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ABSTRACT

THE INFLUENCE OF TRUST ON THE IMPLEMENTATION
OF A MANAGEMENT BY OBJECTIVES SYSTEM

By

Dow Scott

The purpose of the research was to investigate the possi-
bility of a causal connection between interpersonal trust and
the implementation of a mangement by objectives (MBO) system.
The basic proposition tested was that employee trust in super-
vision, management and the MBO consultant would determine how
the employee would assess the usefulness of MBO for his/her
own job and how he/she would evaluate the impact of the MBO
system on the entire organization.

In order to test this proposition, a Likert-type
questionnaire was designed to measure employee perceptions of
trust (the independent variable) in those people who were
instrumental in the MBO process; i.e., trust in the super-
visor, trust in mangement and trust in the MBO consultant.
This individual questionnaire was administered in a field
location of three points in time over a six month period.

Time 1l: Prior to the implementation of the MBO program;

Time 2: After objectives were established by superior
and subordinates; and

Time 3: As objectives were being formulated by the top
management team.
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The assessment of the MBO program is the dependent
variable. This was measured using a self report Likert-type
questionnaire at time 2 and time 3. 1In addition, race, age
and sex data were collected on the subjects. These factors
are believed to influence trust levels because of the cultural
differences experienced by people having these demographic
differences.

To check the "undimensionality" of the trust and MBO
assessment scales, a "principles" components analysis with an
orthogonal varimax rotation was used. Both sets of scales had
undimensional coefficient alpha which exceeded .80. Both
scales also had high levels of test-retest reliability.

The subjects in this study were the 169 managerial and
professional employees in a large department of city govern-
ment. They were responsible for public transportation within
the city. This department has 800 buses in operation which
makes it one of the largest city bus systems in the United
States.

The MBO treatment was conducted by an experienced team of
management consultants who spent 240 man days over a period of
21 months. However, the study focus on the first nine months
of the project when 95% of the consulting activities occurred.
During these nine months the consultants were involved in 1)
data gathering from all departments, 2) top management teach-
building, 3) training all managerial and professional
employees, 4) establishing linkages between MBO and the

budgeting process, 5) initial goal setting with the director
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of the organization and each of the division managers who
reported to the director, and 6) establishing and staffing a
position in management to monitor and maintain the MBO system.
This installation has had considerable support from management
and represents a comprehensive system-wide approach to MBO.

Cross-lagged panel correlational analysis and dynamic
correlational analysis were used to draw causal inferences.
The results indicate that the employee's trust in his super-
visor and/or in management will determine the perceived value
of MBO for carrying out the employee's job and the perceived
impact of the MBO system on the entire organization. However,
the analysis showed no such causal relationship between trust
in the consultant and the assessment of the MBO process.
Although this finding did not confirm a causal relationship,
one cannot rule out the proposed causal linkage. The signifi-
cant change in consultant trust levels evident between times
2 and 3, and the correlations between variables supported the
contention that an interactive relationship exists.

It was concluded from these analyses that trust is an
important determinant of the successful installation of MBO.
This study suggests that organizations which have low trust
levels should utilize other organization development strate-
gies to increase trust levels before they attempt to install

an MBO system.
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CHAPTER 1

REVIEW OF LITERATURE

Research Problem

Goal setting is recognized as a pervasive phenomenon
within an organization. Because goal setting is a recurring
adjustment to change, Thompson (1967) contends that the dif-
ference between effective and ineffective organizations can
well be the initiative exercised by those in the organization
who are responsible for goal setting. The management strategy
of formalizing the goal setting process assumes that effec-
tiveness and efficiency will be enhanced if goals can be made
explicit and integrated with the personal goals of the
employee.

The most widely used mechanism for formalizing the goal
setting process is Managment By Objectives (MBO). Since
Drucker first wrote about MBO a vast literature and an army of
consultants have expanded this concept until it has become an
approach .to management in its own right. Because of per-
suasive arguments made by theorists and management consultants
that MBO can have a dramatic impact on organizational effec-
tiveness, one can find MBO terminology in common usage in
management circles. In fact, one survey reported that over 83

percent of business organizations contacted were using MBO



(EDP Leads...1973).

Although rigorous empirical research has been limited,
findings indicate that MBO can have a substantial impact on
individual performance and organizational effectiveness (Raia,
1963; Tosi and Carroll, 1968, 1969; Ivancevich, 1974). Even
so, two surveys have found that a large number of managers are
dissatisfied with their MBO program (EDP Leads...l1973;
Schuster & Kindall, 1974). Although one can certainly iden-
tify numerous reasons for such disappointment, a review of the
MBO and organizational change literature points to the primacy
of interpersonal trust as an explanation for the failure of
MBO to facilate managerial processes.

The concept of interpersonal trust, like that of motiva-
tion, does not take physical form but is a construct to which
theorists in the social sciences attribute individual behav-
ior. In fact, the formation of trust, reduction of fear and
the acceptance of self and others is often the focus of organ-
izational aevelopment efforts. High levels of trust are seen
as linked with efficient work group functioning, long term
organizational effectiveness and the willingness of people to
make adaptations to environmental change. Trust affects one's
willingness to share meaningful information, one's commitment
to take action, and the satisfaction one experiences in rela-
tionships with other persons.

Extensive literature in education, psychology, coun-
seling, criminology, and communications identifies interper-

sonal trust as a stable predisposition and as the key



ingredient of cooperative relationships. Thus, because of the
demand for cooperation inherent in the MBO process, trust
would seem theoretically to be instrumental in the complete
implementation of such a program for two reasons:

1. The actual goal or objective setting process is
negotiated on face-to-face interaction between
superior and subordinate. Both parties must
make commitments to obtain the desired future
outcomes.

2. The introduction of an MBO system is a substantial
organizational change. Patten (1972) contends
that the organizational climate (i.e., trust)
must be at a sufficient positive level for success-
ful introduction of MBO.

However, an alternative interpretation of the Trust-MBO rela-
tionship is possible. The MBO installation could well be a
causal determinant of trust for two reasons. First, MBO may
enhance and make explicit the cooperative relationship between
superiors and subordinates. Second, installation of MBO can

be regarded as a good faith attempt by management to be more
responsive to the employee. As a result, the direction of the
causal relationship is unclear and so are the coping strategies
given to organizations experiencing low trust. Given this com-
peting set of hypotheses, this research is designed to deter-

mine the direction of causality between trust and MBO

installation success.

Management By Objectives

In this section the MBO construct is developed. First,
goal setting is discussed as the theoretical underpinning for

MBO. As such, goal setting is considered to be more primary



than MBO. Then, conventional management is compared to MBO as
a managerial approach. The MBO concept is defined and an

ideal model is constructed. Finally, the theoretical empirical
literature is reviewed in considerable detail. The focus of
this review is on the installation of MBO, not the effect

that MBO has on individual performance or organization

effectiveness.

Goal Theory

A goal is the end toward which effort is directed, or a
strategic position to be attained or purpose to be achieved
(Webster, 1974). 1In a sense, goals never exist but are states
which one seeks, that which one does not have, and once
reached become assimilated and cease to be a guiding image for
human effort.

Goal setting is explicitly linked with the concep-
tualization of an organization. In fact, organizations are
distinguished from social groups by goal directed activity.

Organizations are social units (or human groupings)

deliberately constructed and reconstructed to seek

specific goals...organizations are characterized

by: (1) division of labor, power, and communication

responsibilities, divisions which are not random or

traditionally patterned, but deliberately planned

to enhance the realization of specific goals; (2)

the presence of one or more power centers which

control the concerted efforts of the organization

and direct them toward its goals... (Etzioni,

1964, p. 3).

Schein (1970) refers to the underlying concept of an organiza-
tion as the "idea of achieving some common goals or purpose

through coordination of activities." (p. 7).



However, goal setting is much more pervasive within an
organization than a simple statement of purpose or a direction
in which to focus human efforts and organizational resources.
Simon's (1957) concept of an organization as a decision making
mechanism states explicitly that decisions are made in the
context of general goals or objectives and that individual
behavior is rational insofar as it selects alternatives which
are conducive to the achievement of previously selected goals
(p. 4). Futhermore, goals provide an orientation toward the
future which offers guidelines for organizational activities.
Secondly, goals can provide justification for an -
organization's existence. 1In addition, they serve as a stan-
dard by which organization members, outsiders and even society
can assess the effectiveness and efficiency of the organiza-
tion. 1In fact, effectiveness and efficiency are determined by
goal setting in that effectiveness is the degree to which
goals are realized and efficiency is measured by the amount of
resources used to obtain the goals. Thus, organizational
goals become the basis for the selection and utilization of
resources, the formulation of long and short range plans, the
development of policies and procedures, the determination of
manpower requirements, and an assessment of organizational and
managerial performance. It would be difficult to imagine how
organizational activities could occur without goal setting.

Altﬁough theorists have articulated substantial reasons
for goal setting, this process is neither static nor automa-

tic. The internal and external environments are dynamic, and



thus, require the organization to not only make constant
adjustments to plans, but actually change the goals themselves
(Raia, 1974, p. 10-11l; and Etzioni, 1964, p. 5-7). Thus,
goals originate from an interactive process taking place
within the organization and between the organization and its
environment. Because goal setting is a recurring adjustment
to change, the differences between effective and ineffective
organizations can well be the initiative exercised by those in
the organization who are responsible for goal setting
(Thompson, 1962, p. 177-186).

A classic example of goal change is reported in a case
study by Sills (1962) in which he describes a major change in
goals of the March of Dimes. At one time its goal was to
raise funds for medical research to eradicate polio, but when
that goal was achieved, the March of Dimes had to find a new
goal or cease to exist. Although goal changing may not be
this dramatic in most organizations, goals must evolve or the
organization will stagnate and die as its environment changes
(Etzioni, 1964, p. 13-15; and Sills, 1962, p. 146-159). Goal
change to improve adaptability, however, carries the inherent
risk of eventually defeating the original organizational pur-
pose (Thompson, 1964, p. 79-80, 129).

Assuming that goal formulation is on-going and dynamic,
the origination of goals becomes an important element in the
process. A basic assumption made by the above mentioned defi-
nitions of organizations, is the ability to articulate a set

of goals that are unique to the entity. Accordingly,



theorists attempt to distinguish between organizational goals
and goals held by individual members of the organization. An
organizational goal expresses a set of events which contribute
to the creation of an organization's primary outputs or to the
fulfillment of its purpose or function. On the other hand,
goals of organization members are directed at the fulfillment
of the individual's needs, motives, and desires. For instance,
the organizational goal of an automotive company might be
simultaneously to produce safe, dependable, transportation,
realize a high enough profit margin to encourage investment
and/or meet emission regulations imposed by the federal
government. These goals are quite different from an indivi-
dual employee's or executive's goals which might be to get a
promotion, make a lateral transfer and/or increase his take-
home pay. This idea of separate individual and organizational
goals is quite often found in the organization behavior
literature.

Weick (1969) has a very different concept of organization
goals. He contends that organizations are directed by the
power of alliances among a small number of people. These
coalitions attribute goals to activities post hoc.

This sequence in which actions precede goals may be

a more accurate portrait of organizational function-

ing. The common assertion that goal consensus must

occur prior to action obscures the fact that contangible

around which it can occur, and this "something tangible"

may well turn out to be actions already completed. Thus,
it is entirely possible that goals statements are retro-

spective rather than prospective. (Weick 1969, p. 8).

This perspective would seriously undermine the notion



that organizational action was planned to shape the future of
the organization as a separate entity. Under Weick's model,
individual organization members, especially those in key power
slots, could not be replaced without drastically changing the
direction of the organization. Weick (1969) does not say goal
directed behavior is absent, but that goals cannot be attri-
buted to the collectivity of the organization.

His major concern is how goals are formulated, or the
organizing process. This ongoing process is concerned with an
expedient set of alliances composed for the ultimate purpose
of obtaining control and imposing the wishes of the most
powerful individual. The goals attributed to the organization
are simply post hoc rationalization or legitimation of this
process (Weick, 1969, p. 1-17).

Thompson (1967) takes an intermediate position in this
discussion of goal formation and rationality. He considers
the goals of the organization to be "...the future domains
intended by those in the dominant coalition. Almost inevi-
tably this includes organization members, but may also incor-
porate significant outsiders."” (p. 27). Thus, Thompson
(1967) recognizes the formation of coalitions and their
influence on organization goals. However, he also emphasizes
that these coalitions represent interdependent group behavior
which require agreement on the allocation of organization
resources. Since these goals must be agreed upon by a group,
certain constraints are undoubtedly placed on individual goals

and resultant goals are of greater magnitude and represent



cooperative efforts. As set by top management, the coopera-
tive organization goals provide the criteria by which people
are selected, and rewarded for their contribution in achieving
these goals. Although this model presupposes the politics of
goal formulation, under this model goals are established "a
priori" and influence the resulting behavior.

As is evident, goal setting is a pervasive phenomenon
within organizations. The conflict among theorists is not
whether goal setting occurs but whether one can attribute to
the organization a set of "a priori" goals that are different
from the goal of any one individual. Once any one of these
theories of goal formation is accepted, the problem of com-
municating and obtaining commitment to the goals by other
organization members become paramount. This is especially
true if one accepts the theoretical notion that goal formation
is a pervasive ongoing organization process; and that the
management strategy of formalizing the goal setting process
will enhance organization effectiveness and efficiency by
making organization goals explicit, as was previously

discussed.

Origination of MRO
Even though goal directed activity can be considered,
almost by definition, an integral part of an organization
existence, it was not until Peter F. Drucker (1954) coined the
term "Management By Objectives"™ (MBO) that theorists started

to focus upon goal setting as an explicit approach to
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management. Drucker envisioned a results orientation to mana-
gement as opposed to the previous concern with how managers
accomplished their jobs. At about the same time, Schleh (1953,
1954) was also advocating a results orientation to management
and proposed that these results be used to determine execu-
tive merit ratings. McGregor (1957) added substantially to
this idea of a results-based management strategy when he
operationalized it as a basis for appraising managerial per-
formance. Since these first writings, a voluminous literature
has expanded this notion of results oriented management.* MBO
has since been developed into a process which, not only speci-
fies in considerable detail how goals will be set at an indi-
vidual level, but how organizational goals are established,
how individual goals are linked to organizational goals, how
the individual develops a plan for implemention and finally
how the results are measured and are used as feedback in the

formation of new goals.

Conventional Management
In attempting to define the MBO process it is helpful to
look first at what can be termed the conventional approach to
management. This approach focuses in on the key functions and

activities of management. Weber's bureaucratic model and

*There are many common labels applied to fairly similar
processes; i.e.., management by objectives, management by
results, goals management, work planning and review, and goals
and controls. Because management by objectives is most widely
used, and to maintain consistency this term will be used
throughout this discussion.



11

Taylor's one best method was designed to help managers struc-
ture organizations to improve the efficiency. The way mana-
gers performed their jobs was the major interest. Charts of
organization heirarchy, the span of control, job descriptions,
staff and line relationships and balancing authority and
responsibility were the concepts which became the center of
management discussions.

Also, central to this discussion were the activities
actually performed by the executive. Mooney and Reiley
(1931), Fayol (1949), Davis (1952) and others attempted to
categorize executive activities to enhance effectiveness.
Typically then, management development training efforts
focused on what successful managers did, i.e., planning, orga-
nizing, staffing and controlling. Consistent with these |
notions, managerial performance was evaluated based on how
managers performed their jobs and what behaviors they

exhibited.

The MBO Approach

The problem with prescribing detailed work roles and sets
of activities to managers quickly became apparent. These
problems have been discussed in detail in many MBO articles
and books under the implicit or explicit assumption that con-
ventional management should be replaced by MBO. However, this
investigator does not believe that conventional mangement is
necessarily inconsistent with MBO. The development of a clear

and distinct chain of responsibilities and authority does make
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a major contribution to the fulfillment of managerial respon-
sibilities and provides for coordination between different
parts of the organization. Furthermore, the way managers
behave does influence how effectively and efficiently they
perform. Thus, MBO is not in any way proposed as an alter-
native to the good organization practices of a conventional
management approach but represents a shift in orientation
toward results, as will be discussed. MBO may be said to be a
way of managing the job.

MBO is characterized as a results oriented managerial
approach. Because MBO programs in use may vary considerably
in nature and scope, Wikstom (1968) and Kirchoff (1974) have
concluded that MBO has become an all purpose term with little
meaning. This writer is not convinced of the accuracy of
their assertions. Having read most of the MBO literature, it
is evident that there is a design consistency among the
programs and that most cited differences are merely semantic.

With the express purpose of clarifying much of the confusion
surrounding MBO, McConkie (1979) exmained the works of authors
judged to be MBO experts or authorities. He found nearly uni-
versal agreement that goals and objectives should be specific,
that they should be defined in terms of measurable results,
and that individual and organizational goals should be linked,
one to another. Table 1 summarizes these common elements
and indicates that there is substantial agreement among

theorists on what constitutes an MBO program.
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TABLE 1

THE GOAL-SETTING PROCESS AS SEEN BY
LEADING AUTHORITIES*

Total Number Percentage

of of Authori-
Responses ties in
Agreement

1. Goals and objectives should 37 97%
be specific.

2. Goals and Objectives should 37 97%
be defined in terms of
measurable results.

3. Individual goals should be 37 97%
linked in terms of measurable
results.

4. Subordinates should partici- 35 92%
pate in the goal setting
process.

5. Objective criteria and per- 33*%* 87%
formance standards must be
clearly included in MBO.

6. Objectives should be reviewed 31 82%
periodically.

7. The time period for goal 27 71%
accomplishment should be
specific.

8. Whenever possible, the 26 68%

indicator of the results
should be quantifiable;
other wise, it should be
a least verifiable.

*This table is taken from McConkie (1979). Based on
publication criteria he selected 39 authorities to examine the
MBO construct.

**McConkie (1979) noted that the others did not mention
objective criteria but appear to assume it to be part of MBO.
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Total Number Percentage
of of Authori-
Responses ties in
Agreement
9., Objectives should be flexi- 26 68%
ble; changed as conditions
warrant.
10. Objectives should include a 21 55%
plan of action for accom-
plishing the results.
11. Objectives should be assigned 19 50%

priorities or weights.
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As is evident from this table differences are in the omission
of a particular element rather than disagreement about what
should be included. Thus, McConkie (1979) provides con-
siderable support to the notion that MBO is a process that has
been conceptualized quite consistently.

Why then do Wikstrom (1968) and Kirchoff (1974) contend
that the MBO construct lack uniformity and consistency? This
investigator would arque that their conclusions were based on
MBO programs in operation rather than the examination of what
theorists say should be included in an MBO program. Needless
to say, there are going to be observed differences in MBO
programs which are instituted by a one or two day management
seminars, as opposed to a program which incorporates training
with systematic involvement of MBO in other organizational
processes; i.e., budgeting, merit increases, work planning,
etc. As a result, the definition of what will be the depen-
dent variable in this research will be the normative descrip-
tion or definition of the MBO process. The reader must exa-
mine the MBO treatment described in the methods section to
determine how closely it approximates that model. The assump-
tion here is that one does not have MBO, one simply approaches

the construct.

MBO Goal Setting
MBO can be characterized as a goal setting process and as
a program instituted organization-wide. The focus of the goal

setting process is on superior and subordinate relationshiops.
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Odiorne (1965) described it as:

.+«+a process whereby the superior and subordinate

members of an organization jointly identify its

common goals; define each individual's major areas

of responsibility in terms of the results expected

of him, and use these measures as quides for

operating the unit and assessing the contribution

of each of its members. (p. 55-56).

Inherent in Odiorne's (1965) definition is that goal
setting occurs between a superior and his/her subordinate,
goals are plans of action to help the individual discharge
his/her responsibilities, and criteria are constructed "a
priori®™ so individuals can monitor the administration of their
duties and others can evaluate their performance. The basic
assumption of the goal setting process is that individual per-
formances will be increased by providing an individual with
clear targets toward which to direct his energies (Barrett,
1970; Drucker, 1954; and McConkie, 1976).

Locke (1968) stimulated considerable research on the
impact of goal setting on performance. This research, uti-
lizing factor -- analytical techniques, has identified speci-
fic attributes of the goal setting process which have a dif-
ferential effect on individual performance. Comprehensive
reviews of both field and laboratory research by Steers and
Porter (1974) and Latham and Yukl (1975) provide substantial
evidence that goal specificity, acceptance of goals, goal 4dif-
ficulty, participation in goal setting and feedback on goal
efforts influence individual performance. Participation in

goal setting has not been shown to enhance goal commitment

more than assigned goals but participation has been shown to
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be conducive to establishing goals at a level that will pro-

vide a challenge. These findings are consistent with the ele-

ments of the goal setting process identified by McConkie's

(1979) authorities, whose work is summarized in Table 1.
Normatively then, the goal setting process should include

the following:

1. Interaction between the superior and subordinate; pre-
ferably with the subordinate making a major contribution
(Participation).

2. Goals should establish specific results and the time
period for accomplishment should be designated.

3. Measurable performance indicators should be identified
or constructed, and future evaluation of those results
should occur.

4. Based upon the performance toward these goals and changes
in the environment, goal setting should remain flexible

and be adjusted as needed.

MBO System

The methods of instituting MBO organization-wide are also
very similar when one examines the MBO literature (Raia, 1974;
Batten, 1965; Beck and Hillmar, 1976; Carroll and Tosi, 1973;
and McConkie, 1976). Figure 1 illustrates the MBO process
outlined in most commonly used programs.

In the first step of this process the chief Executive
Officer (CEO) and/or the top management team develops a set of

mandates/mission statements for the organization. These
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Figure 1

MBO PROCESS

Mission or Mandate of
the Organization

'—%ﬂ* Goals/Objectives ||
I Action\F{;n !

[ﬁ MBO Implementation l
|__Continuous Review 1

L Evaluacyg; 1

!

x Replanning

wWhat business are we in?

Expected achievement or
results, i.e., this becomes
the measuring stick that
will be reached over a set
period of time.

Detailed operation plan

is prepared; specific

steps or tasks necessary

to achieve the objective
are identified; resources
are identified and budgeted
for the execution of the
plan.

Carry out the objective
(the activities).

Feedback process and periodic
reporting of progress toward
achieving objectives.

Per formance appraisal, i.e.,
assessment of objective
attainment.

Establishing new objectives

or modifying current objective
for changes in the work
environment or situation.
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describe the realities of the organization's environment and
what must occur if the organization is to continue to exist
and/or continue to grow. To establish the mission statement,
careful consideration is given to the factors which determine
what kind of business the organization is in (i.e., tech-
nology, market place, physical, human or financial resources,
productivity, innovation, profits and impact on society).
Raia (1974) outlines some of the fundamental questions which
must be answered if a clear sense of the basic mission is to
be developed.

"Why does the organization exist?"

"What is the present scope of the enterprise?"

"what is its potential?"

This process is somewhat akin to the psychological development
in people of an identity or a unique reason for being.

Based on this information mission statements are written
which identify "key result areas" vital to the success of the
organization. This statement of organization purpose is par-
ticularly important because it provides the base for for-
mulating long range strategic plans and the goals assigned to
each organization member throughout the company. Most MBO
programs operationalize the mission statements by giving goal
responsibility to the appropriate person. Although the organi-
zation is broken down into functional units, the basic
responsibilities must be assigned to specific individuals
whether they are to manage a particular department or perform
technical work within that department. Thus, the job respon-

sibilities of a person have a major influence on both scope
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and content of the goals established for that position.

As was discussed previously, the actual goal or objective
setting process is negotiated in a face-to-face interaction
between superior and subordinate. From the top levels of the
organization this process cascades downward through every
level of the organization until each member has a set of quan-
tifiable goals, which contribute to the accomplishment of the
broader goals of the next higher level of management.

Having established a written statement of goals for a
particular period of time, a plan for achieving those goals is
developed. The amount of detail incorporated in this action
planning statement depends on abilities of the person under-
taking the task and the total scope of the objective. For
instance, it makes sense to develop a plan for major long-term
projects which are going to involve a number of people.

During goal implementation, a continuous feedback process is
designed to enable each person to control his/her own efforts.

Finally, an assessment of goal attainment is made
periodically and these data are used to evaluate the perfor-
mance of each organization member and establish new goals and
perhaps reassign job responsibilities.

This briefly outlines a fairly standardized MBO process.
These plans are usually in considerably more detailed than
presented here. 1In fact, managers often receive special
training in writing objectives, conducting goal setting inter-
views, giving feedback, and developing procedures for

measuring results. 1In addition, these approaches may become
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part of the organization's written policy. A supervisor may
be required to submit a copy of objectives for his work unit
and then formally assess individual achievement against those
objectives. Then, to insure that employees/management utilize
an MBO approach most theorists and consultants suggest that
MBO be linked to other organization processes (Jackson and
Mathis, 1972; Owen, 1974; McConkie, 1979; Carroll and Tosi,
1973; and Raia, 1974). These include:

1. Organizational planning and budgeting;

2. Performance appraisal;

3. Determination of merit pay increase;

4., Career and manpower planning;

5. Developing selection and placement criteria;

6. Specifying job responsibilities;

7. Managerial decision making processes;

8. Project management; and,

9. Assessing management development and training needs.

Use of MBO

Thus, the extent to which MBO is being utilized in an
organization can be determined by two sets of criteria as have
been outlined. The first set of criteria is concerned with
the quality and extent of goal setting that occurs in the
superior-subordinate relationships. The extent can be deter-
mined by finding out if superior-subordinate goal setting are
occuring, if the frequency of goal setting seems adequate, and

if the goals are being set for major elements of the
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the employee's work. The quality aspects of goal setting can
be evaluated by considering what constitutes a properly set
goal-objective. For instance, are goals/objectives in
writing, are performance measures identified, are priorities
assigned, and does the subordinate participate in the process?
The qualitative aspects specified by McConkie's (1979)
authorities provide a fairly specific set of criteria which
can be used to make this evaluation.

The second set of criteria focuses on the MBO program as
a total organization-wide system. The basic MBO system
outlined previously provides a standard against which the MBO
program can be evaluated. For example, one would determine
the extent to which mission statements have been developed for
the organization and to what degree those mission statements
have been communicated to employees. Then one would examine
each of the other aspects of the model and make an assessment
of the extent to which the MBO system has been incorporated
into the management process.

This definition of the MBO process represents what could
be termed an ideal model. It was constructed from what goal
setting theorists, MBO writers and MBO consultants specified
as elements of a properly designed MBO system.

However, one cannot deny that Kirchoff (1974) and
Wikstrom (1968) are correct in the assessment of the variation
of MBO programs that are actually in existence. As a result,
it would make more sense to determine how closely an existing

program approaches the MBO ideal rather than to make a
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judgment as to whether the organization has MBO or not.
Furthermore, this would avoid comparing non-MBO organizations
to those who "received" MBO. It is a serious mistake to
assume that organizations which have not experienced an MBO
program do not utilize goal directed behavior. One only need
be reminded that MBO is a practical system of management which

had its origin in observations of practicing managers.

MBO as an Independent Variable

MBO has been treated primarily as an independent
variable. In fact, the rationale for such a formal goal
setting mechanism as opposed to a natural/evolved state of
affairs is seldom overlooked in the extensive "how to" litera-
ture (Carroll and Tosi, 1973; Beck and Hillmar, 1976;
McConkie, 1975; and Batten, 1965).

These books often devote at least the first chapter to
the benefits of MBO in general and to their method in par-
ticular. Futhermore, the majority of articles written about
MBO installations resemble testimonials at a revival meeting
because of the ringing endorsements made to the concept. The
following are some of the commonly given reasons for
establishing a MBO program:

l. It clarifies the mission (mandate) for organization
members. This helps employees identify where they should
focus their efforts and how their efforts contribute to the
organizational success.

2, It enhances commitment to the organization by

integrating individual and organizational goals.
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3. Participation in the goal setting process is con-
sidered a key element of most MBO programs. Subordinates are
believed to set higher goals when they are involved (Carroll,
1975, p. 1-15). People are expected to exert more effort and
act more responsibly when they have helped to set their own
goals.

4. Goal setting provides a quantifiable standard against
which managerial performance can be measured. Furthermore,
people will feel a sense of equity if organizational rewards
are distributed based on goal achievement.

5. Job satisfaction is believed to be enhanced because
of the involvement in planning one's work and because of the
feeling of accomplishment realized in reaching one's goals.

6. Goal setting clarifies the direction of efforts, and
obstacles can be identified and removed or taken into account
in planning.

7. It is less difficult to manage subordinates if a for-
mal goal setting process is used. Not only are subordinates
more motivated to perform but they also have more information
for self-direction and control of their own efforts. The
manager can become less involved in the "how" and focus more on
"what" needs to be done. Furthermore, problems are more
easily identified and the manager can become involved sooner
if trouble occurs. It facilitates management by exception at
each managerial 1level.

8. Superiors will have a better understanding of and be

more responsive to the work of their subordinates.
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9., It forces managers to more carefully plan how they use
their resources (Raia, 1965, p. 46-47).

10. It is a common language for employees and provides a
foundation for effective communications. The personal face-
to-face relationships of goal setting and appraisal meetings
improve communication and foster mutual understanding.

Although most of the writers who propose the aforemen-
tioned advantages have typically not been involved in rigorous
MBO research, their views should not be disregarded. Most of
these writers have had considerable organizational experience
and have seen first hand how organizations responded to for-
malized results -- oriented managment.

The empirical research also generally supports the notion
that MBO has a positive influence on organizational effec-
tiveness and employee attitudes. This research has been
briefly summarized in Table 2. Unfortunately, with most of
this research causality cannot be determined because inade-
quate research designs preclude most analytical methods other
than correlational analysis. This problem is often a function
of research limitations presented by the field location, i.e.,
data collected at one point in time, no control group, etc.
Furthermore, because of the heavy consulting emphasis, these
investigators have limited research skills and operationalize
a unique MBO program for a single organization. In addition,
as can be noted from Table 2, performance under an MBO system
is frequently measured by self-report questionnaires when the

program has been recently implemented.
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However, given the limitation of the empirical research
and the fact that writers exponding the benefits of MBO often
have some financial reason for doing so, the evidence seems to
point to the following conclusions.

1. MBO leads to improved performance and productivity.

2. The MBO process increases job satisfaction for those
involved in the process, at least initially.

3. MBO seems to facilitate planning, communications,
performance appraisal interviews. Furthermore, it is
conducive for more effective superior-subordinate
relationships.

Although more research on the effects of MBO is needed,

this investigator is willing to assume that MBO indeed has a
positive effect on organizational effectiveness and employee
attitudes. As a result, this research will focus on the prob-

lems of instituting MBO with an organization.

MBO as a Dependent Variable
The positive results attributed to MBO have certainly not
been ignored by industry, according to a survey conducted by
Schuster and Kindall (1974). They found that almost half of
the 500 largest United States industrial corporations have
made attempts to utilize MBO in some fashion. However, upon
asking more specific questions, Schuster and Kindall (1974)
found that, although the term MBO was freely used in these
organizations, many did not have a real MBO program in use.

Furthermore, half of the respondents had encountered serious
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difficulties and problems with their MBO programs (i.e., lack
of understanding by managers and/or employees; and failure to
follow up and periodically evaluate accomplishment of

goals), and thus, indicated only moderate or passive support
for MBO. Finally, only ten organizations (8.3%) who claimed
to have on going MBO programs evaluated their MBO program as
being highly successful. This low proportion of success is
certainly not what one would expect from reading the journal
articles and books about MBO. Schuster and Kindall (1974)
concluded that:

"In all, it seems that the extent of application

and the success of some highly publicized MBO

programs have perhaps been overstated in the

literature." (p. 10).

In an attempt to find out why there was such a gap be-
tween MBO theory and practice, Schuster and Kindall (1974) exa-
mined six selected companies in detail. The primary reason
they found for this gap was attributed to the incompatability
of management climate and the intent and philosophy of MBO.
However, this finding is certainly not new. The significance
of the organizational climate to MBO success has been
recognized by a number of writers. As early as 1960, McGregor
realized that MBO process could be facilitated by creating
internal organization conditions that were consistent with the
values and assumptions inherent in MBO. Jamieson (1966) and
McConkie (1972) are a few of the writers who see organiza-
tional climate as a critical variable in the successful imple-

mentation of MBO. What constitutes an organizational climate
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supportive to MBO is articulated by Owen (1974).

"Indeed, a substantial degree of teamspirit and

mutual supportiveness within an organization is

a condition and pre-requisite for the success of

most MBO programs. MBO, as such, cannot create

team spirit. But, if management can create a

climate and internal atmosphere of openness, honest

communications, participativeness, trust, mutual

help and cooperation, then MBO, as a total and

permeating program, can function as a dynamic

force in the organization."™ (p. 15).
In fact, not only does Owen (1974) see the supportive climate
as essential but that this climate must be established prior
to the MBO installation. Jamieson (1974) also makes this point:

"I1f, however, the organization is characterized by

authoritarian management, highly centralized

decision making and simplistic motivational assump-

tions, then MBO is unlikely to succeed until the

climate has been modified.” (p. 498).
Patten (1972) not only recognized how critical organization
climate was to implementation of a MBO program, he proposed
that organization development be a necessary first step to
overcome social-emotional blockages before one attempts to
install an MBO program. Since Patten (1972) made this obser-
vation, utilization of organization development techniques to
build supportive organization climate have been incorporated
in the more recent MBO books and in the strategies of some MBO
consultants; i.e., Raia (1974); Carroll and Tosi (1973); Beck
and Hillmar (1976).

However, to date, with only one notable exception, no
empirical evidence has appeared to support the notion that a

supportive organization climate is instrumental to the success

of an MBO effort. This glaring hole is pointed out in some
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detail by Hollmann (1976) in justification for his research.
He designed a correlational study which compared managers'
perceptions of their organization climate with their
assessment of the effectiveness of a previously installed MBO
program, and indeed found a significant positive relationship
with what he termed a supportive climate. Hollmann opera-
tionally defined it as a climate, "...characterized by high
levels of trust and confidence between superiors and subor-
dinates, multidirectional rather than just vertical com-
munication, cooperative teamwork among work group members, a
reasonable degree of subordinate involvement in decision
making and general goal setting, and an emphasis on self-
control rather than superior-imposed control." Specifically,
climate supportiveness was measured in terms of six internal
organizational processes drawn from Likert's measures of
leadership, communication, decision making, goal setting,
interaction-influence and control (Likert, 1961, p. 562).

In addition to acknowledging the need for replication,
Hollmann (1976) pointed out that both the supportiveness of

the climate and the manager's assessment of MBO were measured

self reported perceptual data; and the climate scores were not

corroborated by independent observations nor were MBO effec-

by

tiveness measures supplemented by objective measures of perfor-

mance. Furthermore, climate was not controlled by the experi-

menter but allowed to vary naturally. Although this study
cannot prove cause and effect, it represents an important

first attempt at providing some empirical support for this
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relationship.

Accordingly, it is logical to assume that organization cli-
mate influences the utilization of MBO. Furthermore, organiza-
tional climate research has become quite popular in organiz-
tional and industrial psychology. Whatever the conceptual
and operational definitions of climate happen to be, measure-
ment techniques and findings are diverse and even contradictory.
For example, James and Jones (1974) reviewed this literature
and concluded that a definitive conceptual statement about the
nature of organization climate is not possible at the current
stage of research. Researchers have not been able to deter-
mine or even agree on the specific variables, dimensions and
constructs to be included in the organizational climate
domain. Perhaps more importantly, theorists and researchers
have been unable to obtain consensus on the way such dimensions
supercede or differ from other variables, dimensions, and
constructs previously used to study interpersonal relations in
the organization. Thus, for two basic reasons this researcher
has chosen to use interpersonal trust as opposed to an organi-
zational climate construct. First, because of the basic
problems that theorists have had defining and measuring
organizational climate. Second, and more importantly, because
interpersonal trust represents a construct more basic to the
MBO process. Trust, then, will be the element of the organi-
zational climate and/or environment that is proposed as

instrumental to the installation of MBO.
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Trust
Introduction

The concept of trust, like that of motivation, does not
take physical form but is a construct to which theorists
attribute individual behavior. Some 20 years ago Deutsch
(1958) noted the pervasiveness and significance of trust and
suspicion in human interaction. Since this observation was
made, considerable thought has been given to this construct and
numerous studies have been conducted. It has been found that
high levels of trust are linked with efficient work group
functioning, long-term organizational effectiveness, belief in
political figures, the willingness of people to make adap-
tations to environmental change, and effective responses to
performance ratings. By the same token, the development of
mistrust will make people hesitant to cooperate, com-
munications will be distorted and physical conflict will be
much more probable. However, these research efforts have been
diffused across the entire breadth of the social sciences.
One finds trust treated as a core concept in education,
psychology, industrial relations, organization development,
political science and counseling. As one would expect, there
has been some disagreement between these diverse disciplines
of what constitute trust and how it should be measured; but
theoretically and empirically they agree that trust has

substantial influence on interpersonal relationships.
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Because there have been substantial and diverse interests
in trust, this discussion is certainly not intended to provide
a complete review of the literature. Rather, the goal is to
verify trust as a meaningful variable in the context of the
organization. To do so, this investigator will examine the
construct properties in terms of the following issues:

1. definition

2. measurement

3. wvalidity

4. construct stability

5. manipulation of the variable

6. effects on human behavior

Once trust has received this general review, the specific
theoretical and empirical aspects of the trust-MBO rela-

tionship will be treated in detail in Chapter 2.

Definition of Trust

In this writing, trust is defined in terms of an attitude,
a behavior and a given situation. Trust is a psychological pre-
disposition that a person holds regarding the way or manner in
which some other individual or group of individuals (termed
other) will behave. This predisposition concerns the degree
to which a "person" believes he/she can predict how the
"other" will behave; and the perceived intent or motivation
that the "other" brings to the situation. A "person's" atti-
tude toward an "other" is translated into behavior when the

"person" makes a decision to cooperate in an uncertain
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situation where cooperation increases his/her vulnerability
to the "other."™ The situation is uncertain when "person"
does not control "other's" behavior and "other®™ will determine
if "person® receives a desirable outcome or suffers because
"other" abuses his vulnerability.

This definition can be further clarified by discussing

trust in terms of a 2 by 2 matrix as represented in Figure 2.

Figure 2

COMPONENTS OF TRUST

PREDICTARILITY
High Low
Positive Trust Mistrust
(1) (2)
Negative Mistrust Mistrust
(3) (4)

First, for trust or mistrust to be evident, the situation
must be perceived such that "person" can obtain certain
desirable outcomes by cooperating with "other"™ but at the same
time be subject to the risk of some undesirable consequences
if "other"™ takes advantage of "person's" cooperative behavior.
Second, based on past experience with "other", a similar
situation and/or a generalized attitude about people, "person"
will have a preconceived notion about how "other" will behave
in the cooperative situation. "Person"™ will trust "other"
only if he believes that other will behave predictably and in
"person's" best interest (cell 1). However, "person” will

mistrust "other"™ under the conditions illustrated by cell 2,
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cell 3 and cell 4. 1In cell 2 and cell 4 lack of predic-
tability would engender mistrust because "person®" would not be
able to rely on the future behavior of "other." 1In fact,
situations where predictability is low and intent is negative
(cell 4) could result in high anxiety levels because the per-
son is subject to unpredictable punishment. Fear would pro-
bably be the emotional response to this situation. On the
other hand, in cell 3 "other" is predictable but is perceived
as not acting in "person's"™ best interest. Rotter (1971)
would deem this later condition trust. "Other" would be
trusted to behave in such a way that would abuse the vulnera-
bility of "person." However, this is not the trust within
this definition because cooperative behavior is included in
the construct. In other words, "person" would not behave in a
trusting manner by cooperating and increasing his vulnerabil-
ity because he would expect to suffer bgcause "other" would
take advantage of him.

Because the trust literature was carefully reviewed prior
to constructing this definition, it is consistent with other
widely used definitions of trust. Deutsch's (1962) definition
of trust is probably the most widely used:

The essential features of a situation confronting

the individual with a choice to trust or not in the

behavior of another person are, in my view: (a) the

individual is confronted with an ambiguous path, a

path that can lead to an event perceived to be

beneficial (Va+) or to an event perceived to be

harmful (Va-); (b) he perceived that the occurrence

of Va+ or Va- is contingent upon the behavior of

another person; and (c) he perceives the strength
of Va- to be greater than the strength of Vva+.
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If he chooses to take an ambiguous path with

such properties, I shall say that he makes a

trusting choice; if he chooses not to take the

path, he makes a distrustful choice." (p. 303).
Griffin's (1967) trust definition is more succinct but essen-
tially the same.

It is the reliance upon the characteristics of

an object, or the occurrence of an event, or

the behavior of a person in order to achieve

a desired but uncertain objective in a risky

situation. (p. 105).

Trust, then, can be characterized as a positive unifying
force from which cooperation is derived. Whereas, mistrust is
characterized as the unwillingness of individuals to take
cooperative action which increases their vulnerability.

Thus, individuals who are mistrustful are reluctant to sacri-
fice their opinions, ideas and efforts because of perceived
possible negative outcomes.

To illustrate the dynamics of trust one only need imagine
a professor's decision to coauthor a book with another faculty
member. The professor must first determine that writing a
book would have desirable kinds of professional and/or per-
sonal outcomes, and that he does not want and/or is not
capable of writing the book on his own. The commitment to
cooperate with another faculty member will be contingent upon
the professor's perceptions of the reliability and intent of
this other faculty member. First, the professor must feel
assured that the other faculty member will indeed uphold his

end of the bargain and produce his chapters in a timely

fashion (predictable). Second, the professor must perceive
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that the other faculty member will act in his best interests
(positive intent). In other words, the professor would be
reluctant to trust someone who might steal his ideas and
publish them alone. Finally the situation is going to affect
how much trust the professor must place in the other faculty
member. A situation is certainly going to demand less trust
if the professor believes he can still finish the book if the
other faculty member abuses his trust than if he believes the
book will not be published without the cooperative eféorts of

the other faculty member.

Behavioral Measures of Trust

Once a concept has been defined and theoretical statements
made about its relationship to other variables, measurement
becomes the next basic concern. Trust measures can be placed
in two major categories, i.e., behavioral and perceptual. For
instance, one researcher operationalized trust as the act of
drivers locking their car doors while attending church
(Tevault, et al, 1971). Other researchers have utilized the
time elapsed between an order given by the researcher and the
subject carrying out the command, i.e., willingness to fall
backwards in the arms of another person who promises to catch
them and turning a brass knob that has previously shocked the
researcher (Geller, 1967; and Schutz, 1967). However, the
more widely used behavioral measure of trust is the cooperative
behavior exhibited in a mixed motive game (MMG). The most

popular MMG, in trust research, is the Prisoner's Dilemma



39

game developed by Luce and Raiffa (1957). 1In this game sub-
jects are asked to participate in a role play situation in
which they are one of two persons arrested on suspicion of a
certain crime but without adequate evidence to convict them.
The district attorney tries to get that evidence by separating
the two prisoners and trying to induce one to confess. The
game is mixed motive in that outcomes (usually game points or
small amounts of money) are contingent upon the cooperative
behavior of both participants (prisoners). Typically, if one
does not withhold evidence, he wins and the other loses; if
both give evidence, both lose and if both do not give evidence,
then both win. The maximum strategy for both players, th