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ABSTRACT 

Managerial behavior in organizations is probably affected by 

influences from external organizations in the environment. It is 

hypothesized that the extent of external influence from specific or- 

ganizations will be related to the degree to which the focal organi- 

zation is interdependent with the external organization. Data from 

141 Israeli managers tends to support the principal hypothesis. Firms 

that sell relatively more to the government perceive themselves as 

influenced more by governmental demands. Firms that are in relatively 

poorer financial condition are influenced more by both the government 

and banks. Managers tend to report spending more time with external 

organizations to the extent that the firm is interdependent with them. 

And managers who tend to rank external, governmentally controlled 

paanaee as being more important to organizational success are more 

likely to rank the importance of having political connections as being 

more important for a manager. 
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INTEROKCANTZATIONAL INFLUENCE AND MANAGERTAL 

ATTITUDES 

The question of what determines how organizations operate 

stands at the very center of attempts to develop managerial or 

organizational theory. It would be beyond the scope of this paper 

to review the various analytical perspectives that have been de- 

veloped in an attempt to address the issue of what determines 

organizational behavior. We can point out that originally, or- 

ganizations tended to be viewed as rational instruments for 

achieving some specified objective (Taylor, 1911; Gulick and 

Urwick, 1937). Later, it was recognized that organizations are 

social systems of interacting persons, and this fact has certain 

dysfunctional consequences for bureaucratic operation (Merton, 

1940; Gouldner, 1954), and can also be used to analyze some of 

; the determinants of organizational behavior (Selznick, 1948). 

Another line of research has viewed the organization as a loosely 

coupled coalition of participants (Cyert and March, 1963), with 

the central organizational problem being that of supplying enough 

inducements to maintain a viable coalition. Finally,there has 

recently been within the organizational writing an increasing 

analytical focus on the organization as an open system (Katz and 

Kahn, 1966; Thompson, 1967; Parsons, 1956; Perrow, 1970). It is 

the purpose of this paper to provide some evidence indicating how 

this latter analytical perspective can be useful a analyzing or- 

ganizational behavior and the attitudes of managers within organi- 

zations. 
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The Organizational Problem 

The organizational problem is that of organizing and con- 

trolling collective action so as to achieve, as effectively as 

possible, the goals of the orpanization in the environment in 

which it operates. As Thompson and McEwen (1958) have noted, 

these goals are dynamic responses to the environment, and Parsons 

(1956) has noted that the organization's goals provide a means 

of legitimating it in the larger society in which it exists. 

Parsons (1960) has distinguished three levels in an organi- 

zation. The technical level does the work of the organization, 

and is focused toward goal attainment. The administrative level 

has the function of integrating the technical level, coordinating 

the work, and ensuring the proper administrative machinery exists 

so that organizational operations can proceed. The third level 

in the organization, the institutional level, has the function 

of relating the organization to its environment, and of handling 

- interorganizational relations. 

' That part of the organizational problem that deals with in- 

ternal efficiency has been treated most extensively in the organi- 

zational and management literature. There has been great con- 

cern with what type of supervision is best (Argyle, et al., 1958; 

Vroom, 1964; Katz, et al., 1951), and concern with the relation- 

ship between worker satisfaction and productivity (Brayfield and 

Crockett, 1955; Katzell, et al., 1961; Viteles, 1953. Relatively 

less concern has been directed to the relationship between the 

organization and its environment. Nevertheless, the experience of 
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General Motors (Cordtz, 1966) and the automobile industry in 

general, the problems of universities today, and many other 

examples illustrate the importance of the institutional function 

of legitimating the organization's goals and output in the social 

context in which it operates. Moreover, in a society which is in- 

creasingly organizationally dense (Boulding, 1953), it is likely 

that many of the stimuli for managerial behavior come from outside 

of the organization, rather than from within. 

The Organization and Its Environment 

There has been some research that has attempted to trace the 

managerial and organizational implications of the environment. 

Burns and Stalker (1961) noted how the rapidity of change and the 

complexity of the technological environment appeared to determine 

whether a mechanical or organic system of management was employed. 

Under a mechanical system, appropriate for very stable environments, 

there was greater adherenc 
roo w 

e to rules, less group decision making, 

and in general, a more bureaucratic management system. The organic 

system of management, which was more flexible, seemed to be more 

appropriate for rapidly changing environments. 

The impact of the environment on organization was also studied 

by Woodward (1965), where this time the environment was viewed in 

terms of the production technology. Lawrence and Lorsch (1967) 

noted how organizations differed along the dimensions of dif- 

ferentiation and integration as the rapidity 5G dicnns in their 

environments differed, and furthermore indicated that organizations 

that more closely matched the environmental requirements tended to 

to be more successful than those tiat did not. 
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Simpson and Guljey (1962) examined how differences in the 

goals of Lhe organization and pressures from the environment af- 

fected organizational operation, while Pugh, et al. (1969) investi- 

gated the inierrelationship of a variety of organizational con- 

textual variables and variables of organizational structure. 

These studies can all be distinguished by their focus on the 

interrelationship between environment and elements of organization 

structure. More like the present study, Dill (1958) examined the 

impact of the environment on the behavior of managers. In his 

study of two Norwegian firms, Dill provided evidence that managerial 

behavior was conditioned at least in part by the environment, as 

well as by factors internal to the organization. 

The present study focuses on the impact on managerial per- 

ceptions of their behavior of influences emanating from specific 

other organizations in the focal organization's organization-set 

(Evan, 1966). This study, then, is different because the environ- 

mental components being examined are other organizations, acting 

in mechanisms of interorganizational influence, and the effects 

being examined are actual differences in managerial behavior and 

attitudes. 

interorganizational Influence and Managerial Attitudes 

We hypothesize that interorganizational influence arises from 

conditions of asymmetric interdependence between organizations. In 

turn, interdependence can be productively viewed in a resource- 

exchange framework (Levine and White, 1961). We shall argue, then, 

that when organizations are interdependent, because of resource 

exchange, and when one of these is less dependent than the other 



eal Bi 09% ie nani bath wort bin fer 19 oe yell ‘wie mays, 

= ht) Deemed vino ae ite “ty ‘odes a io on tind uate) hy aang | 

mek tO ua Fatt Lert: bores | tea bet) ‘ia: ae Meas a 

in 
a 

ay Peuie) roading. io yet 5 ao sano algae ath bore 

i 

aria iid figtnkd W sete Ri etilaryed ta autuni ast: Tai ye tui 

edt atc auaed nies ad hur 298 aw tea ne astboun wear, 

naidushddats 45 renin ban ‘sown 2d vies sanihod ajsuoisstonivaady 

7 

Pen beainiee (Rear Hid ers wngeiay ts mid Syvo joa: 
fe 

at ny. » te agairem | tw Youvnses ail is ‘ingtr ve ‘ia to 3 

Falzagnooe deity ncn bes babivore we cat gor 

rs emeain tyra ould «i yey, ae tees 3 staves 
ew set a 

a ct ai PE eRATIE ade oi! Josrsoans Frayna x ae ® Tew 

a 7 sad | Tuan ib pei os He nastirs ghost scan ae a 

ai bbiige int gotten schon’ a2 4 solving intoats Ao nods 
ea inen i 

ie i sonia ren * ‘npkdeichnwga® haat er wt ‘nae et nage r8d30, a 

“tions: odd adia yasins i tb o aad ies AA dare, ey a 

» alison Bibi deaptngxe 18629 ate ter tab ants ‘vino oaqio Kedose 

“f 
aes, we 

“bnsbihe Baa bne aoaiwud tek ina tio co ‘aut ingidasin i 

4ay aobvaded eee re deononsth tb Fanda8, ane gan jie r nha - 
a ~ a re 

{ies 

ty : % , as a ; r eS mes ia 

iro benhie arial eh ehanapd uegr0n 8A sie ‘agaonoire ae 
ns ie 

nt take aneinng 30: ines slgebasqebaan ptooimanebe 30 seed + 

wisyiun iss * at ‘bewe2y etabssoubent at Sie any 
Ei ee 

ry 

cos iene 1 pling “gis ol 10h aati he ‘antyay ees 
’ ie Sirah | eae 

Aid, or) selene peace bpomebaatinh: an | etek 
ity md A fr ay: 

| 

a vitae ark ee sera uret eb 



s5= 

on the particular exchange relationship, conditions exist which 

can lead to interorganizational influence. 

Some examples may help illustrate the types of behavior to 

which we are referring. Perrow (1970) reports that it is believed 

that General Motors audits the accounting records of some of its 

smaller suppliers, to make sure that they are not making too much 

money on the business they are doing with GM. In this instance, 

the small suppliers are selling virtually all of their output to 

General Motors, while on the other hand, each supplier comprises 

only a minute fraction of the input-system that General Motors 

itself uses. Moreover, since there are relatively few automobile 

companies, there are few alternatives for the small suppliers in 

terms of markets for their output. Thus, the small suppliers are 

more dependent upon GM than GM is on them. Consequently, General 

Motors can use this asymmetric interdependence to influence the 

‘organizations to sell to them at a relatively lower price. 

The antitrust laws are literally filled with proscriptions 

that seek to prohibit the use of interorganizational power. Sup- 

pliers are not supposed to be able to restrict their distributors' 

resale price or sales territory, and tying arrangements and con- 

tracts are also illegal. In most of these instances, the supplier 

has a large number of distributors, but each distributor can buy 

products from one, or only a few suppliers. This leads to asymmetric 

interdependence, and to the potential for interorganizational in- 

fluence. In the cases just mentioned, society has acted to pro- 

hibit the actual exercise of such influence. 
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Interorganizational influence is actually a widespread phe- 

nomenon, and, as a matter of fact, many aspects of social change 

are accomplished through this mechanism. Thus, we see the Federal 

government attempting to have firms change their minority recruit- 

ment and hiring practices; consumer union groups attempt to have 

companies change their product policies; and trade associations 

and businesses attempt to influence legislative policies. We are 

hypothesizing that interorganizational influence will be observed, 

and will be successful, to the extent that there is asymmetric 

interdependence between the organizations. Without unequal inter- 

dependence, the probability of successfully influencing the or- 

ganization is relatively small. 

This argument implicitly focuses on the resource exchange 

process as being important to the understanding of organizational 

behavior. It is thus quite consistent with the perspective of the 

organization as an open system, and with the notion that the or- 

ganization seeks to survive, for which it requires resources. 

Data and the Sample 

Interview data were collected by Aharoni (1971) from the 

managers of the 141 largest manufacturing plants in Israel. These 

data were collected as part of a study of the characteristics of 

the Israeli manager. The data collected ranged from background 

information on both the managers and the firm for which he worked 

to measures of the manager's attitudes toward a wide variety of 

subjects and situations. The study was undertaken for’ purposes 

independent of the test of the hypothesis on interorganizational 
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influence we have proposed, and thus while there is undoubtedly 

experimenter and interviewer bias in the data, this bias is at 

least unrelated to the propositions we will be. testing. 

The 141 menagers had titles ranging from president to plant 

manager, but th@y could ail be considered to be in géneraf“manage- 

ment, and they were all the chief executives of at least one large 

manufacturing facility. The plants had sales ranging from up to 

100,000,000 Israeli pounds, with a median value of 11,883,000 

pedaaer | The largest concern had over 75,000 workers. Data on 

over 500 variables were gathered in the interview with each man- 

ager. Since most of this data does not concern the present study, 

we will discuss only those questions that are appropriate to 

examining interorganizational influence and the impact on man- 

agerial attitudes and perceptions. 

One problem with the data, of course, is that it is strictly 

self-report, and furthermore, many of the questions tapping man- 

. agerial discretion and influence are somewhat projective in nature. 

The general nature of the questions tapping how much the manager 

was influenced by external organizations was probably necessary 

because it is highly unlikely, for reasons of self-esteem, that 

many managers, in any culture, would admit to being influenced in 

a specific situation by particular external organizations. We 

therefore infer the influence of external organizations from the 

manager's answers to some general questions about what he would or 

would not do. To the extent that there is variation across man- 

agers in how they respond, and to the extent that this “ariation 

cau be accounted for by hypotheses based upon conceptualizations 
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of interorganizational interdependence, then we feel justified in 

presenting these results as being supportive of our propositions 

concerning interorganizational influence and managerial behavior. 

Influence of Governmen £ on Decisions 

We expect that the greater the interdependence between the 

organization and the government, the more influence the government 

will have on the manager's decisions and his attitudes. Inter- 

dependence with the government can derive from at least two situa- 

tions. In the first case, we can have the interdependence resulting 

from the fact that the firm sells a large percentage of its output 

to the government. To the extent that the firm's sales are largely 

with the government, the manager of that firm is hypothesized to be 

more susceptible to influence from the government, or one of the 

ministries. 

A second cause for interdependence with the government is a 

relatively weak financial condition. While in the United States 

firms are generally expected to work out their own financial dif- 

ficulties in Israel, firms in financial trouble can and do turn to 

the government for a wide variety of forms of assistance. This 

assistance is also available, we might note, to firms not in dif- 

ficulty, but the government guaranteed loan would be less of a 

necessity to a firm not facing financial limitations. The govern- 

ment can guarantee a bank loan to the firm, thereby ensuring that 

the firm will obtain the loan. The government can also provide 

various forms of incentive payments and tax considerations to the 

firm. While such incentives are generally utilized to encourage 

exports or to encourage plants to locate in development areas, 



NT eed SDE * if 
i Seni cee Mh 

stepvaed les gee i 

ag Bs satupscingl ih 

Rin at", <e 

opis fa our Pet sia) dat 
Die amt) Baal eee 

oat ‘03 Bonen a wd ac | Me anne 
wee ae ills - x 

“ Aaamesva art wen, snout 

a 

Me 
nat <saaed ni xy fe ‘heist es sao ktuy atte ca aes 

if 
ak na on’ angi of aoa Hala bel yesh 



408 

they may also be used by the government to assist firms in financial 

distress. In the Israeli economy, government intervention is fre- 

quent and expected, even to the point of owning portions of firms, 

so that in addition to banks, the government becomes an obvious 

source of funds to firms having financial problems. Therefore, we 

hypothesize that firms in financial trouble will be relatively more 

susceptible to influence from the government. 

The manager was asked what percentage of his total sales were 

made to various organizations or types of organizations. Government 

: ; F : 2 
organizations include the categories of defense, the Shekem, and 

other governmental organizations. These can be totaled to arrive 

at a figure indicating the percentage of sales made to all the 

various governmental agencies. 

One question tapping the extent of government influence con- 

cerned investment in a development area. Certain areas in Israel 

have been designated by the government as development areas, and 

new plant investment is encouraged in these areas. The following 

question was asked: 

Assume that the management of the firm decided to establish 

a new plant. The Ministry of Trade and Industry has sug- 

gested that you establish this plant in a certain develop- 
ment area. According to your calculations, the return on 

investment will be 15% after tax if you invest in this town, 
after taking into account all incentives and government help. 

Please circle one of the following: 1. I would invest in 

all cases in the development city; 2. I would invest in 
the development area if the yield in the center of the 
country is as high as 25%; 3. I would invest if the yield 

in the center of the country is 20%; 4. I would invest if 
the yield in the center of the comtry is 15%; 5. I would 
invest if the yield in the center of the country is less 
than 15%; 6. I will invest only if the yield in the center 

of the country is less than 10%; 7. I would never invest in 

the development town. 
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The Kendall rank-order correlations between the percentage 

of Sales to the government und the answer to this question are 

displayed in Table 1. Note that all correlations are in the ex- 

pected direction, and that they are all statistically significant 

at the .035 level or less, 

Table 1 about here 

A second question tapping the influence of the government on 

managerial decisions was as follows: 

You are looking for a Vice-President, and are trying to 

locate a good man. Two persons were suggested to you. 

One of them is liked by a central government personality, 

but does not have the optimal qualifications for the job. 

The second man has the best qualifications, but his same 
government man doesn't like him. Would you 1. Take the 

first man; 2. Take the first man only if the job requires 

contact with the government; 3. Take the second only if 

‘the job does not require contact with the government; 

4. Take the second man. 

The Kendall tau correlation between the answer to this 

question and the percentage of sales to defense is significant 

at the .05 level. Firms that sell more to defense are more likely 

to choose the vice-presidential candidate favored by the government. 

The extent of the financial limitations faced by the firm was 

assessed partially by the following question: 

Do you think the firm is limited in choosing its source 

of funds? 1. No; 2. Generally no; 3. Usually yes; 

4. Always yes. 

The answer to this question, as hypothesized above, correlated 

-.112 with the answer to the question on investing in a development 

area, a relationship which is significant at the .04 level. The 

direction of the correlation means that firms that were more 

limited in their financing tended to more frequently be willing 



DEW Ot Bk a 

“8: 

. ae” as TC hate? ot ioe anit Pea ‘gem Etat 
engi upon dot ad Vi eho gem Huh ai wlwE > .t_f eae pie: Mh 
- vita Biusew oy avot- 2 syqendaevos. wel aeew penn 

ont 

agains rag, oi 

c 

Pe a 

0 Teams 9¥ 3 IS te 6h naw nit gees ny waoaa, Ar. 
6 
i 

ai ME, 

[eaenereaT ‘oth joe ryed(io2 o*etops® dna. i9ab dot 9 ; 

| a) 7 10 F fen va, 

pi splnad ine aol npg vs si ; " Rin i) 

smal oh lh ina. da e- rn 

A 

spay ells mj LS iv i bs eat ta aes 

fe eee . Trae a DY re. 

fp bs i & 
‘ AL: 7 

5 nee ire Pruitt) eas i ae fun i . i ms i, a ’ 

| apa Teh ey wane a i CaN oat 
poe cnt nee ne, 

ote ais od satadanb ee | 

realy’ sh 

ea Ninos Saicd det 

(atts col ere aes nen dalzelet3e rasp Habeas, “ a 

hd *ameat tage a “oener ob, of ‘astes Me sguandorna wh bag base 

-ghing 70m oa ovdsiol. ay eater 1 ten ‘vast Cake faye! a, ‘tel, a 

na . “tanasrseoy wid bie boxownd panhtionge int ie Leow daoty, ad rouse ot 

aa att na he oder hed , rae! adios 9 ‘aay So dives ot 

gonbe ls. ey ata sae nak kad tive f ei leah soiis tom 

ae 
badetoyzgs wie erect al sei sen aes a omer wee” , 

“Anemno Laval, ty id & 

teva Ay? oo ahs pokey pind omer 

orig cio nat aa ae abn col seboige id c y 

Bs, ‘sor iaoup ani jos Tet adi gl Bietineg = i 

rw Se crgel ial Pits as) 

oe ‘ A. ap 

ae 

y 

4 with aneeah 1, nos seu ait: ‘oy ‘i 
bs 

ee sy yy i} it 

ae 



ile 

to locate in the government-sponsored areca. The correlation be- 

tween this question and the one on choosing the vice-president was 

in the expected negative direction, but did not achieve statistical 

significance. 

Yet another measure of the influence of external organizations 

on the managers' decisions was obtained from the following question: 

Please rank the following bodies according to the amount 

of influence they have on your freedom to make decisions. 

(The ranking proceeds from 1 for most influence, to 15, 

for the least influence.) 

The groups include government ministries, shareholders, directors, 

workers, customers, suppliers, and competitors. The influence of 

the Ministry of Trade and Industry was correlated non-parametrically 

-.098 with the extent of financial limitations reported, significant 

at the .06 level, nie correlated -.121 with the percentage of 

sales made to the Shekem, which is significant at less than the 

-03 level. The reported influence of the Ministry of Finance was 

also related to the reported financial limitations, with the Kendall 

tau value of -.172 being significant at less than the .003 level, 

while the influence of the Ministry of Finance was correlated at 

less than the .10 level of significance with the percentage of 

sales made to defense (Kendall's tau = -.085). Once again, then, 

we see demonstrated the relationship between both sales interde~ 

pendence and financial interdependence and the reporting of in- 

creased governmental influence on managerial decisions. 

In addition to the interdependence resulting from the sales 

distribution of the firm, and the possible interdependence arising 

from financial limitations, there is a third concern which involves 
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the ownership of the firm. Companies owned largely by foreign 

investors feel they have a special task of legitimating themselves, 

or of being good corporate citizens, in any country. We would 

therefore expect that the ownership of the firm might pose some 

special concerns in dealing with the environment, which will be, 

perhaps, reflected in the reported influence of the government on 

managerial decisions. A question measuring government impact on 

managerial decisions was the following: 

You have to decide between two alternatives. One al- 

ternative will ensure you the sympathy of the senior 

government minister; the second one, according to your 

best judgment, is better from the point of view of your 

firm and does not hinder any interest of the government. 

Would you 1. Choose the first alternative; 2. Choose 

the second alternative. 

The answer to this question was negatively related with the per- 

centage of foreign private ownership, with the Kendall tau value 

of -.11 being significant at less than the .03 level. This means 

that the greater the percentage of foreign ownership in the firm, 

the more likely the manager was to choose the alternative favored 

by the government. 

In contrast to the reports of managers of firms owned by 

foreign investors, the percentage of government ownership of the 

firm was positively correlated with this question, with the 

Kendall tau value of .140 being significant at less than the .01 

level. The organization owned largely by the Israeli government 

does not have the societal legitimacy issue to face as strongly, 

and hence has managers who tend to choose the second alternative, 

the one that is best from the point of view of the organization. 
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Firms owned by loca] investors would be expected to fall somewhere 

between these previously presented results, and in fact, there was 

not a significant correlation between the percentage of private 

local ownership and the answer to this question on governmental 

impact. 

We would’ expect that firms that were largely owned by the 

government would have the power to be more independent of other 

governmental bodies, and in fact, we find that there is a predicted 

positive correlation of .126 with the influence of the Ministry 

of Trade and Industry and the percentage of government ownership 

of the organization. This relationship, significant at the .02 

level, means that firms that were owned more by the government 

ranked the influence of the Ministry of Trade and Industry 

lower. The correlations with the other ministries were not sig- 

nificant, however. 

The Influence of Banks 

We. hypothesize that the influence of banks on the decisions 

made by the firm would be directly proportional to the extent that 

the firm is in poor financial condition. When the opportunities 

for financing are limited because the firm is in financial trouble, 

banks, as providers of the necessary funds, should be able to exert 

relatively more influence. Bank influence, as ascertained in the 

question asking which extern.i bodies had the most impact on de- 

cisions, was correlated -.135 with the extent of reported financial 

limitations, a relationship which is significant at less than the 
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.O2 level. The direction of the correlation means that firms that 

were more limited in choosing their source of funds ranked banks 

relatively more important in influencing Ene cen atone: At the 

Same time, the percentage of government ownership was correlated 

-117 with the influence of banks, significant at the .03 level. 

This suggests either that under government ownership, financial 

conditions in the firm tended to be better, or that the problem 

of obtaining financing were reduced because of the connection to 

the government. 

How Managers Report Spending Their Time 

It is to be expected that not only managerial decisions and 

attitudes, but also reported time allocations among alternate 

activities should be affected by the existence of situations of 

interdependence with important external organizations. Correlations 

between the reported time spent in dealing with external organi- 

zations and those factors that have been postulated as influencing 

interdependence further support the conceptualization of these 

factors as sources of organizational problems. 

The percentage of the time managers report spending with the 

government is correlated non-parametrically .102 with the percen- 

tage of foreign private ownership in the firm, and .109 with whether 

or not the firm believes its sales are being hindered by financial 

problems, with both correlations reaching statistical significance 

at less than the .04 level. The percentage of time spent with 

banks is correlated .170 with whether the firm's sales are being 

hindered by financial constraints, and this correlation is sig- 

nificant at the .001 level. The percentage of time spent in 
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contact with the Ministry of Finance is similarly correlated with 

the reporting oi financial constraints, with the Kendall tau 

value of .128 being significant at the .02 level, while contact 

with the Ministry of Trade and Industry was correlated .154 with 

the same question, a relationship that is significant at the .003 

level. While correlations of reported time spent with government 

ministries are not significantly related to the percentage of sales 

made to the government, the sign of the relationships is in the 

expected positive direction. 

We see, then, that the percentage of time and reported con- 

tact with both banks and the principal government economic min- 

istries are significantly positively related to the existence of 

financial constraints on the firm. These data reinforce our 

earlier conclusions that financial problems create increased inter- 

dependence between the organization and the banks and the govern- 

ment. 

-Attitudes Toward Exports 

“Exports are very important to the Israeli government. Export 

incentives are given, and exports are normatively valued in the 

Israeli culture. Willingness to export, then, is an attitude that 

is strongly desired and encouraged by the government. 

The following question was asked: 

From the point of view of demand, you can sell all of your 
firm's output both in Israel and abroad. Assume that the 

rate of profit in the local market is 25% on sales. What 

will be the percentage of production that you will sell 

abroad under the following profit conditions. Profits 
both in Israel and abroad are after taking into account 

all of the export incentives. (Profit abroad ranged from 

257, down to 54). 



| i ie ont 

nt : Wie 

; 4 sb3009 ‘ef iW, 

| asi Hr, ‘baravanads. aha er) i hd 
(ae ; aa he 

* £00, "eh 46 ‘eat i ace aia ania netis +: a0 nsun ang ee £ 
‘a 
a 

a4 

- - ; uf 

af sa as deren nad ‘a ngs ae ‘ame ae t 
ue ~ an 

oe, ‘ : Stee ge 

7 - ‘ 

ee 

re ee. 
a “m0 taaoges baa ana Yo exes a anita so yom 
— ; 

: ithe <dhaoaose dagaartawe? fogioarag a barn arid ised iste 8 

A ‘ to Sonnnsiane, ads od eon cave een gin om 

an i he re we © r DE es F : 

ry as “tate ovata sin), geet? ort odd Ae’ amieutns 
s as et vem Seat che i 4 eke (oy Re eer 

a ordi’ bepessanit aiid boosting Leadon aH, gbtentoony sate hm 

he ' zs A; eves 8 ant Site ead, a3 Sam misastaas att nape, 89 

a at a : “te e =A 5 = ns f a 

; ys co ; at “ - 
m. me ay 

8, e ; i At =e) a 

es - as asi  aamnecontog Hoya! siti ae Anes, oe, ve cored! 

; . ay ot bauiny- eke main a4b asim bee Ea ~~ oH rete 

oh sans aborixseipe at naa rindae, Oe: teomge tts ‘ 

\ Sppahaenovet os ui Hingeawoses, Sim, hapa enon 

iteaae Ree. aokyaenun 

gua Bq tle tee se; voy nn ginal: 8 yet 
eet dedd eeaee Ghar ee ‘hive’ foesal. we 
ret |, aula he: yee A: {polio Look: 
Mtoe td ie ley, ye res” Souhery bad 

S1p2oet opened 3 than, S29 039: re 

/aqmpDog, HAMS -BAteA 4 tn 56 baoady. 
rece hagites iene yhorh Poe anivo 



malig 

For all profit conditions, the greater the amount sold abroad, the 

more the manager could be assumed to be attempting to please the 

government. This is because the firm, able to, hypothetically sell 

all of its output either in Israel or abroad, is generally through- 

out the question taking smaller profits by selling more of the 

output abroad, compared to selling it at home. 

Considering the final category, when the profit on sales 

abroad is only 5%, we find that there is a relationship between 

the percentage the manager says he will sell abroad and the ex- 

pression of sales constraints due to financial limitations, with 

the relationship being significant at the .09 level. Furthermore, 

the percentage sold abroad is correlated -.111 with the expressed 

importance of finance as : factor contributing to managerial suc- 

cess, a correlation which is significant at the .03 level. This 

indicates that managers facing financial problems are more willing 

to do things the government desires. The percentage the manager is 

willing to Adpbnetabeondeat vedueed profits is correlated -.116 

with the importance of export incentives to his decisions, and 

this relationship is significant at less than the .03 level. 

Managers in firms in which sales are limited by financial problems, 

and managers who feel that export incentives are important for 

the firm are more willing to cooperate with the government in 

selling more of their output abroad. 

The question of how much output the manager was willing to 

export did not correlate with the percentage of sales made to the 

government, though this result is possibly an epee of the fact 

that firms that sell a great deal to the government are not likely 

to be making products which are readily exportable. 
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The Jmportance of Good Political Connections 

The following question was asked of the respondents: 

Please rank the following iactors according to their 

actual effect on the advancement of a manager in Israel. 
(One factor is Political Contacts). (The ranking proceeds 

from | for most important to 7 for least important). 

We would hypothesize that firms in situations of great inter- 

dependence with the government would have managers who would tend 

to rate political contacts as being relatively more important 

than managers of firms who were not as interdependent with the 

government. Much like the percentage of time spent with different 

external groups, this question provides a measure of cross-vali- 

dation on the external influence of the government arising from 

various situations, and also indicates the extent to which managers 

are responding to this type of external influence. 

The Kendall tau value for the correlation between the impor- 

tance of political contacts and the percentage of sales made to the 

defense sector is -.187, significant at the .003 level. In other 

‘words, the greater the percentage of sales made to defense, the 

more important is the ranking of political contacts as a factor 

for managerial advancement. 

An additional question tapping the perceived importance of 

political connections was the following. 

Below you have a list of certain personal traits. To 

what extent do you think any one of these traits is 

important for a good manager. Please indicate those 

that you think are 1. Very important; 2. Important; 

3. Helpful; 4. Unimportant. (One of the traits 
listed was “he has very good connections in the govern- 

ment .") 
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We can hypothesize that answers to this question would tend to be 

related to the extent to which the manager believes that external 

factors, over which the government has control, are important to 

the euecess of the firm. To the extent that the success of the 

firm is dependent upon cconomic variables controlled by the govern- 

ment, the manager should express the belief that good political 

connections are relatively important for managerial success, 

These predictions are supported in the data. The percentage 

of exports of the firm is correlated -.116 with this latter ques- 

tion, suggesting that the larger the percentage of exports, the 

more important good political connections are thought to be, and 

this relationship is significant at the .03 level. 

When the respondent was asked: 

Please rank the following factors according to the 

influence they have on your freedom to make decisions. 
(One of the factors is customs protection on local 

production). 

we found that this factor was correlated .118 with the importance 

of good political connections. The more important this factor was, 

the more important political connections were thought to be, ina 

relationship that was significant at less than the .03 level. 

Finally, the question was asked: 

Based on your experience, please rank the following 

factors according to those which you think are most 

important for the success of the firm's management. 

The factors, largely controlled by the government, and the 

correlations between their ranking-and the question of the im- 

portance of having good political connections, are displayed in 

Table 2. The importance of the wages policy, while not correlated 

with this dimension of the importance of political connections, was 
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Table 2 about here 

correlated .197 with the question of how much political contacts 

helped in the advancement of the manager in Israel. 

The extent to which the manager attributes the success of the 

firm to factors essentially external to the firm, and under the 

control of the government, is related to his belief in the im- 

Portance of good political connections for managerial success 

and advancement. Once again we see highlighted the interdependence 

between the firm and its external environment, and how this inter- 

dependence influences the perceptions and attitudes of the Israeli 

managers. 

Conclusion 

The data reviewed in this study appear to indicate the impor - 

tance of external organizations in influencing the attitudes of 

managers in the focal organization under consideration. Inter- 

dependence, the result. of transactions interdependence, financial 

interdependence, or an interdependence growing out of a need to be 

socially legitimate, tended to consistently influence the Israeli 

Managers interviewed to take positions favored by the external 

organization with which they were interdependent. The importance 

of good political connections was related to the extent the managers 

believed that external factors under the entre of the government 

contributed to their success and advancement. And, the time re- 

ported spent with various external organizations was also correlated 

with the firm's interdependence with these external agencies. 
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The data appear to point up the need to consider external in- 

fluences in seeking to analyze organizational behavior, and also 

provide some evidence of the usefulness of the concept of inter- 

dependence in aiding this consideration. 
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1 : ; 
At the time the research was done, the exchange rate was 3.5 

Israeli pounds per American doliar. 

2the Shekem is the equivalent in Israel of the American military 

commissary, or PX. 
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Gove 

Government Agency 

Defense 

Shekem 

Other government 

Total government 

*Kendall rank-order 

Tabter ne 

lations of Percentage Sales to Various 

smmmental Agencies and Willingness to 

Invest in a Davelopment Area 

Corre Lation* Level of Significance 
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Correlations Between Llinportance of Having Good Political 
Connections and Importance of Factors for the 

success of Management 

Factors Corre lation* Level of Significance 

Indirect taxes .188 002 

Monetary policy 169 .005 

Export incentives '.202 .001 

Incentives to development 

areas 52UP 001 

Customs 142 015 

“Kendall rank-order correlations 
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