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Currently, U.S. corporations contribute approximately $6 billion to a wide 

spectrum of nonprofit organizations. These contributions concern aspects of the 

environment in which the enterprise exists and functions. As the importance of the 

contribution function increases, so must the importance placed on establishing an 

effective contribution program. Currently, little is known with regard to the criteria 

utilized in evaluating the effectiveness of corporate giving programs. 

The purpose of this study was to determine the criteria used by foundation 

directors in assessing the effectiveness of contribution programs in company-

sponsored foundations. Quinn and Rohrbaugh's Competing Values Approach of 

organizational effectiveness was used as the theoretical framework for the study. The 

Competing Values Approach is an integrative effectiveness model which clusters eight 

criteria of effectiveness into four theoretical models of organizational effectiveness. 

A total of 456 company-sponsored foundations were surveyed using a mail 

questionnaire. The 456 foundations represent all foundations giving $500,000 or 

more in 1989, 1990, or 1991. Ten research hypotheses were proposed to test 

relationships between the theoretical model of effectiveness emphasized and the 

rationale for utilizing a foundation, level of control by the sponsoring company, stage 



of philanthropic behavior, and rationale for contributing. The hypotheses were tested 

using multivariate analysis of variance (MANOVA). 

The results of this research provided two primary contributions. The study 

examined the relevance of the Competing Values Approach to company-sponsored 

foundations. Results indicated that this model is not applicable to company-sponsored 

foundations. Based on this finding, a new model is proposed which highlights 

criteria, specific to company-sponsored foundations, which are useful in examining 

foundation effectiveness. This model provides common terminology for discussing 

effectiveness and a theoretical basis for future research in the area of company-

sponsored foundations. 
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CHAPTER 1 

INTRODUCTION 

Although the concept of philanthropy can be traced back many centuries, the 

activity of corporate philanthropy became prevalent within the last century for several 

reasons. First, the corporate form of organization was uncommon until the late 1800s 

(Sharfman 1992). Second, legal cases such as the Old Colony Railway Company of 

Massachusetts in 1881 (Wren 1983) and the West Cork Railway in 1883 (Andrews 

1952; and Heald 1970) prohibited ultra vires contributions by corporations. These 

court decisions set the tone of business related contributing until the 1953 landmark 

case of A.P. Smith Manufacturing v. Barlow et al (Andrews 1952; Bremner 1988; 

Heald 1970; and Sturdivant 1977). The A.P. Smith Manufacturing case discarded the 

direct benefit notion pertaining to corporate contributions. 

Although the court mandated notion of "business relatedness" is no longer 

legally required, the concept of enlightened self-interest and strategic philanthropy are 

present in contemporary corporate philanthropy policies (Hunt 1986; Mescon and 

Tillson 1987; and Therrien 1992). An important purpose of the strategic management 

approach to corporate philanthropy is to professionalize the contribution function. 

The company-sponsored foundation is a structure which aids in 

professionalizing contribution activities. The foundation provides a formal means to 

more systematic giving (Heald 1970). To better facilitate the effective giving of 
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corporate funds, the company-sponsored foundation professionalizes the contribution 

function by setting goals and objectives, employing special staff to administer 

contributions, and evaluating the results of corporate giving (Mescon and Tillson 

1987). In evaluating the effectiveness of contributions, executives should be willing 

to apply the same analytical techniques to returns from contributions that they apply 

to other business operations (Zetlin 1990). 

Effectiveness is a central theme of organization theory (Goodman and Pennings 

1977) and is perceived to be a desirable organizational attribute. Quinn and 

Rohrbaugh (1981, 1983) developed the Competing Values Approach, a theoretical 

framework for assessing organizational effectiveness. This framework is useful in 

determining the importance of various criteria in assessing effectiveness. A purpose 

of this study is to utilize the Competing Values Framework to determine the criteria 

emphasized by company-sponsored foundation directors in assessing the effectiveness 

of their charitable activities. 

Definition of Terms 

The following terms are defined as they are used in this study. 

1. Charitable contribution - the donation of financial resources to non-profit 

institutions (White 1987). 

2. Company-sponsored foundation - a foundation which derives funds from a 

profit-making company or corporation, but is a legally separate entity from the 

sponsoring organization (National Data Book of Foundations 1992). 



3. Competing Values Framework - an integrative effectiveness model which 

clusters eight value dimensions (resource acquisition, adaptability, human 

resource development, cohesion, information management, stability, planning, 

and productivity) into four theoretical approaches of organizational 

effectiveness (open systems, human relations, internal process, and rational 

goal) (Quinn and Rohrbaugh 1981, 1983). 

4. Endowed foundation - a foundation which receives an initial sum of funds 

(endowment) and makes contributions from the interest earned on the 

endowment and/or from the endowment balance (Buchman 1982; Nelson 1970; 

and White 1987). Within a given fiscal year, the foundation must distribute 

grants amounting to a minimum of five percent of the foundation's net 

investment assets (Meckstroth 1991). 

5. Enlightened self-interest - an exchange in which business provides resources 

in dealing with social problems in order to receive public cooperation in 

meeting company goals and objectives (Kotz 1982; and Levy and Shatto 1978). 

6. Foundation - "a non-governmental, nonprofit organization with its own funds 

... and a program managed by its own trustees and directors, which was 

established to maintain or aid educational, social, charitable, or other activities 

serving the common welfare, primarily by making grants to other nonprofit 

organizations" (National Data Book of Foundations 1992). 



7. Pass-through foundation - a foundation which serves as a mechanism for 

holding charitable contributions from the sponsoring company as they are 

distributed to non-profit organizations (Buchman 1982). All gifts are 

disbursed, and the asset balance at the end of the year is zero. The amount 

received by the foundation is often based on a percentage of the sponsoring 

company's profits (Koch 1977). 

8. Philanthropy - disposition or effort to promote the happiness or social 

elevation of mankind by acts of charity; benevolence toward mankind in 

general (Anderson 1989). 

9. Strategic Philanthropy - the process of donating which demands greater 

accountability, measurable results, and higher visibility for a given 

contribution (Mescon and Tilson 1987; Therrien 1992; and Zetlin 1990). 

10. Ultra Vires - beyond the reasonable realm or chartered powers of the 

company. Ultra vires contributions are not business related. 

Statement of Problem 

Although a great amount of literature pertaining to the concept of 

organizational effectiveness exists (e.g., Cameron and Whetten 1983; Cunningham 

1977; Etzioni 1960; Georgopoulos and Tannenbaum 1957; Goodman and Pennings 

1977; Mintzberg 1991; Molnar and Rogers 1976; Quinn and Rohrbaugh 1983; and 

Yuchtman and Seashore 1967), there is a lack of empirical studies on effectiveness in 

corporate giving and company-sponsored foundations in particular. Knauft (1985) 



found that no common standards existed for assessing effectiveness in contribution 

programs. Very little has been published about the criteria utilized by company-

sponsored foundations in assessing their effectiveness. 

Theoretical Basis for the Research 

Information contained in the literature and preliminary interviews with 

company-sponsored foundations revealed the lack of a common standard for 

evaluating effectiveness in their contribution programs. Rather, individual 

foundations assess the effectiveness of their contribution programs based on various 

criteria which receive differing emphasis depending on the foundation. Thus, an 

important characteristic of the theoretical model needed for this research was its 

ability to include various criteria in assessing effectiveness. 

Quinn and Rohrbaugh's (1981, 1983) Competing Values Approach (CVA) to 

effectiveness recognizes that the importance placed on various criteria may differ 

according to individual perceptions. Additionally, the CVA was designed to provide 

a "framework that would apply to all organizations including those in the public 

sector and not-for-profit categories" (Quinn and Rohrbaugh 1981, 129). Based on 

these premises, the CVA to effectiveness was selected as the theoretical framework 

for the development of this research. 

In an effort to overcome the problem of multiple criteria (Steers 1975, 1976), 

Quinn and Rohrbaugh (1981, 1983) developed the Competing Values Framework for 

assessing organizational effectiveness. The CVA reduced Campbell's (1977) list of 



30 effectiveness indices to 16 items. These items were synthesized into eight 

empirically derived categories which are grouped into four theoretical models of 

organizational effectiveness. These theoretical models include Rational Goal, Open 

Systems, Internal Process, and Human Relations. The framework's major assumption 

is that tensions among competing needs, tasks, values, and perceptions exist within 

organizations. A more in-depth discussion of the theoretical models within the 

Competing Values framework is presented in Chapter 2. 

Effectiveness under the CVA is defined as a "value-based judgment about the 

performance of an organization" and implies that a set of criteria exists upon which 

the judgement of effectiveness is made (Quinn and Rohrbaugh 1981, 138). The 

criteria emphasized may vary according to factors such as type of unit and 

characteristics associated with the specific unit. 

In terms of determining the criteria emphasized by company-sponsored 

foundations in assessing effectiveness, the CVA appears to be appropriate. First, the 

importance of assessing effectiveness based on a variety of criteria is recognized as 

important. The set of parsimonious criteria reflects the integration of several 

theoretical perspectives which allows for a more holistic view of effectiveness. 

Secondly, the framework is intended to apply to all organizations including those 

which are not profit oriented. The application of theoretical effectiveness criteria to 

company-sponsored foundations is reflected in the purpose of this study. 



Purpose of Research 

The purpose of this study is to determine the criteria used to assess the 

effectiveness of company-sponsored foundations by surveying foundations. 

Specifically, this study examines: 

1. Which of the classic theoretical models of effectiveness are most 
emphasized in assessing the effectiveness of company-sponsored 
foundations? 

2. To what extent does the model emphasized in assessing company-
sponsored foundation effectiveness vary by stage of philanthropic 
behavior, level of control by sponsoring company, rationale for 
contributing, and rationale for utilizing a company-sponsored 
foundation? 

Significance of Research 

The concept of effectiveness is a desirable attribute and one that has received 

much attention for organizations. A need also exists for effectiveness research in the 

area of corporate charitable contribution programs. After reviewing significant 

journals in the field, dissertation abstracts, and practitioner sources, virtually no 

empirical studies were found on the assessment of effectiveness in company-sponsored 

foundations. 

As corporations engage in "strategic philanthropy" where a tangible return is 

sought, there is a need to evaluate the contribution program just as other business 

operations are evaluated for effectiveness (Zetlin 1990). If contributions are 

ineffective or fail to benefit the company, the donations add to overall costs. These 

costs ultimately reduce stockholder wealth or increase the prices of a company's 
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products or services. Thus, the firm's overall competitive advantage in the 

marketplace may be reduced. The information gathered by this study may provide 

insight into the examination of the effectiveness in sponsored foundations. This, in 

turn, may lead to changes in strategies and indirectly influence the profitability of the 

sponsoring organization. 

Examining the criteria utilized by foundation administrators to assess 

effectiveness enhances the understanding of what perceived criteria are most 

emphasized. Rather than resulting in a conclusive definition of foundation 

effectiveness, the study illustrates the criteria deemed important in assessing overall 

effectiveness. In addition, the proposed model provides a common terminology for 

discussing the effectiveness of company-sponsored foundations as well as facilitating 

communication about overall foundation performance. 

In addition, this study contributes to the existing stream of research in the area 

of the Competing Values Approach to assessing effectiveness. As a framework 

designed to be applicable to various types of organizations, this study examined the 

CVA's relevance to company-sponsored foundations and found that it lacked 

applicability with regard to company-sponsored foundations. 

Methodology 

A total of 456 company-sponsored foundations were surveyed using a mail 

questionnaire. The 456 foundations represent all foundations which contributed 

$500,000 or more in 1989, 1990, or 1991. The survey instrument was constructed 



mainly from the work of Quinn and Rohrbaugh (1983), Knauft (1985, 1990), Sethi 

(1975), and Harris and Klepper (1976). 

Based on the literature, hypotheses are presented which depict relationships 

between the criteria emphasized to assess the effectiveness in company-sponsored 

foundations and rationale for utilizing a foundation, level of control by the sponsoring 

company, stage of philanthropic behavior, and rationale for contributing. The 

hypotheses were tested using multivariate analysis of variance (MANOVA). 

Organization of the Paper 

This research paper is organized into five chapters. This chapter provides an 

overview of the study including the statement of problem, purpose of research, 

significance of research, and the methodology of the study. The following chapters 

provide further information with regard to the areas included in Chapter 1. The 

second chapter consists of a review of the literature in the areas of corporate giving, 

effectiveness in foundations and the organization in general, and variables which may 

influence the criteria emphasized to assess company-sponsored foundation 

effectiveness. 

In chapter three, the research procedure and methodology of the study are 

detailed. The fourth chapter includes the data analysis and the results of the study. 

Discussion of the results, contributions and implications of the study, limitations of 

the study, and suggestions for future research are presented in the fifth and final 

chapter. 



CHAPTER 2 

REVIEW OF LITERATURE 

This chapter is a review of literature in the area of effectiveness in company-

sponsored foundations. Initially, a historical perspective on philanthropy is presented 

to highlight the changing attitudes toward corporate philanthropy over time. Second, 

the limited number of studies examining corporate giving effectiveness are reviewed. 

Also, in the effectiveness section, the Competing Values Approach to organizational 

effectiveness is presented as a useful framework for determining the criteria utilized 

in evaluating effectiveness in company-sponsored foundations. Finally, the literature 

review identifies variables that may influence the selection of criteria utilized to assess 

effectiveness in company-sponsored foundations. 

Historical Perspective on Corporate Philanthropy 

Although the concept of philanthropy can be traced back many centuries, the 

activity of corporate philanthropy was limited until the late 19th century for several 

reasons. First, the corporate form of organization was uncommon until the late 1800s 

(Sharfman 1992; and Wren 1983). If a corporation was in existence, it was more 

common for the individual owner to donate personal wealth rather than corporate 

assets. 

10 
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Second, court cases during the late 1800s set the tone for limited corporate 

giving until the turn of the century. In 1881, the Old Colony Railway Company of 

Massachusetts supported the financial loss of a "world's peace jubilee and 

international music festival" (Wren 1983). The railway claimed the festival increased 

passenger traffic. Agreeing with the stockholders, the courts ruled that this was an 

ultra vires action because it was beyond the chartered powers of the corporation (not 

"business related"). 

The West Cork Railway case of 1883 is labeled as the precedent or definitive 

case concerning corporate donations (Andrews 1952; and Heald 1970). Not about 

corporate contributions to charity per se, the case involved the compensation of 

employees for lost jobs due to a company takeover. Lord Judge Bowden found this 

act illegal and upheld the stockholders' claim that these payments were gifts rather 

than compensation for services rendered. 

The 1896 Steinway v. Steinway and Sons and the 1899 Main v. C.B. & Q. 

Railroad cases supported corporate philanthropy as long as the donations were 

consistent with corporate goals (Andrews 1952; Heald 1970; and Sharfman 1992). 

Both of these cases involved the donation of funds to enhance employee welfare. 

Consistent with the Old Colony Railway Company Case, the courts upheld the right 

of the firms to use corporate funds for charitable purposes that were business related. 

The main corporate philanthropy endeavor during the period of 1875-1900 

included funding communities in which the business operated. In the 1880s, the 

Pullman company invested in the model industrial community of Pullman. In addition 
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to listing community service as a motive, Pullman wanted to "attract skilled labor ... 

and to realize profit in good times or bad" (Heald 1970, 8). 

Another example of corporate philanthropy during this period was the joining 

of forces between the railroads and the Young Men's Christian Association (YMCA). 

By 1890, the YMCA had established 82 facilities at railroad terminals, with most 

facilities being owned by the companies (Andrews 1952; and Heald 1970). 

Business philanthropy during the period 1900-1920 centered around three areas 

of concern (Bremner 1988; Heald 1970; and Sharfman 1992). The first concern was 

the consequences and complexities which accompanied urbanization. Corporations 

gave attention to employee living conditions, employee working conditions, and labor-

management relations. 

The second concern was the anti-business sentiment brought about by the fear 

that large organizations would threaten individual initiative and the laissez-faire 

tradition. The American opinion of big business went from favorable to skeptical. 

With skepticism came the public's questioning of corporate motives for contributing. 

Third, World War I (WWI), and the resulting increase in production, helped 

mend the skeptical attitude and unite business and community. Business contributions 

increased under the rationales of patriotism and increased profits (Heald 1970). The 

special emergency acts allowing contributions during WWI made it difficult for the 

courts to later declare contributions illegal under non-war circumstances. 

After the end of World War I came the emergence of the Community Chest 

(forerunner to the United Way). In 1919, 40 cities had Community Chests, whereas 
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in 1929 this number had increased to approximately 350 cities (Andrews 1952). The 

Community Chests collected donations and distributed funds, thus allowing 

corporations to standardize their philanthropic activity and better assess and simplify 

the requests received. 

The Great Depression created needs which the government asked corporations 

to help alleviate. President Hoover supported charitable activities during the 

Depression and relied heavily on the Community Chests and the Red Cross for aid 

(Bremner 1988; and Heald 1970). 

Although the topic of a corporate tax deduction for business contributions had 

surfaced in the late 1920s, the issue became prominent in the 1930s. Despite 

President Roosevelt's opposition to the five percent of net income tax exemption for 

charitable contributions, the deduction received final Congressional approval in 1935 

(Eels and Walton 1969; and Heald 1970). With the passing of this legislation, 

Congress began to remove the doubts concerning the legality of corporate 

contributions. Although corporations were allowed the tax deduction on 

contributions, the level of contributions did not immediately increase. Corporate 

contributions remained stable between $30-$33 million from 1936 to 1939 (Heald 

1970). 

The doubts concerning the scope of corporate philanthropy characterized by 

the 1930s were replaced by an intensified relationship between business and 

community as World War II approached. Corporate giving was stimulated due to 

patriotic motives, the social needs of wartime, and the profits from increased war 
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productivity (Heald 1970). By 1945, corporate donations reached $270 million from 

just $30 million in 1936 (Andrews 1952; and Bremner 1988). For the first time, 

corporate contributions reached the one percent level of profits (Heald 1970). An 

argument for the increase in corporate gifts was the excess profits tax of 1942 

(Andrews 1952; Bremner 1988; and Heald 1970). 

With the repeal of the excess profits tax in 1945, contributions decreased in 

1946. The level of giving rebounded in 1947 and remained at a level of 

approximately $240 million until 1951 (Andrews 1952). Sharfman (1992) states that 

the repeal of the excess profits tax had little impact due to the increased educational 

needs with the rush of veterans to colleges after the war. Corporations contributed to 

education because education was viewed as a means to obtain skilled labor, and to 

protect against socialism while maintaining a positive corporate image. In addition to 

education, American business became interested in the arts, religion, and politics in 

the 1950s (Heald 1970). 

The 1950s was a period in which corporate contributions were legitimized. 

First, the establishment of company-sponsored foundations signalled a long-term 

commitment to corporate philanthropy (Heald 1970). Second, the landmark case of 

A.P. Smith Manufacturing v. Barlow et al in 1953 discarded the "direct benefit" 

notion pertaining to corporate contributions (Bremner 1988; Heald 1970; and 

Sturdivant 1977). The ultimate effect of the A.P. Smith case was to "declare the 

doctrine of ultra vires dead" (Sharfman 1992, 19). By 1960, approximately 46 states 
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had adopted permissive legislation which allowed corporations to make donations 

without proving business relatedness (Heald 1970; and Sharfman 1992). 

The stage of spontaneous donations under immediate pressures (Pollard 1960) 

evolved into enlightened self-interest and strategic philanthropy over the thirty-year 

span from 1960 to the 1990s. Although enlightened self-interest may have always 

played a role in corporate philanthropy, the recent trend is to be more open and 

methodical about it (Hunt 1986; and Olcott 1988). Corporate contributions increased 

consistently over the thirty-year period of 1960 to 1990. From 1969 to 1986, 

corporate contributions increased more than 400 percent (Fishman 1988). In 1992, 

donations from businesses totaled $5.9 billion, down from $6.0 billion in 1991 

(Moore 1993). It is estimated that future corporate donations are uncertain with weak 

profits given as the main reason (Millar and Moore 1993). 

Epstein (1989) noted two trends in corporate charitable contributions in the 

1980s. First, the level of corporate donations increased to above one percent of pre-

tax income in the 1970s (Fishman 1988). Despite declining profits during the late 

1980s, corporate giving grew closer to two percent of pretax income (Useem, 1988). 

This level is well below the 10 percent allowed under the Economic Recovery 

Taxation Act of 1981. 

The increased demand for corporate charitable contributions due to Reagan 

administration budget cuts and the slowing economy led to the second trend in 

corporate philanthropy in the 1980s. Firms placed an increasing focus on a "bottom-

line approach" to corporate contributions (Mescon and Tillson 1987; and 
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Sebastian 1993). Milton Friedman (1962) claims giving away profits without a direct 

benefit to stockholders is like stealing from the stockholders. If the donation results 

in a greater profit in a future economic period; however, then the economic 

responsibility to the stockholders has been fulfilled. 

Consistent with Friedman's view, the "strategic philanthropy" or "enlightened 

self-interest" style of contributing postulates that companies obtain a return on 

contributions (Hunt 1986; Mescon and Tillson 1987; Therrien 1992; and Zetlin 1990). 

Enlightened self-interest is an exchange in which business provides resources in 

dealing with social problems in order to receive public cooperation in meeting 

company goals and objectives (Kotz 1982; and Levy and Shatto 1978). The concept 

of enlightened self-interest allows for the possibility that corporate objectives and 

societal needs are not mutually exclusive. 

Somewhat contrary to Friedman's view, Shaw and Post (1993) believe that a 

need for direct benefit to profit is not as applicable to the management of corporate 

contributions today. Rather, management takes a utilitarian viewpoint towards 

contributions and advances the "greatest good for the greatest number." 

Corporate contributions are viewed less as charity and increasingly as a 

corporate investment in society on behalf of corporate stockholders (Smith 1983). 

This thought is conveyed in a comment by George Weissman, Chairman of Philip 

Morris: "Our business activities must make siocial sense and our social activities must 

make business sense" ("AmEx Shows the Way to Benefit from Giving"). Anne 

Dowling, director of corporate contributions at Philip-Morris Companies agrees by 



17 

stating, " ... if I had to single out the ultimate group to whom we owed an 

explanation, it would be the shareholders of this company. They are relinquishing 

money that would normally come to them" (Greco 1993). 

Obtaining a return for charitable contributions is exemplified by the use of 

cause-related marketing and event sponsorship (DeNitto 1989; Smith and Stodghill 

1994; and Varadarajan and Menon 1988). Advocates of cause-related marketing and 

event sponsorship say that these campaigns are able to meet traditional marketing 

goals such as boosting sales and market share, or improving company image, while 

simultaneously helping causes that customers support. Critics say there is a fine line 

between doing good and self-interest. 

American Express utilized cause-related marketing in its Statue of Liberty 

Restoration Fund project in the early 1980s. Contributions were given to the fund 

each time a transaction was made by a cardholder, resulting in $1.7 million being 

raised (Maher 1984). Current examples of cause-related marketing include Avon's 

support for breast cancer research, Adolph Coor's promotion of literacy programs, 

and Kraft General Food's donations to African American student scholarships. The 

International Events Group estimated that companies invested approximately $1 billion 

in cause-related marketing campaigns in 1993 (Smith and Stodghill 1994). An 

example of improving the bottom-line via event sponsorship is the claim by John 

Hancock that it spent $1.6 million to sponsor the 1990 John Hancock Bowl game, but 

received $5.1 million in advertising exposure (McCarthy 1991). 
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An important aim of the strategic management approach to corporate 

philanthropy is to professionalize the contribution function. Contribution efforts are 

viewed as similar to more traditional functions of the firm (Useem 1988). Greco 

(1993) suggests that Total Quality Management (TQM) should be applied to corporate 

contributions. Planning and implementing continuous improvements (TQM) involves 

identifying customers, taking measurements, and reworking processes. Just as in a 

firm's operations for profit, efficiency and effectiveness are sought in a giving 

program (Zetlin 1990). To help facilitate effective giving of corporate funds, 

company-sponsored foundations and in-house contribution programs are utilized. 

These programs set goals and objectives, have special staffs to administer the 

contributions, and evaluate the results of corporate giving (Mescon and Tillson 1987). 

In summary, corporate contributions are a relatively new phenomenon having 

gained prominence in the late 1800s. Corporate contributions prior to the A.P. Smith 

Manufacturing case in 1953 were required by legal mandate to be business related. 

Although corporate contributions in the 1990s no longer need to be strictly business 

related, the trend is for contributions is to be strategically aligned with business 

interests. These interests may include the company's products or services, the 

community in which it operates, and its employees. 

The concept of strategic philanthropy indicates that a corporate contribution 

program should be held accountable for its giving activities. Contribution programs 

should be evaluated for effectiveness just as for-profit operations are evaluated with 

respect to effective operations. This study specifically examines effectiveness in 
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contribution programs administered through company-sponsored foundations. The 

following section surveys the literature in the area of effectiveness in foundations. 

Foundation Effectiveness 

Andrew Carnegie once said, "It is more difficult to give money away 

intelligently than it is to earn it in the first place" (Morris and Biederman 1985). In 

the message from the president of Foundation News. Joseph (1991, 45) cited the 

concept of effectiveness in philanthropy as an important attribute and defined it as 

a concern with how we can enhance the ability of the trustees and staffs of 
foundations and corporate giving programs to make good decisions, to reduce 
uncertainties, to relate their practices to their values, and to do so in such a 
way as to continually renew their internal lives. 

Although effectiveness in philanthropy is cited as an important attribute, only 

one empirical study has been identified in this area. In Profiles of Effective Corporate 

Giving Programs (Knauft 1985), in-depth interviews were conducted with the 

individual having direct responsibility for the contribution program in 48 large 

companies. Of the programs studied, 77 percent of the companies had foundations. 

Knauft (1985) states that no commonly accepted standard for evaluating 

effectiveness in a contribution program exists. Data from the study suggests 

excellence in contribution programs has 3 components: program management, 

character of the program, and size of the program. Program management includes 

items such as budget construction, program operation, decision-making and review 

process, and grantseeker's accessibility to the contribution program. The character of 

the program is based on the rationale for the program, involving company personnel 
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at all levels in the program, and relating company interests with community needs. 

Last, the size of the program includes establishing consistent giving levels, which may 

be based on a percentage (usually 1.5 to 2.0) of company pre-tax dollars. 

Despite differences in the practices among the contribution programs, Knauft 

identified standards of "excellence" which characterize the three components of an 

effective contribution program discussed previously. Beyer (1986) and Harvey and 

McCrohan (1988) summarize these standards as: 

1. budgeting, with long range goals for internal and external constituents, 

2. written program objectives, 

3. clearly defined priorities for giving that consider grants to nonheadquarter 
locations, based on the number of employees, revenue produced, and local 
needs, 

4. at least 20 percent of the contribution budget available for flexible funding, 

5. involvement of both top executives and lower-level employees, 

6. available and clear application procedures and guidelines, in addition to timely 
responses to requests, 

7. a proactive program that relates company interests to community needs, 

8. funding level based on a percentage of earnings, 

9. a distinction between cash contributions and noncash contributions such as 
volunteering or gifts of assets, so one is not substituted for the other. 

Overall, the contribution program should be treated like any other business function in 

the corporation (Knauft 1985). 

A second survey by Knauft (1990) examined effectiveness in nonprofit 

voluntary organizations. Although this study does not examine effectiveness in 
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corporate giving programs, the findings appear to have relevance for foundations 

because the criteria are consistent with those suggested by the study on corporate 

giving. For example, chief staff officers of voluntary organizations were asked to 

evaluate their organization's effectiveness based on such factors as providing quality 

services, relations with constituencies, efficient administration, fundraising, 

professional staff morale and development, interaction with the board, formulation of 

a formal mission statement, budgeting, and the planning, monitoring, and evaluating 

of activities. 

The Council on Foundations provides the "Principles and Practices for 

Effective Grantmaking" to all members. Though not derived from empirical data, the 

statement provides guidelines for establishing operating procedures and policies 

(Shannon 1991). The statement suggests the following ten items to improve 

effectiveness. 

1. Establishment of policies that define program interests and objectives 

2. Participation of the board in defining, implementing, and reviewing policies 
and procedures 

3. Establishment of clear guidelines for the receipt, examination, and decision-
making regarding applications 

4. Accountability beyond the requirements of the law 

5. Communication with the public and grantseekers about policies and procedures 
and program interests 

6. Inform the public concerning stewardship through publication and distribution 
of periodic reports 

7. Responsiveness to changing conditions and needs in society 
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8. Assessment of overall grantmaking results 

9. Examination of circumstances in which the accusation of self-interest may exist 

10. Interaction with others in the field of philanthropy to promote learning and 
training, possibly through association membership 

In summary, practitioners in the field of philanthropy cite effectiveness as mi 

important attribute of a giving program. Only a limited number of empirical studies 

address this concept, however. Table 1 provides a summary of the literature in the 

area of effectiveness in giving. 

Table 1. Summary of Effectiveness in Giving Literature 

Author(s) Year Summary 

Council on Foundations 1992 Principles and Practices for 
Effective Grantmaking 

Knauft 1990 Effectiveness in nonprofit voluntary 
organizations 

Harvey and McCrohan 1988 Summary and discussion of Knauft 
1985 study. 

Beyer 1986 Summary and discussion of Knauft 
1985 study. 

Knauft 1985 Evaluation of effectiveness in 
contribution programs. 

Several characteristics of effective contribution programs were presented in the 

literature. Among the characteristics mentioned were the setting of goals and 

objectives, the involvement of employees, the existence of clear guidelines and 

procedures for granting, and the availability of flexible funding to adapt to changing 

societal needs. 
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The characteristics such as those listed above are consistent with the criteria 

proposed by Quinn and Rohrbaugh's (1981, 1983) Competing Values Approach of 

organizational effectiveness. As a model for various types of organizations, the 

framework recognizes that the importance of various criteria may differ according 

individual values and perceptions (Rohrbaugh 1981). Therefore, the Competing 

Values Approach to evaluating organizational effectiveness can be extended as a 

useful tool in determining the importance placed on various criteria utilized to 

determine company-sponsored foundation effectiveness and is discussed in the 

following section. 

Competing Values Approach to Organization Effectiveness 

It is difficult to conceive of a theory of organizations that does not include the 

construct of organizational effectiveness (Goodman and Pennings 1977, 45). The 

concept of organizational effectiveness is perceived to be a desirable attribute of an 

organization; however, there seems to be a lack of consensus as to the definition of 

organizational effectiveness. 

Various models have been proposed to measure organizational effectiveness, 

each attempting to define organizational effectiveness (Bluedorn 1980; Cameron and 

Whetten 1983; Connolly, Conlon, and Deutsch 1980; Etzioni 1960; Gaertner and 

Ramnarayan 1983; Georgopoulos and Tannenbaum 1957; Goodman and Pennings 

1977; Lewin and Minton 1986; Mintzberg 1991; Molnar and Rogers 1976; Quinn and 

Rohrbaugh 1983; and Yuchtman and Seashore 1967). Cameron (1986, 540) states 
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that "as the metaphor describing an organization changes, so does the definition or 

appropriate model of organizational effectiveness." For example, a stockholder may 

define effectiveness differently than a customer based on their interaction with the 

organization. 

In an attempt to integrate the organizational effectiveness literature, Quinn and 

Rohrbaugh (1981) introduced the competing values framework. A panel of seven 

experts reduced Campbell's (1977) list of 30 indices of organizational effectiveness to 

sixteen criteria (See Table 2). 

Using a multidimensional scaling technique, three value dimensions emerged 

from the sixteen criteria. These dimensions include: organization focus, organization 

structure, and organization means/ends. Each of the value dimensions represents a 

continuum. Organization focus ranges from an internal or micro emphasis on 

personnel to a macro or external focus on the development of the organization itself. 

Organization structure conveys the extent of control or flexibility. Lastly, 

organization means/ends places an emphasis on important processes and on final 

outcomes. 

Figure 1 graphically depicts the value dimensions and the location of eight 

general values in the multidimensional space. The eight general values are resource 

acquisition, adaptability, human resource development, cohesion, information 

management, stability, planning, and productivity. 

Quinn and Rohrbaugh (1981) found that the criteria clustered into four 

theoretical approaches of organizational effectiveness: rational goal, open systems, 
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Table 2. Campbell's Effectiveness Indices 

1. Productivity 
2. Efficiency 
3. Quality 
4. Growth 
5. Morale 
6. Control 
7. Conflict/Cohesion 
8. Flexibility/Adaptation 
9. Planning and Goal Setting 
10. Information management and communication 
11. Readiness 
12. Utilization of environment 
13. Evaluation by external entities 
14. Stability 
15. Value of human resources 
16. Training and development emphasis 

* 17. Overall effectiveness 
* 18. Managerial task skills 
• 19. Job satisfaction 
* 20. Motivation 
# 21. Internalization of organization goals 
* 22. Role and norm congruence 
* 23. Managerial interpersonal skills 
# 24. Goal consensus 
* 25. Participation and shared influence 
# 26. Achievement empahsis 
# 27. Accidents 
* 28. Absenteeism 
* 29. Turnover 
* 30. Profit 

Indicates criteria eliminated by Quinn & Rohrbaugh 
Sources: Campbell, 1977; Quinn & Rohrbaugh, 1981 
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internal process, and human relations. Each of these approaches are discussed in 

relation to their definition of organizational effectiveness, application to company-

sponsored foundations, strengths, and weaknesses. 

Rational Goal Model 

The rational goal model is located in the lower-right quadrant and emphasizes 

the organization and control. According to the Competing Values Approach, 

emphasis is placed on the effectiveness criteria of planning and goal setting (as means) 

and productivity and efficiency (as ends). 

The goal model is the oldest and most traditional evaluation method and is 

widely accepted by organizational theorists (Georgiou 1973; Strasser, Eveland, 

Cummins, Deniston, and Romani 1981; and Yuchtman and Seashore 1967). Simon 

(1964) states that the goal appears indispensable to organizational theory. A goal is a 

target to aim for and a standard by which to evaluate the adequacy of performance 

(Locke and Latham 1990). Under this model, effectiveness is defined in terms of the 

degree to which an organization accomplishes its goals. Daft (1992) refers to the goal 

model as a logical approach because organizations try to attain specified levels of 

output, profit, or client satisfaction. 

The literature gives a great deal of attention to distinguishing between the use 

of official goals and operative goals in assessing effectiveness (Etzioni 1960; Gaertner 

and Ramnarayan 1983; Keeley 1978, 1984; and Strasser, et al 1981). Perrow (1961) 
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defines official goals as formally communicated objectives and operative goals as an 

organization's actual goals which reflect choices among competing values. Official 

goals are criticized as standards of organizational performance because they tend to be 

non-operational. They reflect future states that are either too vaguely defined or too 

divergent from actual operating objectives (Keeley 1978). Therefore, the concept of 

operative goals is predominantly used in the goal model for assessing organizational 

effectiveness. 

With respect to a company-sponsored foundation, defining goals and objectives 

and formulating a formal statement of the foundation's mission are examples of 

criteria in the rational goal model (Knauft 1985; and Shannon 1991). A second set of 

criteria involves the planning, monitoring, and evaluating of program activities (Dunn 

and Babbitts 1991; Knauft 1990; and Shannon 1991; Troy 1980). Lastly, providing a 

quality service and responding to proposals in a timely manner reflect productivity 

(Dunn and Babbitts 1991; and Knauft 1990). 

One advantage of the goal approach is that certain goals can be easily 

measured. Measurements such as profitability, return on investment, and market 

share are typically evaluated by the firm. In addition, the difficulty of goal-

identification is manageable if the research focus is on organizational goals that the 

major decision-makers actually pursue (Price 1972). 

Steers (1976) states an additional advantage of the goal approach in evaluating 

effectiveness is that organizational success is measured against organizational 

intentions rather than against the investigator's value judgement. Contrary to this 
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view, Etzioni (1960) claims the goal model is less objective than it appears because of 

a bias that is caused by the Utopian approach to social change. If organizational goals 

are confused with individual goals, a bias toward the values of those who have the 

most to gain by the attainment of a given goal may exist (Keeley 1984). 

A weakness of the goal model is that general measures of effectiveness have 

not been developed (Cameron and Whetten 1983). An example of this is the 

inappropriateness of profitability as an effective measure for a not-for-profit 

organization such as a library. Price (1972) states that general measures promote 

measurement standardization which, in turn, facilitates comparison. A second 

weakness is that if goals are too low or misplaced, an organization would be 

ineffective even though it is deemed effective by definition (Cameron 1980). 

There is difficulty in measuring effectiveness in organizations that attempt to 

achieve more than one goal. Price (1972) postulates that the difficulty of multiple-

goal organizations may be overcome by weighting each objective according to its 

importance to determine a meaningful single-value effectiveness rating. 

Both Etzioni (1960) and Steers (1976) feel that goal maximization is probably 

not possible. Alternately, they suggest that effectiveness be viewed in terms of 

optimization. Within the context of optimization, effectiveness is measured by the 

degree to which an organization realizes its goals within a given set of constraints. 

Simon (1946) argues that organizations should accept satisfactory rather than 

maximum performance under conditions of bounded rationality. Bounded rationality 

means that managers can act rationally only to a point because they can never acquire 
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full or perfect information about intended courses of action. By satisficing (accepting 

a satisfactory rather than a maximum level of performance) across numerous criteria, 

the organization can achieve several goals simultaneously. 

A final weakness of the goal model is in defining organizational effectiveness 

in relation to goals. The system characteristics of organizations, and consequently 

organizational effectiveness, are often not fully represented (Strasser, et al 1981). 

This limitation is the basis for the open systems model. 

Open Systems Model 

The open systems model stresses the interaction between the organization and 

its environment and flexibility. Flexibility and readiness (as means) and growth, 

resource acquisition, and external interaction (as ends) are the effectiveness criteria 

stressed. 

An early model of organizational effectiveness by Georgopoulos and 

Tannenbaum (1957) utilized the systems framework and concluded that the concept of 

effectiveness could best be understood in terms of productivity, flexibility, and the 

absence of intra-organizational strain. The open systems model defines organizational 

effectiveness as " . . . the output of goods or services to the environment of kinds and 

amounts that assure continued and adequate inputs to the system" (Cameron and 

Whetten 1983, 57). 
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Cunningham (1978) indicates the criteria of organizational effectiveness are 

derived from requirements an organization must meet in order to work effectively 

within a given situation. The requirements "relate to: 

1. The organization's ability to search out and respond to the properties 
of the external environment; 

2. The organization's ability to use its resources in producing outputs 
and in maintaining and restoring the system; and 

3. The organization's ability to bargain and optimize its use of resources 
in an environment with a number of decision makers, each with 
different objectives" (Cunningham 1978, 635). 

Company-sponsored foundations need to maintain relations with constituencies 

in the environment (Knauft 1990). In addition, criteria of readiness and flexibility are 

needed to be responsive to the changing conditions in society and changing needs of 

grantseeking organizations (Shannon 1991). Knauft (1985) suggests that contribution 

programs should be proactive in their approach and make 20 percent of the 

contribution funds available for flexible funding. 

The open systems model is useful when indicators of performance are difficult 

to obtain (Daft 1992). The previous example of the inappropriateness of profitability 

as an effectiveness measure for a library can be overcome by evaluating the library 

based on its ability to obtain scarce and valued resources. A theoretical general 

framework for various types of complex organizations is provided by the open 

systems model. A second strength of the open systems model is that it recognizes the 

importance of organizational relations with the environment as a factor in determining 
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effectiveness (Cunningham 1978; Etzioni 1960; Seashore and Yuchtman 1967; and 

Yuchtman and Seashore 1967). 

The demands and cost to the researcher are limitations of the open systems 

model. The open systems model requires more effort than a study utilizing the goal 

model (Etzioni 1960). Assessing effectiveness using the systems model requires that 

the researcher determine an effective allocation of means. This may require 

considerable knowledge of the functions within the organization under study. 

Additionally, the model is difficult to operationalize because of the hardship in 

defining the component parts of the system (Strasser, et al 1981). 

Although the open systems model assesses effectiveness based on an 

organization's ability to interact with its environment, the utilization of resources and 

internal activities are sometimes more important than the acquisition of resources 

(Daft 1992). The utilization of resources and internal operations as measures of 

effectiveness are consistent with the internal process approach. 

Internal Process Approach 

The internal process model is located in the lower left quadrant and places an 

emphasis on control and internal focus. It stresses information management and 

communication as means to the ends of stability and control. Organizational 

effectiveness is defined as internal organizational health and efficiency via internal 

processes and procedures (Cameron 1981). 
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Mintzberg (1991) defines an effective organization as one which is able to 

manage the contradictory internal forces. Several criteria for system effectiveness are 

given in the literature (Argyris 1964; Beckhard 1969; Cameron 1980; and Lewin and 

Minton 1986). These criteria include: 

1. The flow of relevant information both vertically and horizontally; 

2. Social and technological fit; 

3. Decision making that prevents the recurrence of problems; and 

4. Increasing the problem solving, decision making, and implementing 
processes. 

In relation to company-sponsored foundations, criteria such as providing clear 

internal guidelines for receiving, examining, and deciding on grant applications 

(Shannon 1991; and Wilbur 1993) and communicating these guidelines to the public 

and grantseekers are important for effective giving (Dunn and Babbitts 1991; 

Knauft 1985; and Shannon 1991). In addition, communication with the public should 

be accomplished through the publication and distribution of periodic reports 

(Shannon 1991). Stability is also an important criteria. Stability of giving is achieved 

by using reserve funds to maintain contribution levels during times of decreasing 

profits (Anderson 1989; Heald 1970; and White 1987). 

An advantage of the internal process approach is that it enlarges the scope of 

the effectiveness concept by not focusing exclusively on output (Goodman and 

Pennings 1977). It examines internal factors which may account for variations in 
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organizational effectiveness and also considers the subunits within the organization 

(Cameron 1981; Goodman and Pennings 1977; and Lewin and Minton 1986). 

A weakness of the internal process is the difficulty in identifying, measuring, 

and reporting on processes and activities within the organization (Haberstroh 1965; 

and Gaertner and Ramnarayan 1983). Because processes have a tendency to be firm 

specific, the generalizability and prescriptive power of results is limited (Gaertner and 

Ramnarayan 1983; and Scott 1977). An additional limitation is the internal focus and 

the disregard for the organization-environment interaction. Similar to the internal 

process model, the human relations model also has an internal focus. 

Human Relations Model 

The human relations model incorporates the values of an internal focus and 

flexible structure and emphasizes the dimensions of cohesion and morale (as means) 

and human resource development (as an end). Employees are the primary 

determinant of ultimate organizational performance (Steers 1976). Likert (1973) 

places emphasis on the human aspect as an initial step in organizational evaluation 

because all practices and procedures flow from the people within the organization. 

The human relations approach equates organizational effectiveness with 

employee satisfaction, morale, cohesion, loyalty, training, and skills (Cameron 1981; 

Friedlander and Pickle 1968; Hitt 1988; Likert 1958, 1973; Mayo 1933; McGregor 

1960; and Weiner 1988). From a company-sponsored foundation perspective, staff 

morale and cohesion are important. In addition, Knauft (1990) suggests that a strong 
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working relationship between the foundation contribution staff and the Board of 

Trustees promotes effectiveness. Last, training for the staff and board help to 

facilitate effectiveness (Knauft 1990; Macallister 1991; Morris and Biederman 1985; 

Rosebush 1988; and Wilbur 1993). 

An advantage to this model is the belief that organizational performance can be 

improved if employee satisfaction, loyalty, and morale are increased (Beckhard 1969; 

Drucker 1954; and Odiorne 1974). Conversely, Perrow (1979) questions whether 

satisfaction is a determinant for either individual or organizational productivity. An 

additional limitation is the inherent subjectivity involved in operationalizing behavioral 

characteristics. 

In addition to considering the four models of effectiveness discussed previously 

and integrating various perspectives on organizational effectiveness, Quinn and 

Rohrbaugh's competing values framework provides additional advantages over 

existing models. First, the multiple levels of analysis problem is alleviated because 

all sixteen criteria utilized in the model are at the organizational level. Second, the 

problem of multiple criteria is overcome by " ... reducing the list to a parsimonious 

set of discrete and well-defined criteria" (Quinn and Rohrbaugh 1981, 137). 

An additional strength is the recognition that the importance of various 

criteria may differ across coalitions. Organization effectiveness is defined as a value-

based judgement about the performance of an organization. Quinn and 

Rohrbaugh (1981, 139) state: 
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This definition implies that a set of criteria exists upon which the value-based 
judgement of effectiveness is typically made. The criteria will be weighted 
very differently by different coalitions. These weightings will vary according 
to individual values, hierarchical position, types of unit, external or internal 
perspective ... and numerous other factors ... The significance of the present 
framework is that it delineates the set of criteria upon which the effectiveness 
judgements are made. 

This definition of organization effectiveness is consistent with the multiple-

constituency view. The constituency model indicates that organizational effectiveness 

is contingent upon whom one is asking. Therefore, because constituents are involved 

with an organization for various reasons, the reasons will be reflected in a variety of 

different evaluations of the same organization. Under the constituency model, an 

organization is effective to the extent that the interests of one or more constituencies 

of an organization is satisfied (Connolly, Conlon, and Deutsch 1980; Keeley 1984). 

Factors in the environment and within the organization are considered 

simultaneously, allowing for a broader perspective of the organization. Further, the 

concept of social responsibility (organizations having societal obligations which 

transcend economic functions) is included, which is not considered in the more 

traditional approaches (Daft 1992). 

Cameron (1980) believed that the constituency model is limited by the 

constituencies' conflicting preferences and expectations for the organization. 

Therefore, a consensus on effectiveness may never be achieved; only the various 

constituents' perspectives are available. When effectiveness is measured by the 

subjective judgment of the constituencies, these measures may be biased by the rater 

(Tsui 1990). 
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A possible limitation of the Competing Values Approach to organizational 

effectiveness is that the dimensions provide contradictions. For example, opposite 

values such as flexibility versus control may seem contradictory. Although these 

concepts are at opposite locations within the model, "this does not require that they 

are mutually exclusive in actual organizational environments" (Quinn and 

Rohrbaugh 1983, 374). The values and theoretical models exist simultaneously, but 

will not all receive the same emphasis. Quinn and McGrath (1982) counter this 

argument by stating that managers live in a world of multiple dilemmas and tradeoffs. 

Thus, the model provides a realistic tool for diagnosis and change. The model is 

designed to illustrate perceptions of these tradeoffs and indicate where the greatest 

emphasis is placed (Thompson, McGrath, and Whorton 1981). 

Lastly, the Competing Values Approach does not indicate which organizational 

profile is most desirable. Thompson, McGrath, and Whorton (1981) counter this 

argument by stating that normative models ignore the question of "goodness of fit" to 

an organization. 

Application of the Competing Values Framework 

The competing values framework has been utilized in various disciplines. In 

addition to evaluating effectiveness, the competing values framework has been used to 

evaluate group decision processes (Reagan and Rohrbaugh 1990), determine social 

agency management curriculum content (Edwards 1986), and effective leadership 

(Quinn 1988). Using dimensions different than effectiveness dimensions, Quinn, 
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Hildebrandt, Rogers, and Thompson (1991) used the concept of competing values and 

proposed a framework to analyze presentational communication in management 

contexts. Likewise, the Spring 1993 edition of Human Resource Management is a 

special issue on applications of the Competing Values Framework in situations other 

than the examination of effectiveness. 

Although the competing values approach is a useful tool for diagnosis and 

change, there appears to be a limited number of empirical studies which utilize this 

approach to determine effectiveness (Quinn and Cameron 1983; Edwards, Faerman, 

and McGrath 1986; and Rohrbaugh 1981). Rohrbaugh (1981) operationalized the 

Competing Values Approach in assessing the effectiveness of an employment service. 

A questionnaire containing various items pertaining to organizational effectiveness was 

administered to employees and managers in thirty offices. Responses to the questions 

were factor analyzed and revealed eight factors underlying the data. These factors 

included stability, cohesion/morale, planning, flexibility, productivity, information 

management, growth, and human resources. The eight factors were consistent with 

the eight dimensions of organizational effectiveness suggested by the competing values 

framework (Quinn and Rohrbaugh 1981). 

Subjective responses provided by the questionnaire were complemented with 

both interviews and office records. Interviews and office records provided thirteen 

additional indicators which were grouped under the eight dimensions. Included in the 

additional indicators were measures such as percentage change in office budget, 

number of client placement transactions, level of education, and number of staff 
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meetings per month. Thus, indices of the eight effectiveness dimensions were 

obtained from multiple data sources, increasing reliability. 

Composite performance scores on the effectiveness criteria were compiled and 

plotted in various combinations. Profile comparisons were possible between 

employees and management, and offices in different locations. The profiles did not 

provide an absolute answer regarding organizational effectiveness. Rather, the 

framework is a useful tool in revealing various dimensions of effectiveness and the 

organizational emphases that underlie the dimensions. 

In addition, the competing values framework was utilized in a longitudinal 

(two periods) assessment of organizational effectiveness in 30 offices providing 

employment counseling and employment-related services (Edwards, Faerman, and 

McGrath 1986). Several of these offices went through major changes during the one 

year period, with data being gathered before and after the change. 

Similar to the Rohrbaugh (1981) study, measures for each of the eight 

dimensions of organizational effectiveness identified by the competing values 

framework were obtained through questionnaires, interviews, and archival data. The 

performance profiles of the 30 firms were mapped, providing a means of comparing 

the performance of an organization at two points of time and also a comparison 

between offices. 

This section has examined the Competing Values Approach (CVA) to 

organizational effectiveness. The CVA is an attempt to integrate the organizational 

effectiveness literature. A three-dimensional integration of the criteria resulted in the 
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identification of four theoretical models of organizational effectiveness. The four 

models include Rational Goal, Open Systems, Internal Process, and Human Relations. 

The CVA proposes that all four of the models exist simultaneously within the 

organization, but not all will receive equal priority in assessing overall effectiveness. 

An overview of the organizational effectiveness and the Competing Values Approach 

literature is presented in Table 3. 

Factors Influencing the Selection of Effectiveness Criteria 

The Competing Values Approach discussed in the previous sections has been 

used to assess effectiveness in various settings and types of organizations. As the 

organization type changes, so may the organizational characteristics that influence 

effectiveness (Quinn and Rohrbaugh 1981; and Quinn and Cameron 1983). The 

criteria used to assess company-sponsored foundation effectiveness may be influenced 

by the rationale for utilizing a foundation to contribute, the level of control by the 

sponsoring company, the stage of philanthropic behavior, and the rationale for 

contributing. Each of these characteristics will be discussed in the following sections. 

Rationale for Utilizing a Company-Sponsored Foundation 

The company-sponsored foundation is a relatively recent phenomenon in the 

organization of corporate contributions. Prior to 1938, there were only 19 company-

sponsored foundations. The concept grew rapidly and by 1965 nearly 1,500 

corporate-sponsored foundations existed (Barnes 1974). Currently, approximately 
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Table 3. Overview of Organizational Effectiveness and Competing Values 
Approach Literature 

Author(s) Year RGM OSM HRM IPM CVA 
Mintzberg 1991 X X 
Tsui 1990 X 
Hitt 1988 X 
Wiener 1988 X 
Edwards, et al 1986 X 
Lewin & Minton 1986 X 
Cameron & Whetten 1983 X X X X 
Gaertner & Ramnarayan 1983 X 
Quinn & Rohrbaugh 1983 X 
Quinn & Cameron 1983 X 
Quinn & McGrath 1982 X 
Cameron 1981 X X 
Quinn & Rohrbaugh 1981 X 
Rohrbaugh 1981 X 
Strasser, et al 1981 X X 
Thompson, et al 1981 X 
Cunningham 1978 X 
Keeley 1978 X X 
Cunningham 1977 X X 
Goodman & Pennings 1977 X X X 
Molnar & Rogers 1976 X X 
Steers 1976 X 
Steers 1975 X 
Georgiou 1973 X 
Likert 1973 X 
Price 1972 X X 
Mahoney 1969 X 
Friedlander & Pickle 1968 X 
Seashore & Yuchtman 1967 X 
Yuchtman & Seashore 1967 X 
Etzioni 1960 X X 
Georgopoulos 1957 X 

RGM=Rational Goal Model OSM=Open Systems Model CVA=Competing 
1PM=Internal Process Model HRM=Human Resource Model Values Approach 
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1600 company-sponsored foundations are in operation (1992 Corporate Foundations 

Profiles). 

Two developments predominantly led to the establishment of many company-

sponsored foundations and large endowment grants in the 1950s. The first was the 

initiative by corporate leaders, such as Frank W. Abrams of Standard Oil of New 

Jersey and Alfred P. Sloan, Jr. of General Motors, to increase contribution levels and 

advance the sophistication of giving (Zurcher 1972). The second development was 

the assessment of the excess profits tax during World War II and the Korean War 

(Anderson 1989; Bremner 1988; Heald 1970; Koch 1979; and Zurcher 1972). 

During the excess profits tax years of 1942-45 and 1950-53, 934 company-sponsored 

foundations were organized (Nelson 1967). 

The excess profits tax made it relatively attractive for corporations to make 

contributions to foundations. The highest tax rate on corporate income reached 91 

percent at the end of World War II and 82 percent in 1952 (Sturdivant 1977). If a 

corporation was in the 82 percent tax bracket, contributions could be made at an 

expense of only $.18 per $1.00 donated in 1952. Thus, the excess profits tax allowed 

companies to make large endowments to the foundation at a relatively lower cost. 

The establishment of a company-sponsored foundation provides several 

advantages over a direct corporate giving program. In addition to the tax advantages 

discussed previously, the most cited advantage for utilizing a foundation is to stabilize 

corporate giving (Anderson 1989; Bremner 1988; Church 1960; Fraser 1990; Heald 

1970; Koch 1979; Nelson 1970; Troy 1982; Watson 1973; White 1987; and 
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Zurcher 1972). By building a reserve of assets during profitable years, contribution 

levels can be maintained if the parent company suffers poor earnings. Therefore, 

larger contributions to the foundation can be made during good years, and in lean 

years the cash flow can be routed to other more pressing business concerns. This 

practice shields contribution recipients from the uncertainty of the business cycle and, 

in turn, the uncertainty of funding resources. 

An additional rationale for utilizing a foundation is the advantage of 

formalizing the contribution process (Church 1960; Fraser 1990; Heald 1970; 

Plinio 1983; Troy 1982; and Watson 1973). The company-sponsored foundation 

provides a formal means to more systematic giving (Heald 1970). As the foundation 

employs persons trained and knowledgeable in the area of charitable contributions, 

giving should become more coordinated and systematic (Fraser 1990; and 

Watson 1973). Projects are reviewed and investigated more carefully, resulting in 

accurate and detailed information with which to make decisions. 

The decision to contribute is based on a formalized process for gathering 

information and evaluating requests. Through the formalized process, corporate 

officials are relieved from pressures to personally investigate projects and be 

responsible for contributions (Ward and Aronoff 1993; Watson 1973; and 

White 1987). 

A final advantage in employing a foundation is that formal planning for 

contributions occurs. Foundations establish goals, objectives, and philanthropic 

budgets (Church 1960; Watson 1973; and Zurcher 1972). The formal declaration of 
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an established program conveys the corporation's long-term commitment to donating 

and allows for evaluation based on stated goals and budgets (Bremner 1988; 

Heald 1970; and Zurcher 1972). 

Level of Control bv the Sponsoring Company 

Technically, company foundations are legally independent of the sponsoring 

organization, but rarely are the foundations autonomous from the policies and 

interests of the founding business (Kroll 1991; Troy 1982; and Zurcher 1972). As a 

channel for gifts donated by the company, the foundation is influenced by the 

philanthropic policies and requirements of the parent company (Zurcher 1972). 

Control can be exerted by the sponsoring firm through the source of foundation 

funding, the composition of the foundation board of trustees, and the foundation 

director also having a dual corporate role (Nason 1977; Troy 1982; and 

Zurcher 1972). 

Source of Funding 

Company-sponsored foundations can be classified as either endowed or pass-

through. An endowed foundation has an asset balance on which interest income is 

earned and contributions are made from these earnings (Buchman 1982; Nelson 1970; 

and White 1987). According to the Economic Recovery Tax Act of 1981, the 

minimum payout requirement for endowed foundations is equal to five percent of net 

investment assets (Meckstroth 1991). For an endowed foundation, productivity can 

be measured by the ability to earn a return on foundation assets (Buchman 1982). 
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In contrast, a pass-through foundation retains a zero asset balance from year to 

year. This foundation serves as a mechanism for donations to pass from the 

corporation to non-profit organizations (Buchman 1982). The pass-through 

foundation's budget is often based on a percentage of the sponsoring company's 

pretax corporate income (Koch 1977). Coy (1992) reported that nearly half of the 

corporations responding to a 1990 survey by the Council on Foundations allocated 

grants according to a pretax formula. Thus, the foundation's budget is dependent on 

the sponsoring company's profits, rather than on earning a return on existing 

foundation assets. 

It is interesting to note that utilizing a strictly pass-through foundation 

contradicts the most cited rationale for establishing a foundation over a direct giving 

program - stability of giving. If all funds received are distributed and no funds are 

held in reserve for years when poor company profit performance occurs, then this 

advantage is eliminated. 

Most company foundations are not a pure form of either an endowed or pass-

through foundation (Nelson 1970; and White 1987). Company-sponsored foundations 

tend to fall on a continuum between being fully endowed and being a strictly pass-

through foundation. Although the General Motors Foundation and the American 

Honda Foundation are fully endowed (Coy 1992), it is uncommon for company 

foundations to have built the endowment level to the point that investment earnings 

support a major part of their spending programs (Nelson 1970; and White 1987). 
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Nelson (1970) examined 177 company foundations, of which only six had 

incomes large enough to finance more than 60 percent of expenditures. Overall, 

investment income accounted for approximately one-fourth of total expenditures for 

the 177 foundations. The investment income from the endowed foundation was 

usually supplemented by periodic transfusions of funds from the sponsoring 

corporation. In addition to the source of funding, a second source of control by the 

sponsoring company over the foundation is the composition of the foundation board of 

trustees. 

Foundation Board of Trustees Composition 

The individual and collective character of the trustees has an important impact 

on the functioning of the foundation (James 1973). Zahra and Pearce (1989) state that 

the major role of the board is to provide guidance and direction relative to the 

demands of society. It is not uncommon for the foundation's board of trustees to be 

composed of corporate officers or directors (Andrews 1965; Healey 1991; 

Nelson 1967; Troy 1982) who tend to view the foundation's needs from a sponsoring 

company perspective (Hillman 1980; and Nielsen 1972). 

Troy (1982) found that 80 percent of company-sponsored foundation boards 

included members of the corporate board of directors. The practice of placing 

corporate directors on the foundation's board of trustees is similar to the concept of 

interlocking directorates. Daft (1992) defines an interlocking directorate as a formal 

linkage that occurs when a member of the board of directors of one company sits on 
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the board of directors of another company. The individual serves as a communication 

link between the organizations and can influence policies and decisions. 

In contrast to placing internal company executives and directors on the 

foundation board, Troy (1982) found that outside board members were present on 

only approximately one-third of the foundation boards. By adding outsiders to a 

board, top management becomes accountable to key stakeholders in the company's 

task environment (Kesner and Johnson 1990). Nason (1977) adds that adding an 

outside member reflects community concerns and would strengthen the performance 

of the company foundation. Additionally, an outside member brings a different 

perspective or insight (Healey 1991; Hillman 1965; and Nason 1977). In addition to 

the source of foundation funding and composition of the foundation board of trustees, 

sponsoring company control can be exerted through a foundation director who has a 

position within the firm. 

Dual Role of Foundation Director 

Executives who manage corporate foundations generally have two titles - a 

corporate title and a foundation title (Kroll 1991; and Hillman 1965). Foundation 

directors are generally on the company payroll for at least a portion of their salary 

and also receive parent company fringe benefits and other perquisites (Andrews 1965; 

and Zurcher 1972). Unlike an independent director whose "first loyalty would be to 

the cause of philanthropy," the foundation director who has corporate ties is likely to 

have goals consistent with corporate objectives and interests (Zurcher 1972, 127). In 
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addition, Zurcher (1972) warns that a full-time director who was an employee of the 

sponsoring company prior to taking the director position will have a tendency to gear 

decisions toward the values of the sponsoring company foundation. 

In summary, control can be exerted by the sponsoring firm through the source 

of funding to the foundation, the composition of the foundation board of trustees, and 

a foundation director with a dual corporate role. The control exerted by the 

sponsoring company may influence the grants made by the company foundation. The 

types of grants made by the foundation may influence the stage of philanthropic 

behavior in which the foundation is categorized. 

Stage of Philanthropic Behavior 

Quinn and Cameron (1983) employed the competing values framework to 

determine if effectiveness criteria changed as an organization evolved through 

different stages of the organization life cycle. An integration of existing literature on 

organizational life cycle resulted in a four-stage cycle: entrepreneurial, collectivity, 

formalization and control, and structure elaboration. An organization can pass 

through a stage very rapidly or very slowly (Cameron and Whetten 1981). Because 

of the flexibility in the time required to pass through the stages, Lippitt and Schmidt 

(1967) postulate that age and stage of development are poorly correlated. 

Quinn and Cameron (1983) proposed that the criteria of effectiveness would 

change as an organization progressed through the stages of development. 

Specifically, they hypothesized that the emphasis placed on a particular model of 
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effectiveness (goal, opens systems, internal process, and human relations) would 

change as the organization progressed into a different stage. 

To test the propositions, a developmental center in the New York State 

Department of Mental Hygiene was observed over a three year period (1974-1976). 

Data were collected using interviews, observations, and archival techniques. Quinn 

and Cameron (1983) found evidence which suggested that the changes in the dominant 

criteria of organizational effectiveness (and the emphasis placed on an effectiveness 

model) followed the proposed pattern. 

The notion of an organization passing through stages of development is similar 

to Sethi's (1975, 60) view that corporate behavior is a "three-state phenomenon based 

on a changing notion of legitimacy from very narrow to broad." Corporate behavior 

develops through the states of social obligation, social responsibility, and social 

responsiveness. 

With respect to the philanthropy dimension of corporate behavior, the initial 

state of social obligation refers to the corporation contributing only when a benefit to 

the firm is clearly shown. If a benefit is not clear, contributions should be the 

responsibility of the employee. 

In the second state, social responsibility, an organization contributes to 

noncontroversial and established causes. Contributing to the United Fund and 

matching employee contributions are examples of this state. Brittingham and 
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Pezzullo (1990) state that foundations appear to have conservative interests, tend to 

follow the lead of other large foundations, and favor more established agencies in 

conventional fields of interest. 

Social responsiveness is the third state. In addition to incorporating the 

activities of the second state, the corporation contributes to innovative and possibly 

controversial groups whose needs are deemed unfulfilled and increasingly important. 

Foundations in the social responsiveness state anticipate needs in the environment and 

are willing to act upon these needs (Sethi 1975). 

Contrary to Brittingham and Pezzullo (1990), a recent survey by a 

philanthropic consulting firm found that the level of risk tolerance may be increasing. 

According to the study, 79 percent of the respondents believe "some degree of risk" 

is acceptable within their firm's contributions program (Higuera 1992). Despite their 

acceptance of some degree of risk, 26 percent of the same respondents described 

themselves as risk averse. This risk aversion supports the claim that some 

foundations limit themselves to noncontroversial activities and are more often 

conformist than bold (Brittingham and Pezzullo 1990; and "Philanthropy, Meet 

Controversy" 1990). 

The recent controversial funding issue of abortion provides an example of 

firms in the latter two stages of corporate philanthropic behavior (social responsibility 

and social responsiveness). In the early 1990s, corporations such as Dayton Hudson, 

the J.C. Penney Company, and American Telephone and Telegraph (AT&T) were 

attacked for contributing to Planned Parenthood (Keller 1990; and David 1993). 
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Planned Parenthood provides funding to clinics performing health services, one of 

which is abortions. 

Dayton Hudson initially withdrew funding from Planned Parenthood because 

of the negative publicity generated. This decision was later reversed when customers 

sent in cut-up credit cards protesting the withdrawal of funds. This is an example of 

a company in the third stage (social responsiveness) of corporate philanthropic 

behavior. 

In contrast to Dayton Hudson, AT&T and J.C. Penney withdrew their funding 

from Planned Parenthood after receiving pressure from anti-abortion activists. These 

companies would be classified in the second stage (social responsibility) of 

philanthropic behavior because of their unwillingness to contribute to a controversial 

cause. 

The level of risk that a company is willing to take in making contributions 

varies among companies. As was illustrated by the above examples, some companies 

are more willing to contribute to controversial causes than are others. Donating to a 

controversial cause has an effect on the corporate image projected to society. 

Corporate image is an important overall rationale for making corporate contributions. 

In addition to enhancing corporate image, various other rationales for contributing 

exist. These rationales for making charitable contributions are covered in the next 

section. 
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Corporate Rationale for Contributing 

A limited number of empirical studies exist which attempt to gain insight from 

a managerial perspective into motives for corporate contributions (Harris and 

Klepper 1976; Holmes 1976; Maddox 1981; Tudor 1988; and White and Bartholomeo 

1982). These studies reflect the presence of a multitude of rationales for corporate 

contributions. As the following discussion will illustrate, the various rationales are 

consistent with enlightened self-interest as an overall rationale. Altruism, 

contradictory to the concept of enlightened self-interest, was mentioned in only one 

(Harris and Klepper 1976) of the five empirical studies. 

Tudor (1988) obtained results from 138 corporate charitable givers with 

contributions in excess of $500,000 annually. Factor analysis on responses identified 

six (6) motivating factors which accounted for 66.8 percent of the variance. The six 

factors include: 1) supporting favored charities of senior executives, 2) industry 

competition pressures, 3) enlightened-self interest, 4) product promotion, 

5) advertising, and 6) personal image enhancement of the decision-maker. In terms 

of importance, enlightened self-interest served as an overall motive. 

Also, in response to an open-ended question requesting participants to identify 

benefits to giving, community enhancement and corporate image enhancement were 

frequently identified. Specifically, 83.9 percent of the total responses were 

characterized by four major responses: community involvement (31.7), enhancing 

corporate image (26.7), sense of corporate responsibility (16.2), and improved 

employee relations or benefits (9.3). 
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The public opinion research firm of Yankelovich, Skelly, and White conducted 

a study on giving motives (White and Bartholomeo 1982). Commissioned by the 

Council on Foundations, the study examined the motivations, rationales, and attitudes 

of 219 CEOs of companies with annual sales exceeding $25 million. Seventy percent 

of the CEOs gave enlightened self-interest as a rationale for giving. Community 

improvement in order to benefit employees and to improve the business environment 

in which the firm operated was cited by two-thirds of the respondents. One-third of 

the CEOs perceived improved corporate image as a rationale while 25 percent 

expected contributions to result in improved employee recruitment and an increase in 

profits. 

Maddox (1981) conducted personal interviews with 166 corporate executives in 

10 cities across the country. Corporate responsibility was considered an important 

priority for contributing by 88 percent of the respondents. Maddox (1981, 58) 

defined corporate responsibility as the responsibility to "the community and 

employees as well as the stockholders and customers." From executive comments 

and responses to the proposed rationales, Maddox determined that corporate 

responsibility was composed of enhancement of long-run profits and enhancement of 

the firm's public image. 

Long-term profit enhancement included improvement in the quality of life 

(health, welfare, and cultural environment of the community) in communities 

surrounding the firm, improvement in educational institutions, maintenance of the 

private sector, improvement in not-for-profit sector efficiency, improvement in 
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employee morale, and to complement internal research and development. 

Enhancement of the firm's public image recognizes the benefits in increasing the 

recognition of the firm name, but most executives viewed this as affecting community 

goodwill rather than advertising for specific products. 

One of the most cited studies asked 417 Chairmen and Presidents of 

corporations to indicate the most important rationale from a company perspective for 

contributing (Harris and Klepper 1976). The list of reasons, in descending order of 

importance, included 1) corporate citizenship, 2) protecting and improving the 

business environment, 3) employee benefits, 4) public relations, 5) commitment by 

directors or senior officers, 6) pluralism, 7) pressure from business peers, 8) 

manpower supply, and 9) altruism. 

Hillman (1980) believes that the results of the Harris and Klepper poll are 

unrealistic for two reasons. First, the response of good corporate citizenship is due to 

a built-in bias to be self-congratulatory. Second, the list of rationales were viewed as 

too vague and brief. Hillman (1980, 3) states that the "first and foremost law of 

corporate giving is that virtually all donations are made in the self-interest of the 

corporation and/or its decision-makers." 

A related study by Holmes (1976) surveyed 192 executives and asked for 

positive outcomes which executives expected from the social involvement of their 

firms. Almost every respondent believed that corporate reputation and goodwill 

would be enhanced. Additionally, a large percentage thought that the social and 

economic system in which the firm operated would be strengthened. Tangible results 
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such as profitability, and customer and investor satisfaction were perceived as less 

likely to result from social activities. Table 4 lists the specific outcomes and percent 

of executives expecting the outcome. In addition to the outcomes expected from 

social involvement, executives ranked matching a social need to a corporate need, 

skill, or ability to help as the most influential factor in selecting an area for social 

involvement. 

Table 4. Expected Outcomes From Social Involvement 

Enhanced corporate reputation and goodwill 97.4% 
Strengthening the social system in which the corporation functions 89.0% 
Strengthening the economic system in which the corporation functions 74.3% 
Greater job satisfaction among all employees 72.3% 
Avoidance of government regulation 63.7% 
Greater job satisfaction among executives 62.8% 
Increased chance of survival by the firm 60.7% 
Ability to attract better managerial talent 55.5% 
Increased long-run profits 52.9% 
Strengthening of the pluralistic nature of American society 40.3% 
Maintaining or gaining customers 38.2% 
Investors prefer socially responsible firms 36.6% 
Increased short-run profitability 15.2% 

Upon review of the empirical studies which address motives for making 

charitable contributions, support exists for categorizing contribution motives as 

community enhancement, employee enhancement, and company enhancement (Tudor 

1988; and White and Bartholomeo 1982). From a corporate perspective, the three 
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categories need not be mutually exclusive. Figure 2 suggests an interrelatedness 

between the corporation, its workers, and the community in which it operates. 

Community enhancement has an external focus and includes motives that 

strengthen the community and systems in which the firm operates. These motives 

include strengthening the economic and social systems (Harris and Klepper 1976; 

Holmes 1976; Maddox 1981; Tudor 1988; and White and Bartholomeo 1982), 

improving education and increasing the manpower supply (Harris and Klepper 1976; 

and Maddox 1981), maintaining a pluralistic society by providing improved morale 

and job satisfaction (Harris and Klepper 1976; Holmes 1976; Maddox 1981; and 

White and Bartholomeo 1982). Additionally, supporting executives' favored charities 

and thus increasing executive job satisfaction (Harris and Klepper 1976; 

Holmes 1976; and Tudor 1988) are also categorized as employee enhancement 

motives. Altruism, with little to no benefit to the firm, may influence the satisfaction 

of the executive or person making the decision (Harris and Klepper 1976). 

The most cited corporate enhancement motive is the improvement of corporate 

image and goodwill as a result of contributing (Harris and Klepper 1976; Holmes 

1976; Maddox 1981; Tudor 1988; and White and Bartholomeo 1982). The corporate 

image can be used to attract managerial talent (Holmes 1976; and White and 

Bartholomeo 1982), and to maintain/gain customers and attract investors who prefer a 

socially responsible company (Holmes 1976). Although cited less often, more 

tangible returns such as product promotion, advertising, and increased profits (Holmes 

1976; and White and Bartholomeo 1982) are also corporate enhancement motives. 
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Fry, Kiem, and Meiners (1982) support the contention that corporate giving is a profit 

motivated expense. An overview of the literature pertaining to the independent 

variables of the study is provided in Table 5. 

Table 5. Overview of Literature Pertaining to the Independent Variables 

Rat. Use Level Stage of Motive 
Author(s) Year Found. of 

Control 
Behav. for Cont. 

David 1993 X 

Ward & Aronoff 1993 X 

Coy 1992 X 

Higuera 1992 X 

Healey 1991 X 

Kroll 1991 X 

Brittingham & Pezzullo 1990 X 

Fraser 1990 X 

Anderson 1989 X X 

Bremner 1988 X 

Tudor 1988 X 
White 1987 X X 

Buchman 1982 X 

Fry, et al 1982 X 

Troy 1982 X 

White & Bartholomeo 1982 X 
Maddox 1981 X 
Harris & Klepper 1976 X 
Holmes 1976 X 
Sethi 1975 X 
Zurcher 1972 X X 
Heald 1970 X 
Nelson 1970 X 
Church 1960 X 

Rat. Use Found. = Rationale for Utilizing a Foundation 
Stage of Behav. = Stage of Philanthropic Behavior 
Motive for Cont. = Motive for Contributing 
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Research Model and Proposed Hypotheses 

Based on the literature review, the research model in Figure 3 is proposed. 

Figure 3 depicts the relationships between the perceived criteria utilized to evaluate 

company-sponsored foundation effectiveness and the stage of philanthropic behavior, 

level of control by the sponsoring company, corporate rationale for contributing, and 

rationale for utilizing a foundation. The level of control by a sponsoring company is 

measured using three factors: source of funding, composition of the foundation board 

of trustees, and the foundation director having a dual role in the sponsoring company. 

The variables 1) stage of philanthropic behavior, 2) level of control by the sponsoring 

company, 3) corporate rationale for contributing, and 4) rationale for utilizing a 

foundation may influence the perceived criteria (and in turn the effectiveness model) 

emphasized in evaluating company-sponsored foundation effectiveness. Several 

hypotheses have been developed based on the existing literature. 

Rationale for Utilizing a Foundation 

HI: A foundation which ranks stability of giving as the most important rationale 
for utilizing a foundation will emphasize the Internal Process Model or the 
Open Systems Model. 

H2: A foundation which ranks formalization of the contribution process as the most 
important rationale for utilizing a foundation will emphasize the Internal 
Process Model. 

H3: A foundation which ranks formal planning as the most important rationale for 
utilizing a foundation will emphasize the Rational Goal Model. 
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Stability of giving is the most cited rationale for using a company-sponsored 

foundation. Contribution levels can be maintained by using reserve assets during lean 

years. Stability of giving is consistent with the dimensions of control and stability 

under the Internal Process Model. The stability of funds is also consistent with 

criteria associated with the Open System Model because it allows for steady resources 

from which contributions can be made. 

The rationale for formalizing the contribution process allows for projects to be 

reviewed and investigated more carefully, resulting in accurate and detailed 

information for decisions. The Internal Process Model includes the dimensions of 

information flow and decision-making processes. Utilizing a foundation to promote 

formal planning for contribution activities is consistent with the Rational Goal Model 

which emphasizes the setting of objectives and evaluating performance based on the 

attainment of goals. 

Level of Control by Sponsoring Company 

H4: The higher the level of control by the sponsoring company, the more emphasis 
placed on the Rational Goal Model. 

H5: The lower the level of control by the sponsoring company, the more emphasis 
placed on the Open Systems Model. 

As an extension of the sponsoring company, the foundation will be influenced 

by the policies and interests of the company. The extent of the control may influence 

the criteria which are utilized to assess foundation effectiveness. A higher level of 

control may influence the foundation to place more emphasis on the attainment of 
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goals which are consistent with corporate objectives. Thus, the foundation would 

place an emphasis on the dimensions associated with the Rational Goal Model. If the 

level of control is lower, the dimensions of flexibility and external focus, which are 

associated with the Open Systems Model, are hypothesized to receive more emphasis. 

Stage of Philanthropic Behavior 

H6: Foundations in Stage II of philanthropic behavior will emphasize the Rational 
Goal Model. 

H7: Foundations in Stage III of philanthropic behavior will emphasize the Open 
Systems Model. 

A foundation in Stage III or social responsiveness anticipates needs in the 

environment which may be new or unfulfilled. The focus for contributing is external, 

societal needs for which the foundation must be flexible and able to adapt to changing 

needs. External focus and adaptability are consistent with the Open Systems Model of 

effectiveness. 

A foundation in Stage II or social responsibility tends to contribute to 

established and noncontroversial causes. The planning and evaluation of contributions 

may be easier for established causes than for new and innovative grants. Thus, the 

Rational Goal Model is hypothesized to be useful in evaluating effectiveness. 
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Corporate Rationale for Contributing 

H8: A foundation emphasizing community enhancement will emphasize the Open 
Systems Model. 

H9: A foundation emphasizing employee enhancement will emphasize the Human 
Relations Model. 

H10: A foundation emphasizing corporate enhancement will emphasize the Rational 
Goal Model or the Open Systems Model. 

The perceived emphasis placed on a particular motive category for contributing 

(community, employee, company) is expected to influence the criteria which are 

utilized to assess the effectiveness of the company-sponsored foundation. The 

community enhancement motives are external in focus and purport to maintain a 

system conducive to conducting business. A healthy social and economic community 

provide resources and an outlet for corporate production. Thus, if an emphasis is 

placed on contributing for community enhancement motives, criteria utilized to assess 

foundation effectiveness are expected to fall under the open systems model of 

effectiveness. 

Motives under the employee enhancement category include benefitting 

employees and executives through increased satisfaction and improved morale. These 

motives are consistent with the dimensions of the human relations model of 

effectiveness which stresses human resource value and improved morale and cohesion. 

While the more tangible corporate enhancement motives of product promotion, 

advertising, and increased profits are more internal to the firm, corporate image and 

goodwill are more focused toward the external environment. Thus, the foundation 
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may emphasize effectiveness criteria related to productivity and efficiency found in 

the rational goal model or criteria related to the open systems model which 

emphasizes interaction with the environment in which the foundation operates. 

Chapter Summary 

A review of literature in the areas of corporate philanthropy, effectiveness, and 

foundation characteristics is presented in this chapter. A historical perspective of 

corporate philanthropy was introduced in order to highlight the changing attitudes and 

motives concerning corporate contributions. Next, a detailed review of literature in 

the areas of foundation effectiveness and organizational effectiveness was presented. 

This was followed by an identification of variables which are expected to influence 

the criteria emphasized in assessing company-sponsored foundation effectiveness. 

Finally, based on the review of pertinent literature, the research model which was 

used in this study and resulting hypotheses were introduced. 



CHAPTER 3 

RESEARCH PROCEDURE AND METHODOLOGY 

The research procedure and methodology used for the study are described in 

this chapter. Specifically, the research population and sample, the survey method, 

variables of the study, validity and reliability issues, and the statistical methods to be 

used in determining relationships are examined. 

Research Population 

In this study, the criteria emphasized in assessing effectiveness in company-

sponsored foundations are examined. Specifically, the study is restricted to 

foundations with annual giving of $500,000 or more in 1989, 1990, or 1991. Both 

Tudor (1988) and Troy (1982) state that foundations with giving in excess of 

$500,000 tend to have formalized programs and full-time staff to administer the 

program. 

The 1992 edition of the Corporate Foundation Profiles lists 1,012 company-

sponsored foundations with assets of $1 million or more or annual giving of $100,000 

or more in 1989, 1990, or 1991. Of the 1,012 foundations listed in the Corporate 

Foundation Profiles. 475 foundations have total giving of $500,000 or more. The 475 

company-sponsored foundations were reduced by 19 to 456 due to the merging of 

foundations when sponsoring companies merged (9), the use of foundations in 
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pretesting the instrument (6), the termination of foundation activities (2), and the 

duplication of the sponsoring company for more than one foundation (2). The 456 

foundations were surveyed, asking the foundation director for information and 

opinions on foundation activities. 

Corporate Foundation Profiles was developed in 1979 and is in its seventh 

edition. It provides the latest available data on company-sponsored foundations. The 

profiles are compiled from data obtained from the foundations, published foundation 

reports, news releases, articles, and tax information return forms 990-PF. All private 

foundations must file form 990-PF with the Internal Revenue Service annually. 

Data Collection 

Data for the study were collected using a mail survey. The instrument was 

developed by the researcher based on the literature pertaining to company-sponsored 

foundations, effectiveness, and corporate contributions. The questionnaire consists of 

three sections. Section one requests information concerning characteristics associated 

with the foundation director and the foundation board of trustees. Director 

characteristics include gender, level and field of educational study, and position title 

and length of tenure within the foundation. In addition, information concerning the 

composition of the foundation board of trustees is sought. 

The second section requests the perceptions of the foundation director in 

regard to the importance of various factors in assessing performance, motives for 

contributing, advantages of utilizing a company-sponsored foundation, and stage of 
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philanthropic behavior. The measurement for importance of various criteria in 

assessing performance results in ordinal data utilizing a seven-point Likert scale. 

Data concerning motives for contributing, advantages of utilizing a company-

sponsored foundation, and stage of philanthropic behavior are nominal. Section three 

requests demographic information regarding the foundation. The questionnaire is 

presented in Appendix A. 

The survey was validated using a panel of experts (addressed in reliability and 

validity issues section), and was administered using Dillman's (1978) Total Design 

Method implementation procedure. The first step in the procedure consisted of a 

cover letter communicating the appeal for information and an explanation of the 

purpose of the study (See Appendix B). In addition to the cover letter, the 

questionnaire and a self-addressed, stamped envelope were included in the initial 

mailing. One week later a correspondence was sent to all recipients of the initial 

mailing. This letter (See Appendix C) served as a thank you to those who responded 

and as a reminder to those who had not responded. 

Three weeks after the original mailing, a second follow-up was mailed to those 

not responding. The second follow-up consisted of a cover letter (See Appendix D) 

indicating their survey has not been received, a replacement questionnaire, and 

another self-addressed, stamped envelope. The procedure for data collection occurred 

in several steps. These steps are specified in Table 6. 
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Table 6. Procedure for Data Collection 

Time Activity 

Day 0 Mailing of initial questionnaire, self-addressed stamped envelope for 
returning the completed questionnaire 

Day 7 Mailing of correspondence letter serving as a thank you to those 
responding and a reminder to nonrespondents 

Day 21 Mailing of a follow-up letter, replacement questionnaire, and a self-
addressed stamped envelope 

Using data obtained from pretesting the survey instrument, a power analysis 

was performed. Although Cohen (1988) states that .80 is an acceptable power level, 

a conservative power level of .95 was used for this study. Results from the 

calculations indicated that a minimum sample size of 15 per treatment was needed to 

achieve a .95 power level. The maximum treatment level for any variable in this 

study was four; therefore, the usable response rate of 35.75 percent (163 out of 456) 

appeared adequate to achieve the desired power level. Based on giving levels, the 

responding foundations are representative of the population. The response rate and 

representativeness of the survey respondents is discussed in more detail in the "Data 

Characteristics" section of Chapter 4. 

Variables 

The dependent variables are the following four models of organizational 

effectiveness: rational goal, open systems, human relations, and internal process. 

The four models of effectiveness are defined by "a parsimonious set of discrete and 
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well-defined criteria" (Quinn and Rohrbaugh 1981, 137). Eight criteria, two per 

model, are measures of the four classical models of organizational effectiveness. The 

rational goal model stresses the effectiveness criteria of planning/goal setting and 

productivity/efficiency. Flexibility and resource acquisition/external support are 

emphasized in the open systems model. Cohesion/morale and human resource 

development are stressed in the human relations model. The internal process model 

emphasizes the role of information management and stability/control as criteria for 

assessing effectiveness. 

Each of the eight criteria was measured using a seven-point Likert scale 

ranging from strongly agree to strongly disagree. The foundation director was asked 

to indicate his/her level of agreement with a statement's importance in evaluating the 

performance of his/her company-sponsored foundation. The statements were adapted 

from Quinn and Rohrbaugh's (1983) Competing Values Diagnostic Tool, with minor 

modifications to apply to foundations. The authors of the tool recommend that the 

instrument be adapted, based on the type of organization which is being studied. 

Each criteria was measured using two statements which were embedded in a 

larger group of statements. Thus, each of the four effectiveness models is represented 

by a total of four statements, two per criteria associated with the respective model. 

The scores for the four individual statements were summed and averaged, resulting in 

a score for the respective model. The statements for the respective criteria are: 
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Open Systems Model 

Resource Acquisition 

* Each year the foundation has a larger budget. 

* The size of the contribution budget has steadily increased. 

Flexibility 

* Flexible funding is available for new proposals. 

* The unit adapts well to new demands. 

Human Relations Model 

Cohesion 

* Staff morale is low. 

* Employees trust one another. 

Human Resource Development 

* Employees possess skills adequate to their assignments. 

* Staff members are adequately prepared and trained. 
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Internal Process Model 

Stability 

* The unit is characterized by stable and smooth functioning. 

* There is a sense of disorganization within the foundation. 

Information Management 

* Adequate information is available to make decisions. 

* Staff members are kept informed about things that 
affect their work. 

Rational Goal Model 

Planning 

* The foundation's objectives are well-defined. 

* It is hard to understand the unit's direction. 

Productivity 

* The work done is of high quality. 

* The volume of grants considered is quite large. 

The following are the independent variables examined in the study: 

1. Rationale for utilizing a company-sponsored foundation - is categorized as tax 

advantages, stability of giving, systematic decision-making, and as a means to 

formal contribution planning. The rationales were developed based on the 

company-sponsored literature, predominately from the work of 

Andrews (1956), Bremner (1988), and Heald (1970). Respondents were asked 
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to rank order the advantages with "1" being most important, "2" being next 

important, and "4" being the least important. 

2. Level of control by sponsoring company - is a composite measure determined 

by the source of funding, the composition of the foundation board of trustees, 

and the presence of a foundation administrator with a role in the sponsoring 

company. If 60 percent or more of the contribution funds came from earnings 

on foundation assets, this measure was categorized as low control 

(Nelson 1970). If less than 60 percent of the funds came from earnings on 

foundation assets, the control for this measure was categorized as high. If the 

foundation board of trustees includes members external to the firm, this 

measure was categorized as low. The absence of external board members was 

categorized as high influence (Nason 1977). The presence of a administrator 

with a current position in the sponsoring company indicate high influence, 

whereas a director whose sole position is that of foundation administrator 

indicated low company influence (Zurcher 1972). The three measures were 

aggregated with a high score on any two of the three measures resulting in a 

high influence score, and vice versa for a low score. 

3. Stage of philanthropic behavior - is determined using Sethi's (1975) 

descriptions. Respondents were asked to indicate which definition of the three 

stages best represents their philanthropic activities. Stage I or social obligation 

refers to the corporation contributing only when a direct benefit is clearly 

shown. Stage II or social responsibility is defined as contributing to 
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noncontroversial, established causes, and/or matching employee contributions. 

Stage III or social responsiveness entails incorporating the activities of Stage II 

plus contributing to innovative and possibly controversial groups whose needs 

are deemed unfulfilled and increasingly important. 

Rationale for contributing - is measured using the categories of community 

enhancement motives, company enhancement motives, and employee 

enhancement motives. Each of the categories is represented by several 

statements which ask the respondent to indicate, in their view, how often the 

various statements serve as motives for the foundation's giving. The 

statements were adapted from the works of Harris and Klepper (1976), 

Holmes (1976), and Tudor (1988). The statements are measured using a 

seven-point ordinal scale (Tudor 1988). The scale range is almost always, 

very frequently, frequently, occasionally, seldom, very seldom, and almost 

never. The scores for the designated statements within each of the categories 

were summed and averaged, resulting in a score for the respective motive 

category. The statements for the respective motive categories are: 

Community Enhancement Motives 

* Strengthening the economic system in which the firm operates 

* Strengthening the social system in which the firm operates 

* Supporting education to improve the quality of potential employees 

* Maintaining a pluralistic society by providing a choice between 
government and private alternatives 



74 

Employee Enhancement Motives 

* Improving employee morale 

* Improving employee job satisfaction 

* Supporting the favored charities of foundation board of trustees 

Corporate Enhancement Motives 

* Enhancing the image of the sponsoring company 

* Enhancing the goodwill of the sponsoring company 

* Promoting the products and/or services of the sponsoring company 

* Increasing profits of the sponsoring company 

* Tax deduction benefits 

Reliability and Validity Issues 

Ashton (1986) and Libby and Blashfield (1978) state that combining the 

judgements of experts is effective for improving validity. Ashton (1986, 413) found 

that validity increased as additional experts were included, and "that only three 

experts had to be included, on average, to achieve most of the improvement that was 

possible." Therefore, a minimum of three experts were included in each of the 

groups used to pretest the survey instrument. 

Dillman (1978) suggests the use of three groups to scrutinize the survey 

instrument. The number and composition of each pretest group are presented in 

Table 7. The first group is a set of colleagues who understand the purpose of the 

study, including the hypotheses to be tested. The colleague group for this study 
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consisted of the researcher's four dissertation committee members. A second pretest 

group included potential users of the data who have substantive knowledge of the 

survey topic. For purposes of this study, this group consisted of six persons in the 

University of North Texas Advancement Center. The final group that provided 

pretest information was drawn from the population to be surveyed. This group 

represented potential respondents. Rather than following the survey method of 

mailing the questionnaire to these six foundations, the survey was administered 

personally to gain both verbal and nonverbal feedback. 

Table 7. Procedure for Pretesting Survey Instrument 

Number of 
Participants Group Composition 

4 Dissertation committee 

6 University of North Texas 
Advancement Center Personnel 

6 Foundations from the population 

The statements used to measure the effectiveness criteria were adapted from 

Quinn and Rohrbaugh's Competing Values Diagnostic Tool. Rohrbaugh (1981) 

verified the reliability for each of the criteria. The magnitude and consistency of the 

reliability coefficients were high, ranging from .82 to .87. 
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Data Analysis 

The statistical testing was done in three parts. First, a split-half reliability test 

for the questionnaire was performed. Second, factor analysis was performed on the 

criteria associated with each of the effectiveness models. Finally, mean comparisons 

were run on the various predictors of model emphasis to test the proposed hypotheses. 

In order to measure the internal consistency of the statements used on a 

multiple-item measure, scores on subsets of the items within the scale are correlated. 

The split-half reliability technique was used to measure the internal consistency of the 

questionnaire. 

Similar to Rohrbaugh (1981), a factor analysis was performed on the 

statements pertaining to foundation effectiveness in an attempt to reveal the factors 

underlying the data. The factor analysis on the effectiveness criteria indicated if the 

factors were parallel to the dimensions proposed by the competing values framework. 

Multivariate analysis of variance (MANOVA) was used to test all of the 

proposed hypotheses. Hair et al (1992) describes MANOVA as a multivariate 

procedure used to assess group differences across multiple metric dependent variables 

for a common set of factors. MANOVA was chosen as the most appropriate 

statistical technique because of the multiple dependent variables and the categorical 

independent variables. 

In addition to the MANOVAs, one-way analysis of variance examined whether 

the means of effectiveness models across the levels of the independent variables were 

statistically significant. With regard to the dependent variables, Quinn and 
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Rohrbaugh (1983, 374) state that although certain criteria may be paradoxical in 

nature, this does not mean that they must be "mutually exclusive in actual 

organizational environments." In reality, an "effective organization may need to 

perform well on all four sets of criteria" (Quinn and Rohrbaugh 1983, 375). 

Chapter Summary 

The research procedure and methodology used for the study was described in 

this chapter. The population was 456 foundations with giving in excess of $500,000 

in 1989, 1990, or 1991. Data was collected using a mail survey instrument which 

requested information on the foundation director and board of trustees, director 

perceptions of foundation activities, and demographic information on the foundation. 

The data was analyzed using factor analysis and multivariate analysis of variance. 

The findings of the study which resulted from the research procedures described in 

this chapter are presented in Chapter 4. 



CHAPTER 4 

DATA ANALYSIS AND RESULTS 

The data analysis and results of the study are presented in two sections in this 

chapter. Initially, characteristics of the data are introduced. Next, the analysis of the 

data and results are presented. Implications and limitations of these results are 

discussed in Chapter 5. 

Data Characteristics 

This section includes information on three areas. First, the response rate for 

the study is discussed. Second, the issue of non-response bias is addressed. Lastly, 

characteristics of the responding foundations are given. 

Response Rate 

Four hundred seventy five company-sponsored foundations with giving in 

excess of $500,000 were listed in the 1992 edition of the Corporate Foundation 

Profiles. The 475 company-sponsored foundations were reduced to 456 due to the 

merging of foundations when sponsoring companies merged, the use of foundations in 

pretesting the instrument, the termination of foundation activities, and the duplication 

of the sponsoring company for more than one foundation. 

Of the 456 foundations contacted, 219 surveys were returned resulting in a 

48.03 percent response rate. Several surveys were not completed and were returned 
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with an accompanying letter providing an explanation. The policy not to participate 

in surveys, lack of available staff, time constraints, and the number of requests 

received for information were given as the major reasons that foundation 

administrators chose not to participate in the study. Thus, one hundred sixty three 

responses were deemed usable (35.75%) and 56 (12.28%) were nonusable. 

Non-Response Bias 

Based on the contribution levels reported in the Corporate Foundations Profiles 

(1992), foundations that responded to the survey were compared to the population to 

determine the representativeness of the survey respondents. The comparison of the 

percentages representing various giving levels are presented in Table 8. The 

similarity of the giving levels for the population and the giving levels for the 

responding foundations provides evidence that non-response bias is not an issue for 

this study. 

Table 8. Representativeness of Respondents 

Contribution Level Population Respondents 

$ 500,000- 1,000,000 37.9% 35.0% 
$ 1,000,000 - 5,000,000 48.4% 50.9% 
$ 5,000,000 - 10,000,000 9.7% 9.8% 
$10,000,000 - 15,000,000 1.3% 1.2% 
greater than $15,000,000 2.7% 3.1% 

These figures differ from the percentages reported by the foundations on the 

survey instrument because the level of giving for the most current year may have 
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changed from the level of contributions reported in the 1992 edition of the Corporate 

Foundations Profiles. This concept is supported by the fact that 188 (72.8%) of the 

responding foundations indicated that the level of contributions for the most recent 

year had changed from the previous year's contribution level. 

Foundation Characteristics 

The year in which the foundation was established ranged from 1930 to as 

recently as 1989. Foundations established since 1980 accounted for 32 percent of the 

responding foundations. The excess profits tax years of 1942-45 and 1950-53 

accounted for approximately 20 percent. The excess profits tax allowed firms to 

make large endowments to company-sponsored foundations at a relatively lower cost. 

The 163 foundations were diverse in the number of staff, level of charitable 

contributions, number of grants, and asset balance. The number of full-time staff 

ranged from zero to 13, while the number of part-time staff ranged from zero to nine. 

A level of contributions between $1,000,000 and $5,000,000 was indicated by 54 

percent of the foundations. Approximately 71 percent of the foundations reported 

making 400 grants or less. An asset balance of less than $5,000,000 was reported by 

48 percent of the responding foundations. Tables 9, 10, and 11 provide further detail 

for the level of contributions, number of grants, and asset balance respectively. 
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Table 9. Level of Contributions 

Contribution Level Frequency Percentage 

less than $ 5 0 0 , 0 0 0 1 1 6 . 7 

$ 5 0 0 , 0 0 1 - 1 , 0 0 0 , 0 0 0 2 9 1 7 . 8 

$ 1 , 0 0 0 , 0 0 1 - 5 , 0 0 0 , 0 0 0 8 8 5 4 . 0 

$ 5 , 0 0 0 , 0 0 1 - 1 0 , 0 0 0 , 0 0 0 2 1 1 2 . 9 

$ 1 0 , 0 0 0 , 0 0 1 - 1 5 , 0 0 0 , 0 0 0 4 2 . 5 

greater than $ 1 5 , 0 0 0 , 0 0 0 m 6 J L 

Total 1 6 3 1 0 0 . 0 

Table 10. Number of Grants 

Grants Frequency Percentage 

less than 200 6 6 4 1 . 0 

2 0 1 to 4 0 0 4 9 3 0 . 5 

4 0 1 to 6 0 0 1 5 9 . 3 

6 0 1 to 8 0 0 1 1 6 . 8 

8 0 1 to 1 0 0 0 6 3 . 7 

greater than 1000 1 4 8 . 7 

Total 1 6 1 1 0 0 . 0 

Table 11. Asset Balance 

Asset Balance Frequency Percentage 

less than $ 5 , 0 0 0 , 0 0 0 7 6 4 7 . 8 

$ 5 , 0 0 0 , 0 0 1 - 1 0 , 0 0 0 , 0 0 0 2 4 1 5 . 1 

$ 1 0 , 0 0 0 , 0 0 1 - 2 0 , 0 0 0 , 0 0 0 3 0 1 8 . 8 

$ 2 0 , 0 0 0 , 0 0 1 - 3 0 , 0 0 0 , 0 0 0 1 3 8 . 2 

$ 3 0 , 0 0 0 , 0 0 1 - 4 0 , 0 0 0 , 0 0 0 7 4 . 4 

$ 4 0 , 0 0 0 , 0 0 1 - 5 0 , 0 0 0 , 0 0 0 2 1 . 3 

greater than $ 5 0 , 0 0 0 , 0 0 0 _ 7 AA 

Total 1 5 9 1 0 0 . 0 
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Data were also gathered with respect to the four independent variables: 

rationale for utilizing a foundation, level of control by the sponsoring company, stage 

of philanthropic behavior, and rationale for contributing. Seventy-two (44.7%) 

foundation administrators selected "promotes the formal planning of contributions" as 

the most important advantage to using a company-sponsored foundation, while only 

19 (11.8 %) selected "tax advantage." The level of control by the sponsoring 

company was reported as high by 82.1 percent of the respondents. A total of 85.2 

percent of the administrators indicated that the foundation was in either Stage II or 

Stage III of philanthropic behavior (See Table 14). Finally, corporate enhancement 

was chosen as the rationale for contributing in 125 out of 159 cases. Tables 12, 13, 

14, and 15 provide additional information concerning responses with respect to the 

independent variables. 

Table 12. Rationale for Utilizing a Foundation 

Rationale Frequency Percentage 

Tax advantage 19 11.8 
Process for eval. requests 21 13.0 
Stabilize level of giving 49 30.5 
Planning of contributions 72 44.7 

Total 161 100.0 
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Table 13. Level of Control by Sponsoring Company 

Level of Control Frequency Percentage 

High 
Low 

133 
_22 

82.1 
17,9 

Total 162 100.0 

Table 14. Stage of Philanthropic Behavior 

Asset Balance Frequency Percentage 

Stage I 
Stage II 
Stage III 

24 
78 
ft 

14.8 
48.2 
37,0 

Total 162 100.0 

Table 15. Rationale for Contributing 

Asset Balance Frequency Percentage 

Community Enhancement 19 
Corporate Enhancement 125 
Employee Enhancement 15 

11.9 
78.7 
9,4 

Total 159 100.0 

Data Analysis 

The data analysis section is developed in two parts. First, the effectiveness 

statements are analyzed using factor analysis to determine if the effectiveness criteria 

found in this study are consistent with the effectiveness dimensions proposed by the 

Competing Values Framework (CVF). Second, the hypotheses proposed in the study 

are examined using Multivariate Analysis of Variance and a power analyis is 
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performed. The Statistical Package for the Social Sciences (SPSS) was used to 

perform the statistical procedures. 

Analysis of the Questionnaire 

A factor analysis was performed on the various effectiveness statements listed 

on the questionnaire. A total of 25 effectiveness statements were listed on the 

questionnaire. These statements are listed in Table 16. The letters to the left of each 

statement represent the respective model within the Competing Values Framework 

(HR=Human Relations; IP=Internal Process; OS=Open Systems, RG=Rational 

Goal; and 0=Other relevant statements concerning foundation effectiveness). 

Two sets of factor analysis were completed on the statements. The initial 

factor analysis was performed on the sixteen Competing Values Approach statements. 

After five iterations using quartimax with one rotation, four eigenvalues were greater 

than one (5.12396, 2.15008, 1.45770, 1.06865). The statements under each factor 

with an eigenvalue greater than one are presented in Table 17. Cumulatively, the 

four factors explain 61.3 percent of the variance. A split-half reliability test resulted 

in correlations between statements ranging from .82 to .04. This supports the factor 

variability from the Competing Values statement loadings found in the factor analysis. 
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Table 16. Effectiveness Statements on Questionnaire 

CVA Model Statement 

HR1 Staff morale is low. 
HR2 Employees possess skills adequate to their work. 
HR3 Employees trust one another. 
HR4 Staff members are adequately prepared and trained. 
IP1 The unit is characterized by stable and smooth functioning 
IP2 Adequate information is available to make decisions. 
IP3 There is a sense of disorganization within the foundation. 
IP4 Staff members are kept informed about things that affect their 

work. 
051 Each year the foundation has a larger budget. 
052 Flexible funding is available for proposals. 
053 The size of the contribution budget has steadily increased. 
054 The unit adapts well to new demands. 
RG1 The foundation's objectives are well-defined. 
RG2 The work done is of high quality. 
RG3 It is hard to understand the unit's direction. 
RG4 The volume of grants considered is quite large. 

01 Proposals are reponded to in a timely manner. 
02 Rules, procedures, and formal methods guide the operation of the 

foundation. 
03 Foundation goals are consistent with sponsoring company's goals. 
04 Contributions are responsive to cwmunity needs. 
05 A formal system exists for monitoring and evaluating foundation 

activities. 
06 Grant application and procedures are available for prospective 

grantees. 
07 Needs of the community are considered when making grants. 
08 The foundation staff has a strong working relationship with the 

board of trustees. 
09 Reports about foundation activities are publicly issued. 

Staff members are adequately prepared and trained. 
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Table 17. Factor Analysis of the 16 CVA Effectiveness Statements 

Factor Statement 

Factor 1 (Eigenvalue = 5.12396) 
IP1 The unit is characterized by stable and smooth functioning. 
RG1 The foundation's objectives are well-defined. 
HR2 Employees possess skills adequate to their work. 
IP2 Adequate information is available to make decisions. 
RG2 The work done is of high quality. 
OS4 The unit adapts well to new demands. 
HR3 Employees trust one another. 
HR4 Staff members are adequately prepared and trained. 
IP4 Staff members are kept informed about things that affect their work. 

Factor 2 (Eigenvalue = 2.15008) 
HR1 Staff morale is low. 
IP3 There is a sense of disorganization within the foundation. 
RG3 It is hard to understand the unit's direction. 

Factor 3 (Eigenvalue = 1.45770) 
051 Each year the foundation has a larger budget. 
052 Flexible funding is available for proposals. 
053 The size of the contribution budget has steadily increased. 

Factor 4 (Eigenvalue = 1.06865) 
RG4 The volume of grants considered is quite large. 

The second factor analysis was performed on all 25 effectiveness statements 

listed on the questionnaire. After six iterations using quartimax with one rotation, 

seven eigenvalues were greater than one (6.75074, 2.24241, 1.72700, 1.49668, 

1.29755, 1.27075, 1.18027). The statements under each factor with an eigenvalue 

greater than one are presented in Table 18. Cumulatively, the seven factors explain 

63.9 percent of the variance. 
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Testing of Hypotheses 

All of the ten hypotheses were tested using Multivariate Analysis of Variance 

(MANOVA). The dependent variables include the four organizational effectiveness 

models identified in the Competing Values Framework. These models include 

rational goal, open systems, human relations, and internal process. The independent 

variables examined in the study are 1) rationale for utilizing a company-sponsored 

foundation, 2) level of control by the sponsoring company, 3) stage of philanthropic 

behavior, and 4) rationale for contributing. Results are presented in the following 

discussion. 

Hypotheses 1. 2. and 3 

The relationship between the rationale for establishing a company-sponsored 

foundation and emphasis on a particular organizational effectiveness model is 

addressed in hypotheses one, two, and three. The multivariate analysis of variance 

(MANOVA) which analyzed the rationale for utilizing a foundation by the four 

organizational effectiveness models (dependent variables) resulted in no significant 

finding with Hotellings F=l.41127 (DF=12,443; Sig. of F=.156). Thus the 

findings give no support for hypotheses one, two, or three. 
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Table 18. Factor Analysis of all Effectiveness Statements on Questionnaire 

Factor Statement 

Factor 1 (Eigenvalue = 6.75074) 
IP1 The unit is characterized by stable and smooth functioning. 
01 Proposals are responded to in a timely manner. 

HR2 Employees possess skills adequate to their work. 
IP2 Adequate information is available to make decisions. 
RG2 The work done is of high quality. 
OS4 The unit adapts well to new demands. 
HR3 Employees trust one another. 
HR4 Staff members are adequately prepared and trained. 
IP4 Staff members are kept informed about things that affect their work. 

Factor 2 (Eigenvalue = 2.24241) 
051 Each year the foundation has a larger budget. 
052 Flexible funding is available for proposals. 
053 The size of the contribution budget has steadily increased. 

Factor 3 (Eigenvalue = 1.72700) 
HR1 Staff morale is low. 
IP3 There is a sense of disorganization within the foundation. 
RG3 It is hard to understand the unit's direction. 

Factor 4 (Eigenvalue = 1.49668) 
04 Contributions are responsive to community needs. 
07 Needs of the community are considered when making grants. 
08 The foundation staff has a strong working relationship with the board 

of trustees. 

Factor 5 (Eigenvalue = 1.29755) 
02 Rules, procedures, and formal methods guide the operation of the 

foundation. 
05 A formal system exists for monitoring and evaluating foundation 

activities. 
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Table 18. (cont.) Factor Analysis of all Effectiveness Statements on Questionnaire 

Factor Statement 

Factor 6 (Eigenvalue = 1.27075) 
RG1 The foundation's objectives are well-defined. 

03 Foundation goals are consistent with sponsoring company's goals. 

Factor 7 (Eigenvalue = 1.18027) 
RG4 The volume of grants considered is quite large. 
06 Grant application and procedures are available for prospective 

grantees. 
09 Reports about foundation activities are publicly issued. 

Hypothesis one predicted that a foundation which ranked stability of giving as 

the most important reason for using a foundation would emphasize either the internal 

process or the open system model. Second, it was hypothesized that a foundation 

which ranked formalization of the contribution process as the most important rationale 

for utilizing a foundation would emphasize the internal process model. Hypothesis 

three suggested that the rational goal model would be emphasized by a foundation 

choosing formal planning as the most important rationale. 

Similarly, the independent analysis of variance (ANOVA) on the four 

dependent variables also indicated no significant effects at the .05 level (See Table 

19). The mean, standard deviation, and number in each cell are presented in Table 

20. 
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Table 19. Univariate F-Tests for Rationale for Utilizing a Company-Sponsored 
Foundation 

Model Hypoth. 
MS 

Error 
MS 

F Significance 
o f F 

Internal Process 1.20647 .68332 1.76561 .156 

Open Systems .40022 1.74060 .22997 .875 

Rational Goal 1.16913 .57595 2.02990 .112 

Human Relations 1.84973 .81501 2.26957 .083 

Table 20. One-Way ANOVA for Rationale for Utilizing a Foundation 

Rationale IP OS RG HR 

Stability of giving 
Mean 
Standard Deviation 
N 

2.048 
.913 

47 

3.585 
1.291 

47 

2.255 
.827 

47 

1.941 
.868 

47 

Process formalization 
Mean 
Standard Deviation 
N 

2.118 
.774 

19 

3.474 
1.139 

19 

2.355 
.737 

19 

2.092 
1.074 

19 

Formal planning 
Mean 
Standard Deviation 
N 

1.962 
.779 

72 

3.472 
1.354 

72 

1.972 
.704 

72 

1.830 
.914 

72 

Hypotheses 4 and 5 

The fourth and fifth hypotheses predicted that the level of control exerted by 

the sponsoring company would influence the emphasis placed on a specific 

organizational effectiveness model. Specifically, it was predicted that a foundation 
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which was highly controlled by the sponsoring company would place an emphasis on 

the rational goal model; whereas, a foundation which had low control exerted by the 

sponsoring company would emphasize the open systems model. 

Analysis of level of control by internal process (IP) model, open systems (OS) 

model, rational goal (RG) model, and human relations (HR) model resulted in no 

significant effects in the MANOVA with Hotellings F=1.97935 (DF=4,152; Sig. of 

F=.10). 

The independent analysis of variance (ANOVA) on the four dependent 

variables resulted in p-values less than .05 (See Table 21). A familywise error 

correction in the MANOVA compensates for the fact that four independent ANOVAs 

were run. This correction resulted in the overall MANOVA being insignificant. 

Thus, the significance of the independent ANOVAs can only be considered weak 

support at best for interpreting control as having an effect. The statistical results, 

including mean, standard deviation, and number in each cell, are presented in Table 

22. 

Table 21. Univariate F-Tests for Level of Control 

Model Hypoth. 
MS 

Error 
MS 

F Significance 
of F 

Internal Process 2.84308 .68338 4.16033 .043 

Open Systems 4.58940 1.68476 2.72407 
.101 

Rational Goal 3.09822 .56076 5.52504 
.020 

Human Relations 3.04353 .82265 3.696965 
.056 
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Table 22. One-Way ANOVA for Level of Control 

Level of Control IP OS RG HR 

Low Control 
Mean 1.759 3.170 1.804 1.652 
Standard Deviation .750 1.316 .756 .853 
N 28 28 28 28 

High Control 
Mean 2.110 3.616 2.171 2.016 
Standard Deviation .842 1.294 .747 .918 
N 129 129 129 129 

Hypotheses 6 and 7 

The sixth and seventh hypotheses examine the relationship between stage of 

philanthropic behavior and the emphasis placed on an effectiveness mode. No support 

was found for either hypothesis six or seven at the .05 level. The MANOVA 

analyzing stage of philanthropic behavior by the dependent variables resulted in no 

significant findings with Hotellings F=.84856 (DF=8,300; Sig. of F=.561). 

Stage II characterizes a foundation as one that tends to contribute to 

noncontroversial and/or established causes. Hypothesis six suggests that a foundation 

exhibiting stage II behavior will emphasize the rational goal model. In addition to 

contributing to established causes, a foundation in stage III of philanthropic behavior 

will contribute to innovative and possibly controversial groups whose needs are 

deemed unfulfilled and/or increasingly important. It was predicted that the open 

system model would be emphasized by a foundation in stage III. 
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The independent ANOVAs executed on the dependent variables also revealed 

no significant effects (See Table 23). The statistical results of the ANOVA are 

presented in Table 24. 

Table 23. Univariate F-Tests for Stage of Behavior 

Model Hypoth. Error F Significance 
MS MS of F 

Internal Process .02091 .69035 .03029 .970 
Open Systems 3.02264 1.71053 1.76708 .174 

Rational Goal .71804 .58766 1.22185 .298 

Human Relations .62343 .81426 .76565 .467 

Table 24. One-Way ANOVA for Stage of Philanthropic Behavior 

Level of Control IP OS RG HR 

Stage II 
Mean 2.043 3.533 2.125 1.921 
Standard Deviation .887 1.349 .777 .910 
N 76 76 76 76 

Stage III 
Mean 2.026 3.397 2.022 1.884 
Standard Deviation .794 1.186 .764 .805 
N 58 58 58 58 

Hypotheses 8. 9. and 10 

The final set of hypotheses examines the relationship of the most emphasized 

rationale for contributing and organizational effectiveness model emphasized. The 

motives for contributing are categorized according to the focus on the company, the 

employee, or the community. 
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Hotellings F equaled .17425 (DF=8,296; Sig. of F=.994) for the MANOVA 

examining the relationship between rationale for contributing and the dependent 

variables representing the four organizational effectiveness models. These results do 

not support any of the proposed hypotheses. Further lack of significant finding at the 

.05 level resulted from the independent ANOVAs on the dependent variables (See 

Table 25). Table 26 provides the mean, standard deviation, and number in each cell 

for these results. 

Table 25. Univariate F-Tests for Rationale for Giving 

Model Hypoth. Error F Significance 
MS MS of F 

Internal Process .19993 .69700 .28684 .751 

Open Systems .51830 1.69287 .30617 .737 

Rational Goal .13414 .59388 .22587 .798 

Human Relations .15091 .84488 .17862 O
O
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Table 26. One-Way ANOVA for Rationale for Giving 

Rationale IP OS RG HR 

Corporate 
Mean 
Standard Deviation 
N 

2.208 
.917 
18 

3.458 
1.207 

18 

2.208 
.846 
18 

2.083 
1.000 

18 

Community 
Mean 
Standard Deviation 
N 

2.049 
.830 
122 

3.525 
1.282 
122 

2.096 
.751 
122 

1.945 
.897 
122 

Employee 
Mean 
Standard Deviation 
N 

2.083 
.772 
15 

3.783 
1.549 

15 

2.183 
.837 
15 

1.967 
1.004 

15 

Power Analysis 

The power of a statistical test is the probability that it will yield statistically 

significant results (Cohen 1988). Rosenthal and Rosnow (1984) list two major 

purposes of power analysis. The first is the determination of the sample size needed 

to reach a given alpha level for an expected size of effect. The second is the 

evaluation of completed research in order to help decide if a failure to detect an effect 

at a given alpha occurred primarily due to the employment of too small a sample. 

Due to a lack of statistical significance with respect to the proposed 

hypotheses, a power analysis was conducted. Using the power equation, the sample 

size needed to achieve a power level of .99 was calculated. The power level of .99 

was used because of the desire not to overlook a relationship that might exist within 

the data. The needed sample size with regard to the hypotheses relating to 
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1) rationale for utilizing a foundation ranged from 103 to 856; 2) level of control by 

the sponsoring company ranged from 110 to 218; 3) stage of philanthropic behavior 

ranged from 174 to 10,650; and 4) rationale for contributing ranged from 582 to 

1286. The required number of subjects is less than the 163 usable responses in some 

cases. This phenomenon may be explained by the power equation assuming equal cell 

sizes for the various treatments. The cell sizes for the independent ANOVAs varied 

drastically in several cases. 

In addition, the power was calculated on the independent ANOVAs. If the 

calculations were performed on the MANOVAs it would require the highest number 

of subjects in any of the cells for a given independent variable. It should be noted 

that the highest number of subjects required is greater than the number in the 

population in most cases. Furthermore, the familywise error correction in the 

MANOVA would likely require a larger number in the sample than that calculated for 

the highest dependent variable cell. 

Chapter Summary 

The results of the study were presented in this chapter. Among the topics 

discussed were the response rate and the issue of non-response bias. In addition, an 

analysis of the questionnaire and the results of the hypotheses tested were offered. 

Of the 456 foundations contacted, 219 surveys were returned resulting in a 

48.03 percent response rate. Based on contribution levels, the 163 (35.75%) usable 
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responses closely mirrored the giving levels of the population. This gave support to 

the belief that non-response bias was not an issue for this study. 

A factor analysis on the effectiveness statements listed in the questionnaire did 

not support the groupings of effectiveness statements found by Quinn and Rohrbaugh 

(1981, 1983). Additional relevant statements pertaining to foundation effectiveness 

were added to the Quinn and Rohrbaugh Competing Values Approach statements. A 

factor analysis on these 25 statements resulted in seven effectiveness factors with an 

eigenvalue greater than one. The results of this factor analysis are discussed in the 

next chapter and a model more specific to company-sponsored foundations is 

proposed. 

Testing of the hypotheses was done using Multivariate Analysis of Variance. 

It was found that the 1) rationale for establishing a company-sponsored foundation; 2) 

level of control by the sponsoring firm; 3) stage of philanthropic behavior; and 4) 

rationale for contributing did not affect the emphasis placed on a particular 

organizational effectiveness model defined within Quinn and Rohrbaugh's Competing 

Values Framework. Thus, none of the hypotheses were supported. Due to this lack 

of statistical significance, a power analysis was conducted. 



CHAPTER 5 

DISCUSSION OF RESULTS 

The final chapter contains a discussion of the results presented in Chapter 4. 

Included in this discussion are an explanation of the results, contributions and 

implications of the study, and limitations of the study. Finally, directions or 

suggestions for future research are proposed. 

Results (In)Consistencies 

The results presented in Chapter 4 failed to statistically support the 

hypothesized relationships. Thus, this section will offer explanations as to why this 

lack of significance might have occurred. In proposing explanations, it is asserted 

that the findings with regard to company-sponsored foundations are, for the most part, 

consistent with the existing literature on company-sponsored foundations presented in 

Chapter 2. Only two minor inconsistencies with regard to 1) when the foundations 

were established and 2) the rationale for utilizing a foundation were found. The 

major inconsistency exists with regard to the Quinn and Rohrbaugh (1983) Competing 

Values Model of effectiveness which was used as the basis for the dependent 

variables. The following sections are arranged according to the independent variables 

of the study, and concludes with an examination of the relevance of the Competing 

98 
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Values Theory as a tool for examining effectiveness in company-sponsored 

foundations. 

Rationale for utilizing a Foundation 

The excess profits tax made it attractive for corporations to make contributions 

because it decreased the actual cost of giving. During this period, corporations made 

large endowments to their foundations at a relatively lower cost (e.g., Anderson 1989; 

and Bremner 1988). Consistent with this literature, the excess tax profits years of 

1942-45 and 1950-53 accounted for a large percentage (approximately 20 percent) of 

the foundations responding to this study survey. Somewhat contrary to what was 

expected, foundations established after 1980 represented 32 percent of the responding 

foundations. This is inconsistent with the literature in that approximately 1600 

company-sponsored foundations are currently in operation (1992 Corporate 

Foundations Profiles), and approximately 1500 foundations were established by the 

late 1960s (Barnes 1974). This inconsistency might be explained by the merging of 

corporations and/or the termination of the foundation. 

The most cited advantage of using a company-sponsored foundation in the 

literature was to stabilize corporate giving (Anderson 1989; Bremner 1988; 

Church 1960; Fraser 1990; Heald 1970; Koch 1979; Nelson 1970; Troy 1982; 

Watson 1973; White 1987; and Zurcher 1972). Stability of giving, however, was not 

perceived as the most important advantage by the most respondents. Approximately 

30.5 percent of the respondents of this study chose stability of giving as the most 
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important reason for using a foundation. This finding may be explained by the fact 

that most foundations in this study indicated that the source of funds was an annual 

gift from the sponsoring company rather than income earned on foundation assets. 

This source of funding is contrary to stability of giving as a reason for using a 

foundation over a direct giving program. 

The rationale selected by the most respondents (44.7 percent) was the formal 

planning of contributions. Planning includes the establishment of goals, objectives, 

and budgets. These goals, objectives, and budgets provide a basis for evaluating 

performance. Although this finding is somewhat counter to existing literature, it does 

support the notion in recent literature (Greco 1993; Mescon and Tillson 1987; and 

Useem 1988) of a more strategic approach to corporate philanthropy. 

Level of Control bv the Sponsoring Company 

Although company-sponsored foundations are legally independent of the 

sponsoring firms, the foundations are not independent of the sponsoring firms' 

pursuits and policies (Kroll 1991; Troy 1982; and Zurcher 1972). The results of this 

study are consistent with this belief. Of the 162 foundations responding, 82.1 percent 

indicated that foundation policies and procedures were highly influenced by the 

sponsoring company. The measure for level of control by the sponsoring company 

was based on the source of foundation funding, the composition of the foundation 

board of trustees, and the foundation director having a dual corporate role. 
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Stage of Philanthropic Behavior 

Sethi (1975) postulated that corporate behavior developed through stages of 

legitimacy. He categorized these stages as social obligation, social responsibility, and 

social responsiveness. With respect to corporate philanthropy, these stages range 

from giving only when a benefit to the firm is clearly shown (Stage I - social 

obligation), to contributing to noncontroversial and established causes (Stage II -

social responsibility), to contributing to innovative and possibly controversial groups 

whose needs are deemed unfulfilled (Stage III - social responsiveness). 

Brittingham and Pezzullo (1990) found that the level of risk tolerance may be 

increasing among philanthropic institutions. The notion of increasing risk tolerance is 

supported by the findings of this study. Although 48.2 percent of the respondents 

categorized themselves as exhibiting Stage II behavior, 37 percent indicated that they 

had evolved into Stage III or social responsiveness. Even though Stage II was the 

most cited category, it is evident that a willingness to contribute to innovative and to 

somewhat controversial programs is considered. 

In today's world, it is next to impossible to contribute without offending 

someone. Examples of this are numerous. Many organizations have come under fire 

for contributing to Planned Parenthood because one of the services provided is 

abortions - despite the fact that they provide numerous other health services. In 

addition, contributing to the Boy Scouts of America has become controversial because 

of its stance on religious beliefs and membership. In addition, mainstream 

organizations such as the National Audubon Society and Children's Defense Fund 
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have been labeled as advocacy groups (Greco 1993). It appears as though foundations 

have no choice but to move into Stage III because just about any contribution 

recipient might be deemed controversial in someone's eyes. 

Rationale for Contributing 

In terms of reason for contributing, the results of this study are consistent with 

the existing literature. The most cited motive for contributing is improvement of 

goodwill and corporate image (Harris and Klepper 1976; Holmes 1976; 

Maddox 1981; Tudor 1988; and White and Bartholomeo 1982). The corporate 

enhancement motive was overwhelmingly selected by the most respondents. One 

hundred and twenty five or approximately 79 percent chose corporate enhancement as 

the most important rationale for contributing. 

This is consistent with the behavior of the organization. If one were to attend 

an event or participate in a cause-related marketing campaign that was sponsored by a 

company-sponsored foundation, banners or some type of recognition are given to the 

supporting organization. This type of recognition does not directly sell products, but 

it does leave a feeling of goodwill towards the organization. In addition, the 

contribution may help the community in which the organization operates, but this also 

helps the advancement of the sponsoring corporation. Likewise, this is consistent 

with Friedman's (1962) view that a contribution should result in a benefit to the 

organization and fulfill the economic responsibility to the stockholders. 
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Competing Values Model of Effectiveness 

In reviewing the factor analysis performed on the 16 competing values 

statements of effectiveness, the statements did not load onto factors that were 

consistent with the Quinn and Rohrbaugh (1981) statements and resulting model of 

effectiveness. Only one factor out of four was consistent with a model of 

effectiveness proposed by Quinn and Rohrbaugh (1981). This factor dealt with the 

foundation budget available to fund proposals (See Factor 3 in Table 17) and is 

consistent with the Open Systems Model. The other three factors were composed of 

statements from a mixture of the other three models (Rational Goal, Human 

Relations, and Internal Process). 

The lack of consistency with the Competing Values Model leads to the 

question of the applicability of this model to company-sponsored foundations. This 

may be due to the lack of agreement in terms of the criteria that are important in 

assessing effectiveness in company-sponsored foundations. Another factor might be 

that relatively few people are employed by company-sponsored foundations. The 

largest number of employees in a responding foundation was thirteen. Thus, internal 

processes and human relations may not be extremely relevant in terms of examining 

effectiveness because the few employees are able to interact easily and in agreement. 

In summary, the foundation responses with respect to the independent variables 

are consistent with existing literature. The discord emerges when hypothesizing using 

the Quinn and Rohrbaugh (1983) organizational effectiveness statements. The lack of 

consistency with regard to the factor loadings of the effectiveness statements lends 
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credence to the view that the Competing Values Approach statements were not 

appropriate for this application. This leads to the need for a model more compatible 

with company-sponsored foundations. Based on the factor analysis performed on the 

25 effectiveness statements listed on the survey instrument, a new model is proposed 

in the following section in which a discussion of the contributions and implications of 

this study are presented. 

Contributions and Implications 

Contributions and implications of this study are proposed in this section. The 

contributions result from the application of the Competing Values Approach to 

company-sponsored foundations and the proposal of a new model which is more 

applicable in evaluating effectiveness in these foundations. These contributions are 

discussed with relation to their implications for theory and/or for practice. 

Applicability of the Competing Values Approach 

The first contribution of this study came from the attempt to use the 

Competing Values Model as a framework for assessing effectiveness in company-

sponsored foundations. Quinn and Rohrbaugh (1983) propose that the Competing 

Values Approach to organizational effectiveness is applicable to various types of 

organizations. Because a model of effectiveness specific to company-sponsored 

foundations did not exist, the CVA was chosen as the theoretical model for this study. 

As was indicated in Chapter 4, the hypotheses based on the CVA statements resulted 

in no significant findings. 
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This contribution has implications for management theory concerning 

organizational effectiveness. Although no one study can prove that the CVA 

approach is not applicable to company-sponsored foundations, this study does question 

the applicability of this model to all types of organizations. This lack of applicability 

may be due to the small number of people employed by the foundation. 

Proposed Model 

The second contribution is the proposal of a new model to examine 

effectiveness in company-sponsored foundations which resulted from the finding that 

the CVA statements were not specifically applicable to company-sponsored 

foundations. This model is more specific to the activities and conditions which exist 

in company-sponsored foundations. 

In addition, the proposed model incorporates the view of the company-

sponsored foundation's role as an intermediary between the sponsoring corporation 

and the community in which it strives to serve. This model supports the concept of 

enlightened-self interest in which corporate objectives and societal needs are not 

mutually exclusive. The model is illustrated in Figure 4 and is the result of 

Factors 2, 4, 5, 6, and 7 from Table 21. 

The model is triangular in shape and represents the relationships between the 

corporation, the company-sponsored foundation, and society. The corporation 

contributes funds to the foundation which, in turn, are used to respond to community 

needs. The direct relationships between the corporation and the foundation, and the 
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foundation and society are represented by a solid line and arrow. A dotted line is 

drawn between society and the corporation because society provides the corporation 

with indirect benefits such as strengthening the economic and social systems in which 

the firm does business, and improving the quality of potential employees. The 

company may also receive indirect benefits from contributions made in the forms of 

enhanced goodwill and corporate image. 

Along the solid line drawn from the corporation to the foundation are two 

points which represent criteria for evaluating effectiveness that deal with the 

relationship between the sponsoring organization and the foundation. The first area 

which is useful in examining effectiveness in the foundation is its ability to obtain a 

contribution budget which provides the capability for funding proposals. This was the 

only factor (Factor 2) consistent with the Quinn and Rohrbaugh factors. The second 

factor (Factor 6) for analyzing effectiveness relates to the objectives of the foundation. 

These objectives should be defined and should be consistent with the goals of the 

sponsoring company. Both these factors are compatible with the most cited reason for 

using a foundation: the promotion of formal contribution planning which includes the 

setting of goals, objectives, and the use of budgets. In addition, these factors support 

the concept of enlightened-self interest in that resources provided by the corporation 

should help meet company goals and objectives. 

The third factor (Factor 5) which resulted from the factor analysis deals with 

the formal systems within the foundation. This includes the rules, procedures and 

methods used to guide the operations and the monitoring of foundation activities. 
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Model for Examining 
Effectiveness in 

Company-Sponsored Foundations 

Corporation 
Indirect Indirect 

Society Benefits Society 

> Budget and 
funds avaitabfe 

Responsiveness to 
community needs 

• Defined goals which 
are consistent with 
sponsoring company's goals 

1 Communication of information 
with regard to application 
procedures and foundation 
activities 

Foundation 

> Formal methods guiding the 
operation and monitoring of 
foundation activities 

Figure 4 
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This criteria is in line with the notion of a systematic process for evaluating requests 

and accountability for foundation activities. 

The other solid line represents the relationship between the foundation and 

society with which the foundation interacts. Two criteria which indicate areas used to 

examine foundation effectiveness lie along this line. These factors include the 

communication of information and responsiveness to community needs. 

The initial factor (Factor 7) on this line represents information that should be 

conveyed in order to make the foundation more effective. This information includes 

making the grant application and procedures available to prospective grantees and the 

reporting of activities undertaken by the foundation. This information not only serves 

the community which the foundation attempts to serve, but also helps promote 

goodwill for the sponsoring firm. 

The second criteria (Factor 4) examines the ability of the foundation to 

respond to community needs. The giving programs should be responsive to the needs 

of the community and make a positive impact. As was discussed earlier, it is 

becoming more difficult to meet the needs of society and minimize the controversy 

which surrounds certain causes. 

This model could also be drawn as a balance beam in which the corporation 

lies on one end and society lies on the other. The foundation would represent the 

fulcrum whose responsibility is to support and balance the needs of both the 

sponsoring company and the needs of society. The five criteria discussed throughout 

the explanation of the proposed model would lie on the beam. The more effective the 
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foundation is with relation to the five criteria, the more likely that the needs of the 

company and society would be balanced. 

In summary, the major contribution of the model is that it provides insight on 

criteria that can be used to examine effectiveness in company-sponsored foundations. 

In addition, it incorporates the notions of strategic philanthropy and enlightened-self 

interest which postulate that a firm's dollars should be spent on causes which not only 

help meet societal needs but also meet corporate objectives. 

Both theoretical and practical implications result from the proposed model. 

Effectiveness in giving programs is desirable, but little empirical research has been 

done in the area. From a theoretical perspective, the model provides a basis for 

future research in the area of corporate giving, specifically through the conduit of a 

company-sponsored foundation. From both a theoretical and a practical standpoint, 

the study provides a common terminology for discussing effectiveness in company-

sponsored foundations. The model does not necessarily measure effectiveness, rather 

it provides a tool for examining foundation effectiveness. 

Limitations 

Cook and Campbell (1979) serve as a guide for the discussion of the study 

limitations. Specifically, limitations with respect to statistical conclusion validity, 

internal validity, construct validity, and external validity are examined. 
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Statistical Conclusion Validity 

Statistical conclusion validity refers to the reasonableness of presuming 

covariation given a specified alpha level and the obtained variances (Cook and 

Campbell 1979). Although several possible threats to construct validity exist, only 

the reliability of measures threat will be addressed because of its pertinence to this 

study. 

Reliability of measures. The factor analysis performed on the Competing 

Values statements indicated that the statements loaded onto different factors than 

anticipated. Four eigenvalues were greater than one; however, the statements did not 

load onto factors similar to those proposed by the Quinn and Rohrbaugh model. In 

addition, the split-half reliability test resulted in varying correlation levels (.82 to 

.04). This low level of statement reliability may explain the weak effects found and 

the resulting lack of significant findings. Internal validity considerations are presented 

in the following section. 

Internal Validity 

Internal validity is concerned with the extent to which conclusions can be 

drawn about causal relationships from one variable to another (Cook and Campbell 

1979). The threats to internal validity which may have relevance to this study include 

history and selection. 

History. History threats occur when an event takes place during the research 

process that may affect the results. A major event such as political, economic, or 
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cultural phenomenon might occur, or it could be a minor event such as an unwanted 

interruption which occurs while the respondent is completing the questionnaire. 

The data for this study were collected over a six week period in which no 

significant events occurred which may have affected the area of philanthropy. The 

possibility of an unwanted interruption while completing the survey is a possibility, 

but is an event over which the researcher has no control. Thus, history appears not 

to have been a major threat to the validity of this study. 

Selection. Selection may be a threat to this study in that the researcher had no 

control over the selection of who completed the survey. It is possible that a 

respondent who might have selected a choice which portrayed a negative corporate 

image, did not return the survey. Thus, a self-selection mechanism might have been 

implemented. 

The internal threats that are applicable to this study appear to pose weak 

threats at best. The study does, however, appear to have potential construct problems 

which are addressed in the next section. 

Construct Validity 

Cook and Campbell (1979) refer to construct validity as the degree to which 

operationalized variables measure the constructs of interest. The threats of mono-

method bias, hypothesis guessing, and evaluation apprehension are examined. 

Mono-Method Bias. The data for this study were collected only through a 

mail survey. Thus, only one method of operationalizing the various constructs was 
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used. Multiple methods might result in better research findings; however, time and 

resources were limited. In order to help alleviate mono-method bias, Cook and 

Campbell (1979) suggest that attitude statements vary by being worded both 

negatively and positively. This suggestion was heeded and several statements 

representing the same construct were worded in this manner. 

Hypothesis-Guessing. Hypothesis-guessing may have occurred if the 

respondent tried to "guess" what the researcher was expecting or looking for. This 

study's hypotheses were based on an accepted organizational effectiveness theory 

which is probably not known by most practitioners in the corporate philanthropy field. 

Thus, it would be difficult for a respondent to guess a proposed research hypothesis. 

Evaluation Apprehension. Evaluation apprehension may have resulted if a 

foundation director responded in a way that he or she thought was appropriate. The 

most cited motive for making contributions is corporate image and goodwill (Harris 

and Klepper 1976; Holmes 1976; Tudor 1988; and White and Barthelomeo 1982). If 

respondents felt that a reply portrayed a negative corporate image, this may have 

influenced their responses and thus affected results. 

The potential threats to construct validity include mono-method bias, 

hypothesis-guessing, and evaluation apprehension. In future research, the mono-

method bias could be reduced by using multiple methods if resources are available. 

The threats of hypothesis-guessing and evaluation apprehension are uncontrollable by 

the researcher and thus must be tolerated. The final area of validity discussed is 

external. 
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External Validity 

The degree to which research results are able to be generalized across 

populations of people, settings, and times reflects a study's external validity (Cook 

and Campbell 1979). Limitations in these areas are discussed with respect to the 

study. 

Generalization Across People. All company-sponsored foundations with 

giving in excess of $500,000 (based on the 1992 Corporate Foundations Profiled were 

surveyed. Since the population was surveyed rather than a sample of the population, 

this threat to external validity is not a strong threat. This conclusion is further 

supported by the similarity between those foundations responding and the population 

itself (see Chapter 4). 

Generalization Across Time. It is difficult to generalize the results of this 

study into the future. Political and economic events, for example, may have a 

definite impact on the operations of company-sponsored foundations. As was noted in 

Chapter 2, the establishment of company-sponsored foundations was more numerous 

during the years of the excess profits tax. Thus, if the tax climate for corporate 

contributions or if the state of the economy changed, these events or others could 

affect giving in several ways making the findings from this study less relevant. 

Generalization Across Settings. In addition to using a company-sponsored 

foundation for making corporate contributions, many corporations use a direct giving 

program as well (Bremner 1988). This study focused only on the effectiveness of the 

giving practices of company-sponsored foundations. Thus, it is questionable whether 
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the results could be generalized to direct giving programs within organizations 

because the regulation and administration of foundations and direct giving programs 

are different. 

Summary and Suggestions for Future Research 

The purpose of this study was to determine the criteria used to examine 

effectiveness in company-sponsored foundations. Since no theoretical model of 

effectiveness existed in the contribution literature, the Quinn and Rohrbaugh (1983) 

Competing Values Model for assessing organizational effectiveness was used. This 

model was deemed not applicable to the activities of company-sponsored foundations. 

As a result of the lack of applicability of the Competing Values Model and the 

findings of this study, a new model highlighting criteria for examining effectiveness in 

company-sponsored foundations was proposed. 

Future research in this area should explore further the contributions of this 

study. Although the Competing Values Model was deemed not applicable to 

foundations in this study, the results from one study do not provide conclusive 

evidence that the Competing Values Model is not applicable to company-sponsored 

foundations. Additionally, the number of employees may play a role in the 

applicability of the model. Future research might examine the relationship between 

size of an organization (based on number of employees) and the applicability of the 

Competing Values Model. 
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The major limitation cited in this study was the lack of reliability with respect 

to the Competing Values' statements. Future research could build upon Cook and 

Campbell's (1979) suggestion to control for unreliability by increasing the number of 

statements. 

The proposed model for examining effectiveness in company-sponsored 

foundations needs further research. It is suggested that research into the applicability 

of this model first be undertaken in the realm of case studies. In the situation of case 

studies, more in-depth knowledge can be obtained as to the relevance of the model. 

After the completion of case studies, research could move into a broader scope and 

possibly use a survey instrument. No matter which research method is used, the 

applicability of the proposed model needs to be established. 

Another area of research which would complement the foundation perspective 

would be to obtain insights from both the sponsoring corporation and grant recipients. 

The model is consistent with the view of enlightened self-interest which contends that 

the foundation must balance the needs of both the corporation and society. Thus, it 

would be useful to obtain the insights and knowledge of what both of these 

constituents believe are important in examining effectiveness. 

The final area for additional research concerns the generalizability of the 

proposed model. In addition to company-sponsored foundations, many companies 

make charitable contributions through a direct giving program. Unlike the company-

sponsored foundation, a direct giving program is not a separate entity from the 

sponsoring firm. Thus, a study which attempted to test the applicability of the 
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proposed model to the setting of direct-giving programs would lend insight as to 

possible similarities and/or differences between these two company giving channels 

with relation to criteria used to examine effectiveness. 
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6 S3 

1. Please answer all of the following questions based on your knowledge and 
perceptions of activities within your company-sponsored foundation. 

2. The numbers appearing before the questions are for coding purposes only, 
please ignore them. 

3. If you prefer to return the survey via FAX, the University of North 
Texas Department of Management's FAX number is (817) 565-4394. 

THANK YOU FOR YOUR ASSISTANCE. 

Part I Characteristics of the Foundation Administrator and the Foundation 
Board of Trustees 

The following questions request information concerning the 
foundation administrator. 

1. Please list the title of your position within the foundation. 

2. How many years have you held this position? 

years 

3. Prior to assuming your foundation position, were you employed by the 
sponsoring company in another capacity? 

(1) yes, previous position title 
(If yes, proceed to question #5) 

(2) no 

4. In what type of organization were you employed prior to assuming your 
foundation position? 

(1 ) charitable foundation 
(2) ^ non-religious, not-for-profit 
(3) for-profit enterprise 
(4) religious 
(5) government 
(6) student 
(7) other, please specify 

In addition to your position within the foundation, do you currently 
hold a position within the sponsoring company? 

(1) no 
(2) yes, position title 

6. What is your highest level of formal education completed? 

(1) High school or less 
(2) Bachelors degree 
(3) Masters degree 
(4) Professional Degree - Ph.D., M.D., LL.B., etc 
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What is the field o£ study for your most recent degree? 

U ) 
(2) 
(3) 
(4) 
{5) 
( 6 ) 

Gender 

Business Administration 
Education 
Fine Arts 
Public Administration 
Social Work, Human Services 
other, please specify 

(1) 
(2) 

male 
female 

The following questions request information concerning the 
foundation's board of trustees. 

1. 

2 . 

How many members comprise the foundation board of trustees? 

Of the total number of foundation board of trustees reported in Question 
#1, how many are 

internal to the sponsoring company (employed by the company or on 
the sponsoring company's board of directors, etc.) 

persons from outside of the sponsoring company 

Part IZ The following section requests your perceptions/opinions on 
various activities within the foundation* 

1. Which of the following statements best describes the foundation's 
* philanthropic activities? (Check only one) 

(1) 

( 2 ) 

(3) 

The foundation contributes only when a benefit to the 
foundation or the sponsoring company is clearly shown. 
The foundation tends to contribute to noncontroversial 
and/or established causes. 
In addition to contributing to established causes, the 
foundation contributes to innovative and possibly 
controversial groups whose needs are deemed unfulfilled 
and/or increasingly important. 

What do you perceive as the advantages to utilizing a company-sponsored 
foundation? (From "1" to "4", rank order the following advantages with 
"1" being most important and "4" being least important) 

(1) 
( 2 ) 
(3) 
(4) 

tax advantages 
provides a systematic process for evaluating requests 
stabilizes the level of corporate giving over time 
promotes the formal planning of contributions (including the 
setting of goals, objectives, and the use of budgets) 

Please list performance factors that you perceive as important in 
evaluating the overall effectiveness of your company-sponsored 
foundation activities. 
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4 . Listed below are a number of statements about performance. Please 
indicate your level of agreement with the importance of each statement 
in evaluating the performance of your company-sponsored foundation by 
circling a number beside it. A "1" on the scale indicates you strongly 
agree (SA), and a "7" indicates you strongly disagree <SD) . 

(SA) (SD) 

Each year the foundation has a larger budget. 

Staff morale is low. 

The unit is characterized by stable and smooth functioning. 

The foundation's objectives are well-defined. 

Proposals are responded to in a timely manner. 

Rules, procedures, and formal methods guide the 
operation of the foundation. 

Foundation goals are consistent with the sponsoring 
company's goals. 

Flexible funding is available for new proposals. 

Employees possess skills adequate to their assignments. 

Adequate information is available to make decisions. 

The work done is of high quality. 

Contributions are responsive to community needs. 

The size of the contribution budget has steadily increased. 

The unit adapts well to new demands. 

Employees trust one another. 

Staff members are adequately prepared and trained. 

A formal system exists for monitoring and evaluating 
foundation activities. 

There is a sense of disorganization within the foundation. 

Grant application and procedures are available 
for prospective grantees. 

Staff members are kept informed about things that 
affect their work. 

It is hard to understand the unit's direction. 

Needs of the community are considered when making grants. 

The volume of grants considered is quite large. 

The foundation staff has a strong working relationship 
with the board of trustees. 

Reports about foundation activities are 
publicly issued. 

2 

2 

2 

2 

2 

2 

2 

2 

2 

2 

2 

2 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

6 

6 

6 

6 

6 

6 

6 

6 

6 

6 

6 

6 
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5. In your view, how often do the following serve as motives for the foundation's 
giving? 

(1) Almost always (5) Seldom 
(2) Very Frequently (4) Occasionally (6) Very Seldom 
(3) Frequently (7) Almost Never 

1 

1 

1 

1 

1 

1 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

Strengthening the economic system 
in which the firm operates 

Improving employee morale 

Enhancing the image of the 
sponsoring company 

Solving social problems while 
promoting corporate objectives 

Strengthening the social system 
in which the firm operates 

Improving employee job satisfaction 

Promoting the products/services 
of the sponsoring company 

Receiving a tax deduction 

Supporting education to improve 
the quality of potential employees 

Receiving a direct benefit 

Supporting the favored charities of 
foundation board of trustees 

Increasing the profits of the 
sponsoring company 

Maintaining a pluralistic society 
by providing a choice between 
government and private alternatives 

Enhancing the goodwill of the 
sponsoring company 

Pressure or competition from others 
within the business community 

Part III Foundation Characteristics 

1. In what year was the foundation established? 

2. For the most recent fiscal year, what percentage of the foundation's 
contribution funds came from 

% income earned on foundation assets 
% annual gift from the sponsoring company 
% other, please specify 

100 % TOTAL 
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3. To what extent are foundation policies and procedures influenced by the 
sponsoring company? 

(1) high influence 
(2) _ _ i o w influence 

4. At the end of the most recent fiscal year, what was the approximate total of 
the foundation's charitable contributions? 

(1) less than $500,000 
(2) $ 500,001 to $1,000,000 
(3) $1,000,001 to $5,000,000 
(4) $5,000,001 to $10,000,000 
{5) $10,000,001 to $15,000,000 
(6) greater than $15,000,000 

5. Indicate the change in foundation contributions from the previous year. 

(1) foundation contributions increased 
(2) foundation contributions decreased 
(3) foundation contributions did not change 

6. How many grants were made in the most recent fiscal year? 

(1) less than 200 
(2) 201 to 400 
(3) 401 to 600 
(4) 601 to 800 
(5) 801 to 1000 
(6) greater than 1000 

7. At the end of the most recent fiscal year, what was the approximate total of 
the foundation's asset balance? 

(1) less than $5,000,000 
(2) $ 5,000,001 to $10,000,000 
(3) $10,000,001 to $20,000,000 
(4) $20,000,001 to $30,000,000 
(5) $30,000,001 to $40,000,000 
(6) $40,000,001 to $50,000,000 
(7) greater than $50,000,000 

8. Indicate the change in foundation asset balance from the previous year. 

(1) foundation asset balance increased 
(2) foundation asset balance decreased 
(3) # foundation asset balance did not change 

9. What is the total number of full- and part-time staff employed by the 
foundation? 

number of full-time staff 
_ _ number of part-time staff 

10. In addition to contributions made through the foundation, does your sponsoring 
company make contributions through a direct giving program? 

(1) yes 
(2) no 

11. If your firm utilizes a direct giving program in addition to the company-
sponsored foundation, approximately what percentage of the total contributions 
made by the sponsoring company are granted through the foundation? % 
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University of North Texas 
College of Business Administration 
Department of Management 

July 16, 1993 

Foundation Address 

Dear XXX: 

Approximately three weeks ago I wrote to you seeking your opinion on various activities 
within your company-sponsored foundation. As of today, I have not yet received your 
completed questionnaire. 

This research is being undertaken to better understand the criteria used by foundation 
administrators in evaluating the effectiveness of giving programs in company-sponsored 
foundations. As the importance of the contribution function increases, so must the 
importance placed on managing an effective giving program. 

I am writing to you again because of the significance each questionnaire has to the nsgfiiin^ 
of this study. Your foundation was selected based on its significant level of contributions 
made to nonprofit organizations. In order for the results of this study to by truly 
representative of the knowledge and opinions of contribution administrators in these select 
foundations, it is essential that each questionnaire be returned. 

Responses will receive complete confidentiality and will be reported only as statistical 
summaries, not as individual responses. A summary of these results can be obtained by 
writing "Copy of Results Requested" on the back of the return envelope, and printing your 
name and address below it. 

Your cooperation is greatly needed and appreciated. In the event that your questionnaire has 
been misplaced, a replacement is enclosed. If you have any questions, please feel free to 
contact me at (817) XXX-XXXX. 

Sincerely, 

Carol J. Bormann 
Project Director 

Enc. 

P.O. Bo* 13677 • Demon. Texas 76203-6677 
817-565-3140 • Dallas-Fort Worth Metro: 817/267-3731 • FAX 817/565-4394 • TDD 800-735-2989 
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Last week a survey seeking your opinions about activities in company-
sponsored foundations was mailed to you. If you have already completed 
and returned the survey, please accept my sincere thanks. If not, please 
do so today. 

Because the survey was sent to only a select group of foundations, it is 
extremely important that your responses be included in the study. If you 
did not receive the survey, or it was misplaced, please call me 
immediately, collect at (817) 898-0588 and I will send you a replacement 
survey. 

Sincerely, 

Carol J. Bormann 
Project Director 
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University of North Texas 
College of Business Administration 
Department of Management 

Foundation Address June 25, 1993 

Dear XXX: 

Currently, U.S. corporations contribute approximately $6 billion to a wide spectrum of nonprofit 
organizations. These contributions concern many aspects of the environment in which your 
enterprise exists and functions. As the importance of the contribution function increases, so must 
the importance placed on managing an effective contribution program. The purpose of this study 
is to determine the criteria utilized by foundation administrators in evaluating the effectiveness of 
giving programs in company-sponsored foundations. 

I am a doctoral student conducting research involving company-sponsored foundations which 
make significant contributions. As someone who plays an important role in your foundation's 
contribution activities, I am interested in your knowledge, perceptions, and opinions. In order 
that the results will truly represent the beliefs of foundation administrators, it is important that 
you complete and return the enclosed questionnaire. A self-addressed, stamps envelope is 
provided for your convenience. The questionnaire should take no more than IS minutes to 
complete. 

Your responses will receive complete confidentiality. The questionnaire has an identification 
number in the upper right corner of page one for mailing purposes only. The identification 
number is used so that follow-up mailings are sent only to those not responding to earlier 
mailings. Responses will be reported only as statistical summaries, not as individual responses. 

A summary of the results can be obtained by writing "Copy of Results Requested" on the back of 
the return envelope, and printing your name and address below it. Please do not put this 
information on the questionnaire itself. 

I would like to thank you for your assistance with this project. If you have any questions, please 
feel free to contact me at (817) XXX-XXXX or (817) XXX-XXXX. 

Sincerely, 

Carol 3. Bormann 
Project Director 

Enc. 

P.O. Box 13677 • Denton. Texas 76203-6677 
817-565-3140 • Dallas-Fort Worth Metro: 817/267-3731 • FAX 817/565-4394 • TDD 800-735-2989 
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