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Abstract: Modern management process may be viewed as one constant series of decision making and crea-
tion of conditions for effective decision realization. In the process of organizing it is important to verify
the organization effectiveness and implement corrections in order to maintain or increase this effectiveness.
For the purpose of situation diagnosis and improvement of organization’s results, the three-efficiency-levels

approach is used (organization level, process level, workstation level). Degree of decision effectiveness (ef-
ficiency) will depend on rationality of the problem solving process. Therefore, it is necessary to determine
the primary and supporting goals as well as strategies for their realization and to take care of the quality
of organization’s internal activities, which includes full readiness for cooperation and flexibility towards

changes.
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1. Introduction

This article is a continuation of its authors’ considera-
tions included in two previous articles [23, 34] related
to company logistics and production management.

In the first of those articles, when describing chosen
aspects of system concept of logistics from the effi-
ciency point of view, the authors mentioned a method
of affecting efficiency in a logistics system and pre-
sented five different relation variants (initial outlay, re-
sults) referring to the shape the efficiency formula
takes.

Also the authors mentioned shaping of logistics system
efficiency from the view of assumptions and phases
of logistics development [23].

In the second article, on the other hand, the modern
production management systems were compared with
regard to utilitarian efficiency [34].

Visibly, the efficiency issue was signalized in both
mentioned articles, and its broader description will be
the subject of this article. As it is hard to propose a sin-
gle logical construct of management efficiency (effec-
tiveness, productivity) to the reader, the broad issue
was narrowed down by the authors to some key areas.

2. Research problems

In the presented paper, the authors concentrate on a few
important directions of management efficiency re-
search, including:

e different approach to the essence of efficiency (ef-
fectiveness), way of its presentation and measure-
ment,

e division of efficiency into: economic, organizational
and managerial ones,

e essence of increasing of organization efficiency;

e determining the efficiency in processes of: planning,
decision-making, organizing, coordinating, motivat-
ing and controlling,

o cfficiency problems concerning human resources
management process, especially with regard to: re-
cruitment, selection, training and efficiency man-
agement system,

e gathering knowledge on the efficiency of manage-
ment style and time management,

¢ methods of improving managerial work and increas-
ing organization efficiency.

Plan of resolving the above mentioned issues will be
based on identification of four key problems.
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First problem concerns defining efficiency as a unit
of measurement of productivity: if we compare two
mines with similar manpower, extracting the same type
of coal in the same environmental conditions, with use
of similar type of equipment, then the mine which ex-
tracts more coal is viewed to be more efficient.

Second problem concerns so called managerial effi-
ciency, which refers to effectiveness of management as
opposed to the effectiveness of the whole production
unit.

Third problem is the degree to which a given firm
should achieve the highest results in a particular, spe-
cific environment that surrounds it.

Fourth problem is the way of efficiency evaluation
in the sense of the rate of profit. While from the point
of view of an entrepreneur the highest capital efficiency
is achieved when the rate of profit is maximized, from
the society’s point of view the most effective allocation
of resources may be achieved i.e. when the rate of prof-
it is minimal.

In works devoted to issues such as organization or
management, the term efficiency is used in the same
meaning as effectiveness or performance. P. F. Drucker
used to say efficiency means kind of a habit. It is a mat-
ter of certain set of activities, which can always be
trained. Later on, they will become a habit, which we
learn by practicing and once again practicing. This is
how competences are formed.

Efficiency, according to P. F. Drucker, is the key ele-
ment of human and organizational development. It
leads to self-fulfillment and allows a modern society to
survive; it is the degree of target fulfillment [6, p. 182].

Efficiency is also, according to this author, the degree
of realization of a goal. An extremely important prob-
lem in the activity of every entity with regard to this
matter is, therefore, proper definition of goal as well as
means for its realization.

Obtaining a positive result of actions should be accom-
panied by: precise identification and determination
of the need for introduction of changes; planning and
carrying out of a project, which serves the purpose
of fulfillment of a certain need; involvement of the
whole staff, who should be aware that effects of activi-
ty are massively determined by work quality, which,
therefore, should be constantly improved, in order to
result in an increase of resources management efficien-
cy (including increase of profitability); maintaining
pace and direction of changes, which is to help to fulfill

a given need; constant improvement of actions in ac-
cordance with the Deming circle [28, p. 211].

3. Basic concepts

Organizational efficiency is not an unambiguous term.
The literature presents various approaches to the es-
sence of efficiency, way of its implementation and
measurement. Also, many similar terms are used, such
as: effectiveness, performance, productivity, economy
(3, p. 103].

On the basis of professional literature from the scope
of economics, economics of work, organization and
management or social psychology, it can be stated that
in the last 120 years there was a slow but systematic
evolution of content and denotation of the term effi-
ciency going on: “from a narrow technical and econom-
ic to a humanistic and ecological one” [7, p. 149].

Problem of efficiency has been discussed in Polish lit-
erature from the field of organization and directing with
various regularity for the last 40 or so years. [31, p. 14-
15].

The works concerning problems of organization and
management use the term efficiency in the same mean-
ing as effectiveness or performance.

Efficiency is the key element for human and organiza-
tional development. It leads to self-fulfillment and al-
lows a modern society to survive; it is the degree
of target fulfillment [5, p. 182].

Problem of efficiency cannot be looked at without re-
ferring to means and possibilities of its measurement.
Issue of measuring efficiency is extremely important,
while only then can any area or a whole company be
managed, when the phenomena and processes can be
measured and analyzed, with the use of even such con-
cepts as time or costs. When speaking of efficiency,
it is necessary to consider way of its evaluation. Effi-
ciency is often measured by profitability, and the most
effective allocation of resources is always made with
micro and macro-scale interests in mind [28, p. 194].

Important problem in processes of efficiency measure-
ment is the proper choice of methods. In this area, i.e.
discount methods can be used, which allow evaluation
of efficiency of developmental projects [5].

From the point of view of cybernetics, the scope of ex
post activity efficiency concept refers to a certain rela-
tion between the obtained effects and the initial outlay
needed for their realization. Ex ante activity efficiency,
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on the other hand, refers to the relation between the tar-
get and the anticipated means for its realization [5,
p. 151].

Recently, two main approaches to efficiency, goal-
oriented one and system one, are underlined. The goal-
oriented approach assumes that organizations are estab-
lished in order to achieve the undertaken goals.
The system approach, on the other hand, that rarely are
there all the resources in the surrounding. The meaning
of purposefulness as a characteristic of an organization,
which is a natural system resembling living organism,
is underlined. Both these approaches, according to
A. Kister, differ profoundly starting from basic as-
sumptions, through the view on the essence of evalua-
tion efficiency and stage-character, evaluation criteria,
ending with efficiency measurement [12, p. 4].

“In general, productivity informs us how many units
of product can be obtained from a unit of a certain fac-
tor” [29, p. 285].

R. Koch, on the contrary, says productivity is “every
measure of production output divided by a measure
of initial outlay (i.e. profit per unit of initial capital)”.
Apart from that, productivity is never an unambiguous
goal in itself: by its evaluation one must consider the
adopted measure and the motives which determined its
choice. Often, a very good measure of productivity
in many situations is the economic value added [14,
p. 199].

Literature on the subject distinguishes between partial
and total productivity. Partial productivity is the rela-
tion between total number of products (or number
of products of certain type) and the amount of particu-
lar types of resources used for their manufacturing.
Thus, this productivity refers to different production
factors. Therefore, one can speak of: work productivity,
capital productivity, land productivity, energy and re-
sources productivity. Total productivity is the relation
between the total number of products and total amount
of resources used for their manufacturing [24. p. 341].

A Bobak, however, distinguishes between standard and
structural productivity. Standard productivity (turno-
ver) is the relation between total sales revenues and
cost (value) of the production factor (resource) used.
It allows comparing the revenue index in time that is
the amount of revenues which falls on a monetary unit
ploughed into project from the company resources.
This type of productivity is distinguished by activity
of production factors, as it is used in the economic pro-
cesses.

Standard productivity is biased by the error of inade-
quacy, while only one factor determines the end effect.
Standard productivity which produces effects through
specific types of company activity aims at eliminating
this problem. A necessary condition for its calculation
is finding the part the particular types of activity have
in the total company revenues, that is the end effect.
Structural productivity is the relation of divided end ef-
fect (falling on a given activity) and costs of this type
of activity. Statistical key figures used in this case serve
the purpose of dividing the end effect into particular
types of activity [4].

As stated by A. Kosieradzka [17], observation, evalua-
tion and analysis of productivity in a company is a tool
of successful management, and it enables:

e cvaluation of results achieved by the company in
comparison to other companies within the same in-
dustry,

e identification of ‘weaknesses’, that is these fields
of operation which are the reason for poor produc-
tivity and which require improvement,

o establishing programs of productivity improvement;

o ecstablishing strategic plans of a company,

e observation of trends of changes of partial and total
productivity indices,

e linking company payroll policy with its producti-
vity.

Market requirements force companies to constantly im-

prove productivity and search for new ways of increas-

ing it. In many countries, Japan in particular, increasing
productivity is treated as a sort of company philosophy
and forms a special movement towards productivity

[24, p. 34].

4. [Economic efficiency

Efficiency reveals itself in each purposeful human ac-
tivity. However, when speaking of company results’
analysis, it is necessary to: identify the effects, measure
them, find a proper basis for comparison and formulate
methods for synthetic evaluation of effects [2, p. 191].

Economic efficiency may be viewed as “a result
of economic activity, defined by the relation between
the effect and the initial outlay” [Polish Language Dic-
tionary, PWN, Warsaw 2004]. An important feature
of economic efficiency is the purposefulness of action.
The scope of meaning of economic efficiency changes
in time and, therefore, one can speak of a defined rela-
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tion between the achieved results and initial outlay
as well as relation between activity goal and the means
necessary for its achievement.

Economic efficiency is an important tool of manage-
ment efficiency measurement, and is viewed as a cer-
tain boarder-line for achieving best results [2, p. 191].

Economic efficiency is related to productivity. At the
same time, it is important to bear in mind a famous
statement by M. Imai (president of Kaizen Institute):
“even the biggest fool is able to increase his work effi-
ciency, if he spends the proper amount of resources for
this purpose. The true achievement is to increase effi-
ciency without investing in new equipment” [2, p. 191].

In his actions, a manager has to use a broad spectrum
of economic indices, which make the resource man-
agement easier. Manager concentrates his attention
on the parameters of capital profitability and those re-
ferring to the ability to pay bills [19, p. 139].

Usually, “partners of a company are mainly interested
in its liquidity ratios. This refers to banks which grant
short-term loans and to suppliers who grant commercial
credits. What is important for them are the current as-
sets to current liabilities liquidity ratio. Current liabili-
ties cannot exceed the level of current assets” [19,
p. 139].

In a broader sense, the term economic efficiency refers
to “the best results in production or distribution
of products and services under the lowest costs. Effi-
ciency is measured with the use of synthetic, partial in-
dices of resource management productivity. Those
indices, however, do not express precisely the efficien-
cy of particular production factors, or the efficiency
of a company as a whole.

The effects of economic activity are very complex: in-
direct and direct, positive and negative, desirable and
undesirable. Many types of effects may be distin-
guished, i.e.: increase in work efficiency, increase
of foreign exchange due to export of new production,
increased profits, increased production volume, in-
creased production quality as well as deterioration
of working conditions, deterioration of environment...”
[24, p. 100].
On the other hand, the efficiency of a company may be
measured with the use of such variables as:
e productivity, that is output-input ratio,
e morale, that is the level of satisfaction of employ-
ees’ material and emotional as well as higher needs,

as a result of attaching more sense and meaning to
goals and tasks,

e adaptation, that is company care about client satis-
faction, high quality of products and services,

o flexibility, that is the degree of company adaptabil-
ity to changes,

e institutionalization, that is the degree of society
support for company’s mission, goals, norms and
values,

o stability that is low level of disturbance, good rela-
tionships between employees, managers and clients
of the company [7, p. 193].

If the problems of economic efficiency evaluation are

referred to production activity of organization, then

it should be assumed that this efficiency will be deter-

mined by three factors:

e initial outlay incurred for the preparation of means
for activity,

e cffects in the form of new means (products),

e time of realization of specific action, in which
the systems are used and the effects are generated.

5. Organizational Efficiency

Organizational efficiency is the ability of a company
to currently and strategically adapt to changes in the
environment, as well as productively and economically
use its resources in order to realize the adopted struc-
ture of goals [7, p. 100].

It can be achieved when it is treated as a process
for development. The true nature of efficiency is, there-
fore, a process, interactional process, which encom-
passes phenomena taking place inside of organization,
as well as between the organization and its surround-
ing.

In the theory of organization management, the term ef-
ficiency is often replaced with the term performance.
It is believed that the organization performs better,
the bigger the degree to which it realizes its goals
and the smaller the time and resources outlays for their
realization [24, p. 100].

Organizational Efficiency is ensured by such factors as:
product, plant, processes, programs and personnel.
[18, p. 153, 158]. Those factors influence competitive
advantage through: product — clear functions and
unique operational characteristics; personnel — skills,
training; plant — specific functions, operations, technol-
ogies; programs — quickness, preciseness, delivery
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punctuality, supply; processes — specific methods
of work organization [2, p. 195].

Effectiveness - is the measure of the degree of goal re-
alization. Result, that is the goal, is the anticipated state
of nature, which we want to approach through our ac-
tions. We can either fully approach the goal (the result),
approach it partially or not approach it at all (stand
still), or even get farther from our goal. Our actions
can, therefore, be:

e not at all (neutral),
e counter-effective (negative) [13, p. 22-24].

Natural striving of every thinking human being is to
achieve maximum effectiveness of his actions. All
normal people aim at achieving full and complete ef-
fectiveness of action. However, not everybody give
a lot consideration to the conditions of goal realization,
being under the illusion that the success will come
by itself [13, p. 23].

o fully,

partially,

Table 1. Company efficiency ratios (source: [19, p. 140-141])

RATIOS
I. Operating efficiency: II. Liquidity I11. Profitability: IV. Market ratios
Return on sales = Debt ratio = Fixed Capital Structure | Nominal Value
Net Income Total Debts Ratio = of Ordinary Share =
/ Sales / Total Assets Equity Share Capital

/ Long-Term Liablilities

/ Number of Ordinary
Shares

Profit margin =
Net Income
/ Capital Employed

Equity to Fixed Assets
Ratio =

Ownership Equity
/ Fixed Assets

Return on Capital =
Net Income + Financial
Costs

/ Fixed Capital

Earnings per share =
Income minus tax minus
preferred stock

/ Number of Ordinary
Shares

Payback Period =
Capital Employed
/ Net Income

Fixed Assets Ratio =
Fixed Assets
/ Total Assets

Financial Costs Ratio =
Financial Costs

/ Average Long-Term
Liabilities and Credits
minus Free Cash

Dividend per Ordinary
Share =
Dividends Paid

/" Number of Ordinary
Shares

Turnover of Capital Em-
ployed =

Sales
/ Capital Employed

Current Assets Self-
Financing Ratio =

Current Liabilities
/ Current Assets

Return on equity=
Net Income

/ Average Total Equity

Dividend ratio =
Dividend per Share

/ Share Market Value

Fixed Capital Investment
Ratio =

Fixed Capital Investment
/ Amortization

Current Ratio =
Current Assets

/ Current Liabilities

Return on Share =
Eernings Per Share

/ Share Market Price

Assets Liquidity Ratio =
Current Assets
/ Total Assets

Net Assets =

Current Assets minus
Current Liabilities
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An effective organization is characterized by the fol-
lowing skills: it successfully wins resources, manages
them appropriately, achieves the marked-out goals
and fulfills the needs of its employees [2, p. 215].

Managerial effectiveness is one of the basic require-
ments in the game of organizational effectiveness
and is the most important input in the organization de-
velopment. Effectiveness is the hope for economic
productivity and social living of a modern society [6, p.
186].

Second basic form of efficiency is the benefit (B).
“There is a difference between a useful result and costs
of actions” [11, p. 19]. Nonetheless, according to an-
other concept, “it is the difference between utilitarian
result and the outlays required for its achievement —
that is, it is the utilitarian effect (E) minus outlays (C -
costs)” [13, p. 22-24].

E-C=B (1)

as the cost of action (outlays), we will obtain the Bene-
fit, similarly to effectiveness, may be positive, neutral
or negative. If we take R as an utilitarian result and C
following situations [13, p. 24; 11, p. 24]:

R > C — beneficial action

R = C - neutral action from the point of view of
benefit

R < C —unbeneficial action.

At the same time, both the effects and the outlays
should not necessarily be viewed only in the financial
dimension, but rather in a general one. One can ‘scrape
together’ big amount of money, but his health or family
relations may deteriorate. On the other hand action
could be ineffective but turn up to be beneficial. Let us
assume that somebody wanted to write his doctoral the-
sis. He went to the library and read books and, at the
end, failed to write the thesis but met a beautiful librar-
ian and married her eventually [13, p. 24].

There exist the following variants of relationship be-
tween effectiveness and benefit: [11, p.19-20]:

e effective but unbeneficial action,

e ineffective but beneficial action,

o cffective and beneficial action — efficient action,

o ineffective and unbeneficial action.

Third basic form of efficiency is the economy.
W. Kiezun defines it as “relationship between utilitari-
an effect (E) and costs (C) of action” and W. Koby-
linski calls it the quotient of effect and outlays [11, p.
25; 13, p. 20]:

E
E.= C 2
where:

E. — economy,

E — utilitarian effect,

C —costs.

The essence of economy is described by the relation-
ship between effects and outlays needed for their
achievement. If this is the case, then:

E. > 1 — action is economic;

E. =1 — action is economically neutral;

E. <1 — action is not economic.

A natural striving of every thinking human is increas-
ing this ratio of economy, so that it is as big as possible
and higher then 1. This can be achieved in two ways:

e increasing the effect under constant costs

ET
- 3
— 3)
or
o the same effect under decreased costs
E -
— 4
cT @
These are two different ways of increasing

the economy ratio of our actions. When speaking about
increased effect under constant costs, we refer to the
type of economy that can be called productivity (3).
On the other hand, if we decrease costs, we refer to the

second form of economy, which can be called econo-
mizing (4) [13, p. 25-26].

Organizational efficiency may also be regarded from
the point of view of profit maximization with the use
of different means. Such maximization, if achieved
with the use of economic and technical means, is con-
nected with productivity. If its achievement is accom-
panied by other non-economic or political means,
the increased efficiency does not contribute to increase
of productivity. Increase of efficiency achieved with
both mentioned types of means usually manifests itself
as: storing energy, growth, survival and endurance
of organization and as increase of organization’s con-
trol over external environment [10, p. 264-265].

In Polish literature, an interesting attempt to build
a multi-criterion model of organizational efficiency
evaluation was made by M. Bielski and J. Olszewski.
Namely, they distinguished seven dimensions of effi-
ciency and defined for each of them appropriate criteria
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of efficiency and their measures or indicators [3,
p. 120]. In the above mentioned theory, the following
dimensions of organizational efficiency were distin-
guished:

e material, referring to realization of company’s mis-
sion,

e cconomic, referring to relation between effects
and outlays,

e gsystem, describing “health” of the organization sys-
tem and its ability to exist in a given surrounding,

e “political”, referring to organization’s relationship
with its surrounding,

e political — without the inverted commas — referring
to the organizational efficiency in preserving (or
disturbing) the existing political and social order
in a country,

e cultural — referring to the ability of an organization
to preserve and/or change existing cultural values
and norms in the social surrounding,

o Dbehavioral — representing the interests of members
of an organization [8, p. 87].

Material dimension refers to realization of the geno-
type function of the organization. It says how effective
an organization is in fulfilling specific social needs
and to what degree it achieves its external goals. Simi-
larly to efficacy from the praxeology point of view, this
dimension does not consider the cost of achieving
goals. Therefore, this dimension has greater meaning
in evaluation of efficiency of non-profit organizations,
which fulfill social needs that are harder to quantify as
outlays and effects. For example, a measurement of ef-
ficiency of school or university should be the level
of education of its graduates and not the cost of their
training. However, this dimension has also got meaning
when efficiency of some economic entities is evaluated,
especially in case of lack of some products or services
in the market [3, p. 114].

Economic dimension (economic efficiency) encom-
passes criteria which in various ways present the rela-
tion between effects and outlays. If it is the relation
between effects and outlays, then the criteria are: per-
formance (people, equipment), productivity (fixed as-
sets, property) or profitability. This corresponds with
praxeological concept of economy. If there is a differ-
ence between effects and costs, it is measured by profit
(reflecting praxeological benefit).

Economic efficiency is relatively easy to determine
in economic entities, although even in this case exist ef-
fects and costs which are hard to present in terms

of money (i.e.: intellectual, knowledge input of special-
ists). In non-profit organizations the economic dimen-
sion has often got smaller meaning than the material
dimension; simultaneously, the economic measurability
of outlays and - even more so — effects, is smaller.
The measure of efficiency in these organizations is of-
ten the dynamics of outlays, i.e.: their decrease in com-
parison to the previous period while keeping the effects
at the same level, expressed in material terms (i.e.: by
the number of beds or patients in a hospital, students
in a university, etc.) [3, p. 114-115].

System dimension (system efficiency) refers to
“health” of the organization system and its ability to
exist in a given surrounding. This dimension is espe-
cially underlined by the supporters of system approach
to organizational efficiency. Without doubt, it is an im-
portant aspect of this efficiency. However, bringing the
whole issue to this aspect only, brings about the sin
of one-sidedness, similarly to the purposefulness ap-
proach. The evaluation criteria in case of this efficiency
dimension are the long-term goals of an organization:
survival and development, as well as adaptation to the
changing environment.

It should be noted — says M. Bielski — that the goal
of surviving cannot be graduated, as the organization
either exists or not. Nonetheless, even in this dimen-
sion, the efficiency can be graduated, as a state of threat
to the survival, i.e. threat of bankruptcy, may itself be
an indicator of low organizational efficiency. Devel-
opment and adaptation will reveal themselves in organ-
ization growth, investments, starting new businesses,
expanding into new markets etc. [3, p. 115].

“Political” dimension (“political” efficiency) refers
to organization’s relationship with its environment.
D. Katz and R. L. Kahn point out to the fact, that the
ability to run a policy towards the environment by the
organization is, next to efficiency, and important ele-
ment of efficiency. With the same efficiency of trans-
formation processes, organization efficiency may be
different, depending on skillful placing of orders, clev-
erness in trade negotiations, right choice of place for
investment etc. “In general, [...] it can be said that
transactions with the environment have, to some extent,
a political character...” [10, p. 252].

The result of “politics” in this sense is the exploitation
of the environment, which is, obviously, only possible
within limits in which it does not threaten the future
of the organization (limits to “robber economy”). “Po-
litical” actions may just as well be directed towards in-
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side of the organization and aim at achieving the best
possible (from the point of view of organization) condi-
tions of people’s participation, i.e.: work in extra hours,
intensification of efforts, limitation of wage claims.
Criteria of the “political” dimension can be bargain
force of the organization against the environment, mo-
nopolistic position, bargain force in negotiations with
employees and other stakeholders of the organization.

The inverted commas in this dimension refer to the or-
ganization politics towards other entities, sort of “small
politics”, as opposed to “big politics” [3, p. 115-118].

Political dimension (political efficiency) — without in-
verted commas — refers to company efficiency in pre-
serving (or disturbing) the existing political and social
order in a country. It is organizational efficiency from
the point of view of not the organization itself, but
the ruling class or political party. Although organiza-
tion efficiency is only seldom officially evaluated with
the use of this dimension, it is used commonly in real
life. In countries ruled by communists, especially soon
after overtaking the power, this dimension ousted out
all the others, especially the economic one. Also, it in-
fluenced investment decisions which aimed at creating
big economic entities and, at the same time, working
class centers [3, p. 118].

Cultural dimension (cultural efficiency) refers to
the ability of the organization to preserve values and
norms, which enable the society to keep its cultural
identity, as well as to contribute to the development
of culture (in broader understanding: technical, organi-
zational, sanitary, and not the strict sense) and to adapt
to the changes in culture on global scale [3, p. 118].

Behavioral dimension (behavioral efficiency) encom-
passes such criteria as job satisfaction, increase of in-
ternal conflicts, employees’ morale, etc. This
dimension reflects the interests of members of an or-
ganization, and is used for evaluation from their point
of view, but not only. Efficiency of an organization
in this dimension may increase the efficiency in other
dimensions, such as: material, economic, system.
It might also be positively correlated with the political
dimension — conflicts in workplaces, when they exceed
certain degree of intensity, often turn into political con-
flicts (i.e.: conflicts in the Gdansk Shipyard in 1970
and 1980, strike of miners in Great Britain). On the
other hand, this dimension could be totally inconsistent
with the others, especially with the “political” and eco-
nomic ones (high efficiency and high satisfaction do
not always accompany each other) [3, p. 119].

In the Polish literature concerning organizational effi-

ciency, purposefulness is also represented by L. Krzy-

zanowski [15]. What is doubtful, however, is the meas-
urability of goals in an objective way. Goals are
sometimes hard to grasp. According to D. Katz and

R. L. Kahn, one of the key factors serving the purpose

of organizational efficiency evaluation are the relations

with the environment (transactions, bargain force, etc.).

This argument is also not settled by the proposal

of S. Kownacki. Therefore, at this point, it is interesting

to present, above all, the scheme of efficiency dimen-

sions of M. Bielski [3, p. 62]:

e end goals — means and their use (most similar
to purposefulness approach),

e entry efficiency — transformation efficiency — exit
efficiency (most similar to system approach),

e cconomic measurement of efficiency — behavioral
measurement of efficiency (presenting the content
of social sub-system of an organization),

e goal realization — maintaining the organizational in-
tegrity — adaptation,

e production — efficiency — morale — adaptation — de-
velopment.

These proposals point to the complexity of the issue
of organizational efficiency evaluation. On this back-
ground, it is clearly visible that praxeological evalua-
tion criteria of aspects of organizational efficiency
evaluation, useful as they are, do not completely ex-
haust the matter of synthetic efficiency evaluation.
Other concepts of multi-criteria efficiency evaluation
aim at measuring efficiency on the basis of goals, con-
ditions to be met and standards. Subsequently, their au-
thors define goals as “desired end result determined by
management”, and the conditions to be met are depend-
ent on the type of organization. l.e. In a company this
could be the quality of products, in school — quality
of education, in hospital — number of successful surger-
ies, etc. Nonetheless, also this proposal appears to be
incomplete [1, p. 106].

6. Managerial efficiency

While the problem of efficiency (especially economic)
has been sufficiently elaborated upon theoretically
in the literature, there is no such basis in the universal
sense. Problem of efficiency as researched by the theo-
ry of organization and management is way more com-
plex than in case of pure economy. It results from the
fact that organization theory researches the efficiency
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of divergent goals, not only economic, but also those
that can be attributed to economic entities and their
constituent parts. Therefore, these can be even human-
istic goals of functioning of organizations, such as: se-
curity, distinction, coherence, survival. In the theory
of organization, concepts of adequate goals hierarchy
and hierarchical organizational structure are used and
the degree of inconsistence of goals realized by the or-
ganization and its specific parts is researched [I,
p- 88-89].

Managerial efficiency measurement may be viewed
from different angles: technical and economic, praxeo-
logical, administrative, bureaucrat, adaptive, human-
istic, personality, organizational, ecological and ethical
[7,p. 151].

Technical and economic aspect of efficiency. Identi-
fying the concept of efficiency with the notion
of productivity is typical for technicians and econo-
mists. H. Emerson, representative of the direction
of scientific management, specialist from the field
of organization and production management and author
of the first concept of goal management, formulated
twelve principles of efficiency (productivity), which
deserve to draw the attention of modern managers and
should be implemented in companies.

Creativity in an effective organization must be viewed
as process and constant element of activity. Principles
of efficiency presented by Emerson currently find full
confirmation and are applied practically by those com-
panies which base their activity on quality [2, p.193].

H. Emerson presents the 12 principles of efficiency

as follows:

e clear goal and defined ideal (clearly defined goal),

e common sense,

e professional advice,

e discipline,

e fair, just behavior,

o flawless, immediate reporting,

e order in the course of action,

e standards and norms (standard ways of operation —
standard methods and operations),

o adjusted conditions

o standardized working methods,

e written instructions for standardized work (written
regulations and instructions),

e prize for productivity (rewarding efficiency) [7,
pp- 151-152].

Praxeological aspect of efficiency. “Efficiency is
a feature of actions which bring some positively evalu-
ated result, no matter if this result was intentional (effi-
cacious action) or unintentional (efficient action).
Efficiency, similarly to efficacy, may be upgradable
or gradable. In the first case the action is either efficient
or inefficient. In the second, the quantity and quality
are considered and so the more efficient action is the
one to bring bigger number of positive results or simply
more valuable results: [7, pp. 154-156].

Administrative aspect of efficiency. Principles of ra-
tional administration of an industrial organization were
formulated and published on the basis long-term re-
search by H. Fayol. It consisted, above all, in increas-
ing the efficiency of managers who ran the company.
In 1916 principles of efficient company management
and human resources management were published.

H. Fayol made it clear, that his principles did not have
an absolute nor rigid character and that they should be
adjusted to each and every situation (intelligently and
within reason), in order to increase the efficiency
of an industrial organization’s management.

Below are the 14 principles of efficient administration
according to H. Fayol:

e division of work,

e authority,

e discipline,

e unity of command,

e unity of Direction,

e subordination of individual interest,

® just remuneration,

e centralization,

e scalar chain (Line of Authority),

e order,

e treating employees well,

o stability of Tenure of Personnel,

e initiative,

o team spirit (Esprit de Corps).

Bureaucratic aspect of efficiency. Concept of bureau-
cracy was introduced by M. Weber as a name for
an organization which was supposed to reflect the
highest human rationality and efficiency.

Rationality meant adaptation of an institution to all
goal-oriented actions with exclusion of everything that
could directly or indirectly conflict with the marked out
goals.
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The model of a rational, bureaucratic organization
should have some specific, advisable attributes such as
[7, p- 158-160]:

e purposefulness of action,

e precision of action,

e quickness,

e unambiguous character,

e activity continuity,

e discretion,

e subordination,

e minimization of conflicts,

e personal and material costs economy.

Basic principles of an efficient bureaucracy activity

of M. Weber are:

o rules and procedures determine the scope of activity
of organization and officials’ competences,

e hierarchical structure and norms regulate the superi-
ority-subordination relationships,

e qualifications and commitment are included in the
employee work documentation,

e official is loyal to the office and not to his superior.

e official relationship is impersonal and functional
with regard to tasks,

e rights and responsibilities of an official define his
position in the office and in the society,

e status of an official is high due to his qualifications
and permanent connection to the office [16].

Adaptive aspect of efficiency. A more modern type
of efficient management of an organization which aims
at improvement was proposed by R. Beckhard.

Forms of management of an organization which is open

to changes look as follows:

e whole organization, its parts and units are goal-
oriented and plan the achievement of goals,

o forms are results of functions; given problem, task
or project imposes the way of staff organization,

e decisions are made by people who are closest to
the source of information, no matter their position in
the official hierarchy,

e managers are equally rewarded or punished (so
called stimuli) for: carrying out short-term tasks,
training their subordinates and creating efficient
teams,

e people are open, speak of facts and feelings known
to them (communicate). Vertical and horizontal in-
formation flows are encouraged,

e “win or lose” behavior occurs rarely; conflicts are
considered problems to be solved,

e if any difficulties occur, they are rather related
to realization of tasks and projects than to interper-
sonal misunderstandings,

e organization and its individual parts realize them-
selves through interactions with the environment,

e given system of values is accepted by all the mem-
bers,

o work of the whole organization and its individual
parts resembles research, which consists in starting
feedback mechanisms in a way that enables learning
from one’s own experience.

Humanistic aspect of efficiency. Model of an efficient
organization was first presented from the humanistic
point of view, among others, by D.J. Lawless, who
made the assumption that there cannot be an efficient
organization without efficient teams of people. There-
fore, a model of efficient team is built.

Conditions for functioning of the efficient team

of D.J. Lawless are as follows:

e atmosphere which supports informal behavior and
provides feeling of relaxation,

e Dbefore approaching to the realization of tasks, dis-
cussion and agreement concerning means and meth-
ods are required,

e goals and tasks must be formulated in such a way
that everybody can understand them and engage
in their realization,

o the rule of listening to what other people have to say
should be complied with. Each and every idea
should be considered seriously and nobody should
be afraid of being laughed at,

e causes of disagreement should be analyzed with the
thought of finding a solution in mind, and not
the thought of crashing the opposing party or re-
moving the quarreling persons,

e most decisions should be taken under certain forms
of understanding and agreement. Formal vote with
use of the rule of simple majority of votes is not the
best basis for an efficient team cooperation,

e criticism should be common, sincere criticism
should not cause threats,

e during discussion of problems, which have to be re-
solved, showing emotion is allowed,

e each person’s assignments should be understandable
and accepted by this person,

e in order for the team to be able to realize the task,
the issue should be “how to perform the task in the
best way?” and not the fact who has the power
or who has the control,
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o efficient team should always be aware of its behav-
ior and undertaken actions [7, p. 161-162].

D. J. Lawless enumerates and describes dependent var-
iables which are positively correlated with organiza-
tional efficiency. These variables are:

e productivity,

e morale,

e adaptation,

o flexibility,

e institutionalization,

e stability [7, p. 162-163].

Personality aspect of efficiency. Main assumption
of the concept of efficient personality is that efficacy
does not equal efficiency, because efficacy describes
only the current level of task realization by given per-
son, while efficiency describes the degree, to which
given person exceeds his actual tasks. In the second
case, therefore, “efficiency is the developmental effica-
cy” [7, p. 164; 22].

This difference in meanings is explained with the fact
that the social environment values “efficacious behav-
ior” more than “efficient behavior”. It happens so be-
cause the first behavior is easy to evaluate and reward,
while the second one is hard to evaluate in the short
run, risky, uneconomic and threatens the realization
of plans “for today”. The drawback of “efficacious be-
havior” is, however, that it might be disturbed facing
change, which, in consequence, leads to decrease of its
efficacy [7, p. 164].

According to this author, only realization of a complete
set of hierarchically organized tasks ensures strong
and flexible developmental effectiveness, which is
characteristic for an efficient person [7, p. 116].

Organizational aspect of efficiency. Managerial effi-
ciency in teamwork organization may be achieved,
among others, thanks to the use of six rules of
B. K. Scanlan, which in practice are uncomplicated and
inexpensive.

Principles of efficient teamwork organization of

B. K. Scanlan are:

e define and maintain high requirements with regard
to the results,

¢ inform people about their current position,

e introduce clear rules of communication,

e create atmosphere of encouragement and support,

e Jlearn to delegate responsibility, rights and obliga-
tions,

e create a system for evaluating and directing [77,
p. 167-171].

Ecological aspect of efficiency. The XX century was
massively influenced by three inter-related factors: de-
mographic explosion, industrialization and urbaniza-
tion. Treated apart of each other as well as altogether,
these factors cause threat of irrevocable changes in the
natural environment of human being. These threats are
magnified by extraordinary wastefulness with regard
to use of resources, energy, produced goods, food, etc.

Proof of an increased ethical and ecological awareness
may be the Code of Ethics in Business Activity pub-
lished by the Polish Chamber of Commerce [7, p. 172-
177].

There is an opinion that “in order to stay alive and de-
velop the civilization, human being inevitably has to in-
terfere with other beings’ lives and dwellings. To be
rational and ethical rather than destructive, this integra-
tion has to follow such principles as:

e principle of self-defense,

e principle of proportionality,

e principle of lesser evil,

e principle of just division.

Compliance with the above mentioned principles in-
stead of life and death struggle introduces the well
known, rational and moral rule: “live and let others
live” to human coexistence with the nature [25, p. 96-
99; 33, p. 61-61].

7. Problems of efficiency and effectiveness
7.1 Increasing organizational efficiency

If we assumed that activity of companies as well as
their sub-systems, viewed as economic systems, should
be effective, efficient and rational, then the managerial
decisions should be preceded by economic calculation,
which ought to constitute the basis for economic choic-
es [2, p. 95].

Effectiveness answers the question if, as a result of ac-
tivity, the set up goals were achieved. Efficiency, on
the other hand, informs us about the costs that were in-
curred in order to achieve those goals and if these costs
were exceeded by the obtained effects. Every company
can be effective and efficient, effective and inefficient,
efficient and ineffective and finally ineffective and in-
efficient. The last situation qualifies the company for
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bankruptcy and liquidation. A simplified example is

presented in Table 2.

Table 2. Effectiveness and efficiency
of company activity (source. [2, p. 96])

Degree of use of production
resources
strong weak
high
high high
Degree effectiveness | effectiveness
of goal re- high weak
alization efficiency efficiency
low low
effectiveness | effectiveness
low .
high weak
efficiency efficiency

Indices of productivity and intensity. Indices of produc-
tivity of production factors are part of the efficiency ra-
tios family. Productivity indices refer to production
assets (assets productivity ratio), materials (material
productivity ratios) and employees (labour productivity
indices). The opposite of productivity is intensity
of those factors with regard to the financial or material
result, which is the assumed basis for calculations.
Therefore - as pointed out by L. Biaton — such ratios as:
capital intensity, material consumption, water absorp-
tion, energy consumption or knowledge intensity are
used.

While the productivity ratios should increase in time,
the smaller the intensity ratios, the better (maybe ex-
cluding knowledge intensity). Productivity indices de-
scribe the efficiency of production factors and
intensivity indices describe the input-side of manufac-
turing processes [2, p. 96].

In order to diagnose the situation and improve organi-
zation results, the three efficiency levels approach
is used. It may be used by the managerial cells to diag-
nose the situation before introducing specific solutions.
Use of this approach should, at best, enable a given
specialist to adjust the “remedy” to the situation. In the
worst case scenario, it may occur that the proposal pre-
sented by a given department does not resolve the most
urgent problems of the organization and, therefore,
needs to be revised [27, p. 138-139].

7.2 Organizational level

At this level emphasis is placed on relations between
the basic structural part of organization and the market,
on which it operates. Factors which influence the or-
ganizational efficiency at this level are: strategy, gen-
eral goals of the organization and methods of their
measurement, organizational structure, method of use
of resources [27, p. 138-139].

In order to conduct an efficient analysis of the social
aspect of organization functioning, analysis of strategic
plans of the organization is carried out — marked out
goals, ways of designing and managing at the level
of organization.

Organizational goals. Goals at the level of the organi-
zation as a whole result from the adopted action strate-
gy. All the other efficiency levels and variables
affecting efficiency result from organizational goals
[27, p. 47].

Organization design. This efficiency variable is,
above all, related to organizational structure. System
approach suggests that structure analysis should contain
not only the demarcation between individual organiza-
tional departments and reporting paths, but also how
the work is carried out and if the present method of its
realization has sense [27, p. 48].

Managing the organization. Organization might have
properly formulated goals and appropriate organiza-
tional structure, which enable it to function efficiently.
However, in order to operate efficiently and produc-
tively, it must be managed. The most important areas
of management at the organizational level are:

e organizational goal management,

o efficiency management,

e resources management,

e point of contact management [27, p. 48-49].

The first step in efficiency management at the organiza-
tional level is to look at the current situation from
the following points of perspective:

e client perspective,

e supplier perspective,

e employee perspective,

e shareholder perspective.
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First task of increasing the organizational efficiency
is preparation of organizational mission. After prepar-
ing the strategy, activities connected with improving
the organization have to be planned (as well as man-
agement methods). This consists in elaboration of su-
per-system organizational map and determining, on its
basis, the key issues for the organization.

These are potential chances for building strategic ad-
vantage of our company or reducing the advantage
of competition. During realization of this stage it is also
necessary to identify the processes, which, after the im-
provement, will have the biggest influence on the key
issues for the organization.

Process level. This level refers to all the effects of or-
ganizational functioning, which result from the network
of inter-department processes, such as i.e.: designing
new products, supply process, production process, sales
process, distribution, invoicing and debt collection [27,
p. 43].

Most basic results of the organization result from such
inter-functional processes as: realization of order, in-
voicing, supplying, designing new products, client ser-
vice or preparing sales forecasts. Three needs of
efficiency at the process level are: goals, design and
management.

Process goals. Because work is a result of processes,
for each process we should establish goals. Process
goals, which are connected with the external client (i.e.
sales, providing services, invoicing) should result from
organizational goals and consumers’ expectations and
requirements. Goals for inner-organizational processes
(such as: planning, budgeting, personnel recruitment)
should be formulated on the basis of inner-clients’
needs [27, p. 50].

Process design. Having formulated process goals, we
should make sure if the way the processes were de-
signed enables efficient realization of our goals. This
process should be logical and have the simplest possi-
ble course which enables the achievement of goals [20,

p. 51]

Process management. A process, even if it has the
most logical structure, will be inefficient, if it will not
be managed properly. Process management encom-
passes the same components as managing the organiza-
tion [27, p. 51-52].

Having identified the key organizational issues and
process, we can initiate the project of process im-

provement. Next, we should realize in turn the stages
of the earlier mentioned procedure. During the first
stage we should define: goals, roles and operational
framework of the project. Second stage is devoted
to description and analysis of the current state
of the process and, afterwards, designing new process
in accordance with goals defined earlier. Finally, the
measurement system is established.

The above mentioned tasks are realized by the man-
agement and employees who are indirectly involved in
the process realization. Detailed action and implemen-
tation plan of the improved process, which encom-
passes all three levels of efficiency evaluation, appears
during realization of the third stage [27, p. 261].

Nine variables which influence organizational effi-
ciency. Three efficiency levels are the first dimension
of the G. A. Runner and A. P. Brache’s concept. The
second one consists of three factors, so called efficien-
cy needs, which influence the results on every level
and, therefore, also the organizational results. Efficien-
cy needs result from:

e organizational, process and workstation goals —
they must be defined with the use of standards re-
flecting clients’ expectations concerning: quality,
quantity, time of delivery, time of realization and
cost of product or service,

o design method — organizational structure, process
design and workstations require some vital elements
configured in the way, which enables efficient goal
realization,

o management method — each of the three levels of
efficiency requires an appropriate method of man-
agement, which enables goal realization [27, p. 46].

G.A. Rummler, A.P. Brache state that all the time we

tend to try to search for new methods of using the tools

of three efficiency levels for three potential groups

of users: highest level managers, managers and con-

sultants. These might be used as:

e tools for diagnosing and improving those organiza-
tions which function inefficiently,

e method of constant improvement of systems which
run efficiently,

e approach which enables formulation of new organi-
zational strategy,

e procedure allowing us to design new organization
from the beginning.
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Table 3. Nine variables influencing organizational efficiency (source: [27, p. 46])

EFFICIENCY NEEDS
goals design method management method
organizational o organization organization
organizational goals .
level design management

EFFICIENCY
LEVELS

process level process goals

process design process management

workstation level | workstation goals

workstation workstation

design management

As a result of the research carried out so far, it can be

said that the described issues do not only serve the pur-

pose of resolving specific, current problems. Imple-
mentation of the mentioned activities may influence

a change in the organizational culture. Within the

framework of influencing the organizational culture,

it is possible to affect:

e recognition of clients’ needs as a point of reference
for all organizational activities,

e introduction of responsibility for taken actions on
the basis of results of efficiency evaluation system,

e minimization of conflicts between departments,

e introduction of a participation management style,
that is, such management style, in which the voice
of all the people interested in resolving particular
problems is taken into account,

e creation of such working conditions which are fa-
vorable to efficiency and job satisfaction improve-
ment [27, p. 263-264].

8. Summary

Company which wants to maintain its position in the
market must: be productive, use the material and hu-
man resources efficiently and positively influence the
relation between effects and outlays [2, p. 197].

When approaching to evaluate company efficiency,
the following conditions must be taken into account:
company and its individual parts are goal-oriented;
forms are results of functions, particular problem influ-
ences the way people should be organized; system
of stimuli functions in such a way that managers of dif-
ferent levels are rewarded and punished to the same ex-
tent; employee training and creation of task-oriented

teams take place; there is an effective vertical and hori-
zontal communication; conflicts between people are
treated as problems to be solved; organization is
an open system, which has relationships with the envi-
ronment; there is a system of values supported by the
managers; functioning of the whole organization serves
the purpose of starting processes which enable learning
[7, p. 37-64].

The process of achieving efficiency must engage all
the factors, which may influence the success of the or-
ganization. It is, therefore, necessary to determine the
basic and supporting goals as well as strategies of their
realization, to care for the quality of inner activities
within the organization and, for the same purpose, full
readiness for cooperation and flexibility towards
changes. Company, which is not able to subject itself to
the process of changes, is doomed to leave the market.
Therefore, there must not be a single day, when there is
no change for the better in the organization [2, p. 192].

Management efficiency depends on the used rules and
aspects of good management. It is a common belief,
that quality management (TQM) influences the eco-
nomic efficiency, which further impacts the organiza-
tional efficiency. Total quality management leads to
improvement of organization, personnel, information
flow and communication between employees [2, p. 96].

An important tool for improvement of efficiency is
the effective leadership. It starts in the moment when
vision is formulated and expands over the strategy,
which is supposed to lead to market success. Efficient
leadership combined with TQM provides the result
of appropriate goods achieved from the first time [21,
p. 12-72].
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Other important tools for improvement of efficiency
are: reengineering, motivation systems and kaizen,
which is the philosophy of introducing small, simple
changes with the use of small steps approach. Simulta-
neously, it is important to underline that the initiative,
which leads to changes, comes from the place where
the product is being manufactured and the value is be-
ing added. Kaizen is a process which consists in adopt-
ing the mentality of constant improvement [2, p. 192].

Efficiency is a measure of results. It consists in asking
a simple question: Was the task accomplished? Re-
warding people within the organization requires, there-
fore, the existence of an agreed upon criterion of
evaluation of their efficiency.

The fact, whether such criterion successfully describes
the efficiency has no meaning; if we grant a prize on
the basis of effective execution of tasks, we treat effi-
ciency as its measure. In many works efficiency is
treated as the only criterion. However, together with
tasks becoming less normalized and routine, it becomes
more difficult to measure efficiency. Consequently, de-
fining efficiency becomes more and more complex
matter [26, p. 394].

Nonetheless the managers in corporations as well as
those who directly monitor separate economic entities
rely more and more on linking the rewards (especially
remuneration) with efficiency. Such different compa-
nies as i.e.. American Broadcasting, Security Pacific
National Bank, Sears, Roebuck and Dow Chemical all
measure the economic efficiency of their economic en-
tities, compare results with those of their competition
and grant rewards accordingly [26, p. 394].

The basic condition of efficient management becomes
the understanding and respect for human being in an
organization and the awareness that “no organization
can exist, if its members will not accept the tasks which
are expected from them and will not be motivated
to execute them” [10, p. 199-130].

It is similar in case of companies, which will achieve
success in the future. It will be those of them which re-
ceive the most from their people (with regard to crea-
tive use of equipment — the same in all the companies).
Therefore, from the point of view of increase in effi-
ciency, very important role is played by: enriching
work, which is a motivation strategy that underlines
motivating function of the employee’s own work.

Employees are responsible for successful realization
of tasks. Usually, at this point the features, which influ-

ence individual motivation and activity, are pointed

out:

e variety of skills,

e setting the goal,

e meaning of the task,

e autonomy,

e return effect in the form of quantity of direct and
clear information, which is received by the employ-
ee [20, p. 458, 463].
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