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AN ENPIRICAL INVESTIGATION OF ORGANIZATIONAL EFFECTIVENESS AND PERFORMANCE

Jases R. Terborg
Graduate School of Manageaent
University of Oregon

INTRODUCTION

Organizations have a pervasive ispact on modern society: people work for organizations; people use
products and services offered by orqanizations; peopie are governed by decisions sade in organizations. It is
difficult to isagine a meaningful part of our lives that is totally unatfected by organizations.

Consequently, because organizations have such a great ispact on the standard of living enjoyed by sesbers of
soctety, it is critical to design and operate organizations in a sanner that satisfactorily seets the needs of
that socisty.

The creation of effective organizations isplies, however, an understanding of how organizations function,
and how eftectiveness is deterained. Although this will be a cospiex and problesatic task with little
likelihood of reaching a final or even acceptable solution, social science research, never-the-less, should
contribute to knowledge about organizational design and operation.

This paper represents the Final Report of a aulti-year project on organizational effectiveness. The
project’s objective was to espirically examine relationships asong variables thought to reflect indicators of
crganizational effectiveness and deterainers of organizational effectiveness. fArchival data fros 142 retail
stores belonging to the sase international serchandise organization provided the basis for the investigation.
Research was quided by a aultivariate sodel that considered the unique and joint contributions of: (a)
environsental factors, (b) esployee perceptions of unit policies and practices, and {(c) quality of personnel
on attitudinal, behavioral, and economic indicators ot effectiveness. Although generalizability of results is
Jimited by use of sultiple units fros a single organization in a single industry, the ¢indings should have
isplications for the design and operation of any large organization cosposed of geographically dispersed but
sisilar units. In such organizations, all units face generally equivalent issues of persomnel selection,
training, retention, utilization, and performance. Similarly, all umits can dbe judged on criteria used by the
organization for internal assesssent of unit perforsance. Understanding how different variables impact unit
performance would be relevant for a variety of decisions including resource allocation,
expansion/retrenchaent, and prosotion/transter of personnel.

The report is organized into four sajor sections: [iterature review, sethod, results, and discussion.

The first section will briefly sussarize key issues in the organizational effectiveness literature. A sodel
to quide research will be proposed, and major research guestions will be identified. The second section will
describe the sample and operationalization of variables. The third section will present the results of the
study, begining with inter-relationships among variables within the sase set and concluding with sultivariate
relationships among sets of variables. The final section will sussarize the findings, discuss results thought
to be of particular interest or isportance, and conclude with a general evaluation of the study.

REVIEW OF THE LITERATURE ON DRGANIIATIONAL EFFECTIVENESS
Current Status of the Concept

The literature on organizational effectiveness is volusinows, disorganized, and theoretically
cosplicated. Several books, conferences, and syaposia have been devated to the topic during the past 10 years
{c.f., Goodaan & Pennings, 1977; Price, 1968; Steers, 1977; lasauto, 1982}, and, many leading researchers and
theorists have written papers or given talks on the subject. Although our understanding about organizational
effectiveness is still in a prelisinary state, several key issves and observations have surfaced.

First, it has become sore evident that the concept of organizational effectiveness is of liaited
theoretical relevance. As Kahn noted (1977), the ters has not set scientific definitional criteria with
reqard to conceptualization or operationalization. Multiple definitions exist. As a consequence, there is
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disagreesent concerning what variables constitute antecedents of effectiveness and what variables constitute
indicators of effectiveness (Goodsan & Pennings, 1980). Is adaptability an antecedent of effectiveness or is
adaptability an indicator of effectiveness? Furtherscre, how do you opeationalize adaptability? Is it a
function of the satch between organizational structure and the environaent, or, is it a clisate of trust and
participation?

Fortunately, there are solutions to this probles. One is to drop the ters "Organizational Effectiveness’
fron the scientific language as a concept that is definable and measurable, and to redefine it as a research
dosain that includes a variety of topics and sethodologies yet shares a cosson theoretical tradition. A
second solution is to recognize the difference between matters of value and satters of fact (Campbell, 1977),
Matters of fact specify observable relationships asong variables such as desonstrating a link between
organizational structure and effeciency of production. Matters of value specify value judgesents about the
relative *qoodness® of products and services offered by the organization. HMatters of value are subjective
evaluations. Different groups or constituencies are likely to sake different evalutions of the sase output.
This notion that “effectiveness is in the sye of the beholder® is at the crux of the probles with definition
and operationalization of the construct. Thus, research in the domain of organizational effectiveness must
distinguish between matters of value and satters of fact, Dubin (1978) notes the twc sajor perspectives of
sanagerial and societal. Managers sight evaluate efficiency, profitability, or market share as desirable
while groups in society might oppose the very existance of the organization. Sciemtific sethodology can be
successfully applied to establishaent of satters of fact., It also can be successfully applied to
establishaent of different satters of value, But, it cannot be successfully applied to establishaent of whose
values are "correct® and whose values are “wrong.®

Having redefined organizationa) effectiveness as a reswarch dosain that includes matters of fact and
satters of value, it becoses easier to focus in on remaining key issues. Perhaps the sost important issue is
use of a sode] to guide research. A sodel makes explicit what variables are thought to be isportant and what
variables are thought to be unimportant; a model specifices relationships asong variables; and a sodel
specifies the level of analysis for collection of data. Different or even competing sodels might be proposed.
This is not a problea, but a sign of a developing field of inquiry. fodels that are disconfiraed are either
dropped fros vse or are modified. Once a model has been chosen to guide research, traditiomal concerns of
sethodology and seasuresent begin to surface, Typical questions include validity of seasuresent, stability
over tise, and disensionality of constructs (Steers, 1977).

In suamary, organizational effectiveness refers to a research domain and not to a scientific concept.
Research within this dosain can employ a variety of sodels and sethodologies appropriate to the question of
interest at the tise the data are collected. Appropriate questions for investigation include the
identification and measuresent of different value systeas used by constituencies in judging organizational
effectiveness, and the establishsent of reliable associations between variables specified by explicit sodels
of organizational assessaent.

A Nodel of Organizational Effectiveness

Perhaps the sost critical decision in research on organizational effectiveness is deciding what variables
to ssasure. The domain is so broad that no single study could ever include all of the variables that amight be
identified as isportant. The researcher needs a roadeap, a theory, or some conceptual frasework to aid in the
choice of variables. This section will discuss the sodel used to guide the presest research study

At a sinisus, nodels sust include a list of variables, concepts, or comstructs that can be
operationalized and sodels sust specify relations among those variables, concepts, or comstructs. In
addition, if sodels are to be particularly useful, they should be: (a} explicit, (b) theory based, (c)
operationally defined, (d) espirically validated, (o) generalizable, and (f) have face validity (Nadler,
1980).

Much current work in the domain of organizatiosal effectiveness can be placed into ome of three sajor
sodels. The three sodels are the Goal Attaineent Model, the Systess Model, and the Resource Bependence Hodel.

The qoal attainsent sodel is perhaps the sost discussed sodel, Mn organization is judged effective when
it is able to achisve its goals. Ressarch using the goal attainsent sodel would attespt to identify goals,
objectives, and standards, and to detersine whether these goals were satistied. This straightforward and
sisple approach, however, can quickly becose cosplex. There are probleas with multiple goals, incoqa'tiblc
qoals, and prioritization of goals. In addition, even i these prodblens are dealt with, the goal attainsent
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sodel does not fully specify antecedents of goal success. Obviously, it is of interest to know why sase
organizations achieve their goals while other organizations do not.

The systess sode! was for a long tise the sajor alternative sodel to the goal attainaent sodel. The
systess node] suggests that organizations are effective when decisions are sade at or near the source of
iaplesentation, when comsunication is accuarate and readily available, when there is a sinisus asout of
conflict, and when there exists shared values of trust and confidence, Much of the activity dealing with
frganizational Development is based on the systess model. The systeas sodel, however, often excludes econoaic
and behavioral criteria thought to index organizational perforsance. In the past, relatively little research
has attespted to link 0D interventions to hard criteria; the work of Likert (1967) and his associates at the
University of Nichigan being an exception.

The goal attainment model and the systess sodel cosplisent each other. The goal attainsent sodel focuses
on ocutcoses while the systeas sodel focuses on process, The merging of the two sodeis provides a sore
cosplete view of organizational behavior and there is a qrowing body of data attespting to relate O process
interventions to economic and behavioral criteria (c.f,, Nicholas, 1982, for a recent review).

The goal attainsent mode! and the systess model esphasize the internal control of organizations. These
aodels do not explicity deal with the question of context, This osission has been noted by several writers
(e.q., Aldrich, 1979; Hannan & Freeman, 1977; Pfeffer & Salancik, 1978). The result is the resource
dependence scdel, third dossinant sodel of organizational effectiveness.

The resource dependence model can take several foras. Essentially, the model states that organizational
actions can better be understood through delineation of critical dependencies between the organization and its
environsent. Rather than organizational outcomes being dependent on internal actions taken by managesent,
these putcoses are constrained and even over-detersined by events in the environsent. Governsent regulations,
interest rates, the weather, availability of supplies and raw saterials, changing social values, and other
external organizational events are thought to have such greater impact on organizational outcoses than do
actions taken by managesent concerning the nature of organizational goals or organizational systess. At best,
sanagesent can try to anticipate, adapt to, and possibly contrpl critical resources and critical
constituencies in their environaents such that continued survival and growth is enhanced.

The resource dependence model of organizational effectiveness has made a genuine contribution to
organizational theory. It presents a strong counterpuint to positions taken by theorists in organizational
behavior, who eaphasize individual and group action. But, does discovery of the environaent as an important
force in organizational outcomes necessarily iaply that internal organizational actions no longer need to be
given such attention? Should researchers and consultants abandon concern with process and goal attainsent?
The answer is, No! What it does iaply, however, is the importance of 2 previously under-researched set of
variables which should be incorporated into existing model building.

Several integrative models that explicitly consider internal and external deteraimants of organizational
outcoses recently have been developed (c.f., Kotter, 1980; MNadler k TJushman, 1977; Steers, 1977).  Although
there is little espirical data currently available to use in confirsation or disconfirmation of these models,
taken together, they provide a useful basis froa which to design organizational effectiveness research.

The sodel developed as part of this reseach project is shown in Exhidit 1. The model begins with the
assusption that organizational outcomes are a function of characteristics of the organization and
tharacteristics of the environsent. Second, the sode] assuses that indicators of effectiveness are a function
of organizational outcomes, The particular outcoses chosen as indicators of effectiveness will depend on who
is doing the evaluation and the purpose of the evaluation,

The environsent has three major disensions or subsets that need to be considered. These are: (a) the
decision-saking context, (b} resources, and (c} external orqanizational comstituencies.

Within the decision-saking context, key factors influencing how the environsent is understood by
sanagesent are predictability, stability, and cosplexity. Stable, sisple, and predictable environsents make
different desands on organizational decision makers than do variable, cosplex, and unpredictable envircnsents.
Resources alsc can be viewed as having three key factors. These are resource availability, resource
controllability, and resource dispersion. A favorable environsent sight be one where critical resources are
readily availablie, dispersed evenly throughout the dosain, and controllable. Finally, tnere are external
organizational constituencies. Key factors are the values held by critical constituencies and the power
available to critical constituencies. A favorable environsent would be populated with powerfu! constituencies
that value the outcomes of the organization and weak constituencies that attach negative valence to outcoses
of the orqanizatiun,

'
b
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The organization has six sajor divisions or subsets. These are: {a) strategy, (b} technology, (c) forsal
organizational arrangesents, (d) informal organizational arrangesents, (e) persomnel, and (f) history.

Strategy can be divided into corporate strategy, business strategy, and operational strategy. Corporate
strategy defines the core sission of the organization. It deals with the question, "What business are we in?*
Business strategy translates the core aission into long-ters goals and objectives, standards for achievesent,
and general plans for action and resource allocation. Operational strategy translates business strategy into
short-ters goals and specific plans for action. Technology refers to the sajor techniques used by the
orqanization while producing a product or providing * service. Technology includes sethods of operation,
equipeent, and knowledge. Forsal organizational arrangesents are those structures and aethods intentionally
created and supported by the organization in order to facilitate organizational goals. These arrangesents
include decisions about organizational structure, control and seasuresent systeas, and personnel policies and
practices. Informal organizational arrangesents are those processes and behavioral patteras that eserge as
part of ongoing functioning. These include the forsation of organizational values, noras, and beliefs;
leadership styles; and interaction patterns. Terss like ®Organizational Culture® and *Organizational Climate®
would be included under inforsal organizational arrangesents. Personnel characteristics isportant for
organizational functioning include level of organizational attachse~t; knowledge, skills, and abilities; and
desography. Finally, history is the "sesory® of the organization, which includes patterns of past behavior,
and interpretation of significant events.

The sodel is a list of variables thought to be iaportant for understanding organizational outcomes.
Depending on the situation, it might be mecessary to include additional variables. The list was not designed
to be all inclusive., Rather, the intent was to be coaprehensive without becosing overly cosplex,

Effective use of the sodel requires the researcher to consider four questions. First, the nature of the
organization, or organizations, under investigation should be specified in sufficient detail so that
appropriate variables can be considered for inclusion in the study. Second, the purpose of the investigation
should be clarified for the sase reason. Third, with this knowledge, the researcher should select
organizational outcomes that are relevant for the organization and the purpose of the investigation. Finally,
the researcher sust identify variables fros the mode! that are likely to have an ispact on the outcoses chosen
for investigation. These variables should be assessed or controlled. For example, if the researcher is
interested in organizational growth, then strategy might be a sore isportant variable set than would
personnel, Thus, atteapts should he made to obtain valid assessments of strategy. But, if the outcome is
labor relations, then personnel sight be a more isportant variable set than would strategy. In practice, more
variables sight be identified than can realistically be included in the study. Also, valid
operationalizations of soae variables or variable sets might be difficult or ispossidle to do. Data might not
exist, data sioht not be coded in a useable foreat, and certain types of information sight be confidential.
Finally, i data collection and retrieval becose problesatic, the researcher sust decide, at sose point,
whether sufficient internal validity can be preserved to sake the results interpretable,

Use of the Model to Buide Research Decisions

The focus organization is a Fortune 500 firm engaged in international serchandising. The organization is
a leader in its industry and has exhibited steady, if not spectacular, growth during the past 20 years. The
organization has a nationwide distribution network of retail saies stores. Based on articles in sagazines
such as Business Week, Forbes, and Fortune, the organization has a strong custoser isage, emphasizes custoser
satisfaction, and cospetes on the basis of quality serchandise at a reasonable price. The particular unit of
analysis will be the perforaance of 142 retail stores. All stores are classified as “A" stores by the
organization. These are the largest stores, with *B* and °C* stores being ssaller and carrying reduced lines
of serchandise.

The purpose of the study was basic research on organizational perforsance. The organization was
contacted because of the availability of data and the responsiveness of key organizational amabers to requests
for research activity,

Choice of organizational outcoses to be used as indicators of effectiveness was based on two factors.
first, outcoses should index those criteria used by the organization in sonitoring store performance. Thus,
the organization’s own values were used to define effectivensss. And second, outcoses shouid be accessible

and valid,
Six gutcoses were selected for investigation. All outcoses were recorded at the store level. The
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outcoses were: {a) sales per hour, (b} annual sales voluae divided by annual total labor costs, (c) annual
voluntary turnover rates asong aanagesent personnel, {(d) annual voluntary turnover rates among sales and sales
support personnel, {e) aggregate job satisfaction for managesent personnel, and {f) aggregate job satisfaction
for sales and sales support personnel. These variazbles will be described more fully in the sethods section of
the report.

Kaving identified the organization as a leader in the retail sales industry, and the unit of analysis as
store perforsance, the next step in use of the sodel is to identify relevant variables for inclusion in the
study. Begining with the environment, only variables associated with resources were thought to be of interest
in explaining differences in store perforsance. The decision-making context would be more relevant in the
foraation of overall corporate policy and siraiegy and would not likely be a critical factor in the operation
of any particular store. Although, the decision-saking context would be important if the unit of analysis
were different retail organizations. External organizational constituencies, e.g., tonsumer groups,
manufacturers, and local, state, and federal governsents, also were not thought to be critical for
understanding performance at the store level. Again, these factors would probably be more relevant if
organizations and industries were studied as opposed to stures within the same organization. Unions, however,
would be one important constituency in the environment that could have ispact on local store perforaance. In
the present study, none of the stores included for analysis were restricted by collective bargaining
agreesents at the store level.

Resources in the environsent can be classified on the basis of availability, controllability, and
dispersion. In the retail industry, sarketing strategists use a process called “site analysis® to guide the
placesent of stores in good locations. One of the most iaportant factors used in site analysis is the amount
and stability of potential custoser income i{Duncan & Hollander, 1977). Although retaii organizations can mot
control cossunity income, it can place stores in locations where wealth, or sufficient income given the
pricing philosophy of the organization, is concentrated. This increases the likelihood of high and stable
sales voluse and profitability. Three variables were assessed in the present study to index differences in
resource environsents faced by the different stores. The variables are: (a) sedian family discretionary
incose in the cosmunity, tb) average local unesploysent rate for the year, and (c) shopping mall versus
downtosn/neighborhood location.

Discussion now turns to consideration of organizational cosponents relevant for understanding differences
in retail store perforaance. Based on information about the organization obtained fros discussions with key
personnel and articles in sagazines such as Business Week, Forbes, and Fortune, strategy and foraal
organizational arrangesents were not thought to be relevant for explaining performance differences at the
store level. Strategic decisions are made at corporate headquarters and are the sase for all the stores,
Also, stores had the same basic structure, control and seasuresent systess, and personnel policies and
practices. In fact, interviews with store managers showed some discontent over the control exerted by
corporate on buying, pricing, inventory, and sarketing decisions. All stores were required to carry a basic
line of serchandise and major sales caspaigns were conducted on a regional or national basis. [t might be
interesting to note that W.T. brant, a large general serchandise organization which collapsed into bankruptcy
during the middle 1970’s, gave store sanagers considerable control over such decisions.

in retailing, it has long been known that the design and appearance of a store affects consuser behavior
Nason & Mayer, 1978). Lighting, layout, store equipaent, counter and display cases, parking, and age of the
building all can impact sales voluse and profitability, These factors would be included under techmology. In
the present study, it was not possible to obtain direct measures of these variables., But, it was felt that
knowledge of shopping sall versus downtown/neighborkood location would be a surrogate measure of these
characteristics. In qeneral, shopping mall stores are aore sodern, larger, and have free parking. The
relationship between history of a retail store and store perforsance has not been the subject of systematic
research. Biven this lack of knowledge coupled with the probable high cost of data collection, no attespt was
sade to seasure aspects of store history,

The remaining organizational cosponents are inforsal organizational structure, and personnel. Esphasis
was placed on sssesseent of variables in these two categories.

Retailing is fundasentally a “people business.® Contributions sade by esployees working directly in
sales with custosers, and those working behind the scenes in administrative and sales-support departsents
greatly affect the growth and profit of the store. This becoees particularly evident when you realize that
total labor costs, e.y., salaries, bonuses, fringe benefits, and social security tares, often consitute 70
percent of the total expense of selling. (Mason L Mayer, 1978). Yet, inspite of these high figures, retail
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sales is a low paying career field, has a poor isage among job applicants, and does not attract highly
qualified people (Duncan & Woilander, 1977). The iaplications of this are seen in the results of a 1975
survey of personnel adainistrators in the retail industry. The three biggest probleas were the need for
training, an unaotivated and discourteous sales staff, and the imability to attract and retain guality
eaployees (Mason L Mayer, 1978). Because competing stores often duplicate products, brands, prosotions, and
prices, the quality and efficiency of the sales force often becones a major differeatiating feature of the
store.

Inforsal organizational arrangesents were assessed with employee responses to scales asasuring the degree
of suppoert and participation within the store. Descriptions of leadership practices and organizational
practices were recorded separately for sanagesent and sales staffs. The scales are similar to those used by
Likert (1987) to measure managerial leadership and general organizational clisate. FPrevious research has
shown these scales to be reliable and to predict store profitability, turnover rate, and level of unionization
activity (Terborg & Komocar, 1981; Terborg & Shingledecker, {982},

Several seasures were available for identification of personnel characteristics thought to be relevant
for store perforsance. Inforamation on sanageaent staféfs included: fa) tenmure, (b) education, () ability test
scores, and () performance ratings. In<orsation on sales staffs included: (a) tenure, (b) education, (c)
ability test scores, and {d) percentage of esployees having coapleted the first level of training. All data
were store averages. No individual level data were obtained. These seasures reflect the overall quality of
personnel within the stores.

in sussary, the proposed sodel of organizational effectiveness was used to guide prelisinary research
decisions. Six outcoses thought to reflect corporate values were selected as effectiveness indicators. These
cutcomes were: {a) sales per hour, (b) annual sales vojuse divided by total cost of labor, (c) annual
voluntary turnover rate for sanagers, (d) annual veluntary turnover rate for sales and sales support staff,
(e} overall job satisfaction for managers, and (f) overall job satisfaction for sales and sales support staff,
Three aspects of the environsent were identified as isportant factors in diféerentiating store performance.
These were: (a) median fasily discretionary income, (b) average annua) lora) unesploysent rate, and ()
shopping mall versus downtown/neighborhood location. Fimally, several features of the organization were
identified as possibly ispacting store performance. These were: (a} esployee descriptions of leadership
practices and organizational practices within each store, (b) quality of the sanagesent statf within each
store, and (c) quality of the sales and sales-support staff within each store.

Major Research Questions

Once decisions have been sade regarding selection of variables for inclusion in the study, questions
arise concerning validity of seasuresent, stability of constructs over tise, and disensionality of construct:
(Steers, 1977). In the present study, esphasis was placed on collecting longitudinal data over a three year
period. Data are for 1978, 1977, and 1978 with two exceptions: ratings of job satisfaction and descriptions
of informal orgarizational arrangesents were collected only for 1977.

The first research question considers criterion dimensionality and criterion stability. This will be
exaained by cosputing the intercorrelation satrix ameng all effectiveness indicators and by conducting a
principal cosponents analysis.

The second research guestion considers predictor dimensionality and stability. This will be exasined in
the sase way as was described for effectiveness indicators.

The third research question looks at the validity of esployee descriptions of leadership practices and
organizational practices. Ratings of this type are often called seasures of organizational clisate.
Following suggestions by Jases (1982}, Joyce and Slocus (1979), and Schaeider and Reichers (1983), the
validity of the clisate seasures used in the present study will be investigated. Of particular interest are:
{a) evidence of ditferent descriptions between managesent and non-sanagesent staffs, (b) evidence of
differences in clisate scores across the 142 stores, and (c) evidence of agreement or comnseasus on
descriptions within stores.

The fourth research question also involves the clisate seasures. Likert's research (1947) suggests that
climate is 2 1ead variable for changes i~ perforaance. Research on survey feedback guided interventions show
perforaance isprovesents foliow change in climate fros sutocratic to participative by up to two years. But,
research on leadership suggests that perforsance also can affect ratings of supervisory behavior. Because
economic and behavioral outcose measures were collected for three consecutive years, it will be possidble to
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examine whether climate is an antecedent of performance or a consequence of perforaance,

The fifth research question concerns relationships asong environmental variables, climate variables, and
personnel variables and the six effectiveness indicators. Based on the general literature, the tollowing
predictions are made. Sales per hour and sales volume divided by labor cost will be pasitively correlated
with: (a) comsunity incose, {b) shopping sall location, {c) participative and supportive clisates, and (d)
quality of personnel; and, these outcomes will be negatively correlated with local unesploysent rate {c.f.,
Mldrich, 1979, Duncan & Hollander, 1977; Likert, 1947; Mason & Mayer, 1978; Pfeffer & Salancik, 1978).
Yoluntary turnover rates will be negatively correlated with: (a) local unesploysent rate, (b) participative
and supportive ciisates, and (c) tenure; and, turnover rates will be positively correlated with both education
and ability {Mobley, 1982). Employee job satistaction will be positively correlated with: {a) lotal
uneaployment rate, {b) participative and supportive clisates, {c) tenure, and (d) training; and, it will be
negatively correlated with comsunity income (Likert, 1947; Smith, Xendall, & Hulin, 19469,

RETHOD
Overview

Eapirical research on indicators of organizational effectiveness is constrained by the difficulty of data
collection, With the organization as the unit of analysis, or sose major unit of the organization as in the
present investigation, tise and money limitations restrict the researcher’s access to data. Consequently,
there are two major methods for the collection of inforsation; one involves intensive case studies of a single
oroanization over tise, and the other depends on use of archival data collected from a sasple of
organizations. The present study is of the latter type.

Archival data have great potential for research i¢ a few significant probless can be overcose. Lamler,
Nadler, and Casmann (1980) see several advantages to use of archival data. Archival data can be many tises
less expensive to collect than data obtained fros new sources, there often is little respomse bias, the data
are non-reactive, and the data have face validity to the people in the organization. Disadvantages are that
data sight not be coded in a fors that is useable for research purposes, data might be of poor quality with
many errors or inconsistencies in recording, and ethical probleas of informed consent must be considered.

In the present study, care was taken to aaximize the positive features of archival data while sinisizing
the negative features, Data were collected fros multiple sources using sultiple sethods. Inforsation
obtained fros the organization was accepted as valid by the organization. During the retrieval process,
checks were taken to ensure that data would be of high quality and consistent across stores. Data on
personnel were aggreqated to the store level by the organization to preciude identification of any individual,
thus avoiding probleas with inforsed consent. Finally, the survey data were collected by the organization as
part of regular personnel practices. This would ainimize bias that might result fros esployee reactivity to a
research questionnaire.

Sample

Information was available for 1976, 1977, and 1978 on 142 retail sales stores located throughout the
United States. All stores are part of the same international serchandising organization, and they ail exist
in Standard Metropolitian Statistical Areas. All stores are classified as "A" stores by the organization,
Although differences exist in store size, for exaaple, sales voluse had a sean of 14,6 sillion dollars with a
standard deviation of 9.5 aillion doliars and total nusber of all types of esployees on the payroll had a eean
of 422 esployees with a standard deviation of 232 esployees, all stores carried the same basic line of
serchandise and were classified as being of comparabie type by the organization. None of the stores were
unionized at the store level. All stores had been in operation for at least two years prior to 1974,

Assessaent of Variables

Measures used as inditators of store effectiveness were obtained froa the organization’s corperate
headquarters. Annual sales volume was not used as an indicator of effectiveness because it would be
confounded with store size, In fact, voluse often is used as an index of size. Therefore, sales per hour was
chosen as an index of sales voluae efficiency that controls for differences in overall store size. This
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figure represents the average sales per hour for all full-tiee and regular part-tise seiling personnel while
they are on the fioor,

In addition to sales voluse efficiency, a seasure of profitablility was obtained. The organization would
not release actual profitability figures. But, it was possible to comstruct a seasure of profitability ¢ros
knosledge of annual sales voluae and total labor costs. For each store, voluae was divided by total annual
labor cost fe.q., salaries, wages, bonuses, cosmissions, fringe benefits, payroll tax, sick ieave, etc.) to
produce a ratic of sales dollars generated for each payroll dollar spent. This seasure is thought to be a
valid index of profitability for several reasons. First, industry figures for general aerchandise retail
organizations suggest that payroll acrounts for up to 70 percent of the total expense of selling (Mason &
Mayer, 1978), Cost of inventory, another variable that would have substantial impact on profitabiltiy, could
vary across stores, but recall that store managers had relatively little discretionary power over the bulk of
their product line. This leaves such things as rent, utilities, insurance, and saintenance as resaining
factors in cosputation of profitability. While these were not controlled, it was not judged a threat to
internal validity.

Annual turnover rates were obtained froe corporate personnel files. Based on exit interview inforsation
and other coded inforsation, turnover was divided into voluntary and involuntary. Involuntary turnover
consisted of retiresents, dismissals, death and disabilities, tesporary resoval froe the labor force such as
pregnancy or going back to school, and other similar reasons. Voluntary turnover consisted prisarily of
eaployee termination decisions to seek work somewhere else,

Finally, satisfaction was measured with esployee responses to a 42 itea satisfaction questionnaire
included in a larger esployee attitude survey adsinistered during 1977 to sanagerial, sales, and sales support
personnel. Tesporary part-time eaployees were not inciuded. The satisfaction survey has been shown to be
valid, internally consistent with reliabilities ranging fros .68 to .92, and to compare favorably with the Job
Descriptive Index, which is one of the leading aeasures of job satisfaction (c.f. Dunham, Saith, & Blackburn,
1977). Although the survey contains eight separate job facets, e.g., pay, physical working conditions,
co-workers, only the total score was used as a measure of overall eaployee satisfaction. ltem averages to the
eight scales were tosputed and thes susaed.

The three measures of the environsent were assessed from different sources. The organization indicated
shopping mall versus downtown/neighborhood location in addition to the city and state. Given city and state
inforasation, annual unesployment rates for the city or county were retrieved fros the U.S. Bureau of Labor
Statistics and the U.5. Census City and County Data books for the years 1975 through 1978. Finally, sedian
discretionary family incose, hearafter called Buying Power Incoae {BP1), was retrieved for sach tity or county
trom statistics reported in Sales and Marketing Managesent sagazine for 1976 through 1978. Buying power
incoae is personal income less personal tax and other nontax paysents. According to Sales and Marketing
Manageaent, who cosputes this figure, the figure is a seasure of disposabie personal income and indicates the
general ability of consuser purchasing behavior. Froa exasination of the sagazine, the figure appears to be
used in 3 variety of sarketing decisions.

Date indicating parsonnel characteristics were sade available by corporate beadquarters. To preserve
annonymity, all measures were store averages. For managers, inforaation consisted of: (a) the average nuaber
of years of service with the organization (Tenure), (b) the average ievel of forsal education (Education), (c!
the average total verbal and quantitative test scores obtained in the sost recent administration of this
selection test (Ability), and (d} the average of the perforsance ratings assigned to sanager personnel in the
store for the previous year's perforsance (Performancel. The perforsance rating is a subjective scile with
nine disensions. The store sanager would evaluate the resaining managesent stafé in the store and the group
or zone sanaqer would evaluate the store sanager on the sase scale. The perforsance figure used includes
ratings of the store manager and the resaining sanagesent stafi. Siailar data were collected for full-tise
sales and sales-support personnel with two exceptions. First, the ability test was different so the scores
are not cosparable between sanagesent and sale/sales support. And second, rather than performance ratings, a
seasure of the percentage of esployees having coapleted the basic in-store sales training program was
recorded.

Finally, eaployee survey data were used to 1ndex the inforaal organizational arrangeseats thara;teristi:
of each store. The seasure was constructed fros itess taken off of the sase espioyee survey fros ’htch the
satisfaction score was cosputed. The cospany places high value on eaployee survey data and periodically
aduinisters a large (200 plus ites) survey to store personnel. Participation is annonysous aad volgntary.
Esployees are given paid release tine fros work to cosplete the survey. Over 18,000 cases were available for
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analysis in the present study.

Past research on organizational climate suggests that clisate items be descriptive of orgamzational
actions. Job satisfaction iteas, in contrast, would be evaluations of job experiences. Previous work
identified 28 items in the survey that were descriptions of store leadership practices and store
organizational practices. These iteas were found to be espirically related to iteas used by Likert (1967} to
seasure sanagerial leadership and organizational clisate (Terborg & Komocar, 1981). The leadership practices
scale was composed of eight iteas having either a four or five point response scale, although sost of the
iteas were of the )atter forsat. Sample itess are: (3) To what extent can you count on supervisors
{managers) to get answers to probless you take to thes?, und (b).How do supervisors {sanagers) react when
soseone sakes a sistake? The organizational practices scale was cosposed of 20 iteas. Again, .ast items were
on a five point response scale with the resaining itess having a four point response scale. Saspie 1tess are:
{a) Do you receive advance inforsation regarding the things going on in your division or departaent?, and (b)
Would you feel free to go 'all the way to the top’ if you felt ypu were being treated unfairly? Cronbach’s
alpha was cosputed for a subsample of managers {N = 993) and sales personnel (N = 3,338) fros 3! stores.
Alphas ranged fros .B0 to .86, showing the scales to be of sufficient internal consistency.

Two types of scores were computed for each scale, separately for sanagesent and sales esployee groups.

The first score represents the level of participation and support in the store. For each respoadent, the ites
sean score was cosputed and then aggregated over all respondents to produce a store average se«n score. Thus,
each store had a aean score for sanager descriptions of leadership practices and orgamizational practices and
a sean score for sales staff descriptions of leadership practices and organizational practices. In addition,
a seasure of inter-eaployee agreesent was computed. A basic issue in organizational clisate research involves
the operationalization of shared seaning. That is, aeasures of individual descriptions, or psychological
clisate, should not be aggregated to the organization level unless there is evidence of agreems -t asong
respondents {(c.f., James, 1982; and Schneider & Reithers, 1983, for dicussions), The agreesent =easure used
was an estisate of the average squared Euclidian distance between all pairs of esployees to the eight
Jeadership itess and to the 20 organization itess (r.f,, Cronbach & Bleser, 1953 for discussion and forsulas).
Cronbach and 6leser (1953) suggest the Euclidian distance measure as an index of agreese=t because it is
sensitive to profile level, shape, and dispersion. Pennings and van Wijk (1982) have demonstrated the utility
of the seasure. Thus, in addition to the mean level of support and participation there also were measures of
the aean distances. Organizational climate data were based on responsed froa 3,495 aanagers and 12,103 sales
personnel.

In susmary, archival data from a variety of sources were retrieved for use in the study. Multiple
sethods were used to index attitudinal, behavioral, and econosic variables of interest. The data are thought
to be accurate and to allow cosparison across stores,

RESULTS

Data were analyzed using bivariate and multivariate correlational techniques inctuding Pearson
Product-Moaent correlations, sultiple regression analysis, principal coaponents analysis, and cannonical
correlation analysis. The first objective was to examine relationships within the variable sets with a goal
toward data reduction. The initial list of 53 variables was thought to be too large for analysis and
interpretation, The second cbjective was to evaluate the validity of the leadership practices scale and the
organizational practices scale as seasures of inforsal organizational arrangesents, or clisate. Failure to
satisfy certain criteria would sean that these variables would have to be excluded from analysis, The third
objective was to consider climate as 2 lag or a lead variable in relationship to indicators of effectiveness.
The fourth and ¢inal objective was to examine relationships among the predictors and criteria and to estisate
relative strengths of the different predictor variable sets in accounting for explanation of variance in the
effectiveness indicators,

Disensionality and Teaporal Stability of Effectiveness Indicators

Sose of the early espirical work on organizational effectiveness atteapted to identity or define the
disensions of effectiveness {Mahoney & Weitzel, 1949; Seashore & Yuchtaan, 1967). As we now know, such
research is not likely to be successful because different constituencies might produce different disensions.
But, even though some "true® set of dimensions might never be identified, it resains 1sportant to exasine the
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disensionality and stability of outcoses used to index effectivensss if for no other reason than proper
statistical analysis and interpretation of the data.

There were 14 variables used to index effectiveness in the present study. These variables, their seans,
standard deviations, and intercorrelations are presented in Table {, Inspection of aeans shows that sales per
hour increased each year, voluse divided by cost declined in 1977 but increased again in 1978, turnover among
aanagers first declined then 1ncreased a small amount, and turnover asong sales personnel steadily increased.
Finally, sales personnel were slightly higher in reported job satistaction than were sanagers. Inspection of
correlations shows that variables of the saae type were relatively highly intercorrelated with each other
across the three year period.

To obtain a better understanding of the dimensionality and stability of these variables, a principal
cosponents analysis with varimax rotation was conducted. Following the recoasendation of Tucker {1977,
personal cossunication), factor analysis is used first to identify the nusber of cosponents that sight exist.
Then, this nusber is specified in the principal components analysis. The factor analysis suggested four
cosponents, and a four cosponent principal coaponent solution was cosputed. The results are presented 1n the
bottoa half of Table 1. The first component accounted for 41.5 percent of the total variante and consisted of
the three volume divided by cost aeasures. The second cosponent accounted for 28.2 percent of the total
variance and consisted of the three sales per hour seasures., The third component accounted for 16.5 percent
of the total variance and consisted of tne two satisfaction seasures. Ffinally, the fourth cosponent accounted
for 13.8 percent of the variance and consisted of sanager and sales personnel turnover. As aight be expected,
the loadings on the last coaponent were not as pronounced as the loadings on the other cosponents. But, it 1s
obvious that the last coaponent 1s the turnover coaponent,

These analyses suggest that the etfectiveness indicators chosen for investigation can be reduced into the
four cosponents of sales per hour, voluse divided by cost, satisfaction, and turnover. One interpretation of
this finding is that the measures are sultidisensional and that they represent sales voluse, sales efficiency,
esployee attitudes, and esployee behaviors, In addition, the analyses suggest that tise, within the three
year period of seasuresent, is not a disension that appears relevant to later analyses. This is particularly
evident for sales per hour and voluse divided by cost.

Disensionality and Teaporal Stability of Predictors

This section will repeat the analytical procedures on the predictor sets of: (2) environaental variables,
(b) managesent personnel character:istics, (c) sales personnel characteristics. Climate, or the measure of
inforaal organizational arrangesents, will be discussed in the next section.

Table 2 shous the seans, standard deviations, and intercorrelations for the seven environsental
variables. Discretionary incose (Buying Power) shows steady increases as would be expected due to inflation.
Unesployseni rates show steady declines. Obviously, location resained constant with 104 (73 percent) stores
found 1n shopping salls. Location was not correlated with any of the other environsental variables. Buying
Fower tended to be negatively correlated with uneaployaent rate, but the correlations were not large even
though they were statistically significant. Buying Power and uneaploysent tended to be highly related across
the three year prriod.

A factor analysis of the variables suggested a three component solution for the principal coaponents
enalysis. The results of this analysis are presented in the bottos half of Table 2, The first cosponent
accounts for 52.5 percent of total variance and consists of the three Buying Power measures. The second
cosponent accounts for 32.3 percent of the variance and consists of the three unesploysent seasures. Finally,
location is the third component, accounting for 15.2 percent of total variance. As with the effectiveness
indicators, tise was not found to be an isportant disension. These findings suggest that at least with regard
to the variables seasured, the stores were located in stable and probably predictable environsents. On
interest, the cosponents were resarkably "clean® with the largest variable loading on 2 different component
being .15.

qboscriptive statistics and analyses for sanager personnel characteristics are presented in Tabie 3.
Tenure averaged approxisately 14 years of service with slight increases from year to year. Education was
stable with the average managesent staff having an average of a college degres. Ability test score seans also
were stable. Perforsance ratings showed an increase and then a decrease. In general, tenure was negatively
correlated with level of foreal education and unrelated to ability or perforsance. Education showed
inconsistent evidence of being positively correlated with ability and education was unrelated to perforaance.
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Finally, ability was unrelated to perforaance,

Factor amalysis suggested that four cosponents be specified in the principal cosponents analysis, As
shown in the bottos half of Table 3, the first cosponent was tenure, actounting for 43.1 percent of the total
variance. The second cosponent was ability, accounting for 26.1 percent of the variance. The third cosponent
was education, accounting for 17.8 percent of the variance. The final cosponent was perforsance, actounting
for 13.0 percent of the variance. As with the environsental variables, the loadings were very easy to
interpret and presented few instances of a variable loading on more than one cosponent. Also, consistent with
the eserging trend, year of apasuresent appears to be relatively unimpertant when coapared with type of
variable,

Descriptive statistics, intercorrelations, and the results of the principal cosponents analysis for sales
personnel characteristics are presented in Table 4, Average nusber of years service declined slightly during
1977 but increased again slightly the next year. The average of appronisately seven years of tenure 1s alsost
three tises higher than the industry average for wholesale and retail organizations based on Departsent of
Labor Statistics published in 1975, Education levels were steady over the three years and suggest that the
average store had sales eaployees who averaged between a high school degree and sose college work. Ability
score means showed a very slight decline. Recall that these means are not comparable with the seans fros
aanagers because diéferent tests were used. Finally, there appears to be a steady decline in the percentage
of the sales force that cospleted the in-store basic training progras, with the average being about 11
percent. Industry data were not avaliable for comparison so it is difficult to judge these figures, although
they intuitively might appear to be rather low. It should be pointed out, however, that the standard
deviations were very large, suggesting that sose store sanagers utilized the traiming function to a far
greater extent than did other store sanagers. Inspection of correlations shows that tenure was consistently
and neqatively correlated with level of forsal education and scores on the ability tests. Education was
positively correlated with ability and with utilization of the training function within the store. Ability
also was positively correlated with the percentage of esployees receiving training. The positive relationship
between training utilization and both education and ability appears counter-intuitive. One sight expect
training to cospensate for inability to select quality esployees, and thus a negative correlation would
result, On the other hand, training utilization aight depend on the potential of the condidates to bemefit
fros training, and thus a positive correlation would result. Or, a third explantion is that given an overall
high ability sales staff, those selected esployees low on ability need training to acquire equivalent skills.
This also could produce a positive correlation, Unfortunately, in the absence of individual level data, the
above explanations are speculations that can not be tested.

Factor analysis suggested that four components be specified in the principal cosponents analysis. The
results are presented in the bottos halé of Table 4. The first component accounted for 44.4 percent of the
total variance and consisted of training. The second cosponent accounted for 23.7 percent of the variance and
consisted of ability. The third cosponent accounted for 18.1 percent of the variance and consisted of
education, Finally, the fourth component accounted for 13.8 percent of the variance and consisted of tenure.
Again, the loadings were easy to interpret and year of seasuresent was not a relevant disension.

In sussary, the results presented in Tables 2, 3, and 4 indicate that the 31 separate seasures can be
seaningfully reduced to 11 measures. VYear of asasuresent was never shown to be a separate disension.
Correlations asong the same variables over the three year period were generally quite high. Thus, although
sean values might change from one year to the next, the relative standing among the 142 stores on those sean
values was very consistent.

Examination of Climate Means and Distances

Aggregation of individual descriptions of inforsal organizatinal arrangeaents to produce an
organizational level aean score might not be justified if considerable variation exists within the
organization (Jases, 1982). The sost coason procedure used to decide whether aggregation is reasonable
involves AMDVA with organization as the independent variable and esployee ratings as the dependent variable.
Observation of a significant F value would signify greater between organization variance in responses than
within organization responses. Cosputation of eta-squared values, intra-class correlations, and
Spearsan-Brown estisates fros the ANOVA table would aid interpretation (c.f., Jones & Jases, 1979).

One-way ANOVA’s were conducted using individual manager ratings of leadership practices and
organizational practices and individual sales personnel ratings of leadership practices and organizational

-
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practices. All four ANOVA’s were significant beyond the .001 level of probability, suggesting that
differences asong stores was greater than differences within stores. Eta-squared values ranged fros a low of
.06 to a high of .17, with a eedian of .125. Iatra-ciass correlations ranged fros a low of .04 to a high of
i1, with a sedian of .085. Spearsan-Brown estimates ranged from a low of .71 to a high of .91, with a sedian
of .785. These results are highly similar to those reported by Jases (1982) in his review of the literature,
and sugqest that clisate as seasured in the present study represents a characteristic of the organization
(store) sore than it represents ideosyncratic perceptions of esployees.

Clisate aeans, standard deviations, and intercorrelations for both managers and sales personnel are
presented in Table 5. Mean scores suggest that on the average, esployees describe climate as being more
participative and supportive than autocratic and non-supportive, although soae stores definitely are rated on
the other side of the aid-point. Mean differences exist between managers and sales personnel on clisate seans
and on clisate distances. Cosputation of t-values indicates managers as a group describe leadership and
organizational practices as being eore participative (t-values equal 2.85 and 4.05 respectively, N = 142) than
do sales personnel; and, that managers as a group display greater aggreesent on leadership and organizational
practices (t-values equal 28.83 and 28.49 respectively, N = 142) than do sales persoanel. The smagnitudes of
the differences, however, were very slight in the case of climate seans. These findings are consistent with
past climate research suggesting effects due to level in the organization (Joyce & Slocus, 1979). The present
results extend this pattern to seasures of agreesent as well as replicating effects on clisate aeans. It
should be noted that differences in distance scores for the two scales should not dbe interpreted as greater
agressent on leadership practices than on organizational practices. The range distance scores can take is a
function of the nuaber of itess in the scale. The greater the nuaber of iteas, the greater the potential for
disagreesent. Consequently, scores on the distance seasure can not be cospared within the sase ssployee
group. Inspection of the correlation matrix, however, supgests that even though t-tests reveal differences,
the ratings given by the two groups are all significantly correlated beyond the .001 level of probability.

The correlations also indicate that high eeans are associated with small distance scores. It is not clear, at
the present tise, why greater agreesent should be found in participative clisates.

Factor analysis of the climate scores was conducted separately for the two esployee groups. For the
sanager sasple, a one component sclution seesed appropriate, but for the sales saspie, 2 two cosponent
solution seesed better. Because very little research has examined clisate seans and clisate distances, it was
decided to use a two component solution for both analyses. The results are presented at the bottos of Table
5. For sanagers, the first cosponent accounts for 74.1 percent of the variance. This cosponent consists of a
high leadership sean and a low leadership distance, although organization sean also receives a substantial
loading. The second cosponent accounts for 25.9 percent of the variance and consists of 2 low erganization
sean and a high organization distance. Organization aean seess to load on both components, however. These
results indicate that the prisary basis of distinction exists between leadership practices and organizational
practices, and not between means and distances, A different finding was found for the sales sasple. The
first component accounts for 66.8 percent of the total variance and consists of leadership and organization
aean scores, The second cosponent accounts for 33.2 percent of the variance and consists of the two distance
scores, The decision was sade not to reduce these variables any further, but to use all four seasures for
each esployee group.

Clisate as a Lag or Lead Variable

To 1nvestigate whether climate in the present study was a lag or lead variable, the seasures were
correlated with sales per hour, volume divided by cost, and turnover for each of the three years. Resesber
that clisate and satisfaction were assessed only during 1977. 1f clisate were a lead variable of perforsance,
it sight be wapected to correlate wost highly with 1978 performance data. But, if clisate were a lag
variable, it sight be expected to correlate sost highly with 1976 pertormance data.

Teble & contains the results of correlating 1977 climate data with 1976 and 1978 perforsance data. The
key finding to look for is a significant difference between correlations, not that one correlation is
significantly different rom zero while another correlation is not. A total of 24 difterent coaparisons could
seaningfully exist. Table & shows that only three differences reached the .05 Jevel of signihunf:e., and that
the aagnitudes of the differences were rather saall. A saall difference can be statistically significant,
however, when two of the variables are highly correlated, as was the case in the present study. 1t a tr_end
can be seen ia the results, it would appear to favor climate as a lead variable rather than a5 a lag variable.
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But, the results are too weak to provide conciusive evidence within the tise frase studied,

Based on these analyses, the clisate seasures were judged to be valid indicators of leadership practices
and organizational practices. It also was determined that climate was not differentially related to
performance aeasures that preceed or postdate a yedr in either direction froa the tise of clisate seasuresent.

Relationships among Predictor Variables and Eftectiveness Indicators

The final set of analyses examines variation in the effectiveness indicators as a function of
environsental variables, clisate variables, and characteristics of personnel.

The results presented in Tables 1, 2, 3, and 4 indicate that the variables included in the present study
were rather stable over the three year time period. The results presented in Table & indicate that clisate
appears to be neither a lead or 2 lag variable of perforsance. The high stability of scores sakes it very
unlikely that differential relationships would be found over tise. Consequently, the decision was sade to use
data froa 1977 for all further analyses. This would greatly sisplify analysis and presentation of results.

When aultiple predictor variables are used in regression and canonical correlation, the degree of
tolinearity asong predictors should be examined. Excessive colinearity can sake weights unstable, which may
confuse interpretation. The correlation matrix for the predictor variables is presented in Table 7. With the
exception of the clisate variables, the different predictors do not show high covariation. Buying power is
negatively correlated with uneaploysent rate, as might be expected, and it is associated with large clisate
distance scores and long management tenure. Uneaploysent is negatively correlated with clisaste seans and
sanagesent tenure, and it is positively correlated with use of training. Stores in shopping malls have
greater agreesent among sales personnel on organizational practices, and have sales staffs with lower tenure
but higher education and ability levels than do stores in downtown and neighborhood locations. Clisate
ratings from managers were correlated with clisate ratings fros sales personnel and with two other variables:
leadership distance scores were negatively related with both manager education and sales staff ability.
Climate ratings from sales personnel also were weakly related to variables other than clisate. Organizational
practices means were positively correlated with manager perforsace, but both clisate sean scores were
negatively correlated with use of trairing. Leadership distance scores were negatively correlated with
sanager education but positively correlated with manager perforsante, Organization distance scores were
negatively correlated with sales personnel ability. Management tenure was positively related with sales
tenure, but negatively related with managesent education. Managesent education was negatively correlated with
utilization of the training function within the store while managesent ability was positively correlated with
this variable. Managesent performance was negatively correlated with average ability of the sales staff.
Sales staff tenure was negatively correlated with sales education and ability. Sales sta#f education was
positively correlated with sales staff ability and use of training. Finally, sales staff ability also was
positively correlated with use of training.

Few discernible patterns sees to be present asong the variables. Cliaate ratings were intercorrelated.
Tenure levels for management and saies personnel were positively related. MNanagesent staffs with longer
tenure seesed to be in wealthier locations. And, sales sta#é ability, education, and exposure to traiming
were positively related to each other and tended to be negatively correlated with sales staéf tenure.

Correlations asong predictor variables and the effectiveness indicators are presented in Table 8,
Begining with the environaent set, buying power was correlated only with voluse divided by cost, r = .26,
Contrary to expectatinns, unesploveent was positively correlated with sanager turnover, r = .25, and
negatively correiated with sanager and sales sta#é ratings of job satisfaction, r = -.21 and r = -.27
respectively. Location was not related to any of the effectiveness seasures.

Manager ratings of climate were related to all of the effectiveness measures. Leadership seans were
negatively correlated with sanager turnover, r = -.23, and positively correlated with both sanager and sales
statf ratings of job satistaction, r = .41 and r = .45 respectively. Organization means were were negatively
correlated with sales per hour, r = -.18, voluse divided by cost, r = -.24, and manager turnover, LN VH
and, they were positively correlated with sanager and sales staéf job satisfaction, r = .91 and r = .62
respectively. Leadership distance was negatively associated with sanager and sales satisfaction, r = -.43 and
= -.39. Finally, distance scores for organizational practices were pesitively correlated with sales per
hour, r = .21, voluee divided by cost, r = .31, and sanager turnover, I = .21, while being neqatively
correlated with manager and sales staéé satisfaction, r » -.54 and r = -.43,

Sales scaif ratings of clisate also were correlated with sost of the effectiveness seasures. Sales
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ratings of ieadership seans were neqatively correlated with aanager turnover, r = -.19, and positively
correlated with sanager and sales satistaction, r = .42 and r = .36, HNean level of organizational practices
were negatively correlated with sales per hnur,'_'[ ~ -, 18, and voluse divided by cost, r = ~.17. This clinate
srasure was positively associated with sanager and sales satistaction, r = .67 and r = .90. Sales staié
ratings of leadership distance was correlated only with sales staff ratings of job satisfaction, r = -.30.
Finally, the organization distance score was positively correlated with sales per hour, r = .23, and manager
turnover, r = .19, and negatively correlated with aanager and sales staff ratings of job satisfaction, r «
-4l and r = -.49,

Nanager desographics tended to be unrelated to the effectiveness indicators. Only one of 24 correlations
was statistically significant. Unexpectedly, sanager ability was negatively correlated with sales per hour, r
= .30, -

Sales statf desographics were associated with sost of the effectiveness indicators. Tenure was
positively correlated with sales per hour, r = ,23, and neqatively correlated with turnover asong sales
personnel, r = -.33. Level of education was negatively correlated with both sanager and sales staff job
satishctxﬁ,_[ = -,1B for both groups. Sales staff ability was positively correlated with sales per hour, r
= .20, and voluae divided by cost, r = .22. Finally, training was positively correlated with turnover uonq—
sales personnel, and it was neqativ-;ly correlated with both sanager and sales staff satisfaction, rs -.20 and

r=-2L.

In sany ways, the results shown in Table 8 were sosewhat unexpected. Most noteworthy were: (a) the weak
associations between environaental variables and eféectiveness indicators, (b) the positive correlation
between uneaployment rate and sanager voluntary turnover rate, (c) the negative correlations between
uneaploysent rate and eaployee job satistaction, (d) the negative correlations between economic seasures of
store perforsance and climate means, (e}, the positive correlations between econoaic measures of store
perforaance and clisate distances, (f) the negative correlation between sanagesent ability and sales per hour,
and (g} the negative correlation between use of training and employee satisfaction.

The resaining analyses are sultivariate. Table 9 reports the results féros regressing each of the
effectiveness indicators on the variable sets of environsent, climate, and demographics. TYables 10 through 15
report the results of canonical correlations. Cannonical correlations were used to exasine the effectiveness
indicators sisultaneously as a set. Also, to simplify analyses, sanager climate, desographics, turmover, and
satisfaction were kept separate from sales staff clisate, desographics, turnover, and satisfaction. That is,
the sultivariate analyses did not consider manager clisate, for exasple, as a predictor of sales staff
turnover.

Table 9 shows the percent of variance accounted for in each of the effectiveness indicators as a function
of different combinations of the predictor sets. This allows for sose exasination of the relative
*yeportance” of each of the predictor sets. Specifically, hierarchical regression was used to build difterent
scdels. Also, an estimate of the "unique® variance associated with each predictor set was cosputed. This
figure is the drop in R-square that results when one of the predictor sets is resoved froa the fuil model. As
seen 1n the table, sales per hour was not significantly related to the three environmental variables, but it
was related to sanager cliaate, sanager desographics, sales personnel climate, and sales personnel
desographics. Voluee divided by cost was significantly related to the environaent and to both manager and
sales personnel ratings of clisate, but it was not related to sales desographics. MHowever, when estimates of
unique variance are examined, sales desographics account for as auch variance as does the envirossent.
Voluntary turnover asong managers was associated with the environsent and with clisate, but not with
desographics. Voluntary turnover asong sales personnel, however, was oaly assotiated with desographics.
Finally, manager ratings of job satisfaction were related to the environsent and to clisate, but not to
sanager desographics. Sales staff ratings of job satisfation were related to all three predictor variable
sets. Inspection of estimates of unigque variance generally show sisilar relationships, with a few differences
being svident. The cosplete set of predictor variables were able to explain between 16 percent and 26 percent
of the variance in sales per hour, voluse divided by cost, and voluntary turnover rates. A suth greater
asount of variance in satisfaction was accounted for, but this is alsost certainly due to coviriation between
clisate and satisfaction, '

Relationships ssong variable sets were exasined 1n 2 sisilar manner using canonical :grnhhon. fw
sach analysis, several pieces of inforastion were cosputed; including weights and :nrul.mons for pr_mctor
variates, weights and correlations for criterion variates, the significance of the umxul cwrllahm,. and

the redundancy index associated with each canonical correlation. Weights and correlations are used to aid
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identification of variables that contribute to the predictor variate or to the criterion variate. The
redundancy index provides an estisate of the amount of variance explained in variables in the criterion set
from knowledge of variables in the predictor set and is analogous to R-square in regression {c.f., Cooley &
Lohnes, 1971),

Table 10 contains the results for effectivaness as a function of the environsent, Taking the sanager
sasple first, there was one significant canonical correlation accounting for 3.45 percent of the variance.
Basitally, stores with high sales per hour, high volume over cost, low turnover, and high satistaction were
located in environsents that had low unesploysent rates, high cossunity wealth, and shopping sall locations.
Turning to the sales personnel sasple, there were two significant canonical correlations. The farst canomical
correlation accounted for 3.41 percent of the variance. Stores with highly satisfied sales personne) were
located in areas of low uneaployeent and low cossunity wealth. The second canonical correlation accounted for
2.50 percent of the variance. Stores with low sales per hour and low voluse over cost figures were located in
areas of high unesploysent and low cossunity wealth,

Table 11 looks at effectiveness as a function of climate. For sanagers, there were two significant
canonical correlations. The first one accounted for 24,40 percent of the variance. Stores with highly
satisfied management staffs had participative and supportive clisates with high agreesent asong respondents,
1.e., seall distance scores. The second canonical correlation accounted for 2.04 percent of the variance.
Stores with low sales per hour and voluse over cost figures, but also with low turnover tended to have high
agreesent on descriptions of organizational practices but low agreesent on descriptions of leadership
practices. There also is sose evidence that organizational practices were more autocratic than participatory.
For the sales sasple, only one canonical correlation wvas significant, accounting for 22.75 percent of the
variance, Stores with highly satisfied sales staffs had participative and supportive climates with high
consensus asong respondents.

Table 12 shows the results using personnel characteristics. One canonical correlation accounting for
4.07 percent of the variance was significant with the sanager sample. Stores with high sales per hour, low
turnover, and high satisfaction had managesent stafés which, on the average, had low ability test scores.
There also is sose indication that these staffs were high on tenure and performance. Two canonical
correlations were significant for the sales sample. The first correlation accounted for 5.37 percent of the
variance. Stores with high sales per hour, but low voluse over cost and low turnover were cosposed of high
tenured sales staffs that had not received extensive training. The second canonical correlation accounted for
3.41 percent of the variance. Stores with low sales per hour and low voluse over cost figures, but with high
satisfaction and low turnover were composed of sales staffs that had low levels of education, low ability
scores, and 1ittle exposure to training.

Table 13 reports the results for the sanager saaple when all three predictor variable sets were included
sisultaneously, There were two significant canonical correlations. The first canonical correlation accounted
for 25.3 percent of the variance. Stores with high levels of manager satisfaction, and to some extent low
turnover and low voluse over cost figures, had climates described as participative and supportive with
substantial agreesent on the ratings. The second canonical correlation accounted for 6.58 percent of the
variance. Stores with low sales per hour and voluse over cost fiqures were located in areas with low
comsunity wealth and high uneaployaent, had consensus on organizational practices but dissensus on leadership
practices, and had sanageaent staffs that scored well on ability tests.

Table 14 reports the results for the sales sample. Three canonical correlations were significant. The
tirst correlation accounted for 24.08 percent of the variance. Stores with highly satisfied sales personnel
had climates described as participative and supportive with considerable agreeaent asong the respondents. The
second canonical correlation accounted for 4.14 percent of the variance. Stores with high sales per hour and
low turnover were in locations with low unesploysent, tended to have participative leadership practices yet
dissensus about organizational practices, and had stafés with high tenure and little exposure to training.

The third canonical cerrelation accounted for 5.29 percent of the variance. Stores with high sales per hour,
high voluse over cost, and high turnover tend to be in shopping sall locations with high cossunity wealth and
low unesployaent, tend to have participative organizational practices but also have dissensus asong
respondents, and tend to have sales staffs that are low on tenure, high on education, high on ability, and
well trained.

Table 15 attespts to sussarize the relative effects of the diéterent predictor sets. For the manager
sasple, clisate seess to account for nearly 10 tises the variance in effectiveness as does the environaent or
sanagesent desographics. Most of this variation is due to the relationship between clisate and satisfaction.
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For the sales sample, clisate again accounts tor the most variance and the explanation is the sase.
Demographics, however, account for between eight and {2 percent of the variance in the set of effectiveness
indicators.

DISCUSSION

Variations in econosic, behavioral, and attitudinal outcomes reflecting aanagerial values of retail store
effectiveness were found to be associated with certain key aspects of the stores’ environsents, the stores’
inforsal organizational arrangesents, and the stores’ personnel. Thus, there was support for the sodel of
orqanizational effectiveness developed as part of the research project.

In particular, support was found for the resource dependence sodel as coasunity econosic variables and
store location explained between four and seven percent of the between store variance in sa2les per hour and
volume divided by cost. The environsent also explained between four and seven precent of the variance in
voluntary turnover rates among sanagesent staffs, and up to {3 percent of the variance in sanagesent and sales
staff ratings of job satisfaction.

taployee ratings of infarmal organizational arrangements, that 1s, level of support and particisation and
degree of agreeaent asong respondents, accounted for between three and Il percent of the variance in sales per
hour and voluae over cost. Climate also predicted between three and 10 percent of the variance in espioyee
turnover rates. Finally, clisate was highly related to espioyee job satisfaction, accounting for between 48
and 85 percent of between store differences in aggregate esployee attitudes.

Personnel characteristics associated with the quality of sanagesent and sales staff in the store
explained between two and 14 percent of the variance in sales per hour, voluse divided by cost, and voluntary
turnaver rates. Demographics also explained up to seven percent of store differences in aggregate aeasures of
eaployee job satisfaction.

The study also was able to exasine several other questions of iaportance to the dosain of orqanizational
effectiveness research. First, the effectiveness indicators chosen for investigation were found to be
sultidisensional and to be rather stable over the tise span covered. The results provide espirical validation
to the belief that organizational perforsance outcoses consist of economic, behavioral, and attitudinal data
(Steers, 1977). In a similar sanner, the results showed that variables thought to be antecedents of
effectiveness also were qultidisensional and stable over tise, Although dimensionality and stability can be
manipulated through selection of the variablies chosen for examination, the present findings confirs
expectations based on knowledge of the retail industry. Stores belonging to sajor retail organizations face
environeents that are relatively stable, predictable, and sisple. The industry is sature, and retail giants
operate in a non-inovative but cospetitive sarket. The major features of cospetition are price, quality, and
service. Consequently, one would not expect to find evidence of uncertainty or cosplexity in the environaent,
and, one would not expect to find dynamic relationships among criteria.

Although the major focus of the study was on indicators of organizational effectiveness, the results
contribute to research on organizational clisate. Using ANBVA, traditional support was found for the validity
of aggregating individual ratings to seasures of organizational clisate, The results were sinmilar to those
reported by Jases (1982) in his review of the literature. Support also was found for sultiple clisates.
Managers tended to describe the level of participation and supportiveness as being higher than that reported
by sales peryonnel. But, in general, clisate descriptions iros sanagers and salespesple were highly
intercorrelated, suggesting further evidence for the validity of clisate as a construct capadle of
distinguishing among different organizations. Clisate was correlated with voluntary turnover rates for
sanagers. This iy perhaps the first report using turnover rates as a criterion of organizatiomal clisate.
Clisate again was highly related to job satisfaction. Whereas this aight be viewed as evidence of overlapping
constructs (Guion, 1973), it also can be viewed as evidence of tight coupling between the nature of inforaal
organizational arrangesents and esployee job satisfaction. Clisate also was operationalized as a seasure of
agreesent asong respondents. Average Euclidian distance scores between pairs of respondents to the iteas
saking up the two climate scales were found to be seaningful predictors of organizational sutcoses. Canonical
correlations showed that both clisate level and climate agreesent were iaportant for understanding differences
in outcomes. Further research should exasine agressent as a separate variable of interest. Finally, the
results are valuable for understanding the role of clisate as & lead or lag variable of organizational
perforssnce. Research on survey feedback quided interventions suggest that clisate changes prnn_d
perforsance changes by one or two yesrs. Although the present study did not attespt to change tlisate, there

[
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was virtually no evidence for clisate as either a Jead or a lag seasure. In general, clisate scores tended to
torrelate aost highly with perforsance seasures fros the sase calender year. Perhips clisate leads
performance only when both initially begin at low levels and interventions are designed to isprove both. In
other situations, the two variables say covary concurrently.

The study also provided an opportunity to exasine organization level outcoses associated with the
personnel functions of selection and training. Usually, these functions are evaluated at the individual level
of analysis, yet it could be argued that the ultisate goal of selection and training is isproved
oryanizational performance. The data pertinent to this question produced weak and inconsistent results.
Ability was the only managerial variable significantly related to any of the effectiveness indicators and this
correlation was in the opposite direction fros that expected. Ability and tenure, hosever, were correlated
with perforsance seasurps for sales personnel. Sales per hour was highest in stores with long tenured
eaployees who had high ability levels. Training, however, was associated with high turnover and low
satisfaction,

Although there was general support for use of the proposed sodel of organizational effectiveness as a
guide to research, the overall findings of the study were unimpressive. The results were weak and several
unexpected relationships were observed. These findings are especially troublesose given the care and
attention devoted to the selection and seasurement of variables, and the use of sultivariate statistical
techniques that allowed statistical control of extraneous cavses. Angle and Perry (1981), in their study of
organizational effectiveness within the public transportation industry, suggested that their weak results
sight be a consequence of their inability to control for such things as msanagesent cospetence, forsal
organizational arrangesents, technology, and the environsent. The present study was able to provide
substantial control over forsal organizational arrangeaents and technology through sampling of large stores
within the same retail organization, and through statistical control of other seasured variables of interest.
Yet, the results also were weak. The discussion will now turn to a more detailed exasination of the findings.

One possible explanation for weak results obtained in the present study could be a restriction in
variation asong the predictors and the criteria. But, inspection of the standard deviations presented in the
Tables, and a more detailed examination of variable ranges and skewness conducted by the author, do not
suggest range restriction as a likely explanation. Sales per hour ranged fros 53 to 102; the ratio of voluse
divided by cost of labor ranged fros 2.05 to 6.91; voluntary turnover rates among manageent ranged from 0.00
to 64 percent; and voluntary turnover rates among sales and sales support persennel ranged fros 3 to 89
percent. Similar variation existed asong the predictors, for exasple; discretionary income ranged fros
$10,291 to $25,792, uneaploysent rates ranged from 2.3 percent to 21.2 percent, training ranged fros 0.00 to
B4 percent of the sales force having completed in-store training, and average sanagesent staff tenure ranged
fros B.b years to 23.4 years. None of the variables inspected seesed to lack reasonable variation to the
extent that statistical relationships would be difficult to detect.

Although restriction of range probably is not 3 statistical probles in the present data, the general idea
of lack of variation still sight be isportant for understanding the results. The present study exasined 142
ctores over a three year period. Tise was not a critical factor. The stores essentially were ainor
variations of each other, All were linked to corporate headquarters and had lisited local autonomy over
praoduct line, pricing, marketing, and so forth. Although this initially was viewed as a positive design
feature of the study because it provided sose controi over strategy, forsal organizational arrangesents, and
technology, this design feature also might have siaimized the impact of variation among the other variables on
store perforaance. Consider the major retail organizations that operate within the United States. Sears,
Penneys, Nontgomery Ward, K-Wart, Dayton Hudson, Gaable-Skogao, Bioomingdales, Abercroabie & Fitch, Bonwit
Teller, Neiman-Marcus, and other retail giants in the industry have different corporate strategies, use
difterent foraal organizational arrangesents, and use different technologies. These organizational features
sight be sore isportant in explaining differences in store perforsance among stores of different corporations
than would differences in inforsal organizational arrangesents, local environaents, and quality of personnel
explain differences in store perforsance of stores belonging to the sase retail organization. Put another
way, there say be greater differences in perforsance outcoses asong a Penney store, a Sears store, and a
K-Mart store 21l in the sase shopping location than there would be differences between three Penneys’ stores
in three different cities. Obviously, cossunity wealth would ispact the three Penneys’ stores, but, assuaing
effective site location decisions, this environsental variable might have minisal ispact.

The arquesent being developed iiggests that differences in organizational perforsance should focus on
differences that exist between organizations. In these instances, critical factors include such things as
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industry, strategy, formal organizational arrangesents, and technology. Once these factors have been held
constant, it still resains possible to explain variation in perforsance among different units within the sase
organization, but, the degree of “connectedness® among variables at this level of analysis might be weakened.
For exasple, a carefully placed McDonald’s resturant sight be quite successful regardiess of reasonable
variation in sanager cospetence, esployee skill and motivation, and loral resturant “clisate.”

These cossents are not seant to sinimize the importance of managerial style, eaployes cospeteace,
clisate, and so forth as variables worthy of investigation. Weiner and Mahoney (1981) demonstrated that
Pfeffer and Salancik (£978) and Hall (1977) aight be underestimating the importance of sanagesent actions and
overestisating the external control of organizations. Also, it is not going to be useful to engage in
arguesents over the external versus the internal control of organizations. Both are important. Rather,
future research must be designed to better understand the relative and dynasic effects various factors have on
organizational outcoases.

At the present tise, the following relationships sees to be reliable. Based on Lieberson and 0’Conmnor
(1972), Weiner and Mahoney {1981), Salancik and Pfeffer (1977), Pennings (1975), and the preseat study,
industry difterences have the greatest ispact on economit performance outcoses. Coapany differences in such
things as strateqy, formal organizational arrangesents, and technology are next in isportance for these
outcomes. Finally, inforsal organizational arrangesents, personnel, history, and resource availability are
less important. Somewhat surprisingly, availability of resources as seasured by such things as GNP and
coasunity wealth repeatedly account for less than 5 percent of the variance in profits, sales, and other
economic indicators {(c.f., Lieberson & 0’Connor, 1972; Salancik & Pteffer, 1977; Pennings, 1975; ¥einer &
Mahoney, 1981; and the present results). It should be noted, however, that resource availability aight be
sore critical for other organizational outcomes such as long ters growth and decline, and organizational birth
and sortality rates (Aldrich, 1979),

¥hat seeas to be emerging fros the above described studies is the isportance associates with choices of
variables to study and the realization that different levels of “connectedness® can exist asong variables. #s
uas just noted, resource availability might be more tightly coupled with organizational birth rates than with
protitability among already existing organizations, and, esployee satisfaction and turnover might be sore
tightly coupled with informsal orqanizational arrangesents and personnel policies than with local unesploysent
rites. Thus, the researcher sust first define the criteria of interest, then the researcher sust identify the
variables sost likely to have an ispact on the criteria, and finally, the researcher sust consider the
relative strength of coupling among the variables. This last point is isportant. Research isplicitly
operates on the assusption that predictors either are iaportant or they are not isportant for understamding
ditferences in criteria. But, 1n reality, this dichotomy is a continuous distribution of relative effects.
Rather than hoping to find a light switch that is either "on® or “off®, research in the domain of
organizational effectiveness should look for rheostatically controllied switchs that allow various degrees of
coupling. Soae isplications of these ideas are developed in a receat paper by Ford and Schellenberq (1982),

Exploration of relationships asong clisate and the economic outcomes of sales per hour and voluse divided
by cost will provide a good exaaple of the types of issues researchers in the organizational effectiveness
dosain sust face. Hage {1963) argues that centralized decision making will be associated with better
efficiency of operation. Likert (1947) arques the opposite. HManagement styles that encourage esployee
participation and involvesent will be associated with better efficiency. In the present study, the clisate
seatures were developed based on Likert’s work, and a positive causal relationship was expected. However,
there need not be any direct relationship between participation and pertormance. Rather, a variety of
relationships sight exist depending on the situation and the criterion. Degree of participation sight be
positively or negatively causally related to efficiency, efficiency aight be positively or negatively causally
related to participation, or both variables ainht be positively or negatively related to each other because of
a strong relationship to some third variable and not because of any direct linkage.

The present results suggested that stores with high sales per hour and high voluse divided by labor cost
fiqures had clisates that were sore autocractic and unsupportive than they were participative and supportive,
Also, the greater the dissensus within the store, the better the perforsance. If these findings are
replicated, does this isply that store sanagers should be autocratic and behave in a way to create lack of
agreesent if they want high perforeance? Is Hage correct and is Likert’s sspirical rnnr:h' just Type |
error? The answer is neither, In the present study, it appears that the expectatios of a sisple causal
relationship between clisate and perforsance was naive,

In order to better specify the linkages, several path snalyses were conducted using sales per howr,
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voluse divided by cost, climate, total sales voluse, nusber of esployees, and cossunity buying power. WMhat
tollows is a susmary of the results. Annual sales volume is a positive function of buying power. Sales per
hour is a positive function of sales volume. Nusber of esployees also is a positive function of sales voiuse.
Voluse divided by labor cost is a positive function of voluse, but a negative function of the nuaber of
eaployees. Sales per hour and voluse divided by cost are not highly related to each other. Also, neither
variable was related to climate or to buying power. Climate, on the other hand, is effected by sales voluse
and nuaber of eaployees, and was unrelated to buying power or to the performance outcomes. Nore specifically,
level of participation is negatively related to voluse but positively related to nusber of esployees. Holding
nusber of eaployees constant, as voluse increases the level of participation decreases. Also, holding voluse
constant, as the nuaber of espipyees increases the level of participation increases. Also, when nusber of
eaployees is held constant, increased voluae is associated with greater dissensus. But, when voluse is held
constant, increased nusber of employees is associated with greater consensus. Thus, conditions that create
high volumse over cost figures, i.e., high voluae with few esployees, are the sase conditions that create
nonsupportive clisates with high dissensus. Clisate and efficiency are not reciprocally linked, but their
association coses about through shared causes.

What does this aean for understanding retail store performance? It seans that store sales voluse depends
on placesent of large buildings in wealthy cossunities. It also means that efficiency depends on satching
sales force size to voluse. In contrast to production, where size of work force affects number of units
produced, service industries sust rely on location, product quality, and service to effect volume, The task
15 to have a sufficient nuaber of eaployees to handie custoser desand. Too few esployees could cause custoser
dissatistaction, but, too sany esployees needlessiy raises labor costs. Thus the store sanager must sonitor
sales voluse to make decisions about size of sales staff. However, the store sanager faces incoapatible
goals. The cost of economic efficiency is an autocratic and unsupportive climate. Furthersore, such climates
are likely to produce low espioyee satisfaction, low esployee involvesent, and high esployee turnover. To the
extent that these outcomes are isportant, the manager sust satisfice rather than maxisize. The nature of the
industry and the technology suggest that econosic benefits are not likely to be eééected in a positive way
through the creation of participative and supportive climates, This is in contrast, however, to other
tndustries and technologies where participation might be critical, For exasple, Ford Motor company is finding
participation to greatly isprove the quality and efficiency of small truck production in their Lowisville,
Kentucky plant (Fortune, 1983),

Perhaps one of the most important findings fros the present investigation is the need to carefully
consider cause and effect linkages on a case by case basis, and to design research that confiras these
linkages. Industry characteristics, production versus service esphasis, and nature of technology are some
variables that should be considered. Organizational outcoses are the result of dynamic, reciprocal, and often
cospler interrelationships. The widely accepted view of contingency theory, which states that espirical
requiarities depend on characteristics of the organization and characteristics of the context (environsent),
represents a realistic approach to the study of organizations, Although such a view produces neither sisple
nor gemeralizable conclusions, the conclusions are likely to be accuarate. Once critical contingencies or
situational factors are identified, organizational design decisions can be made with a better awareness of
likely consequences. When consequences can be specified and trade-ofts understood, the evaluation of
organizational effectivenss can proceed. Although different constitvencies may still adhere to different
value systeas, better decisions should be possible and better organizations should result.

SUMNARY

The present study investigated relationships among indicators of retail store effectiveness and
predictors of effectiveness. A model of organizational effectiveness research was proposed. Based on the
sodel, econosic, behavioral, and attitudinal outcomes were investigated as a function of time, environaental
resources, inforaal organizational arrangeaents, and personnel. Results suggested that performance can de
explained through knowledge of select environsental and organizational variables. The results also
desonstrate the cosplexities associated with doing research on organizational effectiveness. Effectiveness is
sultidisensional and sultidetersmined. Furthersore, the relative strengths of various linkages can vary
depending in key situational factors. The relationship between clisate and efficiency was used as an exasple
of sose of the cosplexities involved. Value judgesents about orqanizational effectiveness should be made with
an understanding of relationships asong antecedent variabies and consequent outcoses. Only then can
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orgamzations be designed to achieve fully the desired goals of society,
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EXHIBIT 1. A NODEL TO GUIDE RESEARCH ON ORBANIIATIONAL EFFECTIVENESS

ORGANIZATIONAL OUTCOMES = ¢ ( ORBGANIZATION, ENVIRONNENT )

EFFECTIVENESS INDICATORS = # { ORGANIZATION OUTCOMES )

OFSANITATIONAL COMPONENTS

STRATEGY:
CORPORATE STRATEGY
BUSINESS STRATEGY
OPERATIONAL STRATEGY

TECHNOLOGY:
NETHODS OF OPERATION
EQUIPHENT
KNOWLEDGE

FORNAL CRGANIZATIONAL ARRANGEMENTS:
STRUCTURE
CONTROL AND MEASURENENT SYSTEMS
PERSONNEL POLICIES AND PRACTICES

INFORNAL ORGANIZATIONAL ARRANGEMENTS:
VALUES, NORMS, BELIEFS
LEADERSHIP STYLES
INTERACTION PATTERNS

PERSONNEL :
ORGANTIATIONAL ATTACHMENT
KNOWLEDSE, SKILLS, ABILITIES
DENOGRAPHY

HISTORY:
PATTERNS OF PAST BEHAVIOR
INTERPRETATION OF SIGNIFICANT EVENTS

ENVIRONMENTAL COMPONENTS

DECISION-NAKING CONTEXT:
PREDICTABILITY
STABILITY
CONPLEXTTY

RESOURCES:
AVAILABILITY
CONTROLLABILITY
DISPERSION

EXTERNAL ORGANIZATIONAL CONSTITUENCIES:
VALUES
PONER




TABLE 1

INTERCORRELATION MATRIX, MEANS, AND STANDARD DEVIAT'ONS: EFFECTIVENESS INDICATORS v

VARTABLE

(1
(21
{3
(4)
S
(s5)
{7
(3)
{9)
10
b
(12)
(13)
(14)

1

SALES PER HOUR 76
SALES PER HOUR 77
SALES PER HOUR 78
VOLUME/COST 76
VOLUNE/COST 77
VOLUME/COST 78
TURNQVER:M6R 74
TURNOVER:HGR 77
TURNOVER: MGR 78
TURNOVEF: SALES 76
TURNOVER: SALES 77
TURNOVER: SALES 78
SATISFACTION:M6R 77
SATISFACTIGN: SALES 77

SALES/HOUR YOLUME/COST
REAN  S.D. 12 3 45 b
66,78 B8.82  =e--- 86 &0 09 24 28
7820 .3 e Moot 1y 2
Bs.21 8.0 0 -m--- =02 07 20
48 92 e 88 66
4 83 s 80
484 989  em---
4.83 10,21
.44 8.9
3.86 7.95
B.64 5,35
11.32 8.5
13.97  6.75
28.70  1.43
%01 113

N = 142, decisal points ocitted from correlation matrix

2
r) 7, p €05 r ) .22, 9 ¢ .04

M6R
TURNOVER
T 8 9
0f -14 03
03 -13 00
=01 -00 01
00 05 !
02 08 135
1003 15
----- 8 17
----- 13

PRINCIPAL COMPONENTS ANALYSIS OF EFFECTIVENESS INDICATORS

COMPONENTS

! I

SALES PER HOUR 76 A5 .85] -.09
SALES PER HOUR 77 06 .99 -.08
SALES PER HOUR 78 .0 I3 -.05
VOLUNE/COST 76 B8] -.04 -.08
VOLUNE/COST 77 .98' 09 -1
VOLUME/COST 78 J4 2 - 19
TURNDVER:MER 76 =00 .04 .04
TURNOVER:N6R 77 =0 -1 =20
TURNOVER:MGR 78 Jd00 .02 -3
TURNDVER:SALES 76 08 .04 14
TURNOVER: SALES 77 06 .01 08
TURNOVER: SALES 78 08 -0 .1
SATISFACTION:NER 77 =19 -.06 .83
SATISFACTION: SALES 77 ~.16 -.07 .78
EIGENVALUE 3.7 2,09 (.22

PERCENT VARIANCE  41.5 28.2 14.5

v

.06
=06
.02
10
07
.16
44
37
.26
A7
.93
bb
-.09
.02

1.02
13.8

SALES

TURNOVER

10
01
~04
-08
12
07
-01
15
07
00

11
=01
-04

04

12

09

10

16

20

i

11

12
-190
-08
=03

13

09

i8

28

18

15

10

43

N6R SALES

SAT

{3
-17
=09
~04
~24
~29
30
=03
-22
~15

13
-03

03

SAT

{4
-16
-07
=11
=17
-23
-30

10
-12
-10

08
-04



TABLE 2

1,2
INTERCORRELATION MATRIX, HEANS, AND STANDARD DEVIATION: ENVIRONMENTAL VARIABLES

BUYING PONER  UNENPLOYNENT LOC

VARTABLE MEAN 5.0, i 2 3 4 5 & 7
(1) BUYING PONER 76  15109.40 2555.68  ~---- 98 97 -11 -23 -23 -0
(2) BUYING PONER 77 1612278 2755.42 =--m- 98 -15 -27 -25 -03
(3) BUYING PONER 78 17678.15 3035.74 e ep 2] - 02
(4) UNEMPLOYNENT 76 7,81 282 e 87 &9 08
(S) UNEMPLOYNENT 77 .43 2M e 88 02
(6) UNEMPLOYNENT 78 5,29 245  meee 02
(7) LOCATION® 73 s e

Lye 142; decimal points ositted fros correlation matrix
Zr )07, p ¢ 085 r .22, p €00

% Mall location = 1; Downtown/Neighborhood location = 0

PRINCIPAL COMPONENTS ANALYSIS OF ENVIRONENTAL VARIABLES

COMPONENTS
I
BUYING PONER 76 99| -.09 .00
BUYING PONER 77 98 -3 -0
BUYING PONER 78 98| -.13  -.01
UNENPLOYMENT 76 -03 .92 .07
UNENPLOYNENT 77 -.15 .97| -.00
UNENPLOYNENT 78 -15 .90l -.02

LOCATION -0 .03 .99l
EJGENVALUE 1.47 2,13 1.00

PERCENT VARIANCE 52.5 32.3 15.2




1"'
INTERCORRELATION MATRIX, MEANS, AND STANDARD DEVIATIONS: MANAGENENT DEMDSRAPHICS ¢

VARIABLE

1)
{2)
3)
{8
{3}
(6}
(n
(8)
(9)
(10)
393
{12}

1

2

TENURE 76
TENURE 77
TENURE 78
EDUCATION 76
EDUCATION 77
EDUCATION 78
RBILITY 76
ABILITY 77
ABILITY 78
PERFORMANCE 76
PERFORNANCE 77
FERFORMANCE 78

MEAN  §.D.

1.4 3.3 -

14,79 3.8
15.38 3.54
4.05 .35
.06 .82
LIS § B

113.24 10.70
113.34 10.57
113,98 9.65

57.80 3.60
39.66 S.24
S6.34 5.32

TABLE 3

TENURE
2

3
83
88

3

EDUCATION ABILITY PERFORMANCE
A5 6 7 B 9 10 11 12
54 <43 -4 -10 -09 0B 44 0B O
41 <42 -9 <08 -10 -0 19 12 05
----- 46 =32 <49 -05 -0b -10 11 12 -00
----- 712 1007 10 -03 -02
----- 0 16 1315 02 -0f -02
----- 15 19 27 05 -04 -02

----- Bt B3 -05 17 06

----- 78 -00 14 08

- 02 4407

----- 30030

----- 54

= 142, decimal points onitted froa correlation matrix

r

A7, p €055 7 > 022, p € .08

3 Tenure recorded in years; Education: | = some H.5.; 2 = H.5. degree; 3 = some college;
4 = college degree; 5 = graduate work; Ability recorded as Verbal + Quantitative
test scores; and Perforaance based on the sussation of 9 disensions each rated on a

9 point scale.

PRINCIPAL COMPONENT ANALYSIS OF MANAGER DEMOGRAPHICS

TENURE 74
TENURE 77
TENURE 78
EDUCATION 75
EDUCATION 77
EDUCATION 78
ABILITY 7%
ABILITY 77
ABILITY 78
PERFORMANCE 75
PERFORMANCE 77
PERFORMANCE 78

EIGENVALUE
PERCENT VARIANCE

30
.93

.27

.1
43.1

CONPORENTS
I Il
-.04  -.30
=05 -2
=02 -2
.03 B3
.09 .88
16 .83
.87 .08
.94' 07
.87 .09
- 11 .23
6 -,07
04 -,09
2.9 L70
2.1 17.8

v
.05
.09
.03
.02

=01

-.01
.04
04
.08
.62'
.82
.84

1,23
13.0




INTERCORRELATION MATRIX, MEANS, AND STANDARD DEVIATIONS:

VARIABLE

(1)
(2)
(3)
(%)
(5}
{8)
7
13
H
{10)
(13%)
(12)

TENURE 76
TENURE 77
TENURE 78
EDUCATION 76
EDUCATION 77
EDUCATION 78
ABILITY 76
ABILITY 77
ABILITY 78
TRAINING 76
TRAINING 77
TRAINING 78

MEAN  S5.D.

7.03 3.26
6.73 1.9
T.14 1,64
2.4 .2
2,40 .20
2,48 .2
83,03 5,31
54.73 5.50
64,37 §.53
14,18 27,51
13.77 26,76
12,07 23,54

TABLE &

TENURE EDUCATION ABILITY
! 2 3 4 5 6 7 8B 9
----- &7 47 -26 -3 -28 -23 - -19
----- Bs -34 -28 -35 -25 -2 -2
----- -39 -3 -4 -6 -2 -22
----- 91 83 M 2 27
----- 89 32 u 7
----- 271 U
=== 98 9

= 142, decimal points omitted froa correlation aatrix

2_1: >33, p ¢ 051y .22, p ¢ L0

----- 98

SALES DEMOGRAPHICS

10
-13
-14
-12

18

2

1

27

26

27

4 = college degree; 5 = graduate work; Ability recorded as Verbal + Quantitative

PRINCIPAL COMPONENT ANALYSIS OF SALES DEMOBRAPHICS

TENURE 76
TENURE 77
TENURE 78
EDUCATION 76
EDUCATION 77
EDUCATION 78
ABILITY 76
ABILITY 77
ABILITY 78
TRAINING 76
TRAINING 77
TRAINING 78

EJGENVALUE

CONPONENTS
1 11 19} Iv
-0 -2 - b9
=08 -09 -5 .91‘
-0 -0 -2 90
09 16 521 -.19
A1 A3 95 -.12
.0f .09 921 -2
4 .96 A6 =18
A3 .97' A4 -l
4 .97 A0 -t
.98 A2 08 -0
9 \ Al 06 =06
.98 A3 05 -.0b
4,85 2,59 1,98 1.9%0
18, 13.8

PERCENT VARIANCE 444 23.7

1,2,3

TRAINING

1]
-13
-14
-13

18

19

09

28

27

28
-9

3tenure recorded in years; Education: { = some M.S,; 2 = H.S. degree; 3 = some college;

12
-13
-14
-12

16

18

08

28

2

W

97

99

test scores; and Training recorded as percentage of staff having completed®in house® training.



TABLE S

INTERCORRELATION MATRIX, MEANS, AND STANDARD DEVIATIONS: CLIMATE MEANS AND DISTANCES

VARIABLE

(1)
(2}
3)
()
(H)]
(6}
(7
{8)

NANAGER: LEADERSHIP-NMEAN
NANAGER: ORGANI1ATIDN-NEAN
NANAGER: LEADERSKIP-DISTANCE
NANAGER: ORGANI 1ATION-DISTANCE
SALESs LEADERSHIP-HEAN

SALES: ORGANITATION-HEAN
SALES:LEADERSHIP-DISTANCE
SALES: ORGANIZATION-DISTANCE

NEAN S5.D.

.09 .2
3.28 .16
13.74 4,08
32.225.13
3.05 .19
.22 .13
24.50 4.8
44,80 4.20

Iy= 142, decisa] points omitted from correlation matrix

2Py a7, p <051 )22 p¢

.01

PRINCIPAL COMPONENT ANALYSIS OF CLIMATE MEASURES

LEADERSHIP: NEAN
ORGANIZAT10N: NEAN
LEADERSHIP: DISTANCE
ORGANIZATION: DISTANCE

EIGENVALUE
PERCENT VARIANCE

MANAGER SANPLE

CONPONENTS
I 1
.e4l -.25
a5 -13)
-.85 T
-.09 921
2.29 .80
M. 259

NANAGERS
2 3 4 5
53 -53 <30 M
----- -39 -52 35
----- 3t -35
----- -1b
SALES SANPLE
CONPONENTS
1 1
.88 l .02
B0 <
.03 .Bbl
-3 A
1.97 .98
6.8 33.2

SALES
6 7
4 -1
81 -14
=31 R
-48 04
v -13
----- -2

8
=27
-38
31
39
-19
-49
37



TABLE 6

LAG VERSUS LEAD CORRELATIONS AMONG CLINATE NEASURES AND EFFECTIVENESS INDICATORS »'23
SALES PER HOUR YOLUME/COST VOLUNTARY TURNOVER
75 78 78 78 7% 78
MANAGER SAMPLE
LEADERSHIP: MEAN -.05 -.40 -, 04 -.20 -.05 -.08
ORGANI ZATION: HEAN -2 -.19 -.08 -.27 A1 .05
LEADERSHIP: DISTANCE 14 .16 13 Y] -.02 .00
DRGAN] ZATION: DISTANCE .27 .21 .06 .09 .02 .00
SALES SAMPLE
LEADERSHIP: NEAN -.07 ~.08 -.08 -.20 -.07 -.08
ORGANIZATION: NEAN -.24 -.12 -.18 =27 -.07 =12
LEADERSHIP: DISTANCE .04 .04 A2 .09 .07 .08
ORGAN!ZAT10N: DISTANCE 27 .18 32 4 .08

lN=ll.2

2 r2.17, p&.05; 53.22. E‘.Ol

3 Correlations connected with lines are significantly different from each other (g&. .05)




TABLE 7

INTERCORRELATION MATRIX: PREDICTOR VARIABLES b
ENVIRONMENT NGR:CLINATE SALES:CLIMATE HGR:DEMOGRAPHICS ~ SALES:DEMOGRAPHICS
VAR IABLE 12 3 4 5 6 7 B 9 10 41 12 13 4 45 s 17 4B 19
(1) BUYING PONER ~ ----- <27 -03 08 -01 20 09 10 -03 33 20 8 -5 -00 15 i1 -07 -02 -07
(2} UNEMPLOYMENT --e-- 02 -13 =20 05 13 -19 -23 Of 11 -19 02 44 -04 02 -10 -03 W
(3) LOCATION e 02 15 -04 -06 02 1 12 -22 -02 -00 -05 -04 -3¢ 18 20 01
(4) MGR:LEADERSHIP-NEAN =eeee 53 -53 <30 77 4t -1 <27 -10 09 -10 0B -00 06 4O -1k
'3) MGR:ORGANIZATION-MEAN e -39 52 35 &7 -14 -38 08 08 -11 07 -12 -12 Qb -lb
i$) NGR:LEADERSKIP-DIS eemee 3 -3 -3 82 3 16 -1 02 10 -0 05 -20 -OO
7) MGR:ORGANITATION-DIS  —eeee -6 -4 04 39 -05 -03 09 -02 {1 13 -10 -u2
(8) SALES:LEADERSHIP-MEAN  eeeen 49 -13 -19 -10 05 -07 o4 -00 -05 04 -20
{§) SALES:DRGANIZATION-mEAN eeeee <2 -4 01 09 -09 19 -12 -13 -10 -19
t10) SALES:LEADERSHIP-DIS e 37 12 -22 -06 18 -10 -01 -05 -00
(11) SALES:ORGANIZATION-DIS  eeeel -05 -05 -07 -01 09 -03 -22 -10
112) MGR:TENRE e -2 -10 12 1B -07 -08 b
{13) MGR:EDUCATION e 13 -04 00 -08 05 -19
tey MWeReRLIY e W -03 -08 06 2
i3) MGR:PERFORMANCE 01 -03 -24 (S
{is) GALES:TEMNGRE -8 -7 -u4
{17) SALES:EDUCATION . 3119
(19 SALESsmBILITY by,
(19) SALES:;TRAINING

SN = 142, decimal points caitted froa correlation aatrix,

2

Mall location =

T A7, p ¢ 05, r > .22, p €01

1; Downtown/Neighborhood location =

0



TABLE 8

2
CORRELATIONS ANONG PREDICTOR VARIABLES AND EFFECTIVENESS lNDXCATURS1

PREDICTOR VARIABLES
ENVIRONNENT
BUYING PORER
UNEMPLOYNENT
LOCATION

HANAGER CLINATE
LEADERSHIP: HEAN
ORGANI ZATION: NEAN
LEADERSHIP: DISTANCE
ORGANIIATI10N: DISTANCE

SALES CLINATE
LEADERSHIP: NEAN
ORGANIIATION: HEAN
LEADERSHIP:DISTANCE
ORGANIZATION: DISTANCE

HANAGER DEMOSRAPHICS
TENURE
EDUCATION
ABILIYY
PERFORMANCE

SALES DEMOGRAPHICS
TENURE
EDUCATION
ARILITY
TRAINING

! ¥ = [42, decimal points omitted.

SPi

15
-18
03

]
-18
-00

2

02
-18
14
23

05
-03
-30
~00

3
05
20
-07

vic

2
-04
07

-13
-24
09
3

-09
~17
i
10

04
15
-03
-05

-13
14
2
13

2y 07, p €055 F .22, p ¢ .08

EFFECTIVENESS INDICATORS
NGR. SALES

TURNGVER  TURNOVER
-02 -02
25 -0}
-03 0B
-23 -09
-17 03
03 02
21 -07
-19 -14
-09 -07
-05 09
19 1
~07 -04
-08 -02
09 01
~07 -15
-09 -33
04 1"
-16 15
) 19

NGR.
SAT.

-07
-2l
13

b}
9
-43
-4

12
b7
~12
-4

07
09
-16
10

~05
-18

04
-20

SALES
SAT.

-15
=27
08

5

82
-39
-43

56
%0
-30
-49

03
09
-12
12

-03
-18
-07
-2



TABLE S

REGRESSION RESULTS: EFFECTIVENESS INDICATORS
AS A FUNCTION DF THE ENVIRONMEMT, CLIMATE, AND DEMOGRAPHICS

MANABER SAMPLE:

EFFECTIVENESS INDICATORS

NER. N6R.
SPH vIe TURNOVER  SAT
REGRESSION MODEL: R-square R-square R-square R-sguare
ENVIRONNENT (E) .04 .01° .07° .08°
NANAGER CLIMATE (MC) .07° .10° .10° .85°
HANAGER DEMOGRAPHICS (MD) .09° .03 .03 .06
E+MC A3 .18° 14° .B6°
E+ND g2 .09 .09 .12°
NC ¢+ ND J18° 43¢ J2° .Bs*
E+NC+MND 2° .20° .18° .86°
UNIDUE VARIAWCE:
ENVIRONMENT .04 .07 ,04 .00
NANAGER CLIMATE .10 By .07 T
MANAGER DEMOBRAPHICS .09 .02 .02 .00

SALES SAMPLE:

EFFECTIVENESS INDICATORS
SALES  SALES

$PH /e TURNDVER  GAT.
REGRESSION MODEL: R-square R-square R-square R-square
ENVIRONNENT (E) .08 017 .01 13°
SALES CLIMATE (5C) .08° 110 .03 .84
SALES DEMDBRAPHICS (SD)  .13° .08 13 .07°
E +5C .12° .10° .04 .8s°
E+5D J8° 180 a0 .19’
5C + 5D 210 .10 A7 .84
E+SC+8D .26° a7° .18° .87°
UNIQUE VARIANCE:
ENVIRONMENT .05 .07 .01 .03
SALES CLIMATE .10 .03 .04 .58
SALES DEMOBRAPHICS Y] .07 BT .01

[ ]
R2 for model significant at p<.05.




TABLE 10

CANONICAL CORRELATION ANALYSIS: EFFECTIVENESS INDICATORS AS A FUNCTION OF THE ENVIRONMENT

MANABER SAMPLE:

PREDICTOR VARIATE
l

CORRE-

WEIGHTS LATIONS
BUYING POMER A3 .36
UNEMPLOYMENT -8 -9
LOCATION 40 .38

CRITERION VARIATE
I

CORRE-

NEIGHTS LATIONS
SALES PER HOUR A2 47
VOLUME/COST A2 .26
MANAGER TURNOVER -4 -.83
HANAGER SATISFACTION .67 .61

CANONICAL CDRRELATION = .37, WILXS LAWBDA = .79, p ¢ .01, REDUNDANCY INDEX = 3.451

SALES SAMPLE:

PREDICTOR VARIATES

! )]
CORRE- CORRE-
WEIGKTS LATIONS WEIGHTS LATIONS
BUYING PONER -.3 -3 -.087 -.93
UNENPLOYMENT -.96 -.80 25 .48
LOCATION .25 .25 -.29 -.2b

1st CANONICAL CORRELATION = .38, WILKS LANBDA = .78, p

2nd CANONICAL CORRELATION = .29, WILKS LANBDA = .91, 7

CRITERION VARIATES

I 11
CORRE~ CORRE-
NEIGHTS LATIONS WEISHTS LATIONS
SALES PER HOUR .29 2 -.50 -.82
VOLUME/COST -.07 =23 -.681 -.07
SALES TURNOVER A7 42 .02 =03
SALES SATISFACTION .9 .95 - 10 A3

¢ .0f, REDUNDANCY INDEX = 3.61X
¢ .05, REDUNDANCY INDEX = 2,501

Fy—




TABLE 11

CANONICAL CORRELATION ANALYSIS: EFFECTIVENESS INDICATORS AS A& FUNCTION OF CLIMATE

HANAGER SANPLE:

PREDICTOR VARIATES

CRITERION VARIATES

1 1 1 |

CORRE- CORRE- CORRE- CORRE- |

WEIGHTS LATIONS NEIGHTS LATIONS WEIGHTS LATIONS NEIGHTS LATIONS |

LEADERSHIP: NEAN A8 .65 .23 -.0b  SALES PER HOUR -0 -8 -6 -3 |
ORBANIZAT 10N: HEAN B4 98 -55  -.07  VOLUNE/COST N S AR L R 3
LEADERSHIP:DISTANCE  -.00  -.45 .58 .33 WANAGER TURNOVER  -.02  -.22  -.68  -.58
ORGANIZATION:DISTANCE -.10  -.59  -1.10  -.70  WANAGER SATISFACTION .99 .99 -.41  -.03

Ist CANONICAL CORRELATION = .93, WILKS LAMBDA = .12, p ¢ .01, REDUNDANCY INDEX = 24,60
2nd CANDNICAL CORRELATION = .30, WILKS LAMBDA = .B7, p, .05, REDUNDANCY INDEX = 2,041

SALES SAMPLE:

PREDICTOR VARIATE CRITERION VARIATE

1 I
CORRE- CORRE-
WEIGHTS LATIONS WEIGHTS LATIONS
LEADERSHIP: MEAN A7 .bt SALES PER HDUR - 44 -.20
ORBANIZATION: MEAN .83 .98 VOLUME/COST 07 =19
LEADERSHIP:DISTANCE  -.11 =34 SALES TURNOVER -.08 =11
ORGANIZATION: DISTANCE -.08 -.3 SALES SATISFACTION .99 .99

CANONICAL CORRELATION = .93, WILKS LAMBDA = ,13, p ¢ .01, REDUNDANCY INDEX = 22,75




TABLE 12

CANONICAL CORRELATION ANALYS!S: EFFECTIVNESS INDICATORS AS A FUNCTION OF DEMOSRAPHICS

HANAGEF SAMPLE:

TENURE
EDUCATION
ABILITY

PERFORMANCE

PREDICTOR VARIATE

I

CORRE-

WEIGHTS LATIONS
25 .23
.36 A3
-.95 -.08
.30 .19

CRITERION VARIATE

l

CORRE-

WEIEHTS LATIONS
SALES PER HOUR 0 .13
VOLUNE/COST .01 -.07
MANABER TURNOVER -7 ~. 40
NANAGER SATISFACTION .63 .59

CANONICAL CORRELATION = .39, WILKS LANBDA = .Bl, p ¢ .05, REDUNDANCY INDEX = 4,071

ALES SAMPLE:
PREDICTOR VARIATES
It
CORRE- CORRE-
NEIGHTS LATIONS WEIGHTS LATIONS
TENURE .92 .92 =3 .00
EDUCATION .04 =24 45 -.63
ABILITY A7 =12 =13 -.86
THAINING -0 =48 =2 -.45

SALES PER HOUR
VOLUNE/CDST

SALES TURNOVER
SALES SATISFACTION

WEIGHTS
.62

-3

=71
01

CRITERION VARIATES

1 11
CORRE- CORRE-
LATIONS WEIGHTS LATIONS
.59 -.62 -.70
-.30 =37 -39
=78 =30 -3
.07 N .57

Ist CANONICAL CORRELATION = .44, WILKS LAHBDA = .66, p ¢ .01, REDUNDANCY INDEX = 5.371
2nd CANONICAL CORRELATION = .33, WILKS LAMBDA = .84, p ¢ .01, REDUNDANCY INDEX = 3.411




TABLE 13

CANONICAL CORRELATION ANALYSIS: EFFECTIVENESS INDICATORS AS A FUNCTION OF THE ENVIRONMENT, CLIMATE, AND
DEMOGRAPHICS--MANAGER SAMPLE

MANAGER SANPLE:

PREDICTOR VARIATES CRITERION VARIATES
I 11 1 11
CORRE- CORRE- CORRE- CORRE-
WEIGHTS LATIONS WEIGHTS LATIONS NEIGHTS LATIONS WEIGHTS LATIONS
BUYING POWER -1 -.09 -.40 -.48 SALES PER HOUR -.09 -.18 -1 ~. 84
UNEMPLOYMENT =32 =2 .21 RY] VOLUME/COST .00 =29 -.55 -.58
LOCATION -.00 A3 =22 -.20 MANAGER TURNOVER =03 -2 -.02 A
LEAGERSHIP: MEAK W20 .65 =1 -.24 MANAGER SATISFACTION .98 99 -3 =07
CRGANIIATION: NEAN .8t .98 .07 -.0!

LEADERSHIP:DISTANCE .02 -.45 .38 .16
ORGANIZATION: DISTANCE -.09 -.59 =53 =34

TENURE .03 .07 =05 - 16
EDUCATION .02 .10 .08 A8
ABILITY -0 -. 44 .59 .61
PERFORNANCE .04 A =07 -.01

ist CANONICAL CORRELATION
2nd CANONICAL CORRELATION

.93, WILXS LANBDA = .08, p ¢ .01, REDUNDANCY INDEX = 25,301
.50, WILKS LAMBDA = ,33,7p ¢ .01, REDUNDANCY INDEX = 5.581




TABLE 14

CANON)CAL CORRELATION ANALYSIS: EFFECTIVENESS INDICATORS AS A FUNCTION Df THE ENVIROMNENT, CLINAIE, AND DEMOGRAPHICS--SALES SAMPLE

SALES SAMPLE:

PREDICTOR VARIATES CRITERION VARIATES
1 I n ! I 1
CORRE - CORRE- CORRE- CORRE - CORKE - CORRE -
NEIGHTS LATIONS WEIGHTS LATIONS WEIGHTS LATIONS WEIGHTS LATIONS WEIGHTS LATIONS WEIGHTS LATIONS
BUYING PONER -A7 -7 -2 .18 .19 .34 SALES PER HDUR 12 -8 .89 .88 .39 .43
UNENPLDYHENT -0 -2 =29 =30 -A3 -39 VOLUNE/COST 02 - -1 -0 .58 .82
LOCATION AL .07 .32 -.02 .15 .28 SALES: [URKOVER 10 -3 -42 -1 65 .68

LEADERSHIP:NEAN .19 .60 .27 .25 -.06 .08 SALESSATISFACTION .98 .99 .07 .06 .30 .1
ORGANLIATION:HEAN .79 % -.01  -.09 .42 .12
LEADERSHIP:DIS =06 =33 .12 .10 02 N9

ORGANIZATION:DIS -.08  -.55 .3 2 .60 A7
TENURE 06 -.03 .93 Je - =50
EDUCATION -1 - 00 -0 -.00 WU
ABILITY -0 -1 .38 At .60 .6l
TRAINING TR 5 SR F I .32 .2

st CANONICAL CORRELATION = .94, WILKS LAMBOA = .06, p ¢ .01, REDUNDANCY INDEY = 24,081
2nd CANDNICAL CORRELATION = .49, WILKS LAMBDA = ,57,7p ¢ .01, REDUNDANCY INDEX = 6,141
3rd CANONICAL CORRELATION = .45, WILKS LAMBOA » .75, p ¢ .01, REDUNDANCY INDEX = 5,291




TABLE 15

REDUNDANCY AMONG PREDICTOR AND CRITERION SETS BASED ON HIERARCHICAL CANONICAL CORRELATION

REDUNDANCY INDEX

HODEL: HANAGER SAMPLE  SALES SAMPLE
ENVIRONNENT (E) 3,651 6. 111
CLINATE (C) 26,641 2,751
DENOGRAPHICS (D) 4,071 B8.78%
E+C 29,631 23,451
Ee+D 6.23) {5.671
C+D 29,251 32.92%
E+C+D 31.881 35.510

UNIQUE VARIANCE:

ENVIRONNENT 2,631 2,59
CLINATE 23,65 19.841
DEMOGRAPHICS 2,25) 12,06X
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