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ABSTRACT

THE CONTINGENCY THEORY OF ORGANIZATIONS:
AN EXAMINATION OF THE RELATIONSHIPS OF
CLIMATE AND PERSONALITY WITH PERFORMANCE
AND SATISFACTION IN A STABLE ENVIRONMENT
by

Ronald G. Storey

The objectives of this research were to (1) provide

additional empirical evidence of the relationship between
climate and firm performance for firms operating in a réla-
tively stable environment, and (2) to explore an extension of
contingency theory which includes the personality dimension
of organizational members along with environment and climate

in explaining organizational performance and individual per-

formance and satisfaction.

A high and a low performing firm in the automobile parts

and accessories industry were chosen for study. This industry

was considered to be operating in a relatively stable environ-
ment in view of the stability of earnings for firms in the

industry relative to those in other industries.

Data was collected by a mailed questionnaire from 130

managers in production, research and marketing roles. The
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- analyzed by analyses of variance using three ran-
factorial designs with two levels of firm performance,
vels of role, and two levels of climate, personality,
vidual performance.

'he findings indicate that the climate dimensions studied
etween the high and low performing firms with the former
to be more free of stress, having less Organizational
ty and more Relationship Orientation.

'he findings suggest that there are certain personality
ristics which lend themselves to higher levels of indi-
erformance in some situations. This indicates new pro-
 trait approaches if situational characteristics are

ed simultaneously.

'he appropriateness of a firm's reward system was found
gnificantly related to firm performance. The firm whose
ewarded high performers more than low performers had
firm performance than that which rewarded low performers
n high performers.

esearch personnel were found to be less satisfied than

- production and marketing and this could have undesir-
sequences for the firms' future ability to adapt to

~ environmental situations. Satisfaction was found to
er in stressfree climates and among managers with cer-
sonality characteristics.

he study indicates that the extension of contingency

o0 include personality could be a potentially useful one

!B?'







Ponald G. Storey
and that further research is needed to provide more evidence
of the nature of the relationship between climate and environ-

mental stability for firm performance.
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CHAPTER I

INTRODUCTION

Purpose of the Research

During the last few decades, managers have been the
targets of a variety of approaches to organizational design
and patterns of administrative behavior. Two camps have
been more or less clearly identified as the classical and
human relations oriented schools. The former is character-
ized by its emphasis on the need for well established lines
of authority, clearly defined goals and jobs, and authority
equal to responsibility. The latter focuses on the need for
participation in the decision-making process in order to
elicit more commitment, creativity, and generally higher
levels of motivation.

There is growing evidence that, while no one way to
organize and administer is always best, there seem to be
strategies which work better in particular situations. This
approach, which attempts to reconcile the classical and
human relation approaches has become known as contingency
or situational theory (Burns and Stalker, 1961; Lawrence and
Lorsch, 1967; and Woodward, 1958). 1In short, it draws upon
preliminary findings that suggest that the classical or me-
chanistic approach seems to work well in relatively stable

situations while the less structured or organic strategy
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2
appears to work better in the relatively uncertain or dynamic
environments.

While there is as yet a paucity of published research
which tests the contingency approach, and while some method-
ological questions have been raised on some of the research
that has been reported, the contingency concept appears
promising and warrants further examination and refinement.

One of the purposes of this research is to further examine
the relationship between the patterns of organizational
structure and administration and firm performance in a stable
organizational environment.

An interesting question arises from the implications of
the contingency theory of organization. If there are parti-
cular patterns of organization structure and managerial style
that are more congruent than others in terms of effecting
higher levels of organizational performance in differing
environmental conditions, are there characteristics of individ-
ual performance and/or satisfaction in some situations than in
others? Are some people better suited for work in mechanistic
work situations than in organic, and vice versa? While the
question rattles the skeleton of trait theories of leadership
and selection and placement, is it not conceivable in tﬁe

light of current developments in organizational theory that
relationships between personal attributes, performance and
satisfaction might have been doomed to inconclusiveness by
virtue of the confounding effects of situational job

characteristics?
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A second purpose of this research is to examine the
relationships of several personality characteristics which
might be related to higher levels of performance and/or
satisfaction in certain types of job settings. If there is
such a thing, as some research suggests (Tannenbaum and
Allport, 1956; Vroom, 1960; Morse and Lorsch, 1970), as an
optimal "fit" between the organization's climate, its
external environment, and the profile of individuals'
attitudes toward organizational phenomena, a better under-
standing of individual performance and satisfaction under
various situational circumstances is required. It is felt
that a significant contribution can be made by examining
several of the variables which are frequently considered to
be of importance in this complex relationship. Morse and
Lorsch (1970) note this problem. They suggest that what is
needed at this point is research designed to determine what
personal characteristics are most related to performance in
various combinations of organization and task situations.
While their research examined the single personality dimen-
sion of "sense of competence", they are quite explicit in
their view that "the strengths of (an) individual's other
needs - - such as those for power, independence, structure,
achievement, and affiliation" (p. 67) are likely to be mod-
erating variables in determining how a particular person
achieves a sense of competence.

In summary, then, the purpose of this research was

two-fold. First, a partial replication of the work of
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Lawrence and Lorsch was undertaken in order that further
evidence would be gathered about the relationship between
the patterns of organizational structure and administration
and firm performance in a stable organizational environment.
This would assist in evaluating the reliability of the
findings of some prior research based upon the contingency
concept.

Secondly, the research was undertaken to explore
the relationships between various mixes of personality and
organizational climate in a stable environment to examine
how they might be related to individual satisfaction and

individual performance as well as firm performance.

The Mix Model: A General Overview

The basic concept underlying the second purpose of
this research can best be described in terms of the follow-
ing "Mix Model." This concept can be described as an
historical outgrowth or extension of contingency theory.

It attempts to examine differences in organizational perform-
ance (as does contingency theory) and extends the two
dimensional contingency theory which dealt with environment
(the technical need set) and the structure and administra-
tive dimensions (the organization climate set) to include

a third dimension, the personality characteristics of the
organization members (the individual characteristics set).

The Mix Model treats as dependent variables organi-

zational performance, individual performance and individual






satisfaction.

The mix model concept suggest that for every organ-
ization these three factors (climate, environment, and
member characteristics) are present and interact to affect
organization performance, individual performance, and satis-
faction. The congruency of their interrelationships is
termed the "organizational fit." The basic proposition
is that organizations that can be described as high per-
formers will have so developed and arranged these three
factors that they may be shown to exhibit a high degree of
"fit". Organizations that can be described as being poor
performers may be shown to exhibit a low degree of "fit".

A conceptual scheme of these proposed relationships
is illustrated in Figure 1. This figure portrays environ-
ment, climate and personality as independent variables,
their particular pattern of combination or mix as a process
or moderating variable and organizational performance,
individual performance and individual satisfaction as out-
puts or dependent variables in the mix process.

While more detailed discussion of the major elements
in the Mix Model is presented later in this and the follow-
ing chapter, a brief definition of these variables and a
synopsis of the general nature of their interaction as

suggested by the model is provided in this overview.
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INPUTS PROCESS OUTPUTS
(INDEPENDENT (DEPENDENT
VARIABLES) VARIABLES)
Environment Organizational
Performance
climate Organizational Individual
Fit Performance
(Mix) [
. Individual
Personality Satisfaction

Figure 1. Conceptual Schema of the Mix Model Process.

By environment is meant that composition of situa-
tional characteristics external to the organization which
could impinge upon its goal seeking activities. The criti-
cal dimension of environment in current contingency theory
is its stability-volatility characteristic, with particular
respect to technology and market57

The Mix Model treats climate as that composition of
situational characteristics internal to the organization
which might be related to the attainment of organizational
and member goals. The dimensions of climate, as perceived
individually by organizational members, examined in this study
are task and relationship orientations of immediate superiors,
role conflict, role ambiguity, organizational conformity and
organizational clarity.

The concept of personality as used in the Mix Model
can be defined as those attitudes and values which, concep-
tually, can (1) differentiate individuals, (2) influence

their behavior, and (3) can be described in terms of the values
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of particular sets of social and psychological phenomena.
Examples of some of the dimensions of personality are
authoritarianism, interpersonal orientation, ﬁolerance for
role conflict, tolerance for role ambiguity, need for inde-
pendence and need for achievement.

Justification for conceptualizing personality and
situational variables (climate and environment) as inter-
acting variables is rooted in a long history of recognition
by psychologists of the importance of both personality and
environmental variables in the explanation of behavior.

"The postulate that behavior is a function of the
interaction of organism and environment is widely
accepted and both its theoretical and practical
implications have been explored (Boston, 1961; Bruns-
wick, 1956; Cronbach, 1957; Murray, 1938)...
but there have been few attempts to develop multi-
variate definitions of environment, and fewer still
to study behavior as a function of the simultaneous
variation of situational factors." (Forehand and
Gilmer, 1964, p. 361).

Vroom (1960) also states:

"In both social and industrial psychology there
has been a general reluctance to deal with personal-
ity and environmental variables simultaneously.

As a result, while much is known about the separate
effects of the two types of variables, little is
known about the nature of their interaction. The
need for research directed at this type of problem
and for a theoretical framework capable of dealing
with both personality and environmental variables is,
however, widely recognized."

(p. 2).

Katz (1955) also pointed to the need for this type of
research.
"If social psychology has any unique subject mat-
ter, it may well lie in this neglected area of the

interaction effects of personality and social settings."
(p. 352).
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The theoretical foundations laid by Allport (1940,
1954, 1955, 1956) and Tannenbaum and Allport (1956) in terms
of event-structure theory, Hall (1971) in terms of a theoret-
ical model of career subidentity development, and Litwin and
Stringer (1968) in terms of motivation as moderated by the
interaction between needs for achievement, power and affilia-
tion and organizational climate, all have considerable
relevance to such research. In addition, the empirical
findings of Tannenbaum and Allport (1956), Vroom (1960),
Litwin and Stringer (1968), Morse and Lorsch (1970) and
Lyons (1971) indicate the fruitfulness of research in this
direction. However, a note of caution in drawing inferences
from the research on the need for participation in explaining
organizational phenomena or developing prescription for
structural design is introduced by Tosi (1970).

Tosi's study, which found, contrary to Vroom, that the
personality dimensions of authoritarianism and need for inde-
endence did not moderate the relationship betweeﬁ climate and
performance and satisfaction, could be interpreted as an argu-
ment for the Mix Model approach. Personality might be impor-
tant in some instances (Vroom, 1960) but not in others (Tosi,
1970).

Duncan (1972) has also urged future research to focus
on the interface between individual properties and organiza-
tional properties. In his view, most contingency theories

now tend to be one sided in that they focus on the environment



uriitle ¢

tiam By

“veavie 08

AT .y
-t C. a
:.‘ Sotaads

~vill8
~. _
O oners,

R RN




or task situation and ignore the important contingency
variable of differences among individuals. He claims it is
only by beginning to include personality characteristics
that the contingency approach can be developed more fully.

One of the basic notions expressed by the Mix Model
is that organizational performance is related to an inter-
action between environment and climate. The nature of this
interaction as suggested by such prior research as Lawrence
and Lorsch (1967) and Burns and Stalker (1961) holds that
thé climate of high performing firms in relatively stable
environments would be more bureaucratic or mechanistic than
low performing firms. Similarly, firms performing well in
volatile environments will be less bureaucratic and more
organic in their climate than low performing organizations.

A second notion suggested by the Mix Model is that
individual performance and satisfaction are also related to
the mix of environment, climate and personality. The parti-
cular relationships to be formulated and tested in this
study are presented later in this chapter following a more
extensive review of the literature. However, it should be
stated clearly at this point that this study represents only
a partial validation test of the Mix Model concept since
subjects in this study were drawn only from relatively stable
environments. Consequently, while the Mix Model considers
both stable and voiatile environments, and corollary

hypotheses to those formulated in this study are implied,
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10

only those relating to stable environmental settings were
tested in this research.

The following sections of this chapter present more
detailed discussion and review of the literature for each of

the major elements of the Mix Model.

Environment

The organization's external environment was defined by
Lawrence and Lorsch as the "technical and economic conditions
outside the firm." (1967 b, p. 15). The critical feature of
the environment is its stability--or looking at it from the
other direction, its volatility. The selection of environ-
ment as an exogenous variable in the model rests upon the con-
cept that the pattern of organization structure and administra-
tive strategy in part is influenced by the difficulty organi-
zations face in coping with environmental conditions which
impinge upon their goal seeking activities.

To the extent that the environment is unchanging, pre-
programmed decision-making processes permit the organization
to cope with little difficulty (Cyert and March, 1963). 1In
these circumstances a relatively high degree of differentiation
(division of labor) is permitted, with tasks becoming more
simplified and routinized. Integration of the specialized
sub-units can readily be effected via the formal organization's
hierarchical network of authority relationships. In such
stable conditions the bureaucratic model of organization can

be expected to be applicable (Perrow, 1967, p. 204).
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On the other hand, if the environment is characterized
by rapid change, unpredictable in its timing and direction
of changing conditions, the problem of coping is a much more
difficult one. If the attempt to more successfully cope with
this uncertainty, the decision-making locus and process is
likely to be markedly different than in the former case.
Highly structured decision-making machinery would not permit
decisions to be made quickly to meet the rapidly changing
conditions. Furthermore, the unanticipated nature of the
changes would render preprogrammed decisions useless, if not
dangerous, since they would not likely be cbnceived with the
resultant conditions adequately taken into consideration.
Consequently, the locus of decision making would be located
closer to the source of impact from a change in the environ-
ment. In addition, since decisions would be required to be
made quickly, there would be a need for relatively greater
integration in the organization so that the implications of
the changes and possible action alternatives could be inputs
to the decision making process.

In short, the organization structure and administrative
practices that could be expected to cope effectively with
highly uncertain conditions in the external environment are
likely to be quite different from what would be effective in
highly certain situations.

While there are innumerable dimensions of the external

environment which might be candidates for consideration in
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measuring environmental certainty, two offer particular
promise as being relevant to business organizations. The
environment in which a firm is operating can be thought of
as being comprised of (1) the markets in which it operates
and (2) the state\of technology which is used in its pro-
duction activities.

Figure 2 illustrates this two dimensional paradigm
of environmental conditions. In the diagram, the technology
and market dimensions have been dichotomized into stable and
dynamic levels of what might better be considered to be
continua of each dimension. Cell A represents that environ-
ment which is characterized by relatively stable technology
and market dimensions, while Cell D represents that environ-
ment which can be described as being dynamic in the rates of
change in both technology and markets. Similarly, Cells B
and C protray environments with a high degree of volatility
of technology and relatively stable markets and stable techno-

logy and volatile markets respectively.

TECHNOLOGY DIMENSION

Stable Dynamic

Stable A B
MARKET
DIMENSION

Dynamic C D

Figure 2. Environmental Paradigm.
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High performing firms in Cell A can be expected to be
operated quite differently from high performing firms in
Cells B, C, or D, according to the mix model. Research findings
such as those by Lawrence and Lorsch (1967 b) would tend to
support this conclusion. For instance, the container firms
studied by Lawrence and Lorsch would be examples of organiza-
tions in the relatively stable environment (Cell A) and the
plastics firms can be considered to be operating in Cell D
of Figure 3. It will be recalled they detected significant
differences in the high performing firms in these two environ-
mental settings. Furthermore, they indicated that low per-
forming organizations seemed to display a poorer "fit" between
the environmental demands and their patterns of internal dif-

ferentiation and integration.

Burns and Stalker (1961l) in their survey of 20 industri-
al organizations in the United Kingdom noted the differences in
internal organizational characteristics which were associated
with differences in the stability of the environment with
which the organizations were coping. Although they did not
reduce to measurement differences in either the rates of
technological or market changes or internal organizational
characteristics, they did recognize two distinct patterns of
organizational practice in the two environments.

"One system, to which we gave the name 'mechanis-
tic,' appeared to be appropriate to an enterprise
operating under relatively stable conditions. The

other, 'organic,' appeared to be required for condi-
tions of change." (Burns and Stalker, 1961; p.5).
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The certainty of the environment is apparently
intimately connected with the pattern of internal organiza-
tional administration in explaining differences in organiza-
tional performance.

Joan Woodward (1958) employing an ambitious research
strategy, found technological variables in the production
process an important factor, with high performing organiza-
tions having different patterns of organization structure
and administrative strategies in different technologies.
Similarities in managerial approaches between high performing
organizations using small batch and continuous production
technologies were seen to be related to the severity of con-
sequences arising out of unprogrammed changes in the pro-
duction throughput. Consequently, while the predictability
of future events in the process technologies is very high, the
contingent costs that would result from breakdowns call into
play a less structured managerial system not unlike that
found in the more unpredictable but less cost-critical tech-
nology of the small batch production systems. Large batch or
mass production industries were found to employ more traditional
patterns of organization and administration.

However, research by Hickson, Pugh and Phesey (1969)
indicates that the "technological imperative", i.e. that
technology is of primary importance to structure, is not
supported. In a study of 52 diverse work organizations

employing 250 or more in the Birmingham area in England,
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operation technology (the techniques used in the workflow
activities of a organization) was related only to those
variables immediately impinged on by the workflow. Under-
standably, the smaller the size of the organization, the
closer the administrative and hierarchical structure is to
the technology and consequently influenced by it. But in
larger organizations, the higher levels in the hierarchy
are insulated from the impingements of the technology and
consequently technology is not a significantly related
variable to that organizational characteristic.

While technology itself might be less important in
influencing structure than was earlier thought, the cer-
tainty associated with the technology nevertheless seéms to
be supported by both theoretical (Perrow, 1967) and empiri-
cal (Burns and Stalker, 1961; Woodward, 1958) evidence as a
variable of considerable importance and one which should be
given consideration.

The second dimension of environment (markets) has
been given less specific attention in the literature as an
independent variable related to organization structure and
administrative practices. Burns and Stalker treated envir-
onment as a composition of technological and market forces
as did Lawrence and Lorsch, both of which must be considered
bases from which this study was developed. Economists and
historians, however, have treated market conditions as an

exogenous variable with which business organizations must
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cope. Development economists have focused attention on the
importance of markets as institutions which take a prominent
place in the socio-economic infra-structure which is viewed
as a prerequisite to economic growth and the simultaneous
successful performance of business organizations.

Hence, business historians (Cochran, 1957; Chandler,
1962; Gras, 1939; Nevins, 1963) have noted changes which took
place over relatively long time spans in environmental condi-
tions and treated these as independent variables to which
successful firms were more proficient at adapting than less
-successful organizations.

The role of change in markets has been quite important
in these historical treatments. For example, to Gras and
Larson (1939), the metamorphosis from one stage of organiza-
tional development to another was primarily a function of the
external environment exhibiting its influence through market
forces. They saw the locus of business actually shifting from
the petty capitalist or peddler to the diversified sedentary
merchant to industrial capitalist and then to the financial
capitalist.

History also records the Ford example of the impor-
tance of coping with changing market forces for the success
of the firm. Nevins and Hill (1963, Vol. 3) relate how Ford
was unable to recognize changes in consumer tastes and demands
while Sloan at General Motors displayed this perceptiveness

with almost fatal consequences for the Ford organization.
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Chandler's institutional approach to the history of
business organization also cited the importance of markets
as well as the technological dimension of the environment.
The rates of change of these dimensions were seen by him to
be of vital importance to the successful performance of the
organization.

"As long as an enterprise belonged in an industry
whose markets, sources of raw materials, and pro-
duction processes remained relatively unchanged, few
entrepreneurial decisions had to be reached. 1In that
situation, such a weakness was not critical, but
where technology, markets, and sources of supply were
changing rapidly, the defects of structure become
more obvious"” (Chandler, p. 41).

To conclude this review of the implications that
environmental conditions have for the success of business
organizations, one common thread throughout organizational
environment literature should be recapitulated. Fairly
certain environments appear to permit, even demand, greater

degrees of organizational structure than do more dynamic

environmental conditions.

Climate
The second major variable in the Mix Model is Climate
(Organizational Internal Environment). Taguiri and Litwin
(1968) define climate as
"a relatively enduring quality of the internal environ-
ment of an organization that (a) is experienced by its
members, (b) influences their behavior, and (c) can

be described in terms of the values of a particular
set of characteristics of the organization" (p. 27).
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In the remainder of this report, the term "environment"
will refer to the external environment and the term "climate"
will be used to refer to the internal environment of an
organization.

The concept of climate as used here permits the
inclusion of a great variety of dimensions. The problem of
operationalizing the concept, however, requires the selection
of a few and rejection of many of the possible dimensions
that could be accommodated by the definition. 1In the final
analysis, however, the concept of climate rests on the con-
ceptions of the organization's internal environment that are
held by individuals in the organization.

The dimensions of climate that were employed in this
study were (1) perceived structure, (2) managerial style of

immediate superior, (3) role conflict and (4) role ambiguity.

Perceived Structure

Perceived structure is the pattern of organizational
relationships as perceived by its members. Meyer defines
structure as the degree of constraint on behavior by rules,
formal procedures, or policies. (Meyer, 1968) However, this
dimension was found to break out into two separate dimensions.
One, organization conformity, "appeared to tap the constrain-
ing and undesirable aspects of structure", while the other,
organizational clarity, "measured the desirable component of
structure; that is, the well-organized state that appears to

be necessary to accomplish significant goals" (p. 161). The
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proposition with respect to perceived structure can be
stated then as:
Proposition 1: The degree of organization conformity
in high performing organizations operating in stable
environments will be less than in low performing or-
ganizations in that environment.
Proposition 2: The degree of organization clarity
in high performing organizations operating in stable

environments will be greater than in low performing
organizations in that environment.

Managerial Style

Managerial style is the behavioral pattern of managers
in the execution of their managerial roles as perceived by
théir immediate subordinates. Two dimensions of these patterns
are considered. They are task and interpersonal or relation-
ship orientations. These dimensions have been discussed by
such writers as Blake and Mouton (1964), under concern for
production and concern for people; McGregor (1960) under Theory
X and Theory Y; Fleishman and Harris (1962), under structure
and consideration; Rossel (1970) under instrumental and expres-
sive, and White and Lippett (in Cartwright and Zander, 1948)
under autocratic and democratic management.

Previous research has demonstrated that these dimensions
of managerial style are not opposite ends of a single continuum,
but are two independent continua (Fleishman, Harris and Burtt,
1955, and Blake and Mouton, 1964).

Fitting this two dimensional concept of leadership
style into the mix model can be explained in terms of the

following proposition:
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Proposition 3: The managerial style in high per-
forming organizations in stable environments will
reveal relatively greater concern for (a) task
(structure) and for (b) people (consideration)
than low performing organizations in that environ-
ment.

Role Conflict and Ambiguity

The final dimension of organization climate to be
considered in the Mix Model is that which focuses on the
characteristics of the constituent roles in the organization.
This dimension can best be approached by employing the concept
that an organization is a system of interrelated roles. From
this stance, Katz and Kahn (1966) see role behavior in or-
ganizations as a "process of learning the expectations of
others, accepting them, and fulfilling them" (p. 172).

Role conflict occurs when the role incumbent perceives
himself to be the recipient of incompatible role expectations.
The intensity of role conflict is a function of (a) the rigor
with which role senders exert pressure on the actor (incum-
bent) to change his behavior, (b) the role diversity exper-
ienced by the actor, i.e. the number of other actors with whom
the focal person inter-acts in the course of executing his
role (Snoek, 1966; Cummings and El Salmi, 1970), and (c) the
personality characteristics, such as tolerance for role con-
flict, of the actor (Getzels and Guba, 1954, Kahn et al, 1964).

In addition to-role conflict being a characteristic
which can be 'used to measure organizational climate, another

measure og\the quality of role characteristics is the extent
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to which it displays role ambiguity.

Role ambiguity is that quality of a role which
results from the behavioral pattern of the role lacking
clarification or consensus among the occupants of similar
roles as to what their roles actually consist. That is, the
expected pattern of behavior for that role is not clearly
communicated to the incumbent or related actors.

Conditions vary among and within organizations which
significantly contribute to differential amounts of role
conflict and role ambiguity characterizing the overall organ-
izational and subunit climates. Kahn,et al., (1964 have
suggested three general conditions which contribute to these
conditions. They are (1) organizational complexity, (2)
rapid organizational change, and (3) managerial philosophies

and practices relating to the diffusion of information.

Organizational Complexity.=-- Additional support for

the contention of Kahn, et al. (1964) that organizational com-
plexity is related to role conflict and ambiguity is provided
by the empirical findings of Snoek (1966) and fhe theoretical
treatment of Merton (1957). Snoek investigated the relation-
ship between role conflict and diversity of role sets and
found them to be positively related. Role conflict was more
common in jobs requiring the individual to maintain a highly
diversified set of role relationships. Merton (1957) also
suggested that role diversity would lead to increased role

conflict and ambiguity, pointing out that "those in the role-
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set and especially those occupying disparate social statuses
may have differing expectations (moral and actuarial) of the
behavior of the status-occupant". (Merton, 1957, p. 380).
Closely associated with the organizational complexity/
conflict relationship is the concept that focuses on the
location of a position and its relationship with role charac-
teristics. Kahn,et al., (1964) found that the position of the
role in the organization was related to the degree of ob-
jective conflict to which the occupant of the role was

subjected.

"In general, positions contained deep within the
organizational structure were relatively conflict-
free; positions located near the skin or boundary
of the organization were likely to be conflict rid-
den; living near an intra-organizational boundary
revealed many of the same effects but to a lesser
degree"™ (Katz and Kahn, 1966, 192).

To the extent that roles located "deep within the
organization" have less role diversity than those which are
located "near the skin or boundary" one would expect the

former to exhibit less role conflict and ambiguity than the

latter.

Organizational Change,-- Lyons (1971) in his review

of some of the literature noted the suggestion of Kahn,et al,,
(1964) that role conflict and ambiguity tends to be increased
by organizational change in terms of: (1) growth which may
require reorganization; (2) technological changes which may
require changes in social structures, or at least in the way

work is performed (Rice, 1958, 1963; Emery and Trist, 1965;
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Trist and Banforth, 1951) and (3) frequent personnel changes
which produce ambiguities for the person transferred and also
for his associates.

Roles which demand innovative problem solving are also
characterized by objective conflict and subjective tension
(Katz énd Kahn, 1966, p. 192). 1In those situations actors
perceive the time requirements and effort expended on the
routine activities of administrative paperwork to be in
conflict with their "main purpose in performing the non-
routine activities.”

If organizational complexity and rapid organizational
change as defined here are more characteristic of firms
operating in dynamic environments than in stable environments,
one could pfopose that organizations operating in environ-
ments which are identifiable by their relatively dynamic
characteristics will have inherent in their roles greater
degrees of role conflict and ambiguity than those organizations
operating in an environment which is characterized by its high
degree of stability.

Furthermore, those subunits in the organization which
are most closely associated with the dynamic aspects of the
environment will display more role conflict and ambiguity
than those subunits which are less associated with the envir-
onment or more associated with a stable environment.

On the basis of the above review of the literature on
the relationship of role conflict and ambiguity with the

location of roles in an organization and with organizational
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change, a proposition can be formulated dealing with these
variables for firms in a stable environment.

In the context of the above literature review, for a
manufacturing firm in a relatively stable environment, the
production function would be located "deeper" in the organi-
zational structure than would the research function; and
this in turn would be further removed from the "skin" than
the roles identifiable with the marketing function. This
notion lends itself to expression in propositional form as
follows:

Proposition 4: 1In manufacturing firms operating in

a relatively stable environment, the degrees of role
conflict and role ambiguity perceived by occupants

of roles in marketing will be greater than the levels
perceived by those in research, and they in turn will
perceive greater levels than incumbents of roles in

production.,

Managerial Philosophies and Practices. -- Managerial

philosophies and practices constitute another family of
variables which are related to the degree of role conflict
and role ambiguity to be found in an organization (Kahn, et
al., 1964).

The rationale of the classical approach to organiza-
tion design has been to control out the variability inthe
individual-specific predispositions brought to the tasks and
replace them with highly prescribed behavior patterns. The
result of such a rigid climate would be to reduce role con-
flict and ambiguity.

Paloli (1967), in an experimental study, differentiated



wraanizatis
oraanizatie

181078 e

o0 pewer
[
JIeecon £«

Uizate

%o

o Relat;

N Ores. .
tyanj



25

organizations into "regulated" and "natural" types. Regulated
organizations were those which had a high degree of speciali-
zations among members, high concern for rules and regulations,
high amount of work pressure, a high number of formal work
levels, high clarity of goals, control based upon authority
and power rather than influence, and a low amount of individual
freedom for members. This profile approximates the rigid
climate which contingency theory suggests would be appropriate
under conditions of environmental stability, as is the case

of the firms in this study. The opposite characteristics
describe the profile of his "natural" organizations.

Paloli found that the low role diversity, as well as
the low rate of organizational change, and the task oriented
managerial approach in the regulated organizations tended to
reduce at least certain types of role conflict and role am-
biguity. This is consistent with the contingency view of high
performing organizations operating in relatively stable en-
vironments.

This can be expressed propositionally as:
Proposition 5: In relatively stable environments,
the levels of role conflict and role ambiguity will

be lower in high performing organizations than in
low performing organizations.

The Relationship Between Climate
and Organizational and Member Goals

There is considerable evidence that the climate, or
internal environment, differs among organizations. Further-

more, what appears to be emerging from contingency theory
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literature is that these climates may be differing not because
they are necessarily held to be of unequal valence as ends

in themselves, but because their instrumentalities in at-
taining commonly accepted goals or outcomes are perceived to
be moderated by environmental conditions.

Organizational maintenance and growth requires task ac-
complishment. Also, stress levels must be at least as low as
members' acceptable levels in order to maintain their member-
ship. Treating these as necessary conditions for the attain-
ment of organizational and member goals, attention will now
be directed at the relationships between these and the climate
dimensions employed in this study.

According to Fleishman, et al. (1955) and Blake and
Mouton (1964), organizational performance will be enhanced
under a leadership style with both high Task and Relationship
Orientations. While individual stress will likely be reduced
by the support provided by a relationship oriented superior
(assuming adequate competence of the superior) (House, 1971),
the effect of Task Orientation on the subordinate's perceived
stress is less obvious. If he sees the superior's Task
Orientation as being instrumental in attaining personal need
satisfaction, it will be seen as an assistance in avoiding
stress. On the other hand, if Task Orientation is not seen as
being instrumental in obtaining satisfaction of his needs, it
will likely be viewed as stressful (House, 1971). The net

effect on stress of high Task Orientation by a superior, then,
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cannot be specified without knowing its instrumentality as
perceived by the subordinate.

Organizational Clarity would be helpful in uniting ef-
forts in seeking accomplishment of commonly held tasks or
objectives and in reducing uncertainty and thereby stress on
the part of the individual.

Organizational Conformity, is defined operationally as a
source of frustration and stress to organizational members.

From such findings as those of Kahn, et al., (1964) and
Paloli (1967), role conflict and ambiguity appear to be dys-
functional to organizational performance and serve to increase
stress for organizational members.

The hypothesized relationships between these climate di-
mensions and two independend variables, organizational task
accomplishment and members' perceived stress, are summarized in
Table 1.

TABLE 1

A PRIORI RELATIONSHIPS BETWEEN CLIMATE DIMENSIONS AND
ORGANIZATIONAL TASK ACCOMPLISHMENT AND PERCEIVED STRESS

Climate Dimension Organizational| Members' Perceived
Task Stress
Accomplishment

Managerial Style of Superior

- Task Orientation + Unspecifiable

- Relationship Orientation + -
Perceived Structure

- Organizational Clarity + -

- Organizational Conformity - +

Role Characteristics
- Role Conflict - +
- Role Ambiguity - +
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Two points should be emphasized from the above dis-
cussion. First, there is no evidence to suggest that differ-
ences in organizational environment moderate the underlying
relationships between these climate dimensions and organiza-
tional performance and individual stress. Second, the means
by which firms in stable and volatile environments attain the
desired levels of these climate dimensions will vary. Firms in
the first instance will rely much more on formal rules and
regulations, job descriptions, position power, etc., i.e.,
rigid or mechanistic approaches. Organizations in dynamic
settings will more likely rely on individuals clarifying the
structure and role relationships, etc., through more personal
interaction, i.e., flexible or organic approaches.

The difficulties in attaining desired states for each
of these climate dimensions are likely to be greater for firms
operatiﬁg in dynamic, uncertain environments than for those in
stable settings. This suggests that firms in stable environ-
ments would ;ttain more desirable levels of these dimensions
than those in dynamic environments. However, that is not a
question which can be examined in this study.

By combining scores on the dimensions of climate, the
internal environment can be depicted in terms of a continuum
of stress running from a climate that is relatively stress-
free to one which is relatively stressful.

Using the contingency approach, it would be anticipated

that organizations will employ that approach to organizational
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design and administrative practice which will be instrumental

in their specific environments in avoiding stress and attain-
ing organizational maintenance and growth. Figure 3 illustrates
the contingency notion that the approach to design and admin-
istration that will be instrumental in attaining the desired

end (low stress and high performance) is the rigid or mechan-
istic approach in stable environments and the flexible or
organic one in dynamic settings. Stress is generated when the

approach and environment are not congruent.

Rigid Stress: Low Stress: High
APPROACH TO (Mechanistic) |[Performance: High Performance: Low

DESIGN AND

ADMINISTRATION Flexible Stress: ngh Stress: Low “
(Organic) Performance: Low Performance: High
Stable Dynamic
ENVIRONMENT

Fig. 3. Relationship between Approach to Design and Administration
and Environment with Stress and Organization Performance

It is notable from Figure 3 that stressfree climates
are shown to be associated with an appropriate fit between the
rigidity or flexibility of the design and administrative prac-
tice on the one hand and the stability characteristic of the
environment on the other. That is, a stressfree climate can

result from a rigid design and administrative arrangement in



wnittie

rrimaow

Tinzer

.

srrpayi.
SII0KLT

‘b‘u' as u(



30

conjuction with a stable environment, or a more flexible
arrangement where the environment is dynamic.

From Table 1 and the above discussions there emerges
the notion that high performance firms should more closely
approximate the desired levels of the climate dimensions
( those that are associated with low stress) than the low
performing firms. This can be expressed propositionally as:

Proposition 6: For organizations operating in stable

environments, the climates in high performing firms
will be more stressfree than in low performing firms.

Summary of Organizational Climate Dimensions

Organizational climate is defined as that relatively
enduring quality of the internal environment of an organiza-
tion. While many dimensions of climate can be suggested, the
Mix Model as developed here, considered perceptions of (1)
task orientation, (2) relationship orientation, (3) organiza-
tional clarity, (4) organizational conformity, (5) role con-
flict, and (6) role ambiguity. This multidimensional concept
of climate was also transformed to a single dimension which
treats climate as a continuum ranging from low stress to high

stress as perceived by individual members.

PERSONALITY
The third major variable in the Mix Model is Personal-
ity (or Individual Characteristics). The concept of personal-
ity as used in the Mix Model was defined above as that pattern

of individual attitudes and needs which, conceptually, can
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(1) differentiate individuals, (2) influence their behavior,
and (3) be described in terms of the values of particular
sets of social and psychological phenomena.

For the purposes of the Mix Model as it is concep-
tualized at this stage, dimensions of personality include (i)
authoritarianism, (ii) interpersonal orientation, (iii) toler-
ance for role conflict, (iv) tolerance for role ambiguity,

(v) need for independence, and (vi) need for achievement.

Authoritarianism

This refers to the tendency of the individual "to
glorify, to be subservient to and remain uncritical toward
authoritative figures of the ingroup and to take an attitude
of punishing outgroup figures in the name of some moral author-

ity." (Adorno, et al., 1950, p. 228).

Interpersonal Orientation

This dimension of personality focuses upon the criteria
which individuals feel are important in their relationships
with others. Basically, the concept being employed here is
that interpersonal relationships can be viewed as an activity
which is either (a) an end in itself, or (b) a means to an
end. Individuals who look upon social interaction as an end
in itself can be described as relationship oriented. Those
who look upon such interaction as a means to an end can be

considered to be goal or task oriented.
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Tolerance for Role Conflict

This dimension is defined as the degree to which an
individual's attitude toward the presence of role conflict
in his job is one of tolerance. One's tolerance of role con-
flict is taken to be indicative of his ability to cope with

such conflict in his job situation.

Tolerance for Role Ambiguity
This dimension of personality is defined as that
tendency of an individual to be tolerant in his attitude to-

ward the presence of role ambiguity in his job situation.

Need for Independence

This personality characteristic can be defined as
that tendency of an individual to prefer self-directed activity
rather than having his activity initiated and directed by
others. This need is made manifest in a pattern of behavior
and feelings which demonstrate the subject's desire to main-

tain his own autonomy.

Need for Achievement

The need for achievement is the degree to which an
individual is motivated to attain high levels of performance.
Manifestations of achievement motivation include (a) high
aspiration level in so far as it does not reach beyond one's
capacities, (b) preference for high probabilities when the
outcome of an action is highly determined by chance, (c) strong

striving for upward mobility, (d) great persistence when
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confronted by a task of intermediate difficulty, (e) strong
tendency to resume a task when interrupted, (f) dynamic time
perception, (g) future oriented time perspective, (h) choice
of task partner primarily influenced by competence of the
other, (i) a seeking of recognition by performing well, and
(j) a desire to perform well. (Hermans, 1970, pp. 354-5).
There is considerable evidence in the literature to
support the notion expressed in the Mix Model that some per-
sonality characteristics lend themselves to differing levels
of satisfaction and performance in various organizational
climates. Passing metion was made above in the general over-
view of the Mix Model to some of this literature. More detailed
examination of the literature is warranted in this section.
Tannenbaum and Allport found evidence to support the

hypothesis that "a greater proportion of those relatively
'suited' to the program in which they were placed will be more
favorable (or less unfavorable) to their program than will be
the case for those who are 'unsuited' to their program."
(1956, p. 277).

"General support was found for the hypothesis. The

attitude of favor or disfavor, developed by workers

in a large business organization to two experimental

programs with contrasting patterns of allocating aut-

hority appears to be a function, as was predicted, of

the interaction between the personality structure of

the individual and the structure of the work-program

in which he is operating. Those individuals, who by

their trend-structure...are 'suited' to the program

they are in, tend to feel a greater satisfaction with

it...then do those whose trend structures are 'un
suited' to their program (1956, p. 280).
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Unfortunately no measure of performance effective-
ness was used in Tannenbaum and Allport's research and conse-
quently the relationship between the mix of personality and
climate factor and performance was not revealed.

Hall (1971) developed a theoretical model which con-
ceptualizes the relationship between one's career work role
(defined as a position or status in social space and a concom-
itant set of expectations of the incumbent) and his ideal
identity (the individual's perception of his ideal self).

He suggests that career satisfaction is a function of the degree
of congruence between career role and career subidentity (that
subset of ideal identity which relates to vocational activi-
ties). The concept of congruency between role and identity is
used to discuss outcoﬁes in terms of satisfaction and mental
health (concerns which were also discussed by Argyris, 1964)

but again there is no attempt to examine performance as an
outcome variable.

Litwin and Stringer (1968) present some suggestive
evidence of relationships between several dimensions of climate
and aroused motivation in terms of needs for power, affiliation
and achievement. For example, they suggest the work of Lewin,
Lippitt, and White (1939), Litwin (1966) and Ciarlo (1961)
provide some evidence to support the hypothesis that situational
structure tends to reduce the level of aroused achievement
motivation. In addition, they argue that 'formality and social
distance will tend to increase as the hierarchy of work rules

becomes more explicit. This tendency (although necessary to
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maintain the integrity of the structure) reduces the salience
of close, affiliative relationships" (p. 48).

Finally, with respect to the need for power and its
relationships with the structure dimension of climate, Litwin
and Stringer draw on the work of Verhoff (1955) and Uleman
(1966) to suggest that "in situations where there is a hier-
archy of status and authority, and where there are cues that

suggest competition for recognition and status. . ., n-Power

will be aroused and power-related behavior will be generated"
(p. 48).

Morse and Lorsch (1970) extend the approach used by
Lawrence and Lorsch (1967b) who examined the effects of external
environment on organizational design and administrative
strategies. They found high performing organizations were
staffed with managers exhibiting higher sense of competence
motivation. This was a major step in wedding the external
environment, external organizational climate and personality
characteristics into a meaningful mix which tenéed to explain

differences in overall organization effectiveness. However,
sense of competence could be alternatively explained as de-

pendent upon organizational effectiveness rather than their
suggested hypothesis that it is vice-versa. Unfortunately,
the nature of static correlational studies always is such as
to render them unable to detect casual relationships. Never-
theless, the findings of Lawrence and Lorsch and Morse and
Lorsch provide further encouragement for studies examining

environmental, climate, and personality variables simultaneously.
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In addition to the findings of Morse and Lorsch,
Lawrence and Lorsch (1967b) were led to speculate that mana-
gers in the high performing firms in the dynamic and stable
environments

had somewhat different personality needs. Those in
the plastics organization seemed to prefer more in-
dependence and had greater tolerance for ambiguity,
while those in the container company were perhaps
better satisfied with greater dependence upon author-
ity and were more bothered by ambiguity....while we
have no way to confirm this speculation, it does
raise again the importance of the point made earlier,
that the organization must fit not only the demands
of the environment, but also the needs of its
members. (1967b, p. 155).

The contingency theory and prior research reviewed
above suggests that there are individual characteristics that
would lend themselves to superior performance and that these
characteristics would be systematically related to different
levels of performance as the environmental situational vari-
ables changed.

In particular, where the environment is stable, the Mix
Model suggests individual performance and satisfaction will
be greater as the subjects’ personalities are more (a) authori-
tarian (Sanford, 1950), (b) task oriented in their interpersonal
relations (Fiedler, 1967; Lawrence and Lorsch, 1967), (c) in-
tolerant of role conflict and (d) role ambiguity (Lawrence
and Lorsch, 1967; Lyons, 1971), and (e) dependent (Lawrence
and Lorsch, 1967; Trow, 1957). This pattern of individual

characteristics defines what will be called Type X individuals.

Finally, (f) individual performance and satisfaction are
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expected not to be inversely related to need for achieve-
ment in these mechanistic organizations (Hermans, 1970).

On the other hand, where the environment is dynamic
the Mix Model suggests individual performance and satisfaction
will be greater as the subjects' personalities are less aut-
horitarian, more relationship oriented, tolerant of role
conflict and role ambiguity, independent and characterized
by high need for achievement. This pattern of personality
characteristics defines what will be called Type Y individuals.

Since this study is restricted to firms in a stable
environment only the relationships between individual per-
formance and personality characteristics of individuals
working in, what are expected to be, relatively mechanistic
organizations can be examined. These proposed relationships
can be stated propositionally as

Proposition 7: High performing individuals working
in a stable environment will

a. be more authoritarian

b. be more task oriented

c. be less tolerant of role conflict

d. be less tolerant of role ambiguity

e. have greater needs for independence

f. have an equal or greater needs for achievement

than low performing individuals in the same environ-
ment.

Summary of Personality Dimensions

Personality was defined as that pattern of . individual
attitudes and needs which, conceptually, can differentiate
individuals, influence their behavior, and can be described in
terms of the values of particular sets of social and psycholo-

gical phenomena.
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A review of the relationships of these variables to
environmental conditions as conceptualized by the Mix Model
and supported by prior research and theory was presented.

The a priori characteristics of individuals particularly well

suited to work in stable environments were formulated.

Organizational Performance

For the purpose of this study organizational perform-
ance was defined as the average annual rate of return of total
earnings before interest depreciation and taxes (EBIDT) on
total assets for the ten years ending 1960-1969. Since the
study required a high performing and a low performing firm in
the same industry, firms could be designated as high or low
performing as their rates of return were above or below the

industry average for the same time period.

Individual Performance

Individual performance is the degree to which an
individual attains a given standard of goal achievement.
Unhappily, the wide variety of tasks that are involved in
managerial jobs makes it extremely difficult to develop a
uniform standard of performance that is applicable to all jobs.
The difficulties of appraising managerial performance is in
itself a major field of study.

In this study, where the subjects ranged in function,
position level and company, individual performance was opera-

tionally defined as high if the subject was an above average
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performer and low if his performance was average or below

average in the judgement of the company officer responsible
for personnel appraisal.

Satisfaction
Satisfaction in the Mix Model is defined as the grati-

fication of a need or the provision of pleasure or contentment

with respect to the quality of the work situation.
Drawing on the work of Smith,et al. (1969), Maslow (1954),

and Porter and Lawler (1968), the Mix Model variable, satisfac-

tion, is viewed as a multivariate phenomenon composed of eleven

These are satisfaction with (1) job, (2) firm,

dimensions.
(6) co-workers, and

(3) career progress, (4) pay, (5) superior,
satisfaction of the need for (7) security, (8) affiliation,

(9) autonomy, (10) esteem, and (11) self-actualization.

The Relationships Between Environment, Climate,
Personality, Performance, and Satisfaction

Having discussed the nature of each of the variables of
the Mix Model and reviewed some of the more relevant litera-
ture dealing with the behavior of some of the pairs of these
variables, attention will now be turned to explicating the

nature of probable interaction effects of (1) environment,

climate and individual performance, and (2) environment, climate

and satisfaction.
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The Relationships Between Environment,
Climate, Personality, and Performance

The contingency theory of organization which developed
out of the work of Woodward (1958), Burns and Stalker (1961),
Lawrence and Lorsch (1967) and others has suggested that organi-
zational performance is contingent upon the fit between the
organizational climate and environment. Specifically, organi-
zations operating in relatively stable environments which are
rigidly designed and administered tend to be higher performing
organizations than those which are more flexible. And con-
versely, organizations operating in relatively dynamic envi-
ronments which are more flexibly designed and administered tend
to be higher performers than those which are more rigid.

Furthermore, while performance is frequently viewed as
a multiplicative function of ability and motivation (Vroom,
1964, p. 198), the whole concept of classical organization
theory is based upon the notion that performance can be con-
trolled by short circuiting the motivation variable. Conse-
quently high structure, precise job description and task re-
quirements in conjuction with task independence and close task
oriented supervision are employed to assure at least minimally
acceptable levels of performance regardless of individual dif-
ferences in motivation affected by personality characteristics
and their resultant differential patterns of need and perception.

In short, the differences in individual performance in
mechanistic firms are minimized by the structural character-

istics of the task situation. Organization performance, and
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by reduction, individual performance in stable environmental
settings is more a function then of the fit between climate
and environment than it is between personality and climate.
Stated in propositional form this implies:

Proposition 8: For individuals working in stressfree

climates 1in stable environments, high performers will
approximate Type X's more than will low performers.

Proposition 9: For individuals working in stressful
climates 1in stable environments, high performers will
approximate Type X's more than will low performers.

Proposition 10: For organizations operating in stable
environments, the performance of individuals in stress-
free climates will be greater than the performance of
individuals in stressful climates.

The Relationships Between Environment,
Climate, Personality and Satisfaction

The literature focusing on job satisfaction has usu-
ally attempted to explain differences in job satisfaction or
morale to be a function of the nature of the job situations
in which individuals operate. The work role variables most
frequently considered are (1) supervision, (2) the work group,
(3) job content, (4) wages, (5) promotional opportunities, and
(6) the physical conditions of the work situation.

The Mix Model breaks with this traditional approach in
that it also considers the moderating influence of individual
differences in attitudes‘and needs in the relationship between
these climate variables and satisfaction.

The underlying rationale for hypothesizing the parti-
cular interaction effects that will be developed from the Mix
Model is grounded in the psychological principle that satisfac-

tion is a function of the intensity of a need and the degree
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to which the drive for that need is able to be reduced by the
means available from the surrounding environment. Shaffer
formalized this by hypothesizing thét:
"Overall job satisfaction will vary directly with the
extent to which those needs of an individual which
can be satisfied are actually satisfied, the stronger
the need, the more closely will job satisfaction de-
pend upon its fulfillment (1953, p. 3).

It will be recalled that stressfree climates in stable
environments were anticipated to have high sﬁructure and task
orientation as well as low role conflict and ambiguity, and
also that Type X individuals have high needs for structure
and task orientation, and low tolerance for role conflict
and ambiguity. Furthermore, it will be recalled that organic
organizations in stable environments, and their resulting
stressful climates, and Type Y personalities will have char-
acteristics at the opposite ends of the climate and persona-
lity continua.

Based upon the earlier review of the literature and
the ensuing discussion of the Mix Model concept, the following
propositions can be stated in the context of a stable envir-
onment:

Proposition 11: Personality Type X's will be more
satisfied (or less dissatisfied) in stressfree cli-
mates than Type Y individuals.

Proposition 12: Personality Type Y's will be more
satisfied (or less dissatisfied) in stressful cli-
mates than Type X individuals.

Proposition 13: Personality Type X's will be more
satisfied (or less dissatisfied) in stressfree than

in stressful climates.
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Research Objectives and Hypotheses

The pbjectives of this research were to (1) provide
additional empirical evidence on the relationship between
climate and firm performance for firms operating in relatively
stable environments, and (2) to test the validity of the Mix
Model as it extends the contingency approach to organizations
to include the personality dimension of its members along
with environment and climate in explaining organizational per-
formance and individual performance and satisfaction. .

The following general notions, based upon the pro-
position developed above, were tested in this study.

1. Managers' perceived climate will be related to firm
performance, individual performance and own work role.
(See propositions 1 through 6 and 10 above).

2. Managers' personality characteristics will be related
to firm performance, individual performance, own work
role, and perceived climate. (See propositions 7, 8, 9,
above) .

3. Managers' satisfaction will be related to firm perform-
ance, individual performance, own work role, perceived
climate, and personality. (See propositions 11 through

13 above).

Chapter Summary

The objective of this chapter was to review the develop-
ment of the contingency approach to organization theory and

describe the Mix Model concept upon which this research project
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has been based. The rationale for the selection of variables,
the dimensions of those variables and the anticipated inter-
actions of the input variables in relation to the levels of
firm and individual performance and satisfaction was also
developed.

In addition to indicating the rationale upon which this
research has been undertaken, it is hoped that the theoretical
development of the Mix Model as formulated in this chapter
will be a contribution to the body of theory of organizational
behavior tying together the major concepts of environment,
climate, personality, performance and satisfaction.

The following chapter will describe the methodology
employed in the study, with particular reference to the selec-
tion of a research design, organizations for study, question-

naire design and scoring procedure, and analytical techniques.
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CHAPTER 1II
METHODOLOGY

Introduction

The purpose of this chapter is to describe the method-
ology employed in the study. There are five rather distin-
guishable stages. They are (1) the selection of an industry
and firms representative of the population of interest, (2)
the selection and design of measurement instruments, (3) the
evaluation of these instruments and final scale construction
based upon data obtained in the study, (4) the selection of
a research design, and (5) the choice of statistical techni-
ques for data analyses.

Since the evaluation of instruments involves discussion
of data collected in this study, discussion of stages (2) and
(3) is deferred to the following chapter. A description of the

remaining three stages is presented in this chapter.

Selection of Industry, Firm and Subjects

Since the study was to focus on firms in a stable envi-
ronment, some method had to be devised to determine what indus-
tries were stable and what were dynamic. Furthermore, it was
important to keep the two firms selected as closely matched in
terms of technology, markets, size, etc., as possible, while at
the same time differing on the basis of overall organizational

performance.

45
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Measuring Industrial Environment
and Company Performance

The selection of an industry and companies, then, pre-
sented two preliminary problems: (1) the identification of
stable industrial environments and (2) the assessment of over-
all organizational performance of firms in the population of
interest.

As a point of departure, a list of Michigan firms em-
ploying 1000 or more employees was compiled from the Directory
of Michigan Manufacturers. The restriction to firms of that
size was designed to eliminate organizations which would not
likely have sizeable managerial staffs in each of the three
functional areas of interest. Restriction to firms in Michigan
was made in recognition of the constraints on the area within
which travel by the researcher would be feasible, since it was
anticipated that discussion with company officials would be
required to explain the nature of the study in the course of
soliciting their cooperation in the project as well as obtain-
ing their evaluation of the nature of the environment in which
their firms were operating.

For the purpose of measuring environmental stability
and organizational performance, data were drawn from the Com-
pustat Data Tapes available from the Computer Tape Library at
Michigan State University. These tapes include names and
financial data for some 900 companies for the twenty years

1959-1969.

The next step involved selecting for further study all
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those firms on the Compustat Tape that were in the same indus-
tries as those firms included in the earlier listing of
Michigan companies. Having selected such firms, analyses were

made with respect to both stability or volatility of the indus-

try as a whole and the performance of those Michigan firms

vis-a-vis other firms in the industry (as defined by the classi-
fication of firms employed in the Compustat Tape).

In this fashion, industries could be ranked in terms
of stability and firms could be ranked in terms of their per-
formance. From these analyses, firms and industries which
met the requirements of the study were identified and contacts

made to elicit participation.

Measuring Industry Stability-Volatility

The measure employed to describe the stability-volatil-
ity dimensions of the environment of an industry was the aver-
age of the coefficients of variation of EBIDT of the firms in
the industry over the years 1960-1969 inclusive. The ration-
ale for using volatility of EBIDT as an index of the stability
of the environment is quite straightforward. Since a stable
environment has been defined as one where the certainty of
information and predictability of market and technological
change is high, énd the rates of change in these areas are low,
the difficulty in coping with such an environment would be
relatively easy. Such ease in coping with the environment

could be expected to be revealed in relatively small deviations
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from the mean EBIDT for companies in that environmental
situation,

On the other hand, if the market dimension is rela-
tively dynamic, perhaps as a result of rapid changes in
consumer tastes, of changing prices of substitute or compli-
mentary goods, etc., or if the technology used in the industry
changes rapidly and unpredictably, the problem of coping with
the environment would be considerably more difficult. The
degree of difficulty would be reflected in greater deviations
from the mean EBIDT for companies in that environment.

It is to be noted, however, that the variance of EBIDT
is also effected by the ability of the management of the or-
ganization to cope effectively with the environment. Conse-
quently, a low variance might also be indicating a relatively
high level of ability of the management to cope with the
environment and not just of uncertainty in the environment. The
converse might also be true. However, assuming managerial
ability to be normally distributed between organizations and
industriés, as long as the numbers of firms and industries are
relatively large, the measure of volatility would not be
greatly affected by the differences in managerial ability to

cope with uncertainty.

Industrial Environment for Selected Industries

The ranking of selected industries in decreasing order
or volatility, as well as the number of firms in each industry,

and the industry weighted AROI are shown in Table 2.
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TABLE 2

SELECTED INDUSTRIES IN DECREASING ORDER OF VOLATILITY
OF EARNINGS, AVERAGE RETURN ON INVESTMENT, AND NUMBER
OF FIRMS IN INDUSTRY SAMPLE, 1960-1969

Rank Industry Industry Volatilitya AROIb N°
Number Name of Earnings
1 3670 Electronics .599 15.68 19
2 3721 Aerospace .557 17.72 16
3 3570 Office & Business Equip. .503 31.79 12
4 2899 Chemical & Chem. Prepara- )
tions .463 16.86 13
5 2844 Cosmetics .452 29.25 11
6 2050 Food - Bread & Cakes .392 12.99 5
7 2830 Drugs .379 27.28 25
8 2010 Food - Meat Packers .366 10.70 7
9 3714 AUTO PARTS & ACCES-
SORIES .322 19.11 18
10 2020 Food - Dairy Products .306 17.51 6
11 3220 Metal & Glass Containers .291 16.06 6
12 2650 Paper Containers .287 15.34 8
13 3000 Tire & Rubber .274 15.24 12
14 2800 Chemicals .258 20.83 33
15 2052 Food - Biscuit Bakers .219 19.03 5
16 2070 Confectionary .181 28.79 5
Source: The data presented in Table 2 were computed from raw

data on the Compustat Data Tape, 1970 edition, Com-
putor Services Library, Michigan State University.

aVolatility is measured by the weighted average coefficient of
earnings before interest, depreciation, and taxes for each
firm in an industry, weightings being the firm's share of
industry sales over the 10 year period.

bAverage Return on Investment is measured by the weighted aver-
age of (EBIDT/Total Assets) x 100 for each firm in an industry
weighting being the firm's share of industry sales over the 10
year period.

°N represents the number of firms in the industry sample.
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To determine the significance of indicated differences
in volatility of environments, industries were first ranked
from highest to lowest volatility of EBIDT as in Table 2.
Recognizing the possible non-normality of distributions of
coefficients of variation and other assumptions with respect
to variances that are required.of parametric tests, the dif-
ferences between each pair of industries were tested by using
the one-tailed Kolmogorov-Smirnov Two-Sample Test, a non-para-
metric test requiring only ordinal data. Eleven class inter-
vals along the continuum of earnings volatility were used.
Table 3 summarizes the results of this test. As is evident,
differences between many pairs of industries were highly
significant.

It is notable that the auto-parts and accessories
industry was shown to be significantly less dynamic than the
office and business equipment, aerospace, and electronics
industries. Furthermore, it was not significantly more dynamic
than metal containers, an industry considered by Lawrence and
Lorsch (1967) to be relatively stable.

The auto-parts and accessories industry was selected
for its relatively stable environment. Further analyses were
made then to select two firms from within this industry, one

high performing firm and one relatively low performing firm.

Measuring Company Performance

The measure used to evaluate a company's rate of return
was the average rate of return on investment (AROI) over the

ten years, 1960-1969 inclusive. In order to minimize variance
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due to differences in depreciation write-off policies and

capital structure between firms and over time, the ratio of

earnings before interest depreciation and taxes (EBIDT) to

total assets was used to compute AROI. Each company's AROI

was weighted by that company's importance to the industry (as

measured by its percentage of industry sales for the ten

years) in order to arrive at an industry AROI. A firm was ¥T
defined as being a high performer if its AROI Was greater than
the industry AROI and a low performer if its AROI was less
than the industry AROI of 19.11%. The high performing firm's
AROI was 24.36% compared to the low performing firm's average

return on investment of 8.15%.

Selection of Subjects

The executive responsible for the personnel function in
each of the firms developed a sample of managers across
hierarchical levels, the roles of production, research and
marketing, and individual performance ratings.

These subjects were mailed a copy of the research ques-
tionnaire (Appendix I) and a covering letter from the director
of personnel and a stamped self-addressed return envelope.
Subjects were assured that their identity could not be detected
by their responses. While individual subjects could not be
identified, the questionnaires were coded to distinguish
responses returned by high and low performers.

Since the identity of respondents could not be determined,
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no attempt was made to follow up on those who did not respond
to the first mailing.

The numbers of questionnaires distributed and returned
by company, functional role and performance level and rates of
return are illustrated in Table 4. The overall rate of use-
able returns was 57.8%, with a range across categories from
50% to 80%. In view of the fact that no follow up mailing was
made, the level and pattern of response was considered

satisfactory.

TABLE 4

NUMBERS OF QUESTIONNAIRES DISTRIBUTED AND RETURNED
BY FIRM, FUNCTION AND PERFORMANCE LEVEL

5] a)
8] %]
Z o
Z g:—l D (]
@) %) m %) w0 WSRO
= b H E -1z O»JE
] £ o m 4 é M o ()
E 3] By A B ) < D ® g D
2 2 2| B5| 85 | 583
[ [ [ Q BE S & é:ﬁ
L Production High 20 11 11 55.0%
L Production Low 20 12 12 60.0
L Research High 15 10 10 66.6
L Research Low 15 8 8 53.3
L Marketing High 17 11 11 64.7
L Marketing Low 18 ‘10 10 55.5
Total Firm L 105 62 62 59.0%
H Production High 20 10 10 50.0%
H Production Low 20 10 10 50.0
H Research High 20 11 11 55.0
H Research Low 20 12 11 55.0
H Marketing High 20 11 11 55.0
H Marketing Low 20 16 16 80.0
Total Firm H ' 120 69 68 56.6%
GRAND TOTAL 225 131 130 57.8%

3pirm L was a relatively low performing organization.
Firm H was a relatively high performing organization.
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Selection of Research Designs

In order to examine the relationships between personal-
ity, climate, satisfaction and individual performance as well
as role and company performance, three factorial designs were

employed. Each of these designs is described below,

Design 1l: Firm x Role x Individual Performance

The design employed to test the main and interaction
effects of firm, role and individual performance on (a) cli-
mate, (b) satisfaction, and (c) personality was a 3 x 2 x 2
factorial design. In this design three levels of role, two
levels of firm performance, and two levels of individual per-
formance were treated as factors and climate, satisfaction
and personality scores were treated successively as dependent
variables., A schematic presentation of this design appears

in Figure 4.

Production
ROLE Research
Marketing

Low High
INDIVIDUAL PERFORMANCE

Figure 4. Schema of Research Design 1l: 3 x 2 x 2 Factorial
Design with Dependent Variables (a) Climate, (b)
Satisfaction, and (c) Personality.
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Design 2: Role x Climate x Individual Performance

The design - used to test the main and interaction effects
of role, climate and individual performance on (a) satisfaction
and (b) personality was a 3 x 2 x 2 factorial design. In this
design, three levels of role, two levels of climate, and two
levels of individual performance comprised the factors and
satisfaction and personality were each treated as dependent

variables. A diagram of this design appears in Figure 5.

Production

ROLE Research

Marketing

Low High
INDIVIDUAL PERFORMANCE

Figure 5. Schema of Research Design 2: 3 x 2 x 2 Factorial
Design with Dependent Variables (a) Satisfaction
and (b) Personality.

Design 3: Role x Climate x Personality

The design used to test the main and interaction effects
of role, climate and personality on (a) individual performance
and (b) satisfaction was a 3 x 2 x 2 factorial design also. 1In

this design, three levels of role, two levels of climate and
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two levels of personality were treated as factors and satis-
faction and individual performance were treated as the depend-

ent variables. A diagram of this design appears in Figure 6.

Production
ROLE Research
Marketing

Type X Type Y
PERSONALITY

Figure 6. Schema of Research Design 3: 3 x 2 x 2 Factorial
Design with Dependent Variables (a) Individual

Performance and (b) Satisfaction.

Statistical Techniques for Data Analysis

The approach used to analyze the data can be described

as a four stage process. These stages involved (1) determina-

tion of inter-item correlations for scales measuring each of

the climate personality and satisfaction variables, (2) deter-

mination of internal scale reliabilities, (3) analyses of
variance for the three research designs, and (4) where analy-
ses of variance indicated significant effects, analyses of

differences among means to determine the nature of the effects,

using the Tukey test, were conducted.
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Since scale construction is the topic of the next
chapter, discussion of the first two stages will be deferred
to that section. A brief description of the techniques of
analysis of variance and the analysis of differences among

means is provided in this section.

Analysis of Variance

ﬂl

Analysis of variance is a statistical technique which
permits differences between means to be partitioned in such A
a way that sources of the variance can be identified. For a
completely randomized design, the total sum of squares can be
partitioned into two components - sum of squares within-groups
and sum of squares between-groups. The within-groups sum of
squares arises due to the individual differences among subjects
who receive the same treatment level in the research study.
These individual differences in scores reflect chance varia-
tion. Differences among scores of subjects who receive dif-
ferent treatments reflect not only these chance differences
arising from individual ideosyncracies but, in addition, re-
flecf systematic effects of the particular treatments if they
are present (Kirk, 1969, pp. 50-59).

When the design is a factorial design, having more than
one treatment variable, in addition to testing the hypotheses
of equal means for column and row means, interaction means

must also be tested for equality (Blalock, 1960, pp. 257-8).
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An F ratio provides a test of the hypothesis that all
treatment means are equal. This test is the ratio of the
between-groups mean square and the within-groups mean square
(Rirk, 1967, p. 59).

When significant F statistics were found and the
hypothesis of no relationship could be rejected, the Tukey
test for making pairwise comparisons among means was used to
find the source and level of significance of these effects.
A. level of .10 was established as the lower limits of
acceptable significance.

The computer program used for the analysis of variance
was a multivariate analysis of variance and covariance program

(Dixon, 1969).
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CHAPTER III
SCALE CONSTRUCTION AND RELIABILITY

Introduction

In this chapter the scales that were employed in the
data analyses are described and their internal reliabilities
reported. In some cases a scale's reliability could be im-
proved by deleting items which were found not to correlate A
highly with other items in the a priori scale. Raw scores
were transformed to Z-scores for all analyses.

The measure of internal reliability of a scal that
was used was the coefficient

krys)

kk —
1 + (k-1)r..
1]
where k = the number of items in the scale
rij = the average correlation between all pairs of items
in the scale (Nunnally, 1967, p. 193).
Nunnally suggest that the coefficient of internal
reliability is perhaps the most meaningful measure of relia-

bility. This coefficient of reliability sets an upper limit

to the reliability of the instrument. If it proves to be very
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low, either the test is too short, the number of items (k)

should be increased, or else the items have little in com-

mon (Eij is low). It has been suggested that for basic

research (such as this) moderate reliabilities in the order of

.60 or .50 will suffice while applied research might require

a minimum of .90 and preferably .95 (Nunnally, 1967, p. 226).
The scales that were developed from this data for

each of the dimensions of the major variables of (1) climate,

(2) personality, and (3) satisfaction are reported below.

Climate
The dimensions of climate included measures of perceived

structure, managerial style and role conflict and ambiguity.

Perceived Structure

The two sub-dimensions of perceived structure exam-
ined were: (1) organizational conformity and (2) organiza-

tional clarity. The items used to measure these were drawn
from Litwin and Meyer (1963). Unfortunately, they did not
report the reliabilities of these instruments. Their relia-

bilities were found in this study to be .594 and .776 respec-
tively.

Organizational Conformity.--The four item scale used

to measure organizational conformity had an internal relia-

bility of .594. The items to which subjects responded by

indicating the degree to which they agreed or disagreed on a

four point scale were:
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New and original ideas are not prevented from receiving
consideration by excessive rules, administrative details
and red tape.

If you don't conform to standard practices around here,
you will be looked upon critically by your superior.

Unnecessary procedures are kept to a minimum in this unit.

There are a lot of rules, policies, procedures, and stand-
ard practices one has to know to get along in this unit.

Organizational Clarity.--The five items used to measure

organization clarity had an internal reliability of .776. The
items, to which respondents indicated the degree to which they
agreed or disagreed on a four point scale were:

The assignments in this section are clearly defined.

The policies and organizational structure of this unit
have been clearly explained.

Things seem to be pretty disorganized around here.

Our productivity sometimes suffers from lack of organiza-
tion and structure.

I feel I am a member of a clearly and precisely structured
team.

Managerial Style

The two sub-dimensions of managerial style were defined
in Chapter I as Task Orientation and Relationship Orientation.
The items used to measure these dimensions were drawn from Litwin
and Meyer (1968). However, the reliability of these scales was

not reported.

Task Orientation.--The three item scale used to measure

task orientation had an internal reliability of .573. The

items to which subjects indicated on a four point scale
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the degree to which they agreed or disagreed were:

My immediate superior tries to suppress or cut off con-
flict when it arises, when he cannot do that he tries
to force his own solution to settle the issue.

My immediate superior treats his people like a stern
father, and his motto appears to be "nice guys finish
last." ‘

My immediate superior does not use his hierarchical

power in the authoritarian-obedience sense to maintain
his control.

Relationship Orientation.--The reliability of the

four item scale was .658. The items to which subjects
indicated the degree to which they agreed or disagreed on a
four point scale were:

My immediate superior does not place a high value on
maintaining good relations and does not feel that the
attitudes and feelings of people are important in
their own right.

My immediate superior tries to avoid disagreements,
rejections, and conflict; where conflict does arise he
tries to smooth over.

My immediate superior treats his people in a brotherly
way, and his motto appears to be "nice guys don't fight."

My immediate superior strives to keep his emotions low-

key, and his humor aims at maintaining good interpersonal
relations.

Role Conflict

The items used in the role conflict scale were drawn
from Rizzo, et al., (1970). They reported reliabilities of
.816 and .820 on two administrations of their eight item scale.

In the administration of these items in this study the internal
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reliability was maximized at .761 by dropping one of the original
items from the scale. The remaining items, to which subjeéts
responded on a seven point scale ranging from True to False,
were:

I have to do things that should be done differently.

I receive an assignment without the manpower to com-
plete it.

I have to buck a rule or policy in order to carry out
an assignment.

I receive incompatable requests from two or more people.

I do things that are apt to be accepted by one person
and not accepted by others.

I receive an assignment without adequate resources and
materials to execute it.

I work on unnecessary things.

Role Ambiguity

The items used in the role ambiguity scale were also

drawn from Rizzo, et al. They reported reliabilities of .780
and .808 for two administrations of their six item scale. In
the administration of these items in this study it was found
that the internal reliability of the scale was .834 by dropping
one of the items. The remaining items, to which subjects
responded on a seven point scale ranging from True to False,
used in this study were:

I feel certain about how much authority I have.

Goals and objectives for my job are clear and planned.

I know what.my responsibilities are.
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I know exactly what is expected of me.

Explanation is clear of what has to be done.

Interrelationship of Climate Dimensions

After having computed the reliability of the various
scales for the climate dimensions the next point of interest
was to determine how well these scales fitted together as
a measure of perceived climate along the stressfree/stressful
dimension as defined above. It will be recalled that the
theoretical construct of climate discussed earlier envisages
a stressfree climate in a stable environment as having low
Role Conflict, Role Ambiguity, and Organizational Conformity,
and high Relationship Orientation and Organizational Clarity.
Stressful climates would be characterized by the obverse of
this profile. The relationship between Task Orientation and
Perceived Stress was not specified in advance for reasons dis-
cussed in Chapter I.

Consequently, the correlation matrix of these dimensions
would be expected to appear as illustrated in panal (a) of
Table 5. That is the set of Role Conflict, Role Ambiguity and
Organizational Conformity ought to be positively correlated.
In addition, Relationship Orientation and Organizational Clar-
ity alsovought to reveal positive interscale correlations.
Furthermore, the two sets would be expected to be negatively
correlated, since a stressfree climate, for example, was opera-

tionally defined as having low degrees of the first set and

-
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TABLE 5

A PRIORI AND EMPIRICAL INTER-SCALE CORRELATIONS OF THE
CLIMATE SUBSCALES

(a) A priori inter-scale correlations

Scale 1 2 3 4 5 6
1l. Role Conflict + + - - n.a.
2. Role Ambiguity + - - n.a.
3. Conformity = - _n.a.
4. Relationship
Orientation + n.a.
5. Clarity n.a.

6. Task Orientation

(b) Empirical inter-scale correlations (N=130)

Scale 1 2 3 4 5 6 7

1. Role Conflict .428%Y L4957 —. 2447 -.420%* 283t 718t
2. Role Ambiguity 3101 -.163% -isa0™t 142 L6737
3. Conformity -.287%" —.301*t 269t L6637
4. Relationship

Orientation .243+ -.510++ .614++
5. Clarity .149* .eg0tt

Task Orientation .594++

Composite Climate

Scale

* p <.10 + p < .01 ++ p < .001 using two-tailed test
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high degrees of the second set.

The development of interscale correlations and the
interpretation of an overall measure was complicated by the
fact that the subscales had varying numbers of items and
differing ranges over which they were scored. To overcome
these complications, the scores on each subscale were trans-
formed to a range of 1-5 and the average score of items on
each scale was used instead of the total score. This avoided
inadvertent weightings due to varying numbers of items and
score ranges. Inter-scale correlations for each of the pairs
of six climate sub-scales were computed and are portrayed in

Table 5, panel b.

Climate Stress

Inspection of panel (b) of Table 5 reveals that the
underlying relationships between the first five subscales fit
the a priori stressfree/stressful construct.

The relationship between Task Orientation and Perceived
Stress was expected to be moderated by the perceived instru-
mentality of Task Oriented leadership. If Task Oriented
leadership was perceived to be instrumental in attaining per-
sonal need satisfaction it would be stress reducing. If it
was perceived to be not instrumental in this way, it would be
stress inducing. Apparently the subjects in this study did
not see Task Orientation of their superior to be instrumental

in this way but viewed it as a stressful characteristic.
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Reflecting the scores of Role Conflict, Role Ambiguity,
Organizational Conformity and Task Orientation removes all
the negative signs with the exception of the correlation
between Organizational Clarity and Task Orientation which
then becomes negative.

Combining the subscales after reflecting the scores of
these dimensions results in a scale for which a low score de-
picts a climate perceived as having high Role Conflict, Role
Ambiguity, Organiz