -

s
.

t

. .
s —— —— — — —— — —— —— —— ot bt o e

' .
éualuate‘ﬁurrent levels of effectiveness.

Insert Table'l About Here

,’/ b - TmEmemmmme e ———————————— . - ree .
‘/’ -
/ - R

! % PROBLEMS IN EVALUATION \ . ‘ .

This absence of convergence among competing evaluation techniques

presents a serious #Wroblem for both managers and organizational-analysts.

If agreement céﬁnot Ee reached concerning approbriate criteria for pur-

- . poses of assessment, then it'follows that considerable difficulty would
. be eﬁcoun&ered'in attempts to evaluate the relative success or faflure of

it an organization against such criteria. This inability to identifyimeaning-.

ful criteria to be used across organizations results in part from the

existence of several questions (or problems) that must be resolved if we

are to derive more useful approaches to assessing orghnizational effec- .
tiveness. Eight such issues are raised here (see Steers, in press, for a

more detailed analysis).‘

El{lc ' 9  ¥
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time perspective one wishgs-to employ in assessment. For example, i;(
. rs

e

1.

\\ '..‘l
e
: : ¥
. : ki
Is there any such thing as organizatiomal eff
R

b, ;
ectiveness? ‘When
or not there is indeed any suc

~—

h construct.

-

. A
examining the notion of effectiveness, it is only logical to ask whether
\ )

That is, in fhe absence of
. - Y\ .

any tangible evidence, it may be that organizational effectiveness exists

.

’

\
only on an abstract levéi_and has little applicability to Fhe Work place.

‘ ... i .
If effectiveness is indeed-a viable concept from either a psychological

or managerial standpoint, its:place in the study of orgﬁxi
be made more explicit. (

\ . ° .
qations must
‘ , \
\

i
2. How stable are the asLessment criteria? A seEbndlproblem en-

"K

counterdd in attempts to assess effectiveness is that many éf the criteria

~

for evaluatibn change over time. For example, in a growth gcbnbmy, the

.
»
[y

effectiveness of a business firm may be related to-level oﬁ‘capital in-
vestiment; however, during a recession or depreésion, capital liquidity may

-

o

emerge to be a more useful criteria and high capital investment may shift

from an asset to.a liability. Clearly, such criteri§‘do not represent

stable indicators of-organizational success. As a matter of fact, this

transitory nature of many of the effectiveness criterion has led some
. 4

Y

‘of effectiveness.

investigatbrs (é.g., Georgopoulos and Tannenbaum, 1957) to suggest that
adaptability_SY flexibility .represents the centrﬂl vartiable in any model

3.

.

Which time perspective is most appropriate in assessment?
¥

Contributing to the criterion inStability problem is the problém of which
. -

)

o'many of an organization's resources are used in current pkoduction

V'

’

’
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. . . . . ) - . . . . R
. -(a short-run criterion) that little remains for investments in R & D,
I . . ;

. .. the organization may ultimately‘find'itself with outmoded products and
threatened for its very survival (a long-term criterion). Thus, the

v . problem for the manager is how -best to allocate available resources

between short apd long-term considerdtjions so both receive sufficient

- ‘ . . ° . - . . . -
) g support for their respective purpo&éé. : . B .
@ ‘m . . . .
B T : 4. Are the assessment criteria homogeneous?. Most approaches to P
N A ) h [ \\\ )
- - assé551ng efﬁectlveness rely on- a seties of relatlvely dlscreet criteria
l _ (e.g., producgivity,'job satisfacmion, profltaballty) The use of such

multiple measures,however, often leads to problems wheré these criteria

N . . - . 3 . “

* are in conflict with one anotheﬁ( For inStance,'conéider an organization

y 1Y e o . '

that uses productivity and satisfaction as two of its criteria. Produc-
o o . o - . ‘ - -

. Pl . . N . " ’- 3 -
tivity.can often be increased (at least in the short-run) by pressuring
- ’ o o
employees to exert greater energy. .Such efforts by management "are likely
— : . -~ 3 LY .
e {
to result in reduced satisfaction, hoiever.. On the other hand, .satis-—

. factiop_may-be inc;eaéed’by yielding employees demands for increased

leisure time and reduced production pressures), Bhe;ebﬁ_potentially reducing

- .

~ -

' productivity. Thus, whlle the use of wﬁ%tlple evaluatlon criteria adds
_ Y - .
- breadth to any assessment attempt, it simultaneously opens the door to N
. . . . .“ . . a 2
conflicting demands which management-may not be gble to satisfy.
EN -~ . : " -
5. . ;How accurate are the assessmerf criteria? A further ﬁroblemfin
=, )

assessing organizational effectlvenebs is common to all ttempts by manage-

. “ .
. . ° .

ment to 1mblument change, ﬁamcly, how does one secure accurate measures for

purposes of evaluqtion? How does an organization acclrately measure
. . Y C . ‘ ' _ o
% ‘ ' . . . -

Ric 0 Lt @ L el
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e g . L ,
managerial performance or job satisfaction, if these are to be used as
. . \ . I
effectiyenes? criteria? .In addition, how consistent are such geasures. ‘

over time? In point of fact, we tend to operationalize performance rather
. loosely in terms of global superior ratings and satisfaction perhaps in

terms of turnover and absenteeism rates. Such operational definitions .

have their obvious limitations, adding further to attempts to accurately

assess effectiveness.
0 o .
6. " How widely can the criteria be applied? A major problem that ' "

exists with many of the criteria that haye been suégested'for‘assessiﬁg

effectiveness is the belief that they apply equakly in Qbyariegy df .
organizétions. Such is often not the case. While profitabilit§ and ma}ket'
> EY » . ) :

share may be relevant criteria for most business firms, they have littles °,

I

. applicability for organizations like a library or a police department.
Thus, when considering appropriate crit%&ia for purposes of assessment,
care mpst be taken to insure that the criteria are consistent with the

goals and purposés of a particular organization.

~

"
!

? ’ - 7. How do such criteria help us understand organizational.dynamicsT
< -~ Of major concern to the'drganizational analyst is the question of the ’
@ . ¢ . . o

utflity of the effectiveness construct. That is, what purposes are served
bl . . _

! - Y .
by the existence of evaluation criteria for assessing effectiveness? Do :
—. F" - -;'-.‘
they provide ?hy insight into the dynamics of on-going organizations?

-

bo they help us tofmake predictions concerning the future actions of

organizations? Unless models fac¢ilitate a better undérstan

)

O e . ) N i .

ERIC : ST
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-dfgidizatipnal}structureé, processes, or behavior, they areof little

v

. , R .
value from an dnalytical ;tandpoiﬁf. . N : '

’ 8. At which'level should g}fegtivenéss-bp-asseséed? Finally,
. " - . e . i \ 3 _ Al ) . R ]
- managers are faced with- the problemq;;\hhere to do the assessment of

o - s

‘ ’ .. .
X . . s .. ! P . . .
effectiveness. Logic would suggest that organizational effectiveness is
.o ) ‘® :
1 * E /

best evaluated on anoorgénizékion-wide basis. ;However, such an approach
. . B . - S

. .
. .- .

. . ‘\ L J Ny ’ ‘e PR ! B
;- by itself ignores the dynamic relationships between an organization and
| v . . P ] . .
- - its yarious parrs. It- must’be remembered,that it is the individual
employees who ultimately determine the degrgé<of organizational successg
. . oy . . ,b ’ - .
. - y As such, .if wée are to increase our understanding of organizational pro- )/ ‘

~ - +
.

cesses, models of effectiveness must be developed which attempt to -
N . 2 . .

el

o

AL L . 1/ . - : . P . . -~
identify the.tfature of the relationships between individual ‘proce nd

v.organizational behavior-to the exten® possible:: D e
“ . _ . .

- \ L, e e . ) . ) . -‘
' " Lven-a cursory examination of these problems reveals the magnitude

_ _ . . . , o
7 and  complexity ‘of the subject. If managers are to reduce their dependence
l on simplistic assessment criteria for evaluating effectiveness, they must

- ) v
* : be provided'with a' framework&{or analysis whicg$B¥chomes many of these ’
problems. One solution that at least minimizes many of the obstaclgs to" .
» . . PR % -

- @ 4 0N L -
tiveness ‘in terms‘ofya process L.

instead of *an end state. When we ex min7\the earlier models of effec-

tivcness, most place a heavy emphasis™dén identifying the criteria them-

. v 3 .

, . . \ _
selves (i.e.,  the end state). While such criteria may be useful, they

. . . ~,
- . : ’ \ .
tell us little aboug/éhe ingredients that facilitate %ffectiveness. Nor

. ' Lt : /\\\ - -
.. -~ . $ . : , \’ :

o

\‘1 w ‘ L ’ | N : ¢
EMC:Y ’ - \ - . * . »I ‘s - ot
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3 -+ do they he%p the manager to better understand how effectiveness results. =~
(i 'ngce, it appears that we need to re-examine our notions about the concept

] : P
of organizational effectiveness and abol .the kinds of analytical models
managers require to facilitate effectiveng{ss in their own organizations.

- . : ,

WHAT IS ORGANIZATIONAL EFFECTIVENESS?

.. The term organizational effectiveness has beep’used (and misused)

- -

in a variety of contexts. As noted in Table 1, sbme equate the Eirm with
“ | D v 1
profit or productivity, while others view it in terms of employee job -

' o .

" satisfaction, and so forth. While these criteria are often viewed as

B : " definitions of organizational effectiveness, a.few investigatbrs suggest

A A Y

that such variables actually constitute intervening'variables which en-
> A T

- M . hance the likelihood that effectiveness Wwill resuftf(Price, 19568).

- N I3 . . : ¥
If we accept the notion that-organizations are unique an ursue

.

PR divergent goals, thenSsuch definitions are too situation—speci%}c and ‘

value-ladéen to be of much use. Instead, it appears MOre usefui-dinitially

, S
, to follow t e lead of EtZanl (1960) and others and to deflne,org/ﬁlzatlonal

. -

ef€octiveghess in terms of an organlzatlon [ ablllty'tb acquire and efficient—
. 1Y

ly utilize available resources to achieve their operative goals. -

_ Such a definition requira'relaboration.A First, we are focusing on
© . . - . i o — \\ .
operative goals, as opposed to official goals: That is, it séems more

e N

N LSLvural 1nvest1gatora have rejeécted what they call the ”gdalrdpproach"
LN . ,iThese 1nve%t1gatoms define such goals in terms of official (instead of op-
- rdLlVL) °oalqw1nd suggest that effectiveness is better understood in terms
of "system ncn&s” or* p@wer over the environment. . As noted by Hall (1972)
.and others, hoﬁé&er‘ “§tch disclaimerssiactually ngpresent an argument over
sema s 51nce system needs and power _represent statements of an‘g gan- i
izatdon's operatlve goals. . : , : -

Q . . . ’ v v

ERIC | . .
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appropriate to assess the felative level of effectiven

ess against the T

real intended‘objectives of an organization, instead of a static list of

+

objectives meant principally f}f public conéuhption. For éxdmple, @é

often see public advertisement by corporations claiming that "pfogrésg

v

is our most important product"” or "the things we do improve the.way we

’ «

‘live". Such statements (or official’ goals) often g%%e the impressioﬁ
3 . 7 . “‘- . .

-

that the company's primary objective is progress while other goals (i.e.,
- '. .. 5 5 ‘
ey ~ ] . - A .. ’
profit, growth, opr anfacceptable rate.of fetu;n on investment) probéPly

. : a

- . .
represent more accurate statements of intent (i.e., operative goals).

4

Thus, whatever the organization intends to pursye, it is against these

.

. . -~ J )
criteria that effectiveéness isfbest judged. Such an approach has the added

: o M

advantage of minimizing the influence of‘theJanalyst's value judgments

<

: 4 : ; . . S .
in the assessment process.” While many .wqmdd argue that job satisfaction
. . ’ - . ’ °

. _ \ R . ¢
is a desirable end, for example, it rem

VAR o . .
such a goal, not for ap outside atalyst.

- .. .

for the organization to sét:

a
. . -

Moreover, inherent in such a definition is the notion that effec-

tiveness is best judged against an'orggnizatibn's\ebility to cdompete in

. - . - ) .

g ’ . ’ . . . .
enviromment and successfully acquire and utilize its resources.
N N

a turbulent

- . o

This suggests that managers musty deal effectively with cﬁéir external. .
. v X B
environmenty to secure neede /resources. Finally, this approach acknow-

L °

ledges the Jconcept of efficiency as a necessary yet insufficient ingredient

(or faci%'tator) of effectiveness. . NN

2 ; »° . < > -
“For divergent /points of view on this issue, sec the recent artidle in
The Industrial Psychologist entitléd "Quality of Work Life: Divergent

Viewpoints, 1976, "13(4), 38-39. . .

T ; .

-
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"7~ "A Note on Efficieney ™ * : . - i v

R e - o
5 - i . .
:

Efficieney and effectivenesy are often used. interchangeably. The
. . e ,g{. v g N

. -
- ’ 3

approach taken here‘is'to separate clearly the two notionshand to re-

cognize the importance of and interrelation between the twd. While _ .
: R e T . ' ' . * z L
- effectiveness is secen as the extent to which operative goals-can'be< N |

. attained, eff1c1ency is defined as the cost/benefit ratlo incurned in

~

the pursuit of t?oSe goals (Barnard 1938) An - example should clarlfy ‘
" this distinction. Sho;tly after World War 11, a ranking German officer .
” ~ " observed that the'Allies had not.Vbeaten~ Germany but has instead

o

\. . K
"smothered" her. In other words,,the-officer was suggesting"thgt while

been effdctiwe in .the pursu1t of" the17/6b3ectizs§,,;h P

partlcularly efficient. . ’7

.the Allies ha

7 Some point, we;would\expect that intreased ineffictiency would e

have a detrimental effect ‘on subsequent effectiveness. App&ying this = -

example to a business environment, one could suggest that.the’more.costly _;. '
. . ) . . " . . -. . . .
goal effort becomes, the less likely the business is to be éffective.
An example of this efficiency-effectiveness relationshipvean be seen in
. . 1y . i . N . ' . .
some of the current experiments in job redesign, such as the Volvo and =~
) - _ . . ; - R T
' Saab experiments in Sweden. Several prominent investigators ave notdd
. ]
T ently that, while job enrichment may.have desirable soc1al c&hsequences,

o % “ 3

thefcosts associated with such efforts may be so high that gﬁey“increase

o/
s the price of the product beyond that which customers are?ﬁlllihg to pay
Hence, ,the pogion of effiCienty emerges as -an 1mport3nt contribution to
orghnizatiOn?l effectiveness. ' - - . .

. » © / i - -

“ . N . SR ‘0

1y’

s .
. \‘1 | . ‘._v‘ “ . ) ~ . ‘y } . .. ‘ ‘
[ERJ!:J . ) ‘ . ’ t T , S - .
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A PgOCSSS MODELC FOR ANALYZING EFFECTIVENESS . '("

A

-
-~

From a static' viewpoint, it may suffice to define“effettiveness in

' » .

~terms of attaining operative_goals. yowever, if we.are to understand
o Py ;" - Y , ) . (AN ‘ .
more fully t¥e -processes involved in bringing about an effective level é%\

operations; it is necéésary~to take d more dynamic approach ﬁé_qhe topic.
. The approach suggésted here is éééentially a "'process md‘!i" of effec-

. - &
L) . ) © tiveness. That. is, the aim 'here is to provide a framework for ahalysis

.

. by managbtrs of the major Efocesses involved in effectiveness. This
. _ L
approach contrasts sharply with earlie;'models which attempted to list -

\

A

the requisite criteria for assessing organizational success.

\]

The process model proposed here consdsts of three related components:

1) the notion of goal optimization; 2) a systems perspective; and 3) anv

emphasis on human behavior in organizational setting. Ie is felt thgt

these three components, when taken‘together, provide a useful vehicle fdr' o

analysis of effectiveness-related processes in organizations. This multi-
t .

dimensional approach has several advantages over earlier models.* In

narticular, it has the advantage of increasing the comprehensiveness of

analysis aimed at better understanding a highly complex topic.

Goal Optimization

If we examine the vdigous approaches currently being used to assesss

v organizational effectiveness, it becomes apparent that most rest ultimately

on t%s not ion of goal attainment (ilall, 1972). A primaryeadvantage of

13

O

ERIC
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4

using the operatdve goal concept foﬁgfﬁsessing level of effectiveness
* 2

is that organizational success is evaluated inther light of an 6rgani-

- t)zation's behavioral intentions.:'In view of the fact that different C .

. l-
orgadizations pursue widely diverg?nt goals, it is only logical t

cogn;Ee this uniqueness in any evaluation technique.

P +

While maﬁy variat‘oné on the goal approach to éealuaginé effective-

.

ness exist, the more Aruitful approach appears to be to view effectiveness

Iy . . ~ . I3 . . .
. in terms of goal optimization. That is, instead of evaluating success in

)
: " terms of the extent to which "desired" goals have been maximized, we

—~

P recognize a series of identifiable and irreduceable constraints (e.g.,
money, technology, personnel, othar goéls, etc.) that serve to inhibit

- goal maximization. Managers are seen<as setting angd pursuing "optimized"

gbals (i.e., desi¥Ped goals as constrained by available resources).s/;or

’ example, a company may feel that a 107 return on investment is a realistic
-
goal in view of resource availability, the existing marjet environment,
¢, :

and so forth. 1t is suggested here that it is against this feasible goal /

set that effectiveness be judggd, instead of against the notion of an

\ .
ultimate goal set. (Note that goal optimization should not be confused

with sub-optimization, where less than optimal goals are intgntionally

-

.
v pursued.  Under sub-optimized conditions, a company may intentignally set

~ L . .
a 5% réturn on investment goal even though 107 may be feasible.given the

»
situgtion.) \ .
v -

ERIC
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The use of the goal optimization approach has several advantages‘
) ’ . R

over conventional appqiaches. To begin with, it 5ugﬁe9ts that goal

: Y

maximizatjon is progably not possible and that even if it was, it may be
[ . .
detrimental to hqﬁ;}ganization's well-being and survival. For example,

o, .
in most situatigfis there appears to be'little chglice .for a company to .

4 . ’ a

maximize productivity and job  satisfaction a%nﬂm!same-ti-e. Instead,
- . N ) . . [{
compromises must be made which provide for an optimal level of attainment

- .
’ ' . 1

on both objectives. Thus, the use of a goal optimization approach allows’
for the explicit recognition of multiple and often confla:l,ctlng goal*s

rSccond goal optimization models recognize the existence of differen- 'q

w e
tlal weights that managers place on the various goals in the feasqgie sec

r A

For instance, a company may place five times the weight (and tesources).

’ . . LY
on the pursuit of its profit goal as it does om its affiwmative‘action

employmept goal or its job shtisfaction goal. While real-life examgles

would obviously be far more complex, this simple example should serve to
. Ld
emphasize the differential Imiéhting aspect inherent in any assessment of

i

effectiveness \e
Third, the model proposed here also recognizes the existence of a :

-

scries of conStraints that can impede progress on goal attainment. Many
of these constraints (e.g., limited finances, people, technology, etc.)
.may be impossible to alleviate, aw least in the short-run. Thus, it is

important to recognize such constraints--and how a company rcacts within them-—-

in any final assessment of, success or failure. ¥

-

15



4 . .
> . S . .
i J "
') ,o* . o
Fdérth, this approach has the added advantage of allowing for in-
creased flexibility in the evaluation criteria. As the goals an organi- ,
~ s . P : ..
zati?n'pursues, or the constraints associated with such goals, change, a’

v -

. B " new optimal solution would emerge which cguld represent new evaluation

criteria. Hence, the means of assessment!would remain current and would

- .

2 be adaptable to the neediiof the organizatigm. )

~ ' ‘. ' . - L] :
Finally, from the g}andpoint of long—ranée planning, weighted goals -
_and their relevant constraints could be modelled using coﬁputet simulatioﬁs

" to derive optimal solutions for purposes of allocating future resources N

and effort. The use of computer simulation todels in long-range planning

has become commonplace among larger organizations. &his_same technique qouid
be applied to examining organizationél effectiveness. Major ;régnizacionalﬂ
and envf%bngental.variables could be systematically manipulqted to&anaiyze
the q'pactcof such és'on.resulting faée;s af effectiveness (e.g.,
profit, market share, adaptation, productivity). Through such manipulations,

optimal solutions coﬁldgbe derived which would provide direction for

managers concerning the future efforts of the enterprise.

[ ]
§ﬁitem;Perspective

- The second important aséect 6f a process model of organizitiona&
qffectivencss is the use of an open systems perspective for purposes of
analvsis (Kitz and Kahn, 1966).  'Such a perspective emphasizes inter-
relationships between the various parts of an organization and its en-

»
vironment as they Jjointly influence effectiveness.
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If we,take a systems perspective, it would appear that four major
categories of influences on effectiveness can be identified (see Figufe 1):
3
1) organlzatlonal characterlstlcs, such as” structure and technology, 2) en-
vxronmental characteristics, such as economic and market conditions; 3) W
. ’ . ‘ -
employee characteristics, such as level of performance and job attachment;
. I
[ . A
and 4) managerial policies and practices. While the precgse manner ingy s
: . v P i
* . . e .
. which‘these‘variables influence effectiveness goes beyond the scopesof is
- - . . ) o . ’ .
. . ) .
'J( . paper (see Steers, in press), it is suggested thiat thiese four sets of :
¢« . . K : .
’ variables must be relatively consonant if the likelihood of effectiveness
. is to be enhanced. ) . - t
| - . . ~ N .
. BN e e ——— -
. . »
- Insert Figure 1 Abojut Heie
. - . B
_______________________ -— N
. o Q.
U : Thus, managers have a responsibility to attempt to understand the

nature of their environment and to set realistic goals “aimed at accom—

/

by 4 .
modating ardd/or exploiting that environment. Given such goals, the magre

. .
effective organizations will tend to be those which successfully adapt

structure, technology, work effort, policies, etc., so they facilitate

/ e

‘goal attainment.

Behavigral Emphasis _ *

A find aspect of the process approach to understanding and analyzing

cifectivenes
affects organizational success or failure. The position taken here is
1 . .

. _ ' 4

'is a major focus. on the role of individual behavior as it

El{llC \ | o :, .

Aruitoxt provided by Eic:
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im opposition to-the stand taken by many that effectiveness is best examined

)

. : ' ‘ .. . . . -
- exclusively on a "macro" (or organlzaedgn-wrde) basis. Instead, it

. . . .

appeurs that greater ingight éan're5ult if-anal&ses include consideration

of how the behavior of individual employees impacts upon-organizational

. § 1

) . goal attainment. If the Employe&é:pf an organizaqioh largely agree with
" - S, - ' .
the objégtiyes of their employer,'welwould expect their effort toward
ﬁ‘ C . L. ' ~ - ’ . a
‘those goals to frelatively hRigh.” Onlthe other hand, if the goals of

2 ~ 4

‘an organization largely conflict uigh the personal goals bdf employeeé‘

N . there is little reason to.believe that‘suct employeess would put forth their
¢ . . P . v ] .
maximum effort (Argyris, 1964), . Y
. ~ . - - : . _’ . R J
. . An interesting gxampﬁb ofithe'impo)tance of individﬁal&aén goal

- . .
- - -

wattainment can_be seen in the controversy over automobile.seat belts . R

during recent years. Whilé this example is not -an organizational example

[ ¥ R . '
per se, it should serve to make the point. 1In an effort to-improve . ~§»
. K -

traffic saféty,.the federal government initially passed a law which

required auto manufacturers.to'installrsecat belts in all new cars. m’
I . . P4

Pl
-

When this action failed to have the desired consequences (that is, many
- pcople simply did not use them), additional laws were passed requiring
. . . ¥
- . . i
Ymanufacturers to install warning lights, buzzers, and saq forth, to remind
' . T ’ ~
- drivers to’ use seat belts. Finally, when this o proved ineffective,
V\ . A '. . , . . ' ~ ,a Y
laws were passed requiring manufacturers ‘to install’ gdevices which made
RN . it mandatory to use seat belts before the ignition could be activated.
. R - - ’ Y . ]

while the initial goal was laudatory, the proce eans)used to achieve

. ; Q- ~ .
-, . . Il .
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this goal were largely ineffective because they fgnored the pre-

dispbsitions and béhqvior patterns of most driver Perhaps a nore
1. . e, , B

.effective strategy (certainly in terms of time and cost) would have

RS

- . ’ . . g
been simply-te pass one.law nullifying acc¢ident insurance claims for

) ' .
drivers injured while not wearing seat belts. . RS
. - - -

° Hence, when we examine.organizational effectiveness, it is important
~ .
to recognize and accouQE for the people who ultlmately determine the
quallty and quantlty of an organlzatlon 's respopse éb env1ronmental

dtmands.

SUMMARY AND CONCLUSIONS R Lot g

. AN :
- _ . ) E ' . , . ; >
Most contemporary organizations exist in turbulent environments, where

survival and growth can be relatively comﬁonﬁléce. Within

tHe organization. The process by which they do so--or fail to do so--’

is/at the heart of the concept of drganizational effectiveamess. .,
. o ) ’ ¢ ’ ) : )
In the above discussion, we have attempted to review the various ,

. . . ° .

pproaches that have been taken to evaldating organizational effectiveness.

-

)

.

It was noted that little homogeneity,exists’between the various approaches.
- [ M N '
This lagck of consensus is 'believed to result from the existence q& at
least eipht problems inherent in the existing models. In an effort to
¢
v

overcome many of these problems, a process mode’ of organizational

effectiveness has been proposed.

| 19
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) . . B
. The.mpdelydescribed here js somewhat different from earlier models.
, .. ’\ ~
. J -
. Instead of.specifxing the criteria ‘for effectiveness (i.e., when‘is an - |\
. ' ' K
organization effective?), this model focuses on the process of becoming Lo

. . I \ .
! : [ effective (i.e., what conditioni\fre most’.conducive to effectiveness?)

1t is argued here that the actual'criteria for evaluation vary, depending » ,
on the partigular operative goals of the organizat}o&, Because of this,

. ’ . -
it appears appropriate to place gfeater emphasis on Understanding the
St dynamics assoc1a£ed w1th effectlveness or1ented be

vior.

. 1'|l

P

effegfiveness as a ":;:f, g-~-xadlhe thr, ' First,

,‘ Jt.
»41, 3 . | ' . ‘A
process. Then, n'these constraints, we can ask intelligent questions’

' *
concernln the appkapriateness of managerial resource allocation decisions
g P P g

lnthc Ilght of éﬁéSB constraints. .That is, there may be a better way for

A
wi

managots to spend their limited resotrces. Important questions to consider ‘.-
- ’
here include the following:

imited resources teward

point of fact, organizations
independent of goal decisions,
non-goals. This behavior

a;;- To what extent are we applying our
the-attaindlent of our various goais? I
often make. rLSOUrCL allocation decisions
resuitxng in "unfunded" .goals and "funded'
/is perhaps most clearly excmplified in the practice by various state
. / dnd' federal leglslaturcs .of passing authorizhtion bills and appro—f
K - / priation bills separately. Thus, it is possible (and, in fact, often
3 " happens) that a bill (goal) becomos law but no resourcee are appro-

priated to implement it. -
P i

.

O . . \ .

ERIC . A .
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. b.. Is there a clear relationship between ‘the amount of resources-
we spend on thg various goals and the importance of each goal? '~
For example, if an organization truly belfeves it places equal «

\ weight on making a profit and on improving the quality of working

life, are such beliefs borne qfut in term§ of resource allocation? -

This does not suggest that equivalent amounts of resources must

be spent og both goals. 1Instead, it suggests that sufficient re-

sources be ‘spent to bring about the attairMent of both goals.

c. What kind of.return on investment are we getting on our
resources per goal? ,If orgafizations pursue multiple goals, it
would seem logical to examine the efficiency of effort toward .
each .goal. It may be that.an organization is highly efficiént + ’
on its less important goals and_gelatively inefficient on its more
imporEgnt goals.. Where such .ine ficiencies are noted, decisions
must be made concerning .the desirgbility of continuingithe pursuit
of the- goak. Where a goal is vigtgd ag worthwhile (e.g., hiring
.f the hgrd—core-une@ployed), comfgniés may pursuejthe goal despite
a low retugn on investmedt, oL '
o d. Is the gntire organization working together for goal‘attéin—
ment? There are instances where the existing marketing channels
of an organization are npt suited to newer o different products, ™
leading to suboptimal results. Moreover, a fairly common complaint ,
égainst.researd1§ﬁddevelopmen;,ngartments is that their scientists
stress basic :research projects.at the expense of applied projects

é%}?n' which generaily have more immediate and more certain’ payoffs.
LWy y C :

.

el Egnally, organizations should'coqétantly raise questions con-
cerning their place in fhe external environment. A relatively
A success ful example of such organization-environment fit can be
v w seefi in American Motors Corporation, which for many years has

e specialized in small cars and jeeps while the "big three" stressed
medium and large-sized cars. As the other auto makers shift their
focus toward smaller cars, however, AMC (with fewer resources) may
find it’hécessary to adjust its efforts toward newer markets. Hence,
flexibility in the face of environmental change remains an important
arca of concern for effective organization. :
7/ f 5 '

. Second, it has been stressed th!bughout our discussion that the use’
oo i a ] . ‘ _
of a systems perspective allows for the explicit recognition of how
. =
various factors in the organization blend together to facilitate or inhibit

effectiveness-related activities. This approach forces managers to

SR -3 ey,

LRIC o ‘-




em2%2{§fzfe comprehensive analytical models when asking que;tions about

why the organization achieved or failed to achieve a particular goél?

"It allows for a more global perspective of the néture of the problem, as

-~

- well ‘as’ possible solutfonss. ° ; , .
z Third, it is hiéle’dés)gable Eo_récdgnize the important link
I ybetween ihdividual\behavior'and_brgadrzation—wide performance. That is,

- T jany consideration of how organizations become effective (or more effec-
~ = e - - ;‘I

. - - »
, .tive) must account for the primary feterminant of ultimate organizational
. P . g .

. . N . - .
" perfor?ance:Jthe employees of thg orgarizafion. Recent efforts to .

orgagizatidns represent

\ . - T
institute Management-By-Objectiyes programs\in
. ~

one such attempt to coordinate, the efforts of various employees toward
specific organizational objectives. When taken together, these three
~ i : i .

\ : .
related factors whould assist managers and organizational analysts in
‘ . eb f i" . o 4 ' -
understanding the various ways organizagions move toward or away from

13

goal attainment and organizational effectiveness.

’

Two general conclusions emerge from our analysis of organizational

effectiveness which have important implicattions for both managers and
. ' e . r Lo
; psychologists. To begin with, the concept of organizational effectiveness

: a
N © . .
is best understood in terms of "a continuous process instead of an end

state, Marshall¥gg resources for goal-directed effort is an unceasing

-

task for most mahygers. In view of the changing nature of the goals

L]
- . N . . §
w that are pursued in many organizations, managers have a cohstant res-
)
-, ponsibility to recognize environmental changés, restructure;available

resources, modify .technologies, develop employees, and so forth, in

.

ERIC « _ :
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. Nt y : » ; ) .
) ) . order to use the talents at their disposal to attain such goals. In
- <

.

these efforts, contemporary mandgers emerge as the ptimary facilitator

“of ‘ectiveness through their’ actions and behavior.

. Lt v . . .
- { .- In addition, our analysis has emphasized the central role of contin-

gencies iﬁ aﬁy discussion of effectiveness. Thus, it is incumbent upon

g managers to recognize the unique qualities that‘define their own organi- -

«

‘zation--its goals, structures, technologies, people, environments, etc.r-
. i °

- .

v'and to respoq@ in a flanner that is consistent with t@is‘uniqueneag.‘ This ‘4
'(« ;- conelusion ca;tions again;t the arbitrary use of "rules" Br‘"pringééLes" ‘ (
for achievi;g subcesé. Sﬁch rules and principles are of little use i;
view of the di;ersity of'otg;Lizations in éur contemporary society.

Instead, responsibility must fall to the organization and its management

to develop employees so the;(can better recognize and understand the nature

of a particular situation

d respond apﬁropriately. When viewed in this

manner, organizational effectiveness becomes largely a function of the

.

extent to which managers and employees can pool their efforts and overcome

the obstacles which inhibit‘koal attainment. . ° I

ERIC .
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. i Table 1 A '
FREQUENCY OF OCCURRENCE OF EVALUAT ION &(ITERIA IN 17 MODELS ' e
v . OR ORGANIZATIONAL EFFECTIVENESS R
< oo , o S / .
. - o .~ Number of tim‘es .
Evaluation Criteria ' Mentioned. ~ . . ‘Percent of .
. S S (N=17) . -~ « " Total E
- - — R 4
‘Adaptability-flexibility . . ) : 597 v EER
: Produc‘!;ivit’ L P T L 5% R L
. . 7' . ,'". . .I .
. Satisfaction S ' S, ‘ . 29% . R
Profitability - 3 ' | 187
Resource acquisition ‘ 3 - I - '
Absence of strain 2 . . -12%
Control over environmemt V. 2. S 127 e
» . Deve_lopmen_t: ) . 2 12% .
A Efficiency T 2 , To12%
3. - . .
HORL Employee retention T 2 ‘ R 12%
N 4 S ""*2 ! . : ) s v
Growth, 2 : ©12% ,
Integration ) 2 . 127 .
Open communications 2 ' f12% - ‘ : \
Survival » 2 127
Al% other criteria . 1 - I ) 6,/5 v
P
" Source: R.M. Steers, "Problems in the Measurement of Organizational
Effectiveness", Admmistratlve Science Quarterly, 1975, 20, 546-558. -
. \ - '
3 . - e
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" Organizational Characteristics

(structure, technology)

-

Environmental Characteristics

(economig & market\ggpditions)

. S

—

Employee Characteristies
(performance, job attachment)

Figure 1. Major Influences on Organizatiopal Effectiveness
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