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Organizational Type, Organizational Success, aad

the Prediction of Individual Performance1
BenJaminSchneider2

University of Maryland

This paper is one of a series of research reports on the assessment
of the climate of life insurance agencies (Schneider & Bartlett, 1968,
1969, 1970; Schneider, 1972), The present report has three major
purposes: (1) to research the feasibility of clustering life insuraﬁce
agencies into types when ;he basis for clustering is a measure of
organizational climate as perceived by agency managers, assistant managers,
and ("o0ld") agents; (2) to exploré criterion performance differences |
in different agency types when the criteria are based on "new" agent
performance (people who had supplied no climnte data), as well as other
indices of organizational performance; and (3) to explore the effects
of climate type as a moderator variable in the prediction of newly

contracted agent success,

Clustering Organizations: Structure vs, Perception

Given the psychologist's emphasis on multi-dimensional description
of individual characteristics, it is not surprising that researchers
from both a motivational theory point of view'(Likert, 1967; Litwin
& Stringer, 1968; Stern, 1970) and a more descriptive-empiriral vantage
point /Friedlander & Greenberg, 1571; Schneider & Bartlett, 1963) have
chosen the multi-dimensional approach to describing work organizations,
Indeed, not only work organizations have been described in multie
dimens'onal terms., Educational settings (Stern, 1970), psychiatric

wards (Moos & Houts, 1969), camps (Gump, Schoggen, & Redl, 1957) and




student orsanizations (Findiliyan & Sells, 1964) have also teen multie
dimensionally described. It scems as if Forehand and Gilmert's (1964)
surgestion to adopt stratesies used in studying individuals to the

study of organizations has been adopted,

What is surprising is that given the effort exvended in identifye
inz the dimensional characteristics of orjanizations, more researcn
does not exist on clustering orrsanizations into tyres (Frederiksen,
Jensen, & Reaton, 1972). “'oops (1943) arrued that every person’belong-
ed to a type (wnat he called an "ulstrith") and that by knowing the
type he belonged to, accurate hypotheses about behavior could be made.
Some beginning in this directicon of clustering individuals has been |
made br Owens (1971) and his colleanues using bio=-data. Only recently,
however, have there been attempts to cluster work organizations and
these have rgenerally utilized structural characteristics (size, tech=
nology, number of hierarchical levels) as the basis for analysis (c.f.
Inkson, Payne, % [Pugh, 1937).

The assessment of organizational characteristics has occurred at
toth tne structural and perceptual levels. At the structural level,
Astin and Holland (1951), and Pugh and his associates (c.f. Pugh, Hickson,
Hinings, % Turner, 1963) have carried out careful and productive work
in developins reliable procedures for the assessment of structural
characteristics., The structural research has resulted in causal links
being established between structural characterisiics of organizations
{size, technology, hierarchy) and measures of organizations based more on
the perceptions o[ Lhe crranizatinn's psycholosical atmosphere; the pere

centions of climate (Astin, 10%3; Dietevrly & Schneider, 1974; Payne, Pneysey




& Pugh, 1971). Recently, Inkson, et al. (1967) have been able to group
or cluster British organizations on the basis of their st»uctural
similarities and differences,

At the perceptual level, littie research exists on clustering work

‘organizations, Stern (1970) has clustered colleges and universities

but similar research on industrial orgahizations could not be found,
Such research would be important to have because of the assumption

that what people perceive in their work environment is important 1ﬁ
understanding employee behavior., Even in the Pugh, et al. (1968;

see Payne, 1973) research, an assumption was made that structural
characteristics somehow primarily relate to behavior to the extent that
they are psychologically meaningful to, or enter the psychological
world of, employees. Schneider (1974) has recently suggested that the
mechanism by which perceptions of the work world affect behavior is
that structures and events serve as cues to employees about what is
considered to be appropriate behavior; that structure and events are
cues as employees form concepts about their organizatiors,

In the present paper, assumptions were made about perception~based
meagures of organizations, First it was assumed that employee -
perceptions of organizations constitute valid information about the
characteristic functioning of the perceived organization, This
assumption did not further include the idea that all people in an
organization would agree in their perceptions; the president of a
company works in a different world than his assembly-line employees,
Data already exists on tnis question, showing intra. but not intere

position asreement on climate perceptions (Schneider & Bartlett, 1970;

Schneider, 1972).




Second, it was assumed that employee perceptions of their organization
are not necessarily strongly related to t£eir reported satisfaction with
the outcomes.they experience as a result of being employed there, Some
have argued (c.f. Guion, 1973; Johanneson, 1973; Payne, 1973) that perhaps
perceived climate is simply another term for job satisfaction. Schneider
(1974 has argued, however, that climate and satisfaction have been cone
founded due to poor conceptualization, and the frequently inadvertent use
of an inappropriate unit of analysis of the individual, in climate research,
Payne (1973) has made a similar argument, citing aS‘efqules of such ree
search those by Pritchard and Karasick (1973), and George and Bishop (1971).

Schneider and Snyder (1974) have recently shown that climate scores
and satisfaction scores are not at all necessﬁrily correlated, but that
for some people in some situations, they are., The Schneider and Snyder
(1974) research related satisfaction scores from the Job Descriptive Index
(Smith, Kendall, & Hulin, 1969) and Alderfer's (1972) concepts of Existence,
Relatedness and Growth satisfaction (see Scﬁneider & Alderfer, 1973) to
climate, as measured by the same climate measure used in the present study.
The correlations between climate and satisfaction were generally around 30;
the two satisfaction measures were correlated in the 50-60 range,

The third assumption was that regardless of the basis, structural or
perceptual, for clustering organizations it is as important to identify

organization types as to identify types of individuals,

Clustering Organizations ¢ Some Imglications

Clustering orgzanizations has implications for personnel strategles

ranging from personnel selection to organizational change, The underlying




motivation of the present research effort, for example, was to identify
types of organizational situations which might differentially predict

new employee success directly, or moderate the relationships existing
between some predictor-criterion pairs of variables (Schneider & Bartlett,
.1968) . It was felt that since pers~nnel selection researchers are
continually admonished to "revalidate¢ your test as you move from sit-
uation to situation" -~ .f une knew which situations moderate the validity
of which tests, then some of the elements in Dunnette's (1966) modiffed
selection model might be filled in. In Guion's (1965) terms: “And
there is the rub! If the empirically observed correlation stems from
unrecognized situational variables, then any change.in the situation may
destroy the validity" (p. 130), But clearly not only selection research
would benefit from identifying organization types,

For those interested in organization change, strategies for change
could be based on climate; i.e., what is now called an organizational
diagnosis could be developed to the point where normative data on a wide
range of organizations would be available. Diagnosis of a new organi-
zation might result in locating that organization in a matrix of known
organization types; known to the extent that previous experience in those
types of organizations had revealed effective strategies for organization
change, |

Theoretically, data on organization types would have implications
for motivation theorists in organizations who have been the most explicit
commentators about the impact of the organization on the individual,

From the macro postulations of Argyris (1957) and McGregor (1960), to

the more individually oriented theories of Vroom (1964) and Porter and




Lawler (1968), the influence of the behavior setting on organization
members is siressed, Recently, Dachler And Mobley (1973) have made an
explicit*connection between the climate of an organization aud the
capability of the Valence=Instrumentality-Expectancy (VIE) theories of

motivation to predict individual behavior, They suggested that the

climate in the organization (defined as the degree of actual performance
-reward contingencics in a work environment) may moderate.the relatione
ships found between the cognitive components of VIE theory and actuaf
behavior, Schneider and Olson (1970) have presunted some data to
support such an hypothesis.
Given these arguments as background, the purposes of the present
- <h were to: |
(1) Explore a method for examining the extent to which life
insurance agencies tend to cluster into homogeneous clusters
when ti.» clusters are attempted on the basis of a measure
of peféeived agency climate,
(2) Explore differences in outcome variable performance between
heteroger.2cous clusters.
(3) Examine the moderating effects of climate on the predictor
-criterion relationships obtained for newly contracted

agents.

Method and Procedures

Sub]ects: Cluster Analyses

The unit of analysis for this part of the research was the organization.




The organizations were 168 life insurance agencies irom an insurance
company with agencies in almost every state. Data to be reported were
based on responses to the Agency Climate Questionnaire (ACQ; see below)

by 132 agency managers (there is only one agency manager); 350 assistant
agency managers representing 134 agencies, and 363 already employed ('old")
agents representing 117 agencies, Agent perceptions of climate were
obtained from "successful, fulltime" agents only (generally those pro=
ducing above $500,000 face-value ordinary life insurance). The response
rate to the ACQ with two follow-ups was 78%.with little difference between
the three groups. It may be of interest to note that all questionnaires
were completed with the names of respondents., The project, however,

was presented as a research project,

Subjects: Moderator Analyses

In the moderator variable analyses, individual agents contracted
by the agencies after the collection of the climate data were the unit
of analysis, Here !l = a maximum of 914 across all agencies; the sample

in each cluster of agencies will be reported.

The Climate Measure

The Agency Climate Questionnaire (ACQ) is an 80 item, behaviorally
descriptive measure with six factor-analytically derived dimensions similar
to those found in other climate research (Campbell, et al,, 1970)¢ The
development of the measure is described in detail in Schneider and

Bartlett (1968, 1970). The factors are described as follows:

(1) Managerial support. This factor represents a personal




orientatioh of the manager for his staff and agents;
treating his employees as people, (support)

(2) Managerial structure, This'factor is oriented to
selling; task orientation. (structure)

(3) Concern for new employecs At the positive end, a
description of an agency that tiaows concern for the
selection and training of a new agent., (concern)

(4) Iatra=agency conflict, Refers to the presence of
in-and out=groups within the agency. (conflict)

(5) Agent independence., A high score on this factor

describes an agency with agents who tend to go about
their own work and who do not pay much attention to
the agency, (autonomy)

(6) General Satisfaction. A high score herc describes
agencies in which agents are seen as having extra
-work interests and as being satisfied with the agency

and agency manarement, (morale) ;

The scale internal consistency reliability estimates for these factors
{corrected by the Spearmaﬁ-Brown method) range from about .55 (autonomy)
to .90 (support) at the indiviunal level of analysis. . Generally speaking,
manager's perceptions of climate indicate more of everything except cone
flict; agent's perceptions suggest consistently less of everything except
conflict, and assistant manager perceptions are someplace inebetween,

In previous papers, Schneider and Bartlett (1970), and Schneider (1972),

showed that in addition to the consistent mean differences found between




role océupants in climate perceptions, there was little inter=-role
correlation in perceptions. Therefore, the data for each agency in
the present study are presented for old agents, assistant managers,
and managers.3
All climate data were transformed to standard scores (Z-scores)
using the agency as the unit of analysis, Thus, first all assistant
manager and old agent perceptions Qere averaged for each agency; then
the averages across all positions in all agencies were converted to :
Z scores, It was felt that this procedure would help correct for
biases resulting from the fact that there were 368 old agents, bul only
134 managers. The 2 scores should thus be an accurate portrayal »f
the "typical" agency relatively uncontaminated Sy size of sample.
The pooling of scores within positions is based on data presented by

Schneider and Bartlett (l970),_showing withineposition agreement on

climate perceptions with the ACQ.

Criterion Data - llew Agents

Turnover and production data for each of 914 rewly contracted agents
was obtained (when possible) one year after contract; For each of the
clusters of agencies, turnover, production, and a joint turnover/production
criterion were calculated., Turnover success was defined as staying on
the job 12 months, Production figures are presented in dollars of
ordinary life insurance solde. The turnover/production criterion was
calculated by defining succeés as staying 12 months and selling more
ordinary life insurance than the median of those staying 12 months (an

industry-wide index of success). In the cluster analyses, the criteria
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are treated as organizational level data =« turnover rate or average
production per new agent, In the moderator analyses the criterion

data are treated at the individual level,

Criterion Data = Agency

Success with new employees is the focus of the present paper, but
it is only one index of organizational success, For this reason, proe
duction figures for agencies are presented which do not include new
agent production, Two agency indices were calculated: (1) The average
production rank of the agencies in each cluster for the years 1966=1968
(agency production rank from year to year is a high;y reliable figure
with ;tt = «95); (2) The average per agent production for the agencies
in each cluster, The first index, production rank, is not corrected
for the size of the agency; the second index, average production, was
calculated by taking the gross ordinary production figure for an agency
and dividing it Ly the number of agents in that agency., The average
of each agency average in a cluster was then calculated, The "typical"

agency has about 15 agents producing premiums.,

Analytic Scheme: Cluster Ajalyses

The Ward and Hook (1963) procedure for clustering profiles was used.
Owens (1971) used the technique with success in identifying types of
individuals based on bio-data, and his description of the procedure is
instructives "To identify subjects (agencies) with comparable patterns
- of prior experience (climate) we have factored their bio=data (ACQ)
responses; profiled each subject on the resulting dimensions; obtained

a matrix of the distances between each profile and each other; hierarchie
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cally grouped the profiles into 'families! according to the method
described by Ward and Hook (1963) ses (DPe 993)."

The Ward and Hook procedure reduces the original number of pro=
files from n to n-l, ne2, etc., s0 that each successive cluster of
agencies (individuals, groups, objects) hopefully has maximum within
cluster homogeneity. One of the benefits of the Ward and Hook PI V=
cedure is the "cost" index it provides to be used in deciding when to
stop clustering. This index indicates the error associated with sué-
cessive clustering, A sharp increase¢ in error indicates that the set
of clusters formed by the procedure may no longer have acceptable ine
ternal consistency,

This problem is a result of the noneiterative nature of the Pro=
cess, and the fact that the Ward and Hook process attempts to assign
each profile to a cluster, Once pairs of prufiles have been made by
the minimumedistance grouping rule, they may not be sepi.rated in sube
sequent stages of clustering, However, an iterative procedure that
can be applied to Ward and Hook's output has been developed, called
the affirmation program (Schoenfeld, 1972).“

The affirmation program assumes that the final profile for each
cluster obtained with the Ward and Hook procedure is a good apyroximae
tion of the best solution, However, because of the noneiterative
manner in which profiles are clustered in the Ward and Hook procedure,
it is possible that two (or more) profiles grouped ﬁogether at an early
stage of clustering do not really belong together after all clustqrs
have been formed., For example, suppose at tl profile A and B are group=

ed together and Y and Z are grouped together, At t, the A, B and Y, 2

2
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clusters are, in turn, clustered, At ta two other pairs arranged at tl'
C, D and E, F, are also clustered. In fact, Z may fit better with CDEF
than with ABYZ; 2 may be a misfit. On the other hand, Z may not really
fit ABX2 or CDEF very well at all; it may be an isolate which, if ine
cluded in a cluster, would increase withinecluster heterogeneity. One
other possibility is that Z fits ABXZ and CDEF equally well; such an
overlap would decrease between cluster heterogen?ity. Affirmation’

thus identifies misfits, isolates and overl#ps resulting in increased
withinecluster homogeneity and betweene=cluster heterogeneity.

The development of the affirmation procedure increases the confide
ence one can place in clusters based‘on Ward and Hook's procedure and
improves on the already positive evaluation Borgen and Weiss (1971) gave
the procedure in their review of cluster analysis techniques., They
found that Ward and Hook does well in creating clusters which have good
discriminability, and that results obtained are replicable., In addition,
some validity studies.(where the various procedures are required to
reproduce known clusters) showed the Ward ahd Hook process to be among
the most effective,

Three cluster anaiyses and three affirmations were processed, oné
each for agency climate based on manager, assistant manager and old

agent perceptions of their organization,

Moderator Analyses

Within each cluster, relationships between AIB and the dual criterion
are presented by using expectancy tables, Correlation coefficients are

also presented, but they should be interpreted with great care because:
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l. The AIB was used in selecting the new agent population resulte
ing in a restriction of range problem, The restriction of range problem
in predicting success with the AIB has been presented by Peterson and
Wallace (1966)e Briefly, the problem is more than direct restriction
in the range of AIR scores, but 1nd1r§ct as well, Further, there is
potential criterion contamination through a manager knowing his new
agents! scores 'n the present stuny, direct restriction of ranse'took
the following form: The company administered over 10,000 AIBs, hiring
about one in three who passed the test (about half the applicants pass
the AIB) and we have data on a maximum of 914. Personnel selection
methodology offers a potential solution to this ﬁroblom of restriction

of range (Thorndike, 1949).

2, Correction for restriction of range is suggested only when the
assumpiion of normality in the distribution of the restricted score is
reasonable; 1in fact, the distribution of AIB scores in the applicant
~ population was rectansulér (X = 8;1, SeDe = 449)e 1In addition, in
the present study, one of the criterion variables (the dual criterion)
is a binary criterion with probability of success of about .23; as p
deviates from 50, assumption of normality are untenable. This suggests
the last problem with calculating correlationss With dichotomous data
the Pearson r becomes the point-biserial (rpb) which is affected seriously
when p deviates significantly from .50 (see Nunnally, 1967; Thorndike,
1949) , |

For these reasons the correlation coefficients were not corrected.
In addition, the reader is cautioned to realizs that the expectancy tables

also represent relationships that may be affected in unknown (indirect) ways,




Results

Cluster Analyses

fisure 1 shows the errors associated with clustering old arent,
assistant manager and manaser perceptions, Because of the generally
steep increase in error resulting from clustering beyond four clusters,

four clusters were retained for each group,

Table 1 presents ‘iard and jlook and affirmation means, standard
deviations and n.mber of azencies for the cluﬁters formed on the basis
of manazer perceptions of agency climate, Tables 2 and 3 present the
same data for assistant manager and old agent perception of climate,
respeciively, | Aithough the cluster analyses were calculated for each
rroup separately, the Z-scores enterins the process were based on cale
culationé across all three groups.- This results in deviations from
the "mean of zero and S.D. o0f one" for each group. For this reason,
at the bottom of each of Tatles l, 2 and 3 the overall mean and S.D.
for each set of perceptions is presented, In almost every case (except
for conflict where the reverse is true) maragers perceive more of the
climate characteristic than assistant managers, and assistant managers
more than cld apents, This finding has now been replicated in two
other insurance cowpany samples (SChneiAer & Rartlett, 19 Schneider
% Snyder, 1974) and seems to be a generalizable phenomenon (Porter &

Tawler, 1965),

Insert Tables 1, 2 and 3 about here
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~ Table 1

Means, Standard Deviations, and Number of Agencies
for Manager Clusters Based on

Ward and Hook Output and Affirmation Procedure

Support Conflict Structure Concern Autonomy Morale

Ward & Hook
Cluster One (N=37)

ean =02 i3 79 +00 -el43’ =29

SeDoe «68 o71 85 «83 79 )
Cluster Two (N=44)

Mean 16 =465 =73 =25 -s0l =490

SeDe «60 «60 096 83 71 «76
Cluster Three (N=38) ' |

Mean - 1405 =85 91 1.08 «90 1,22

SeDe 53 78 «90 «69 76 73
Cluster Four (N=12)

Mean | 82 10 =1,03 73 1.28 28

SeDo 45 «90 1,03 . b4 o56 «70

Affirmation

Cluster One (N=33)

Mean -8 27 «?75 10 45 -e28

SeDe oHE 70 oHl 79 065 63
Cluster Two (l=33) |

Mean 17 =67 =203 =34 =02 =1.03

SeDe 23 o7h4 72 71 «70 " e65
Cluster Three (N=35)

Mean 1,07 =77 1,00 1,00 A l.24

SeDe o7 07 «69 68 65 68
Cluster Four (N=12) .

Mean 86 b4 -7l 85 102 .25

SeDe ol .88 63 o357 53 70

Overall
Mean bl -e37 31 «39 29 ol7?

5D 77 87 1,14 .98 .92 1,10




Table 2

Means, Standard Deviations, and Number of Agencies
for Assistant Manager Clusters Based on
Ward and Hook Output and Affirmation Procedure

Support Conflict Structure Concern Autonomy Morale

Ward and Hook
Cluster One (N=18)

Mean -1,22 79 =430 =86 -1,31 ' -,88
SeDe 83 79 «86 77 63 .80
Cluster Two (N=42) .
Mean 69 -o42 .81 .88 84 81
SeDe 43 79 63 66 «70 65
Cluster Three (N=51)
Mean 04 «30 02 -.06 =,09 «07
SeDe 40 «30 62 59 62 ool
Cluster Four (N=21)
Mean 56 =75 =57 52 55 20
SeDe 31 51 55 ol 55 bl
Affirmation
Cluster One (N=18)
Mean -1,02 o72 .15 -e76 =1,32 =e69
SeDe 69 66 57 70 65 57
~pluster Two (N=33)
) Mean «79 -e38 .80 81 1,03 .82
SeDe 38 63 48 63 «60 062
Cluster Three (N=46)
Mean 04 39 -s02 -.05 -.02 «09
SeDe 42 68 60 63 53 55
Cluster Four (1{=20)
Mean 7 «1,02 =e55 59 46 18
SeDe 28 oS4 61 48 59 45
Overall
Mean 17 05 19 28 16 24

SeDe 73 85 oS4 83 79 76
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Table 3

Means, Standard Deviations, and Number of Agencies
for 0ld Agent Clusters Based on
Ward and Hook Output and Affirmation Procedure

ST LA T e T ot T - =t oot e e e e e e s s e— et - 3¢

Support Conflict Structure Ccucern Autonomy Morale

Ward and Hook '
Cluster One (N=18)
Mean . =le56 1.70 -¢65 «1,10 =45 ‘ =60
S.D. .68 .65 69 068 .50 .51
Cluster Two (N=49)
Mean -5 «20 -e22 -e52 -e39 =04
SD, ol 78 57 50 63 7?3
Cluster Three (N=29) _
| Mean 55 =a39 20 Wl .36 057
SJDe i3 «90 94 59 o71 o7h
Cluster Four (N=17)
Mean =237 1,09 =1.2% -1.87 -1.82 «1 476
S, «89 «88 o6l " «90 1,01 o72
Affirmation
Cluster One (N=19)
Mean =1,57 1,63 =466 =1,12 -ols8 -e60
SeD, 66 69 €7 «66 51 49
Cluster Two (N=42)
Mean -ol46 022 - 20 -e53 -¢39 -el3
SDe 42 67 58 4?7 53 «70
Cluster Three (N=27)
Mean oS50 -o52 011 o33 46 58
SJDe bl 75 093 60 65 64
Cluster Four (N=12)
Mean -2 428 1402 =93 =190 =1.99 ~1.67
SeDe 76 79 59 69 «66 +66
Overall
Mean -e65 36 -2l =58 =47 -e28

SeDe 1,04 098 80 «96 1,02 1,00
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The clusters reported on the basis of the Ward and Hook procedure
show between=cluster differences and withinecluster homogeneity as rep=
resented by the S.D.'s for the profile points in the cluster being cone
3istently less (by about one~third) than the overall S.D.'s reported at
the bottom of the tables, In turn, the affirmation program increases
between=group heterogeneity by further reducing withinecluster vuriance,
This further reduction, however, is accomplished at the expense of a
reduced number of agencies being clustered, Eighteen fewer agencies :
based on manager perceptions, 13 fewer agencies based on assistant manager,
and 15 fewer agencies based on old agent perceptions, exist after the
affirmation program than existed after the Ward and Hook procedure,

The reductions in the number of agencies is about equally due to thé
identification of isolates and overlaps. At least one, but no more thkan
three, misfits were also identifiéd and re=-assigned for each cluster
analysis,

Table 4 presents a statistical summary of the withinecluster homo=
genelty and betweenacluster heterogeneity after the affirmation process
for managers, assistant managers and old agents. The table contains a
matrix of distances (Da). These distance indices result from comparing
each agency profile in a cluster to the cluster profile it Selongs to as
well as to the profile of every other cluster (in item analysis terms,

a partewhole relationship). The result is a matrix in which the diagonal
represents average within=cluster homogeneity, and the upper and lower
triangles represent the averages from the comparisons of each agency

profile, against each cluster profile., Thus, reading down the first

column in Table 4 one has the average of the D2 that results when the
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agencies in cluster one are compared against the cluster one profile,
compared against the cluster two profile, cluster three profile, and
-cluster four profile, Reading down the second column, the agencies

in cluster two are sompared against the profile of cluster one, come

®

pared against the cluster two profile, cluster three profile ard
ciuster four profile, The same process holds for columns 3 and 4.
Because of this procedure, the upper and lower triangles are not id;n-
tical, although they are highly similar,

Insert Table 4 about here

Generally speaking, at a minimum the withinecluster distances are
three times smaller than the between=cluster distances. These distance
matrices also show that there is more heterogeneity between clusters
for old agents than exists in the manager and assistant manager clusters,
Conversely, the most homogeneous clus‘ers age the ones for assistant
managers; manager clusters are the least internally consistent as sep=-
arate clusters, but still clearly heterogeneous with respect to each
other. One may conclude that the clusters have reasonable internal
consistency and reasonable independence from each other,

The data on clustering has so far dealt with distances in a D2 sense,
While D2 seems to be the single most inclusive index of profile simile
arity (Cronbach & Gleser, 1953; Nunnally, 1967), as Nunnally (1967) has
noted, many social scientists are interested in profile shape, Thus,
while shape alone (which disregards level and scatter of the profile)

secems an inefficient hasis for clustering profiles, the shape of the ‘




Table §

Averase Within and 3etween Cluster Distances
(Da) when Tach Arency Profile is Compared tc

Each of the Other Profiles for that Position

Arency Profiles for Each Cluster

(1) (2) (3) (4)
(1) 2.65 7479 9,30 § 499
Profiles MAY AGERS
(3) 10,15 15428 24l 7425
(4) G430 €430 732 2¢354
(1) 2432 1799 600 12466
(2) 1729 1,91 6410 4 ,5¢C
.Cluster ASSISTANT
Profiles (3) Goltd £ ois) 1.92 4 56 Y ANAGERS
(4) 13,50 5402 5:03 145
(l) 2..1.: 5.910 l6 o,‘2 7.")?
Cluster (2) (el 1,91 .e25 13493 ) o
Spofiles OLD AGENTS
' (3) 16,09 Selil 2471 29492

(&) 7els 15.21 2996 207
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resultant cluster profiles are of psychological interest. Figure 2

presents the profiles for clusters based on manager perceptions. A
brief discussion of these profiles now will prove useful later in

discussing the results of the criterion analyses,

Figure 2, manager clusters, reveals three differént shapes,
Clusters two and four uave essentially the same shape, but differ
in level. Clusters one and three differ from each other and from
clusters two and four. If one takes outstanding features of each
profile into account, including both shapv uad level, and is willing
to generalize, then the clusters based on manager-perceptions may be
named as follows:

Manarer Cluster Cne. The don.nant feature of this cluster is

the concentration on structure to the relative e#clusion of the
inter-personally-oriented features of the organization., While agencies
in this cluster are not hicher in structure than all other manager
clusters, high structure combined with low Autonomy leads to the

impression of an agency dominated by the manaser, A tentative label

night be Manager Dominant.

Manager Clusters Two and Four, The shapes of these clusters

suszest agencies in whicn conflict and siructure do no® exist relative
to the presence of the other dimensions. liowever, cluster four managers
sec taeir asents as having considerably more Autonomy, receiving more
attention when they are new employees (Concern) and their being generally

nrigher Morale than in cluster two. For these reasons. cluster four
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could be called the Concern-foreIndividual profile, Cluster two is
difficult to label, but being the lowest of the clusters on three
dimensions (Structure, Concern and Morale) and next to lowest in the
other three, this seems to represent a cluster of agencies in which
the managers perceive relatively little activity of any kind, This

leads to the label laissezaFaire.

Manager Cluster Three. A profile like this, one S.D. above the
mean on each dimension (and below on Conflict) seems too'good to Be
true. This cluster was called Theory Y/System 4 (McGregor, 1960;
Likert, 1967, respectively),

Figure 3, Assistant Manager clusters,also reveals three different
shapes. Clusters two and four have highly similar shapes, with
cluster four being consistently lower in level. Cluster three rep=-
resents the average on all dimensions since most profile points are .
very close to zero. Cluster one is seen as low on all dimensions
(high on Conflict) and especially depressed on Autonomy (=1,32),

These cluster profiles were named as follows:

Insert Figure 3 about here

" M e Em G D CE G o ) G e ae o

Assistant Manager Cluster One. The first impulse is to label

this Laissez=-Faire, similar to Manager Cluster Two. However, the
nigh Conflict combined with low Autbnomy leads to the label Independ=-
ence Conflict, Thus low perceived Autonomy seems to occur with high
Conflict; perhaps some of the conflict is attrivutable to the lack

of independence from the agency the assistant manager perceives pecnle

have.
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Assistant Manager Clusters Two and Four, Cluster two is the

assistant manager equivalent of Theory Y for managers and it was

labelled Theory Y/System 4., Cluster Four has the same shape but

does not have the task emphasis (Structure) nor as much of the human
relations orientation present in Cluster Two,. Because of the quite
low presence of Conflict, the low Structure, and the moderate human
orientation, this was labelled Human Relations.

Assistant Manager Cluster Three. This cluster was labelled

Typical Agency.
Figure 4 presents the cluster profiles based on 014 Agent

p;rceptions. Again three shapes seemed to emerge., Clusters one
and four have similar shapes and are characterized by very low
Support, Structure, Concern, Autonomy and Morale with very high Cone
flict., Cluster two is somewhat similar to one and four but has

none of the extremes, Cluster three is the Theorg Y[sttem 4 for

0ld Agents,

Insert Figure 4 about here

0ld Agent Clusters One and Four, The more than two S.,D., differ=

ence between Support and Conflict in Cluster One seems to dominate
this profile, resulting in the label Conflict, Cluster Four could,
generously, be called a Disaster so far as the old agents in those
agencies are concerned,

0ld Agent Cluster Two. This is the Typical Agency based on 0ld

Agent perceptions, with 42 percent of all agencies falling in this

¢luster,




27

*suolplodogad 33uvWITD FusTE PO U0 pesBY SIasSuD J0j SIYLJOX °p °*STIJ

»
. A2

SNOISN3INWIAd 3JLVANITO

3IDION Awouojny uI08dU0) OJINYINIIS  §O1[ju0d j$s0ddng

! 1 1 ' | |
Cereeenn H ooe-
snoy seysniy | - 051-
- 00'i-
auQ 494§snj|) 40c- m
]
- w
om] J8jsn|ny 40 Q
| o
|.|||.\|I|.||ll N\ 406 »
934yl J8ysn|)
- oo’
- os1




28

01d_Agent Cluster Three. Already named as Theory Y/System 4

New Agent Criteria in Different Clusters ot

Table 5 reports means, standard deviations and sample sizes for
all new agent criterion data by cluster and for each position,
Table 6 reports one=way ANOVA or x2 analyses to test for significant
overall effects of climate on new agent criterion performance, In
addition, for each position, between-cluster multiple comparisons ,
were run, utilizing Duncan's Multiple Range Procedure on the continuously
distributed data (ordinary l1ife sales) and x2 on the binary data (percent
staying and percent meeting dual criterion).

Insert Tables 5 and 6 about here

Manager clusters reveal no significant differences for new agent .

criteria. Based on assistant manager's perceptions, cluster one,

Independence Conflict, retains significantly (x2 = 34,611, p < «07) more
new agents for one year (48 percent) than do cluster three, Typical,
agencies (35 percent). This finding is not reflected in sales nor

in the dual criterion; Ludapendence Conflict atencies retain more peojle
than other clusters but they do not sell more. Indeed, inspection

of Table 5 reveals that, if anything, agénts in & cluster four agency,
Human Relations, will sell the most insurance in their first year

(8320 Thousand). Table 5 also shows, aszain not significantly, that

in the Human Relations cluster, a larger percentage of people are likely

to meet the dual criterion of staying 12 months and producing above




Mancgers

Cluster 1
Cluster 2
Cluster 3
Cluster §

Assistants

Cluster 1
Cluster 2
Cluster 3
Cluster 4

0ld Agents

Cluater 1
Cluster 2
Cluster 5
Cluster 4

Overallb

%

34
39
41
45

48
39
35

he

41
37
45
39

m b bt - ————— i

.39

New Agent Criteria

% Staying ? Ordinary Life
12 months |

Sales (Thous.)

27

'. 320

345

‘ Mean S.D.
283 288
279 246
304 285

212
256 255
283 252
307 294

236
285 260
275 au9

312
291 262
283 261

N

142
104
166

45

55
140
219

63

68
196
111

59

661

Table 5

% Stayi..g
" Plus Selling

%

23
26

a3

20

18
a2
25
29

2L
20
30
20

a2

. Mean

| 8147

6545

' 6849
; 8506

88.0

7747

60.9

90 o4

. 630“

50.8

7949
92.6

7345

Criterion Data Means and Standard Deviations
(Sample Size for Each Cluster is Presented)

Agency Criteriaa

12

Rank
SeDe N
44,9 28
38,2 29
41,2 31
43.6
379 15
42.l1 30
ha.2 44
384 19
442 18
37,9 38
29.7 26
36,7 11
41,3 163

a Sample size for Agency Criteria are the number of agencies in a cluster for which

criterion data were available,
of averages, since each agency had about 15 premium producers and the average of those

15 was entered into the average for the cluster,

b Sample size presented for Overall will be greater than the sum of any column by

For Average Agent Production, data are averages

position because Overall sample includes agents and agencies that did not fit one

¢

in the first place, to submit to the cluster process,

of the clusters during cluster analyses and/or for which no data was available,

| Average Production Average Agent

Production
Mean S.De N
707 534 28
932 847 27
840 539 A
666. 398 12
€96 413 15
681 567 31

873 584 44
681 358 19
965 806 18

1022 563 38
887 704 26
520 211 11
850 585 165
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Clusters

% Stayinga
12 months

Table 6
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Tests of Significance for Criterion Data

New Agent Criteria

Ordinary Life

Sales (Thous,)

Overall F or x‘2 3.423,p< ;0 e286,p < +65

Multiple
Comparison:

Assistant
Clusters
Overall F or X°

Multiple
Comparison:

Overall F or xg

Multiple
Comparison:

a xa test overall and xz between cluster pairs

NeSoe
NeBo
NeSe
NeSoe

NeBo
: NeBe
| NeBo
NeBoe

R i P,

D8 .*

NeBoe
NeSoe
NebBoe
NeBoe

50387,D €251 o79%,P €450

| DeBe
NeBe
NeBe
NeBe
NeBe
NeSe

24795,P <+50 1.659,P €+20

NeBoe

NeBe

NeBe
! 9 £.05
| Rele
i ReB,

| % Staying
Plus Selling

«669,p <490

NeSoe
NeBe
NeSe
NeSe

‘ 2.,125,p <40

ReBe
DeB,e
Bel.
i DeBe
BeBe
f NeSe

famm e

i

i 4el37,P < 30

Nelle
NeB,
Bele
‘o.‘.
n...
NeBe

Agency Criteria

Average Pro=-

: Average Agent

b One=way ANOVA overall, Duncan Multiple Range test detween cluster pairs

Sisnificmt at »<,.10 for Duncan Hult

( whoro applicabdle),

duction Rank Production

1.178,p< 35 829, <450
NeSoe NeSoe
NeBoe NeSoe
NeBoe NeBe
NeSe NeSo
NeB, NeBoe
Ne8, NeBe

”17’.’ <.,05 ; 1,129,P<& 35 )

i
NeBe DeBe
NeB, NeBe
NeBoe ReBoe
NeBoe NeB.
NeB, NeB.
p <05 NeBoe
5625,P 01  1.847,P< o15

NelBe NeBe
NeBe NeBe
n.s,.” NeBe
<Ol NeBe
p< 0L P <05
Nele NeSe

iple Raige and X or at p<.05 by wimple t-test




the median for those staying 12 months,

Based on old agent perceptions, consistent differences in all three
new agent criteria are found‘betWeen cluster two (Typical Agency) and
cluster three (Theory Y/System 4). For all three new agent criteria
the Theory Y/System 4 cluster outperforms all clusters and does sig=
nificantly better than the Typical Agency on percent staying 12 months
(45 vs. 37 percent; X? = 24730, p <.07), on dollar sales during first
year ($345 vs. $275 thousand, p< .05) and percent meeting the dual
criterion (30 vs. 20 percent, x? = 3,816, p < .06).,

Although not presented in Table 5, it is important to note at
this point that for all three new agent criterion measures, the
between=position data are essentially identical. For manager's,
assistant's and old agent's perceptions, respectively: (1) 39, 40
and 40 percent stay 12 months; (2) $290, 8297 and 8296 Thousand
ordinary production; and (3) 23, 24 and 24 percent meet dual criterion,
Since there is considerable overlap in the new agents making up these
data, this is not too surprising. However, it will be recalled that
the data on which old agent perceptions were based, reflected the per=-
ceptions of "successful, full-time agents, These agents may have
come from a biased group of agencies, So far as new agent criteria

are concerned, this does not seem to be true.

Agency Criteria in Different Clusters

As with new agent criteria, no significant differences based on
manager clusters are reported (see Tables % and 6)¢ For assistant

manager clusters, a significant overall effect as a correlate of climate
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on Average Production Rank is shown (F = 3,173, p<.05)., Multiple
comparison procedures revealed the effect is primarily accounted for .
by the difference in rank between cluster three, Typic&l Agency
(X = 60.9), and cluster four; Human Relations (X = 9o;u). This
indicates that agencies in the Typical cluster produce significantly
more gross business than those in Human Relations. It will be noted
‘that this difference does not hold up significantly when examining
the Average Agent Production column although the Typical Agency ciuster
is still the highest producing one,

For clusters based on old agent perceptions there is a significant
effect on average production rank across clusters due to climate

(F = 5,250, p<.0l). This effect reveals that cluster four, Disaster, | .

agencies have significantly lower average production rank (p < .10)

than cluster one, Conflict, and significantly lower rank (p ¢.01) than
cluster two, Typical Agency. In addition, cluster two, Typical Agency,
has significantly higher average production rank (p <.0l1) than cluster
three, Theory Y/System 4,

The significant difference between the Typical Agency cluster
(two) and Disaster (four) holds up (p <.05) when analyzing Average
Agent Production; there is a difference of almost $500,000 between
clusters two and four, with cluster two the higher.,

Comparison of the between position agency criteria data reveal
some differences favouring agencies from which we obtained the old agent
perceptions, but they are not significant, For old agent, assistant
and manager data, reséectively, the average production ranks are

6649, 7445 and 73,5; for average agent production the means are
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$857, 3768 and $806 thousand,

Predicting Individual New Agent Success

Data already presented demonstrate that new agent success probe
ability can be predicted, somewhat, by knowing which type of agency
the new agent joins (see Tables 5 and 6)s A question still to be
answered is who will succeed? This has been the traditional personnel
selection question,

Table 7 presents correlational data relevant to testing whether
climate moderates relationships between AIB and the various success
criterias Since prediction of the dual criterion (stay + sell) is
the criterion for which the AIB was developed, these data are presented
graphically in expectancy table format in Figure 5,

Insert Table 7 and Figure 5 about here

Figure 5 presents expectancy table data for each cluster, for
all AIB-dual criterion (stay + sell) relationships in the current study,
and for LIAMA data in a study of the AIB in use (LIAMA, 19?3).5 These
LIAMA data were obtained under restriction of range problems comparable
to those noted for the present data; it can be seen that the present
data are consistent with LIAMA data (the LIAMA data are based on a
sample of over 15,000 cases). There are a few cautionary statements to
be made prior to examining Figure 5 and Table 7 in detail:

l, The data in Figure 5 and the correlations in Table 7 are based
on restricted-range samples. As Peterson and Wallace (1966) have shown,

such restriction of range y'elds "gloomy if statistically significant

results",
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2. Clusters of agencies may differ in the average quality of the
applicants they hire. These data are presented in Table 7 which
indicates AIB means, standard deviations and sample for each cluster,
as well as results of a one-way ANOVA (for each position across clusters)
and Duncan Multiple Comparison procedure, There are no significant
differences between clusters based on old agent perceptions, but for
both manager and assistant manager perceptions significant overall E's
were found; the multiple comparisons suggest the sourcg of the differences.
Comparing these data to criterion results presented in Tables 5 and 6
indicates that there is no general relationship between the average AIB
scores in a cluster and the performance of the new agents in the cluster
against the various success criteria; the same lack of relationships
holds for the other agency level criteria,

3« In all cases where there were less than five cases on which to
base a percentage, no data are presented in Table 5. - This is not true
for the correlations in Table 7,

Figure 5 shows that in some clusters of agencies the AlBecriterion
relationships are stronger than in others. By "stronger®" we mean that
higher AIB scores yield higher probabilities of success and, in the same
cluster, lower scores predict failure., Thus, none of the clusters
based on assistant manager perceptions ylield consistent kinds of pree
dictive success, Correlations calculated for assistant manager clusters
sugegest all clusters yield essentially identical AIB«criterion relatione
ships; see Table 7.

Conversely, for manager perceptions,cluster two, Laissez-faire, is

closer to the classic staircase portrayal of an sxpectancy table,
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Cluster four, Concern for Individual, presents almost a negative
relationship, Correlational analyses, presented in Table 7, support
these interp;etations with the additional information that in clusters
one, two and three results dre positive (r = 413, 27 (P <+05) and .09,
respectively) and indeed negative (r = =.18) in cluster four. Based
on agent perceptions, two clusters =~ three (Theory Y/System 4) and four
(Disaster) = reveal the staircase effect, but the Theory Y/System 4
cluster is clearly the strongest [r = +26 (P ¢+05) in cluster three
and r = ,10 (n.s,) in cluster four],

Table ? reveals that the manager cluster two results extend to

the prediction of turnover and sales, as well as the dual-criterion.

The same cannot be said for 0ld Agent cluster three, One additional
significant correlation is found: Assistant Manager cluster two (Theory
Y/System 4) reveals a.signiticant prediction of Ordinary Life Sales

(r = 18, P ¢(.05). In fact, of all the Assistant Manager clusters,
this one reveals the most consistent pattern of predicting success

with the AIB.

In the three sets of clusters, then, some moderating effects of
climate on AIB/success relationships were founde In the discussion
of results it will be shown that in a number of ways these cdata may
represent three replications of the same phenomenon. In addition,
other research evidence will be brought to bear on the problem, all of
which m@y provide a meaningful theoretical framework for interpreting

the findings.
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Discussion

There were three foci of interest in this paper: clustering
organizations, investigating various indices of organizational effective=
ness in different clusters, and an examination of the potential
moderating effects of organizational cluster on the predictore-criterion

relationship.

Clustering Organizations '

Scale score data from the ACQ are reliable enough to yield clusters
of organizations that are each internally consistent and separately
different from other clusters, The fact that organizations, in the
present case - life insurance agencies, did cluster without the loss
of too many agencies, indicates that organizations, like people, may
be "typed" by a profile of the organization'!s characteristics, As
shown in the moderator analysis, organization type may be an important
variable when considering the application of different behavioral
science strategies for bringing about change; either through personnel
selection or, by implication, to such procedures as participation in
decision-making or a performance=based reward system,.

Dieterly and Schneider (1974), for example, have shown that
participation in decision-making (in a laboratory situation) seems
to result in different kinds of climate, depending upon such other
organizational features as hierarchical level of the organization and
primary goal of the organization. 'By extension, this suggests that
certain climates that have already been established may prove more

receptive to participatione. ith respect to performance=based reward
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systems, Dachler & Mobley (1973), and Schneider and Olson (1970) have
shown that the reward conditions already existing in an organization
may affect the extent to which individual perceptions predict indivie
dual behavior,

Perhaps it is too soon to speak of the possibility of a typology
of organizations, but it seems appropriate to make the following obser=
vations, To think about a typology of organizations based on one
measure, or even a number of measures, would be to grossly oversimplify
the magnitude of the complexity and diversity of organizational life.
What will be required are ways of describing organizations with refer-
ence to particular characteristics. For example, organizations may
be typed with respect to conditions existing for new employees (essen-
tially the focus of the present measure), or with respect to reward
systems, or 1eadershiﬁ,-or obsolescence, and 30 forthe The important
element will be some a priori reason for the 4ypology and a search of
hopefully relevant dimensions for the typology (Frederiksen, et al,,
1972), Perhaps an application of the critical incident technique to
gathering information on organizations could be attempted, This
procedure would direct that measures be developed containing (hypoe
thetically) important characteristics for the phenomenon under cone
siderations On the basis of such a climate measure, organizations
could be meaningfully clustered and the proliferation of omnibus climate
measures of dubious value would be halted,

This is not to imply that organizations should be clustered on the
basis of some criterion performance ("successful' vs, "unsuccessful')

since, as Nunnally (1967) notes, this may be a egterile approach to
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assessment, Naturally occurring clusters, rather than criterion
~determined clusters, might offer the most complete range of organ-
lzation types; then criterion performance similérities and differences

may be investigated in relatively homogeneous clusters,

Orzanizational Effectiveness in Different Clusters

There were no significant main effects and no significant multiple
comparisons based on manager perceptions. This obviously indicates
that simply because organizations can be clustered on the basis o}
member perceptions does not mean they will differ in performance.

Based on assistant manager perceptions, a significant relationship
between climate cluster and Average Production Rank was founde
Agencies in the Typical cluster (No, 3) were ranked significantly
higher than amencies in the Human Relations cluster (No. L); these
data were also reflected, but not significantly, in Average Agent
Productione

A similar finding was revealed for clusters based on old agent
perceptions, again with respect to Average Production Rank., The
highest ranking cluster of agencies was also called Typical (Noe. 2)
and, by inspection of Figures 3 and 4, it can be seen that both clusters
have essentially the same shape, the old agent cluster being somewhat
lower on the Zescore axis. Indeed, a calculation of the overlap in
'agencies belonring to different clusters reveals that agencies belong=
ine to the old agent Typical cluster are far more likely to belong to
the assistant manaser Typical cluster than to any other assistant

manager cluster, Thus, agencies in the Typical old agent cluster

belong to assistant clusters as followst
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l. Independence Conflict (No, 1) = 6 agencies (of 18)
2, Theory Y (Nos 2) = 9 agencies (of 33)
3¢ Typical (No. 3) = 19 agencies (of 42)

4, Human Relations (Noe. 4) = 4 agencies (of 20)

These clusters tend to have the same level, shape, similar member=
ship and to yield similar kinds of production performance; the results
might be considered dependent replications, but replications nevertheless.

With respect to new agent criteria, essentially all the effeéts
concern the new agent Theory Y/System 4 (No. 3) cluster, Although
the effects are weak they are consistent,with Theory Y/System 4 ugencies
retaining a larger number of people who sell more insurance than cluster
two (Typical) agencies. Two other findings make these data interesting:
(1) the validity of the AIB in the Theory Y/System 4 cluster (to be
discussed below); and (2) the fact that old agent cluster two (Typical)
agencies are clearly the superior producing agencies, This may indicate
some kind of independence between those agencies which do well in the
training and retention of new agents and those which do well in other
ways; 1.e., in production of sales,

Figure 4 shows that these two clusters, based on old agent pere
ceptions, are closer together than any other clusters but that the
hizgh producing agencies generate less support, concern, autonomy and
norale accompanied by more conflict than those which do well with new
agents, One may suess tnhnat both kinds of agencies are necessary for
a company, but that such basic differences in orientation and success
have no. previously been identifieds Given this information, home

office manasenent might be in a better position to capitalize on an
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agency's strength., These data have essentially been cross-validated on

another sample of agencies by Schneider & Snyder (1974).

Moderator Analyses
The validity of the AIB in the Theory Y/System 4 old agent and

assistant manager clusters is easier to account for theoretically than
the findings, very consistent findings, for the manager cluster, called
Laissez=faire,

In both Theory Y/System 4 clusters, the shape and level of th;
profiles are highly similar (see Figures 3 and 4, clusters number 2
and 3, respectively). Conceptually, a Theory Y organization provides
support and conéern for the individual, as well as autonomy, and at
the same time keeps conflict to a minimum; the emphasis is on the
individual and the goal is providing an environment in which the
individual can express his personality, interests and skills, as he
or she pursues work gdals (Hall & Schneider, 1973), Such an environ-
ment, especially with its' emphasis on training (Concern) should be
precisely the situation in which individual differences become manifest
and in which those most clearly appropriate for the situation are most
likely to succeed, while those representing ar inappropriate match are
more likely to fail. A number of studies reveal this effect of a
situation that expresses real concern for the individual, or indeed
revards the expression of individual differences, with the resultant
improved capability to predict behavior based on ability measures.

ror example, Forehand (1968) has shown that in an organization charace

terized by an emphasis on individual autonomy and initiative, compared
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to an emphasis on following rules, the validity of ability measures for
predicting peer ratings of innovative behavior, is quite different. In
the autonomy condition, eight out of nine ability measures were positively
and significantly related to peer's ratings, while in the rules conditionms,
none of the measures were significantly correlated with peer ratings.
Dunnette (1973), in a report on a series of studies conducted at
the University of Minnesota, found some similar results although the
kind of condition leading to the expression of individual differences
was the financial reward system rather than the more global work situation,
For our purposes, the most important findings concern the reward conditions
under which ability differences are reflected in differential performance.
In an over-reward condition and when workers were changed from a
contingency reward to straight time-based reward, ability measures were
not reflected i performance. When rewards were equitable and when
they were tied to performance, performance was preditable with ability
measures.,
In both the Forehand (1968) and Dunnette (1973) papers, performance

was a function of ability given & certain environment; performance was

not a functiun of ability and environment in interaction,. Other research
supports this idea, For example, need for achievement (nAch) does not

interact with environment in the prediction of behavior; given a particular

kind of environment (competitive, entrepreneurial) nAch predicts perform-
ance (Atkinson & Feather, 1966). Similarly, the desire for various
intrinsic rewards does not predict behavior at work unless the job and
work conditions permit the expression of individual differences (Hackman

& Lawler, 1971; llall & Schneider, 1973; Schneider & Olson, 1970) «
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Schneider (1974) has elaborated on this argument and suggested that the
Lewinian functional expression B = f (P, E) be changed to read B = f
(P, given a particular kind of E) or B = £ (P/E ),

However, while the logic of the arsgument expressed above can account
for the predictability of success in a Theory Y/System 4 environment
as perceived by old agents and assistant managers, it does little to help
understand the very consistent prediction of success in a Laissez=faire
environment as perceived by managers, Vle do find that a Theory Y/System
4 agency based on old agent perceptions is more likely to also be a
Laissez=faire agency based on manager perceptions, Thus, manager Laissez
=faire agencies are distributed as follows among clusters based on old

agent perceptions:

1, Conflict (Noe 1) = 3 agencies (of 19)
. 2. Typical (Noe. 2) = 6 agencies (of 33)
3. Theory Y/System 4 (No. 3) = 9 agencies (of 27)

4, Disaster (Mo, 4) = 2 agencies (of 12)

However, these data are not very strong, although they are suggestive,
Unfortunately a similar cross=tabulation of the way assistant manager
Theory Y/System 4 agencieé are distributed among clusters based on

manager perceptions was less encouraging:

l, Manager Dominant (No. 1) = 8 agencies (of 33)

2., lLaissez=faire (No. 2) = 6 agencies (of 33)

3. Theory Y/System 4 (llo. 3) 11 agencies (of 33)

4, Concern for Individual (No. 4) = 2 agencies (of 12)

These crossetabulations of agencies indicate some overlap in agencies
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based on manager and old agent perceptions, but not on the basis of
manager and assistant manager perceptions, However, the prediction
of the success criterion the AIB was designed for (stay'+ sell) is
strongest where the overlap does 6ccur ~ between old agent and manager
perceptions, .We have already shown that the AIB is valid in the
assistant manager cluster most similar to the old ageqt cluster in
which the AIB is valid, However, explaining the very consistent

validity of the AIB in the Laissez~faire manager cluster seems to

require an extension of the theory underlying the validity in the

Theory Y/System 4 old agent and assistant manager clusters,

The extension suggests that ability predicts success in an
environment that has almost no contact with the person who's behavior
is being predic;ed. This conceptualization requires the view that
the two kinds of environments in which ability is most likely to
predict behavior are when the environment (1) supports, encourages
and rewards the display of individual differences, or (2) leaves the

. person alone, This second condifion may be thought of as a natural

gselection environment in which the individual's adaptability is the

best predictor of performance; adaptability is here defined as having
the skills required to accomplish the task,

This natural selection model, of course, was the basis for a good
portion of the Functionalism sch061 of psychology, the growth of the
study of individual differences, and the prediction of performance on
the basis of "mental tests" (Boring, 1950; Murphy, 1949; Viteles,
1932). The problem with this model, as Dunnette (1966) has noted,

was the assumption that man's behavior was predictable by knowing his
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characteristics; that individual success was a function of individual

ability alone.

Our analyses suggest that ability is, indeed, a useful predictor
of performance when individual differences in ability are encouraged
and rewarded, or when they are simply allowed to express themselves,
with neither facilitation or inhibition; when a climate for the
display of individual differeﬁces exists. The cautionary note required

here is that the predictability of differential performance is not

equivalent to the predictability of average level of performance.
Thus, Theory Y/System 4 agencies based on nld agent perceptions result
in a larger proportion of people staying 12 months, staying plus
selling, and significantly (p¢.05) higher sales than the manager
Laissez=faire cluster (see Tables 5 and 6). The same trend,
incidentally, applies to the performance of the assistant manager
Theory Y/System 4 agencies with regard to new agent criteria.
Perhaps it is only when the situation is viewed in a Theory Y
/System 4 way by people already occupying the role that both level
of performance and the predictability of performance will be high
for new people. This inclusion of the role of the perceiver requires
that a statement be made about the general level differences in clusters
based on manager, assistant manager and old agent climate perceptions.
As noted earlier, this is a fairly consistent finding in life
insurance agencies (Schneider & Bartlett, 1970; Schneider & Snyder, 1974)
and elsewhere (Hall & Schneider, 1973; Payne, 1973), with people in
higher positions generally perceiving more support, autonomy, concern,

and so forth, in the work environment than those in lower positions.
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Dgta suggests that while these level differences exist, correlations
of the perceptions acroés positions may be significant (Schneider, 1972;
Schneider & Snyder, 1974), This suggests the possibility of an
adaptation level phenomenon affecting the level of perceptions more than
the shape of perceptions, Further research on this phenomenon is
clearly warranted,

Note that while there were differences in level of perceptions,
one cannot say which set of profiles (manager, assistant manager, old
agent) were "right" or "“real", For each set, some criterion differences
were founde This indicates that a more appropriate way of looking at
these profile differences across positions is to think about which set
of perceptions are valid for which particular criteria, We currently
lack a conceptual framework in which we can make hypotheses regarding

this matter,

Conclusion

The reader may be wondering about the considerable attention paid
to a few correlations of ,20 or .25, but they are important correlations
for two reasons, First, they arise from heavily restricted samples and
probably represent correlations of considerably greater magnitude,
Indeed, Guilford (1965) notes that correlations sustaining the greatest
loss in the restricted sample, are those with the highest correlation
in the unrestricted sample, Second, personnel selection researchers
have been hampered by the lack of some theory or construct for predicting
the kinds of situations in which ability measures will work. Some
personality theories have "tagealong" specification of the conditions

under which the personality measure is useful (c.f. Atkinson & Feather,
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1966; Vroom & Mann, 1960), but the picture for ability measures has been
gloomy, at best, for understanding when a test will predict behavior
(Guion, 1965).7
The efforts selection researchers have made have been directed at
more precise job analyses, more reliable tests and more behaviorally
oriented criteria, yet validity coefficients have not shown much
inprovement in the past 40«50 years, The present data, and other
literatures we have referenced (and which Schneider (1974) covers'in
detail elsewhere), suggests the relatively simple hypothesis that
when the expression of individual differences is supported and rewarded
in the position or role the test is designed for, then the test will be
a valid predictor of performance., This does not make job analysis,
criterion development or test construction an easier chore; it

requires the additional step of assessing the conditions existing in

the work climate that facilitate or inhibit the display of the abilities

the test measures,
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Footnotes

l. Preparation of this paper was supported by the Personnel and
Training Research Programs, Psychological Sciences Division, office of
Naval Research, under Contract No. NOOOl4=67=A=0239=0025, Contract
Authority Identification Number, NR 151350, Benjamin Schueider and
H. Peter Dachler, Principal Investigators, Acknowledgment is made to
the Life Insurance Agency Mahagement Association and the company which
provided the data for their help., Robert Snyder, Kent Boyd and Jeff
Roberts assisted with the data analyses reported herein; the Computer
Science Facility of the University of Maryland partially supported the
extensive data analyses required. A separate and special debt is owed
S. Rains Wallace, who sponsored the original research on which this
paper is based. |

2. At this writing, Fulbright Associate Professor of Psychology, .
Bar=Ilan University, Ramat-Gan, Israel.

3. Recently, Schneider and Snyder (1974) have replicated the low
inter=role correlation, but have shown there to be more ag:eement on
climate perceptions than on expressed satisfaction,

4. The cooperation of \illiam Mobley, in providing the compute§
program used for the Ward and Hook analysis, and to Lyle Schoenfeld
for supplying the affirmation procedure program, is gratufully acke
nowledged.

5. The company used in this paper is Company Y in Schneider (1972)
and the company in Schneider and Bartlett (1969). Company X was

utilized in Schneider and Bartlett (1970). Companies X and Y are
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different from the two companies used in initial developme... of the

ACeQe Company 2 (a fifth company) is the basis for data in Schneider

(1973), Schneider and Alderfer (1973), and Schneider and Snyder (1974),

6« The AIB score groupings are the same as those used by LIAMA

(1973).

7o This is ohviously a very hroad view of ability, one not restricted

te the notion of aptitude tests in their narrow meuning but to the brozder
coneept of ecapability Lo adant,
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