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Organizational Effectiveness: A Multiple~Constituency Approach

Abstract

Current approaches to organizational effectiveness are conceptually
conflicting and empirically arid. They appear handicapped by a desire to
produce a single effectiveness statement about any given organization. We
propose a 'multiple-constituency' approach avoiding this requirement,
explicitly assuming that different organizational comstituencies will form

different assessments of its effectiveness. Several conceptual and empiri-

cal implications of this rcorientation are suggested.
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The field of organizational effectiveness revearch appears to be in
conceptral disarray.  Receat summaries of the literature reach uniformly
negative conclusions: '". . . thcse is only a rudimentary understanding
of what is actually involved in or constitutes the concept (of organiza-
tional effectiveness)" (Steers, 1975); ". . . measuring cffectiveness is
a critical but problematic issue" (Hrebiniak, 1978); "Organizational
cffectiveness . . . . is an extremely untidy construct' (Campbell et al.,
1974). Percpectives on effectiveness show little or no converge.ce
(folnar and Rogers, 1976) and quick improvement is unlikely (Kahm, 1977).
Some have even argued that the concept is not researchable, and should
reside only as a conceptually rathar than an empirically relevant con-
struct (Hannan and Freeman, 1977). The present authoars have no argument
with such pessimism. We do, however, propose that hone is not entirely

Jost. This paper attempts to defiue a broad perspective on organiza-

tional effectiveness that encompasses rather than conflicts with existing

perspectives. The proposed perspective will not attempt to prescribe

reséarch directions or methodology. Rather, it will attempt to define

.

areas of convergent theorizing and rich empirical domains.

[

A: Current Apnroaches to Organizational Effcativeness

Tffectiveness stataments are typilcally not deseriptive; they are

evaluarive and often normative. That is, they ave generally not altempts

" Instcad, they usu-

to ansyer the question "How 45 entity X perforaing?
ally attempt to answer "How well is entity X performing?" and often "Haw
wuch better should entity X perforn?' The ceutral differontiscion among

curreut effectivencss statements is in Liow they ancclfy the evaluiative

eriterin vsed to define “how well" the entivy is performing or could

[ =]
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Organizational goals appreoaches. To an organizational goalsg” th

rist, the problem of specifying criteria is exactly that of discovering
goals. The use of "official" goal statements such as those found in arti-~
cles of incorporation, orgonizational charter, or whatever, is seen as
naive (Perrow, 1961; Porter et al., 1976). Instead, rescarch effort is
aimed at discovering the "operative' goals of those jindividuals most able
to influence what the organization actually does - the "major decision-
makers' (Price, 1972), the "executive core" (Zald, 1963) or the "deminant
coalition" (Pennings and Goodman, 1976). This approéch begs the enpiri-
cal question of whether or not-such a single dominant group actually
exists in a given tituation. Eapirical studies such as Vroom (1960) and
Law.cnce and Lorsch (}967) suggest that st?ong goal congensus among
senior menagers of a single organization cannot be assumed. McCormick's
(1973) suggestion that a broad survey of the Prganizationnl membership be
used to identify goals allows for the possibility of diccensus, but does

not indicate what should be dome if at least modest agreenment is not

found.

.
-

. . n wh
Systems apnroaches. Theorists loosely grouped under the 'systens

approach to organizational effectiveness offer a varicety of ways of solv-
’ . h] =

" ¢ 1, - nlvwe | a
ing the sriterjon problem. At the most global level, functional avalysls
g c .
(Parsons, 1960; Lydan, 1975) arguee that organizations may be evaluuted
a ,

f ) . . ?) e ” . 1 m:: t,
by how well they solve the four wssential problemz: goal attainmant;
J @ wm

o

adaptation; integration; and pattarn maintenance. iore oparaticnally,

Evan (1976) draws on oystams thoory to sugaest categories of measurable

variables which might be related to effectivenuzos, hut leaves the crite-
Al A3 o ¢

”

GSE d ! mieus mdodle ground o
rion problan essenltizlly unresolved.  An ingenious leogro
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proposed by Yuchtman and Scashore (1967) in what they call the "systems
resource' approach. 1In essence, they argue that the three basic pro~
cesses in an open-systems view of organizations - resource acquisition,
transformation, and disposal - are tightly interconnected, so that over—
all effectiveness may be assessed at any point in the loop. They choose
the input-acquisition process, and define effecti?enass as ". . . the
ability of the organization . . . tg exploit its environment iﬁ the
acquisition of scarce and valued rescurces” (1967, p. 3898).

The crucial assumpticn of both. For all the cocnsiderable differences

wichin and.between these approaches, they share one crucial assumption:
that it is possible, and desirable, to arrive at a single set of evalua-
tive criteria, and thus at a single statement of organizational effec-
tiveness. We propose to relax this assumption. Specifically, we propose
a viev of organizational effectivemess in which several (or, potentially,
many) different effectiveness statements can be made about the foecal orga-
nization, reflecting the criterion sets of differcot individuzls and
groups to whom we shall refer as "constituencies." We should emphasize
that this relaxation goes beyond the suggestion (c.g. Steers, 1975) that
effectiveness be treated multi-dimensionally, so that, for example, one
could assess a given organization as highly effectdive in innovation, wod-
erately effective in employvee satisfactibn, and so on, What we ara pro-
rosing is a view of effectivencss that allows multiple evalvations fron
multiple constituencins, so that, for exanple, we might £ind the fogonl

organization vated highly effecfive ou various dimensions by its senlor
managtment, woderately effective by the employwes’ union, somavhat effon-
tive by dts curtoners, and quite dneffcetive by a governmont regulatory

agency.  This multipliciry of rotings seens implicit in Hrebindal's
H . ) ; !
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". . . it may be useful to think in terms of effective-

suggestion that
nesses" (Hrebiniak, 1978, p. 326). Somé implications of this view are

discussed in the following sesction.

B: A Multi-Constituency View of Effectiveness .

The present paper argues that an answer to the question '"How well
is entity X performing?'" is inevitably contingent on whom one is asking.
That is, the evaluative criteria required to transform a descriptive into
an evaluativa statement flow from the individuals or groups to whom we

are referring as "constituencies,"

not from some abstract, value-iree
theory of organizations or systems. The point is, perhaps, rather obvi-

ous in the purposive, goal-seeking view of organizations: Individuals

* become involved with an orgenization (as owners, managers, employaes,

customers, suppliers, regulators, ctc.) for a variety of different rea-
sons, and these reasons will be reflected in a variety of different
evaluations. It appears somewhat arbitrary to label one of thesc per-

spectives a priori as the "cerrect' onc., As an empirical wmatter, it may

well be that a pariicular organization is so dominated by one individual
or group that much of its behavior is explicable in terms of this single
perspective; but this Qeems more appropriately a matter for empirical
investigation than for assumption as the general case.

A parallel aubiguity as to purposs is implicit in a "systems' view
of organizatioﬁs -~ a5, in fact, it is in all systews, even very sinple

‘ ,

ones. For example, the faxiliar furnace~-thermostat systun uscd in domes-
tic heatdnyg appeasrs, at firstiglunce,‘to have an unambiguous purpose: '

.

the maintenance of internal tesperature within preser limits. Hovever,

"
thils purpose s not dexivable Lfrom nerely oboorving hew the syston oper-

ates,  Bush observatioas) daba swve aqually interpretable in Lorme of a

S e

"system purpose" such as '"Maximize fuel consumption, subject to not
exceeding an upper temperature limit," or "Minimize Ffuel consumption,
subject to not falling below a lower temperature limit." Indeed, if the
system were operated by 2 human thermostat and a human furnace operator,
these two statements might well describe what each saw as the system pux-
pose.

The example illustraces several important points. First, goals and
comstraints are, in general, interchangeable (see also Simon, 1961; Eilon,
1971). Second, statements of purpose made by systeam members are likely
to differ from one another, audAdo not provide an unanbiguous statement
of "the" system purpose. Third, such a single purpose is not‘dcrivable
from observation of systén behavior, no matter how detailed. Finally,
the ambiguity is not the consequence of the complexity of orgenizations,
but is fFund even in rathe)y siaple systcms‘whose structural end dynandic

\
properties are well understood.

In general, then, we treat effectiveness not as a single statement,
but 'as a set of several (or perhaps many) statements, each reflecting the
evaluative criteria applied by the various constituencies involved to =z
greater or smaller‘degree with the focal orga;ization. In using tha term
"constituencies" rather than "participants,'" we mean o emphasize the pos-
sibility that individuals and groups not directly ascociated with the
focal organization may form cv&luations of its activitics, and may further
be able to influence the activities of that orgenizatioca to sene extent.

For exanple, an environmental Froup may form an assessmont of the vaste—

PRl
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disposal activitins of the focal organization, and start legnl procced-
ings admed at enforcing a change in these practicss,  In doingy so, the

group beeowmes an active constiturney of that areavlastion; cttesntd
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nove the organization in a direction it sees, in terms of its peculiar

criteria, as "more effective."”

Integration with existing views. The multiple-constituency view of
organizational effectiveness may be seen as embracing as special caseg
several existing views of the effectiveness concept. TFor example,
Pennings and Goodman's (1976) "dominant coalition' model presupposcs the
existence of a single group which has (by negotiation, side-paymeants,
and so on) arwived at a workable shared set of evaluative criteriz, and
which has sufficient power to imrcoge these criteria on the major activi-
ties of the organization. It may lLe the case that the objectives of all
the relevant constituencies are reflecled in the goﬁls of this coalition.
Whether, and in what circumstances, such doviqant coalitions form is an
empirical matter of consideragble dnterest; but the multiple-constituency
view has no trouble accommodating such situatinns a2s & special case of
the more general phanamenén of multiple groups with nore or less pcewer
to impose their evaluations om overall organizational functioninz.

Systems approaclies to effectiﬁeness can be similarly accommodated
as special cases. PRarsounian functionalism, for example, (Parsonz, 1960)
implies that ultimate weight be given to the cvaluztive criteria used by
the larger scciety as a whole (though the mechanism by vhich these cri-
teria ave identified and applied is unclesr). Yuchtrman and Scashcre's '
(1967) "systems resource' approach gives primary veight to the eriteria

applied by supplicrs of secance resources - an organization is defined as

t is able to madutadn its cupplies of such

-

effcctive to the extent that o
resaureces, presumably by satisfyidng the evaluative criteria of the sup-

plicrs. Yhe evaluaticns of other conutituencies nre inplicased indi-

yaehly, TFor crxaupslae, the wlllinooaess of congursors to poy for
2 Pl

o

products generates the revenues which allow the manufacturing firm to

1"

purchase further "scarce resources" which allow furthexr production.

Thus, as with the "organizational goals" view, the "systems' approach to
organizational effectivenass is embraced and, perhaps, extended, by the
multiple-constituency model.

The major difference between the "conceptual,minima}istq perspective
embraced herein and the wore spenific models discussed above resides in
assumptions about how organizations deal with envirommental (constituent)
presses. Yor example, the dominant coalition model presupposes that the
demands of various constituencies are reflected in the goals generated by
the dominant coalition. TFor example, if consunmers demand reliable pro-
ducts the goals of the dominant coalition should reflect quality control.
Additionally, the potential influence of the various constituencies
should also be reflected in the priority assigned to the goals of the
domimant coalition. The systems resource perspective assunes that coali-~
tions are influential to the extent that they can provide valued resources
or influence resource acquisition. As suggested earlier, the general wmul-
tiple constitucncy approach avoids such assumptions &nd, by doing so,
allows the case where no clear doiinant constituency emerges or whare
influence does not directly operate thrcugh resources.

As an exanple of the integrative power of the muliinle-constitusncy

“wviesr, it 1s worth reevamining the only study of which we ave avare (Molnax

and Rogers, 1976) that attempted an empirical ccmparisgon of the '¢oals'

nd 'systems' views of effectiveness, For 110 public aggunciles, thesn

o

investigaotors ohhadned effectivencus ratings fron agency administrators,

frow thelr veers, and from a wvaricty of agene, cliento.  The first two

.

vera dnterpreicd In tores ol agency geal atrafunent, the last dn terss of
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systems resource effectiveness. The results showed a striking failure
of convergence between the three ratings, a failure which Molnar and
Rogers attribuke to various conceptual and methodological problems. In

. a multiple-constituency view, of course, such divergence is to be
expected: different constituencies rate a given organization in differ-
ent ways. While Molnar and Rogers' results are thus an embarrassment to
both gozl and systaens-resource views of effectiveness, they are perfectly

. consistent with multiple-consiituency theory.

C: Some Tmplications of the Multinle-Constituency Approach

It is apparent that the proposcd slift ipn the conceptual framework

embracing the 'organizational ecffectiveness' construct has profound iwpli-

cations for relevant empirical work. Withoyt attempting a detailed
research agenda, we would like to suggest briecfly three arcas in which
the congé%tual shift might lead to a reorientation of ezpirical study
addressing 'effectiveness': the distribution of crganiéational satisfac—
tions; issues of organizational location and change; and the time dimen--

silon as it relates to effectiveness.

a. Distributional issues. The multiple-ceonstituency view treats

)

organizations as systems generating differontial assessmants of cffce-
tlvenass by different constituencics. Thisg view is tlose to that of such

authers as Rarnard (1938), Georgiou (1973) and Keeley (1978) who treat

participant satisfaction, or inducement-contribution balancae, as the

central organizaticnal issue.  The present view is somevhat broader than

v

that expressed by any of these authors. 'Constitueney' is inteadad ac

more inciucive then 'direct parvticipant'; and an 'efluctiveness ctate-

rent' frew any one of them is broader than thalr sacisfaction with thodr

ova diveel transscbions with Lhe Foeel orenndzation,  Dovover, the

B I

L

conceptual similarity is strong, and it may be worth reviewing briefly
the treatment of effectiveness by one of these authors, Keeley (1978).
The first part of Keeley's argument is based directly on Barnard's
(1938) participant-satisfaction model, in which the worth of an organiza-
tion is assessed through ". . . the ability of the system to maintain
itself by returning human benefit in sufficient degree to induce partici-
pant cooperation" (Keeley, 1978, p. 277). The second part of his argu-
ment proposes an overall optimality criterion for the resulting distri-
bution of net satisfactions to participants, draving on Rawls' (1971)
criterion of 'social justice.' Thig criterion amounts to ninirmizing the
regret of the least advantazged participant, so that Keeley treats effec~
tiveness in terms of this winimum point on the distribution of satisfac-
tions across participants.. Lt should’be noted that, while the first
part of tgis argunent closely parallels the multiple coanstitusncy view,
the second part does not. We are uneasy at this point about the use of
the 'social justicé‘ (or amy other strongly noxrwmative) criterion to
reduce multiple evaluations to a unitary effectiveness statement; and,
by Keeley's arguaent, we would, for example, be forced to treat as highly
ineffective a prison in which the prisoners (the 'wost disadvantaged par-
ticipants') were dissatisiied.

Despite these problews, we arc irpressed by the 1renge of cmpiriecal

it

quections that are opened up once "cffactiveness' is so clearly scen as

a digtributional issue. For example:
-~ How do participants (o;?’in our model, constituencies) hecone

avare of thedr potential for' shiftipg the distribution in thair

favoxr? Uhat strategles arve available to thuw to do wo? Hew do

7

L T el v .
what o conlitiown nrae

cther constltuencies prevent such wlforts
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feasible and useful? Wnich actually form? Under what circum- | training operation. Such a change presumably implies a relative attenu-
stances? Broadly, the concern here is with power iésues, and . ation of the influence loops which conneclt the school to local employers,
with the ability of comstituencies to recognize, develop, aond Y the community, the alumni, and so on, and a relative enhancement of such
exercise power so as to shift the distribution of satisfactions jnfluence groups as Federal funding agencies, the scholarly cowmmunity,
. .
in their favor. . : | and so on. It is not clear how any of the current views of effective-

- How do constituencies form? That is, how does an individual or : | _ mess would cope with such familiar organizational changes. They are, how-
group come to an awareness that the activities of the focal orga- : ever, readily accommodated within the multiple-constitusncy view, which
nization are both relevant to, and perhaps changeable by, appro- | explicitly directs attention to the identification of constituencies,
priate action? For example, therc appears to have been signifi- 1 and thus to their possible succession over time, ana to tha organizatiocn's
cant recent growth in the formation of "public interest' (and ' scope for the management of its constituency set.
private-interest) groups outside organizations which attempt, . c. The temporal dimension of effectivencss. The issue of time
often successfully, to change corporate activities in areas such raue for assessing effectiveness has generally confouaded theoreticiaas
as environmental impact, minority and female hiring practices, | and empiricists. The problem is that short run organizational actions
aqg so on. The situaticnal prerequisjtes and action strategies i which appaar ineffective (e.g. angering stockholders by withhelding divi~
of such groups seem of copsiderable cumpirical interest, and are ; dends and reinvesting) may éctually be part of effective long run strates
directly relevant to the 'effectiveness' iscue, as we conceive i gies (e.g. growth through reinvestment: rather than excessive dabt).
it. ; Heuce an improved debt/equity ratio that sttracls new investors might be

b. Issues of orgenizational locafion. The multiple-constitusacy | i highly effective in the long term. In a multiple-constituency perspac—

approach views organizations as intersectiong‘of multipls influznce i . tive, the time issue becomus, techuically more complicated but counceptu-
loops, cach eshracing a coastituency biassed toward che assessaent of f ally clearer. Different constituencies nay be dealt with by an organizz-—
the organizaticn's activitices in terms of its own cxchanzes within the‘ tion du diffevent time {razes. This pewnits & foral organizatice to
loop. In such a view, the organization’s locition is not merely geo- 'ime share' in terms of attention paid to the various constituencies.
graphic, but ifwplies its existence as inecludiry vome influrnce loops ;, For example, a dean may choost to distyibute raises to faculty in a wan-~
rather than (or more extensively than) others. In this sense, location ? . ner that appears inequitable to some portion of the faculey (e.g. the

. ) I Y
ray be a key strategic motter for currently-powerful coastitucncies to ‘ %‘ . stars) in the spring whay it is too late for then to leave thoe orgonizo-
ranipulate. FOF example, a uniVCtuiLy may, over time, mave from Loaipe . ? é‘ tiow, ond then appusse chew vith generous travel or teachiag arrongenohts
priwarily ao undergendusie teachin:s roheol to a restarch and graduzto- % { {u the fall. This exemple Lllnstrares several points.  Tivst,

i
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constituencies may not always be in a position to react immediately to not immobilized. Similarly, the wmultiple~constituency approach avoids
the current distribution of satisfactions. Secondly, the time frames for such difficulties of systems views of effectiveness as identifying the
. . . d snization' ; §ed -
4 feedback and/or the lag between organizational action and constituent res- ‘ organization's potential for acquiring scarce resources (whether or not
ponse may permit the organization to game such that the bulk of satisfac- e - it actually exploits this potential); or the problem of identifying the
L]
0 . ! (4 . 0] 0 . I3 4 [
tions accrue to a coastituency at key decision points (i.e. keep them } evaluative criteria applied to an organization by ‘'society as a whole.'
happy when it matters most). Finally, it suggests that not all constitu-~ The multiple-constituency approach to effectiveness treats both
encies need managing all the time. The impact of time and the manner in goal and systems theories as valuable, though partial, insights into the
K n . . . . R . . . Sl = . . [ RPN S | Gyt el . . 2 de oo o > .
which organizations uvs¢ it is an intriguing issue with regard to effec— linkages between the organizatici's activities and its constituencies.
tiveness. As we have tried to show, existing a2pproachaes, both goal-basad and .

systems~based, can be treated ag¢ spoctyl cases of the general, nmultiple-

Conclusion

ae

conztituency model. In general, the mutliple-constituency aporoach asks

The primary intent of this cssay has been to outline an alternative - t e : ; J Coipe? AT : :
What constituencies exist in o particular so'.lng? What effectivenass

to the increasingly arid debate betwecu tke 'orgeuizational goals' thezo- ‘ 1
assescmants does each now reach? and What ave Lhe consequances of these

'

rists and the 'systems' theorists as to which possesses the key to the - : ii ]
’ assessnents? Fron these quastions flow a number of others: the distri~

£

v t ]

effectiveness pvwzzle. In essence, we arrue that neither group doas, and

' ' | ‘ . bution of satisfzctions ac oss constituveacics; the oppsritunities for con-~
that the puzzle is primarily an aytifact of a single, gensrally unstated ! . : . . , .
! i stituencics to affect the organization (aund vice verse); the organiza- ,
assumption made by both: that a single stztement aboul an organization's : v .y : : i
. i L tion's location at the nexus of influance loops crbrocing dits current

effectivencss is to be sought. MNo such azssumption is, in our view, neces— ; : : : ; ;
; f and possible future constitucncailes; and others. In ecch case, the shift

.

in conceptual base reorients empiriczl inquiry in directiuns we swe as

. .
:

sary or cdesirable.

With the obsessicn with a single stztcaent remerad, the door is I ‘
potentially fruitful. :

. , :
openad to both concepiual clarification end empirical prozress, In a . ‘ . . , .
: ) i On grounds betn of conceptual clavity and copiricenld prouiss, theu,
rultiple~corstituency view, no surprise is ecngenderved by the discovary ! . ) . g
| the multiple~constitucucy approach appasrs to provide o wore frultful
that stockholders, sculor managers, enployves unions, énd custoners ‘ f . . p : v e ; '
: ; forwulation of the effecctivenens problem thawn do any of the current
. espouse divurgent views of what the owganizition's goals zhould be. Nor i | ' . . T : : {
: . approaches. We specilicaldly abandon the goal of answering questilons
is there any requircsent that these grovrs and others shculd, in any ~ar~: ‘ & ‘
- - L3 w e, g d IRESEEN AR 3 G S B > u(nsLu. ln [R5 “.r"" ] 4 + s ] ] :
. . ’ > j T such as "low offective ig Orsouizacion X7," whewe n single answer is
ticular sotting, have reached a negotloted rorcemoat or Formad a dominans ; | , - o el | . .
' " : } expectad.  In our wlew, sueh questions are {dl-Ffornulated, and ve feal
corldtion pruarating operative gocis.  TF Loy have Jdore o, huluiylau ' ; . P
5 no embarrassient that the appresch ve neesase oifors ao ansvnre to then.
censtitueacy vesaeaveh wlll vavea® the Facns I8 not, the gorls dm aeitl t |
3
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We would argue that the question: 'Is Generél Motors nore or less effec-
tive than HEW?" is of the same form as: '"Is an elephant more or less
effective than a giraffe?" For both questions, we obsexrve that both spe-
cies exist, and can thus be assumed to be at least minimally adapted to
their environments. Beyond that, we are more interested in the features
of those environments, the adaptive mechanisus used by the organisa (or
organization), reactions to changes, and so on. We see no particular
merit in an obsessional search fov the sinnle measure of merit on which

organizations can be compared.
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