
  
Abstract— the paper presents the results of a study carried 

out to assess the effectiveness of Indian Banks based on the 
employees’ based on the employees’ perspective. The 
objectives were two-fold- 

i) Development of an instrument to measure the construct 
based on the Competing Values Framework. 

ii) Assessing the levels and interbank variations in 
effectiveness as perceived by employees of public, 
private and foreign banks. 

The Competing Values Framework was preferred because of 
its holistic approach towards the effectiveness criteria. The 
instrument was developed and found to be suitable on the 
reliability index. It was administered to 600 employees of 
public, private and foreign banks in 10 cities of North India. 
Statistical analysis revealed that the employees of public and 
private banks share similar perspective as opposed to their 
counterparts in the foreign banks. The paper concludes wit 
practical implications for banks and suggestions for further 
research. The study is unique in its attempt to view 
effectiveness from a widely different perspective as opposed to 
narrow, tangible, direct measures employed by most banks to 
evaluate effectiveness.   
 
  Keywords- Effectiveness, Competing Values Framework. 

I. INTRODUCTION 
VER the last 100 years or so ,the overall movement in 
organization literature has been away from closed, 
rational  nature of organizations to more unique, tailored 

and flexible. The theorists of the notion that organizations 
were closed, rational entities assumed that the organizations 
were fairly generic.e.g Drucker described the work of 
organizations as the same in every country and society. 
(Drucker, 1985). 

The rational, closed organization was characterized by a 
very high degree of internal control and stability. It was this 
much admired feature that had to face criticism as being 
irrational, misguided and even foolhardy (Baker and Branch, 
2002) One of the main arguments advanced against the closed 
nature was its inability to respond to complex and uncertain 
environmental situations.(Perrow,1986).This was the breeding 
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ground for the natural systems perspective which is 
identifiable with organizations being social collective entities 
with survival as the main concern. The survival required 
harnessing the minds and the hearts of the participants. The 
Human Relations School received a very wide acceptance by 
this perspective. The newer version of this view has been 
harnessing the minds of not only the participants but also other 
stakeholders. (Porter, 1985, Powell 1990). 

 As organizations’ interaction with the environment grew in 
degree and in kind, the attention shifted to an open systems 
perspective. Some authors like Scott (Baker and Branch, 2002) 
identified open systems with two system processes- one that 
maintain a system in its given form and second, that change a 
system. It is at this point that organizations were broadly 
classified as mechanistic (closed, rational with rigid processes) 
and organistic (flexible and adaptive). Hence an organization 
was considered to be appropriately designed .when that design 
enabled it to execute better, learn faster and change more 
easily.(Mohrman,1995).While the classic bureaucratic style 
was considered suitable for organizations with low task 
complexity, with a stable environment; organizations which 
had highly complex tasks and unstable, dynamic environment 
had to have the organic design. Thus, nature of effectiveness 
lent itself to interpretation according to the organization 
design. Many organizations today are seeking opportunities to 
be more responsive and effective. Typical goals are to improve 
sales efficiency, accelerate innovation and increase 
responsiveness to customers.(Ed Brill 2012) This has created a 
plethora of definitions none of which can be called universally 
acceptable. The concept of effectiveness is filled with 
obstacles regarding assessment namely criteria problems, 
criteria choices, and unique attributes of organizations involve. 
This probably led Campbell (1971) to remark-“Since an 
organization can be effective or ineffective on a number of 
different facets that may be relatively independent of each 
other, organizational effectiveness has no universal definition. 

II. VIEWING EFFECTIVENESS BY THE COMPETING VALUES 
FRAMEWORK 

    The main theme underlying the competing values approach 
is that the criteria that are valued and used in assessing an 
organization’s effectiveness-return on investment, market 
share, new-product innovation, job security-depend on who the 
stakeholders are and the interests they represent. It is not 
surprising that stockholders, unions, suppliers, management, or 
internal specialists in marketing, personnel, production, or 
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accounting may look at the same organization but evaluate its 
effectiveness entirely differently.  
     This approach begins with the assumption that there is no 
“best” criterion for evaluating an organization’s effectiveness. 
There is neither a single goal that everyone can agree upon nor 
a consensus on which goals take precedence over others. 
Therefore, the concept of OE, itself,, is subjective, and the 
goals that an evaluator chooses are based on his or her 
personal values, preferences, and interests. This can be seen if   
one organization is taken up and effectiveness is viewed in 
terms of high profitability; production executives focusing on 
the amount and quality of equipment manufactured; marketing 
people and competitors looking at the percentage of market 
that plant’s various products hold; personnel specialists 
viewing effectiveness in terms of ability to hire competent 
workers and absence of strikes; research-and-development 
scientists keying in on the number of new inventions and 
products that the company generates; and the employment 
opportunities created by the company. 
    Competing values goes significantly beyond merely 
acknowledging diverse preferences. It assumes that these 
diverse preferences can be consolidated and organized. The 
competing values approach argues that there are common 
elements underlying any comprehensive list of OE criteria and 
that these elements can be combined in such a way as to create 
basic sets of competing values. Each one of these sets then 
defines a unique effectiveness model. 
    To apply this approach, it’s necessary to go into more detail 
of how it evolved. It began with a search for common themes 
among thirty OE criteria. Three basic sets of competing values 
emerged from these criteria: flexibility vs. control, people vs. 
organization and ends vs. means. 
1) These three sets of values can be further combined to form 
eight cells or sets of OE criteria. For example, combining 
organization, flexibility and means (OFM) creates one cell, 
combining organization, flexibility and Ends (OFE) creates 
another cell; combining organization, control and means 
(OCM) creates still another; combining organization, control 
and means (PCM) creates still another; combining people, 
control and Ends (PCE) creates another; combining people, 
flexibility and means (PFM) creates still another and finally 
combining of people, flexibility and Ends (PFE) creates 
another cell. 

The various cells can be combined into distinct models. The 
cells OFM and OFE are subsumed under the Open system 
Model. This model emphasis organization and flexibility and 
defines organization effectiveness in terms of flexibility (as 
means) and the ability to acquire resources (as ends). The cells 
PCM and PCE form the Internal Process Model. This model 
stands in contrast to Open system Model as its emphasis is on 
people and control. It stresses adequate dissemination of 
information (as means) and stability and order (as ends) in the 
assessment of OE. The cells PFM and PFE are subsumed 
under the Human Relations Model. It emphasizes people and 
flexibility. The Human Relations Model would define OE in 
terms of cohesive work force (as means) and satisfied work 
force (as ends). The cells OCM and OCE form Rational goal 
Model, as its emphasis is on organization and control. The 

existence of specific plans and goals (as means) and high 
productivity and efficiency ( as ends) is used as evidence of 
effectiveness. 
 

OFM Flexibility Able to adjust well to shifts 
in external conditions and 
demands 

OFE Acquisition of 
resources/growth 

Able to increase external 
support and expand size of 
work force 

OCM Planning Goals are clear and well 
understood 

OCE Productivity and efficiency Volume of output is high; 
ratio of output to input is 
high 

PCM Availability of 
information/communicatio
n 

Channels of communication 
facilitate informing people 
about things that affect their 
work. 

PCE Stability Sense of order, continuity, 
and smooth functioning of 
operations. 

PFM Cohesive work force Employees trust, respect, 
and work well with each 
other 

PFE Satisfied work force Employees’ needs are 
satisfied. 

 
     Now it is evident that each model represents a particular set 
of values and has a polar opposite with contrasting emphasis. 
The human relations model with its effectiveness criteria 
reflecting people and flexibility stands in stark contrast to the 
rational goal model’s value-based stress on organization and 
stability. The open system model, defined by values of 
organization and flexibility, runs counter to the internal 
process model, the effectiveness criteria of which reflect a 
focus on people and stable structures.  

 Competing values acknowledge that multiple criteria and 
conflicting interests underlie any effort at defining and 
assessing OE. Additionally, by reducing a large number of 
effectiveness criteria into four conceptually clear 
organizational models, the competing values approach can 
guide the manager in identifying the appropriateness of 
different criteria to different constituencies and in different 
life-cycle stages. 

III. THE STUDY 
        The focus on effectiveness of banks is usually through 
the tangible, measurable attributes like rate of return, 
profitability etc. Most theorists who advocate the 
appropriateness of these measures fail to recognize the 
importance of the perception of the employees regarding the 
effectiveness of a department or a unit. The study has 
attempted to bridge this gap in the present research on 
effectiveness. The competing values framework was used as 
this logically brings forth the employees views on what 
constitutes the most important criteria for effectiveness in 
their particular organization while focusing on effectiveness 
as a holistic construct. 

A.  Objectives 
 The study attempted to address the following questions: 
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       a) What are more important criteria of effectiveness 
according to the employees of banks? 
       b)  Do the employees of public, private and foreign banks 
differ in their perceptions regarding the above criteria?  

B. Sample and Procedure 
After a rigorous literature survey, 61 statements were drawn 

up that were considered to be appropriate for each of the four 
quadrants. These statements were then circulated to thirty 
academicians who were experts in organizational studies. The 
same number of top bank officials was also approached to 
mark the statements as most relevant, relevant or irrelevant. 
Their responses resulted in the retention of 46 items. These 
were then subjected to reliability test using the Cronbach 
alpha.It yielded a score of 0.94 which is considered a strong 
measure of reliability. . There isn’t a generally agreed cut-off. 
Usually 0.70 and above is acceptable. (Nunnally, 1978) 
However, by convention, a lenient cut-off of 0.60 is common 
in exploratory research.Cronbach’s alpha can be interpreted as 
the percent of variance the observed scale would explain in the 
hypothetical true scale composed of all the items in the 
universe. Likert’s 5-point scale for responses that ranged from 
1-very low and 5- very high. Regression analysis(step-wise) 
was used to analyses the effects of various components on 
organizational effectiveness. 

This tested instrument was used to solicit responses from 
600 bank employees in 10 cities of north indian states of 

punjab, haryana, uttar pradesh , ncr of delhi and the union 
territory of chandigarh.The sample was equally divided 
between public, private and foreign banks. 473 were males (79 
percent) and 127 females (21 percent); 326 (54 percent) had 
length of service of less than 5 years, 129(21.5 percent) had 
length of service between 5 to 10 years while 50 (percent) and 
95(16 percent) had length of service of 10 to 15 years and 
above 15 years respectively. 191 (32 percent) belonged to 
lower management, 385(64 percent) to middle management 
and 24(4 percent) to top management respectively. 137(22 
percent) had professional degrees like caiib, mba, ca etc., 284 
(47 percent) were postgraduates and 179(30 percent) were 
graduates. 

IV. RESULTS 
       To get a general idea regarding the degree of perception 
about effectiveness criteria, the descriptive statistics are 
presented in Table 1.While the differences in perception 
regarding effectiveness in their organizations is very marginal, 
the employees of public sector banks have shown a higher 
perception for rational goal model as against the human 
relations model by the private as well as the foreign bank 
employees.  
 
 
 

 
TABLE I 

ORGANIZATIONAL EFFECTIVENESS SCORES- TOTAL AND COMPONENTS 

Variables Mean Standard Deviation Sample size 

 PSB PB FB ALL PSB PB FB ALL PSB PB FB ALL 

Human Relations 
model 4.00 4.04 3.87 3.97 .61 .55 .58 .58 200 200 200 600 

Rational Goal Model 4.11 4.02 3.95 4.05 .62 .60 .61 .61 200 200 200 600 

Internal Process 
Model 4.03 3.96 3.91 3.97 .61 .60 .63 .61 200 200 200 600 

Open Systems 4.07 3.98 3.90 3.98 .59 .63 .62 .61 200 200 200 600 

Organizational 
Effectiveness 4.05 4.02 3.91 3.99 .56 .53 .57 .56 200 200 200 600 

*all variables significant at p< 0.0001 
 
     Regression analysis was used to explain effect of the 
individual components on the  variance in organization 
effectiveness.  

 The relationship between the dependant variable 
organizational effectiveness and its components (independent 
variables) can be expressed in the form of the equation: 

Organizational Effectiveness (Y)= β0 + β1X1+ β1X2+ β1X3+ 

β1 X4 + ε 
   Where X1, 1X2,X3, X4   represent human relations, 

rational goal behaviour, internal process system and open 
system respectively 

         As discussed earlier, competing values approach 
categorizes overall organizational effectiveness into four 
basic quadrants. In case of the PSBs, the internal process 
system emerged as the strongest predictor of organizational 
effectiveness. ( β = 0.95, t= 42.07, p < .001). It could explain 
89 percent of variance in the organizational effectiveness 
scores. ( R2 = 0.89, F (1, 198) =1770.64, p < .001.) 
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TABLE II 
REGRESSION ESTIMATES FOR ORGANIZATIONAL EFFECTIVENESS (PSBS, N=200) 

 

 
 
 
 
 
 
 
 
 
 
 

*all variables significant at p< 0.0001 
 

TABLE III 
REGRESSION ESTIMATES FOR ORGANIZATIONAL EFFECTIVENESS (PBS, N=200) 

Variables 1 2 3 4 
Internal 
Process 
System 

.912 .533 .391 .283 

Human 
Relations 
System 

 .499 .381 .259 

Open System 
   .305 .295 

Rational Goal 
System    .283 

R-square(adj.) .830 .935 .969 1.000 

F 972.502 322.435 215.85
3  

Df 1,198 1,197 1,196 1,195 

*all variables significant at p< 0.0001 

             In case of the private banks also, the internal process 
system could significantly explain the variance in the 
organizational effectiveness scores. (β = 0.91, t=31.18, p < 
.001;.R2 = 0.83, F(1, 198) =972.50, p < .001). 
     In case of foreign banks, overall organizational 

effectiveness was found to be dependant significantly on all 

the four variables. However, open system and internal 
process variables were highest contributors explaining 90 
percent and 89 percent of the variance respectively.( R2 = 
0.90, F(1, 198) =1770.25, p < .001; R2 = 0.89, F(1, 198) 
=1738.11, p < .001. 

 

TABLE IV 
REGRESSION ESTIMATES FOR ORGANIZATIONAL EFFECTIVENESS (FBS, N=200) 

Variables 1 2 3 4 
Open System .948 .526 .425 .270 

Human Relations  .499 .336 .252 

Rational Goal System   .287 .265 

Internal Process System 
    .274 

R-square(adj.) .899 .969 .987 1.0000 

F 1770.258 455.447 284.788 - 

df 1,198 1,197 1,196 1,195 

*all variables significant at p< 0.0001 

Variables 1 2 3 4 
Internal Process 

System .948 .601 .468 .272 

Human 
Relations 
System 

 .422 .301 .274 

Rational Goal 
System   .288 .279 

Open System 
    .264 

R-square(adj.) .899 .957 .981 1.0000 

F 1770
.644 266.220 258.7

8  

Df 1,19
8 1,197 1,196 1,195 
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 The regression results of the entire sample (N=600) depict 
internal process system as the strongest predictor of 
organizational effectiveness.(β = 0.93, t=64.90, p < .001).It 
could significantly explain 87 percent of the variance in the 
dependant variable, organizational effectiveness. In case of the 
entire sample taken up for study, of all the components, open 
system was found to contribute least to the perception 
regarding organizational effectiveness.  

 
TABLE V 

REGRESSION ESTIMATES FOR ORGANIZATION EFFECTIVENESS  

 *all variables significant at p< 0.0001 
 
    If we compare the three types of banks in terms of the 
strongest contributors to organizational effectiveness, both in 
case of public and private banks, internal process system and 
the human relations systems are contributing the most to 
explain the phenomenon of organizational effectiveness. 
However, in case of foreign banks, the open system has been 
perceived as the highest contributor to the organizational 
effectiveness in their organization. The reason can probably 
be seen in the context of the different environmental 
circumstances in which the foreign banks have to compete 
owing to their territorial differences. However, the 
employees of foreign banks, just like their other two 
counterparts, also perceive the human relations environment 
as an important predictor for organizational effectiveness. 

V. DISCUSSION 
 In both public and private sector banks, the internal 

process system emerged as the strongest predictor for the 
construct of organizational effectiveness. The internal 
process model places a great emphasis on the internal focus 
and control. It stresses the role of information management 
and communication as means and stability and control as 
ends. This model commends an orderly work situation with 
sufficient coordination and distribution of information to 
give the employees a sense of continuity and stability. The 
managements of these organizations must ensure proper 
upward and downward channels of communication for 
proper dispersion of organizational information, 
transparency in organizational processes and procedures.  

To enable better and quicker understanding, the reporting 
and other routine matters should be kept simple and 
uncomplicated. If the internal processes are weak or are 
perceived by the employees as unjust or biased, it is likely to 
effect the stability of the organization as the job satisfaction 
would be adversely affected leading to higher turnover and 
lesser commitment. 

        The open system model has come up to be the most 
important contributor in the foreign banks. As against the 
internal process model, the open system model places a great 
deal of emphasis on  external focus and flexibility stressing 
criteria like flexibility and readiness as means and growth 
resource acquisition and external support as ends. This part 
measures the ability of the organization to withstand 
environmental challenges, acceptability of new ideas, fruitful 
interaction with the external agencies etc.The organizational 
policies should be framed in such a manner that there is 
enough freedom to pursue and implement new ideas and the 
employees find the work challenging and stimulating. There 
should be effective mechanisms in place to facilitate 
interaction between disciplines. Management must make 
structured attempts to be well informed about its competitors 
and the information should be shared across the 
organizational levels. Regular up gradation of the 
infrastructure needs to be undertaken periodically. The 
consistent customer surveys should be followed up with 
appropriate discussions and actions. 
        The other two models have also emerged significant for 
the organizational effectiveness of the banks. The human 
relations model has been depicted as the second most 
important predictor in all the three banking setups. An 
effective human relations model leads to developed human 
resources in the organizations by laying due emphasis on 
cohesion and morale. It stresses flexibility focusing 
internally in the organization. . Periodic feedback to 
employees, valuing employee suggestions, people friendly 
policies, open trust worthy atmosphere all indicate a good 
human relations environment. In addition to these, 
organizations must ensure adequate and appropriate up 
gradation of skills, a proper grievance redressal system and a 
fair compensation package that is comparable to the best in 
the industry. The supervisors must be made to understand the 
importance of being good listeners and counselors for the 
employees who report to them.  
        The rational goal model measures an organization’s 
ability to set and achieve challenges in terms of targets. High 
efficiency and productivity are the ends for this model that 
are achieved through systematic planning and goal setting. 
An effective organization should have a systematic process 
for identifying opportunities in the organization. This should 
be aligned with the mission statement and objective goal 
setting should be done on this basis. Information regarding 
the mission and  the organizational goals is a very important 
pre-requisite for effectiveness in this model. Discussions 
should precede target setting activity for the individual 
employees. Any loopholes in the performance of individuals, 
units as well as the organizations should be made known 
across the levels. 
In summary, all the four models that make up the competing 

values approach are significant to the construct of 
organizational effectiveness in the study undertaken. There are 
however, inter bank variations regard the importance of each 
one of them. These interbank variations might be a result of 
the differences in the life cycle stages as proposed by Quinn 
and Cameron (1983). Accordingly, since the foreign banks are 

Variables 1 2 3 4 
Internal Process System .936 .551 .434 .275 
Human Relations System  .474 .327 .263 
Rational Goal System   .300 .276 
 Open System  
 

   .276 

R-square(adj.) .875 .952 .979 1.000 
F 4213.204 954.5

83 
779.50
7 

 

Df 1,598 1,597 1,596 1,595 
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new entrants in the economy in comparison with the other 
banks, the open systems model is reflective of the 
entrepreneurial stage where the emphasis is on flexibility and 
the focus is external. This is understandable as the 
environment presents challenges for the new organizations. All 
the energy and resources are oriented to meet these challenges. 
On the other hand, the public sector organizations are well-
established, stable organizations and the focus is more internal. 
These practice policies that stress upon control and 
formalization. Though the private sector banks are also 
relatively new to the economy, yet the level of familiarity is 
high as far as the business turf is concerned. Hence these banks 
also present an internal focus. Accordingly, in both the latter 
banking organizations, internal process systems are stronger 
predictors of organizational effectiveness. But an important 
implication that can be derived from the above is that the 
organizations need to balance and emphasize all the four 
models to be effective. 

VI. RECOMMENDATIONS FOR FUTURE RESEARCH 
    The study attempted, probably for the first time, to 
emphasize upon the importance of the perspective of the 
employees’ on the criteria regarding effectiveness. The results 
present immense implications for the policy makers of the 
banks. The measurement of effectiveness has to break through 
the narrow confines of financial calculations and pay greater 
attention to non-tangible measures. 
     However, there are certain issues that could not be 
approached by this study. Future research could examine the 
model of effectiveness in different contexts. Attempts can also 
be made to compare employee perspectives in different 
contexts e.g. manufacturing and service, or various sub 
contexts within the contexts. While ownership has been made 
a basis for comparison, other correlates like gender, length of 
service, designation, and education could also be considered.  
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