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Core KAM 3: Principles of Organizationd and Socid Systems

SBSF 8310 - Theories of Organizationd and Socid Systems

Abstract - Breadth
The breadth component outlines principles of organizationd theory, emphasizing structurd
agpects that delineate the dimensions aong which organizations vary in their environment. 1t then
presents basic components of system theory, emphasizing the ways in which organizations can be
viewed as open systems, before discussing ways in which different types of socid organizations can be

understood as complex systems.
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Core KAM 3: Principles of Organizationd and Socid Systems

SBSF 8322 - Current Research in Organizationa Systems

Abstract - Depth
The depth component explores the specific agpects and dimensions of organizations that
ddineate nonprofit organizations from other types. It then discusses specific agpects of systems theory
dedling with complexity and self-organization before using those aspects to map the nonprofit

organizationa dimensons to the organization mode presented in the breadth component.
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Core KAM 3: Principles of Organizationd and Socid Systems

SBSF 8332 - Professiond Practice and Organizational Systems

Abstract - Application
The gpplication component presents case sudies of three specific nonprofit organization
interventions in which vison and misson statements were established through facilitated collective
discussion of multiple stakeholders. 1t then maps the experiences in those case studies to the complexity

and sdlf-organizationd aspects of nonprofit organizations presented in the depth component.



CoreKAM 3

Walden University Doctor of Philosophy Program of Study

Name: Richard E. Biehl Student ID Number: 062-50-5682 Enrollment Date: ~ December 1999
Program: AMDS Specialization: Leadership and Organizational Change
| Course Number Course Title | Quarter to Be Taken | Credits

| Core KAMs

SBSF8110 Theories of Societal Devel opment Spring 2000 5

AMDS 8122 Cross-cultural Aspects of Organizational Change Spring 2000 5

AMDS 8132 Professional Practice and Organizational Change Summer 2000 4

SBSF 8210 Theories of Human Devel opment Spring 2000 5

AMDS 8222 L eadership and Human Devel opment Summer 2000 5

AMDS 8232 Prof. Practicein Leadership and Human Devel opment Fall 2000 4

SBSF 8310 Theories of Organizational and Social Systems Winter 1999-2000 5

AMDS 8322 Current Research in Organizational Systems Winter 1999-2000 5

AMDS 8332 Professional Practice and Organizational Systems Spring 2000 4

SBSF 8417 Research Seminar I: Human Inquiry & Science Winter 1999-2000 44

AMDS 8427 Research Designin AMDS Spring 2000 5v

AMDS 8437 Data Analysisin AMDS Research Summer 2000 5V 56
| Advanced KAMs

AMDS 8512 Classical and Emerging Paradigms of Leadership Summer 2000 5

AMDS 8522 Current Research on L eadership Development Fall 2000 5

AMDS 8532 Application of a Theory of Leadership Development Winter 2000-2001 4

AMDS 8612 Model of Organizational Change & Development Fdl 2000 5

AMDS 8622 Current Research Model Org Change & Development Transfer In 0v

AMDS 8632 Application of an Organizational Change Model Transfer In ov

AMDS 8712 The Case Study as a Research Technique Summer 2001 5

AMDS 8722 Case Study Research in L eadership and Org. Change Summer 2001 5

AMDS 8732 L eadership or Organizational Change Case Study Fall 2001 4 33
| Electives
| Transfer Credits

Course Number Course Title Quarter | Year Institution Grade Credits

ECTI Program Walden ECTI - 1997-1999 Walden University 4.0 9V

Total
9
Dissertation: Implications of Systems and Complexity Theory on Organizational Process Maturity 30
Minimum Quarters of Enrollment: 10 Grand Total Credits 128

Student's Signature:

Richard E. Biehl

Date: updated 11/1/2000

FYA/FM Signature: Date:
Program Director's Signature: Date:
VPAA's Signature: Date:




CoreKAM 3

Learning Agreement Approva Form
Received via e-mail on February 14, 2000....
Just aquick note to inform you that your KAM 3 Learning Agreement was Approved and
processed by OAA. Please keep acopy of this message for your records, and don't forget to enclose
aprintout of this confirmation with your completed KAM. - Shawna

X-Sender: Ihoehn@mail.wal denu.edu

X-Mailer: Windows Eudora Pro Verson 3.0.1 (32)

Date: Fri, 11 Feb 2000 15:17:03 -0500

To: la@wadenu.edu

From: "Lilburn P. Hoehn" <lhoehn@wa denu.edu>
Subject: Re KAM Learning Agreement Submission - Biehl

Date: Thu, 10 Feb 2000 11:35:27 -0500

From: black <black@hogt.cntwk.net>

To: Ihoehn@wa denu.edu

Subject: Re KAM Learning Agreement Submission - Biehl

First assessor comments:

| think Richard has an understanding what isrequired in his first Kam.

Second assessor comments:

| agree with the firgt assessor. Thisisagood learning agreement. Lilburn Hoehn

Student Information

Submission date: 01/25/00

Student name: Richard Biehl

Student email address: rbiehl @wa denu.edu

Student phone number: 407.296.6900

KAM Information

1st Assessor: vblack@wal denu.edu

Track: AMDS

Specidization: Leadership and Organizationa Change
Faculty mentor: Vicky Black

KAM number: 3

Initid KAM: Yes thisismy initid KAM

KAM title: PRINCIPLES OF ORGANIZATIONAL AND SOCIAL SYSTEMS
Estimated completion date: 05/15/00



Approved Learning Agreement

Learning Agreement

Core KAM 3: Principles of Organizationd and Socid Systems

Student: Richard E. Biehl
Program: Applied Management & Decison Sciences
Specidization: Leadership and Organizationa Change
Firg Year Advisor: Vicky Black

Learning Agreement Submission: January 2000
Targeted Completion for KAM: May 2000



Learning Agreement: Core KAM 3 i
Table of Contents
Table of CoNteNtS----------mmm oo e e i
Learning Agreement Core KAM 3: Principles of Organizational and Socid Systems ----------------- 1
1110 (U1 o] o FO RSP PPRR 1
SBSF 8310 - Theories of Organizationa and Socia SySemS.........ccccveeeeveeveciee s e 1
REFEENCE MEENTAS ...t sr s 2
(@107 g 1= ([0 7= 1 07 oY 2SS 2
TS (1 01T 1 01 o Y S 3
Y 1107S T VA 0 S 3
[0S T a0 D= 1070]0'S = (o) S 3
AMDS 8322 - Current Research in Organizational SyStemS.........ccccceveevesiesiecne e 4
REFEENCE MEENTAS ...t sr s 4
Social SeCtor OrganiZaliONS.........ccveveeeeeieerreeie e se e sre e reeae e e eae e e sreenes 4
N[0 g 1T7S = DY 07 0o T 5
Y 1107S T VA 0 S 5
[0S Tl a0 DC 1070]0'S = (o) S 6
AMDS 8332 - Professiona Practice and Organizational SyStemsS..........cccveveeveeveneeseesesieeseeenens 6

[0S Tl a0 D= 1070]0'S = (o) I 7



Learning Agreement: Core KAM 3 1

Learning Agreement
Core KAM 3: Principles of Organizationd and Socid Systems
|ntroduction

This Learning Agreement for Core KAM 3, Principles of Organizational and Socid Systems,
describes my plan of study for the AMDS core knowledge area on organizations and society.  This
KAM dlows me to explore organizationd theory asit has adways applied to my consulting practice
while aso expanding beyond my persona experiences to a better defined holistic modd of
organizations. In particular, it dlows me —through the gpplication component— to andyze some of my
own experiences as an organizationa change agent in the nonprofit sector.

Specific high-level objectivesfor thisKAM are:

1. Synthesize aframework for anayzing organizations by mapping their characterigtics to one
or more characterigtics or forms found in systems theory. (Breadth)

2. Anayze the specific characterigtics of such a mapping when focused on the non-business
portions of the andyzed organizationa models, and the nonlinear portions of the andyzed systems
models. (Depth)

3. Evduate the applicability of such afocused mode on severd actual organizationa
interventions that resulted in sgnificant organizationa change. (Application)

SBSF 8310 - Theories of Organizationd and Socid Systems

In the breadth component of this KAM, | would like to develop aworking framework for
understanding organizations according to the characteristics and criteria defined by the expertsin the
fidd. Atthesametime, | want to explore how different aspects of basic and advanced systems theories

can be used to illuminate further aspects of organizations and how they can be understood and changed.
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Specific breadth objectives are:

1. Compare and contrast the various models of organizationd structure and design described in
the literature on organizations.

2. Compare and contrast the various systems models described in the literature as available for
understanding or andyzing organizations.

3. Synthesize and integrate the available models for organization with the various systems
modedls, resulting in aframework for andyzing organizationd characteritics using characteristics of the
systems through which they manifest themsdves.

Reference Maerids

The reference materids for this breadth component include three basic categories of materids.
a) organizationd theory, b) systems theory, and ¢) synthesis works that combine aspects of
organizationa and sysems modds. ThisKAM will be based on aspects of many readings, with andyss
including comprehengve details from at least three complete worksin each of the following three
categories.

Organizationa Theory

Daft, R. L. (1992). Organizationd theory and design. Fourth Edition. St. Paul, MN: West

Publishing.

Hal, R. H. (1996). Organizations. Structures, processes, and outcomes. Sixth Edition.

Englewood Cliffs, NJ: Prentice Hall.

Katz, D.; Kahn, R. L.; & Adams, J. S. (Eds.) The study of organizations. San Francisco:

Jossey-Bass Publishers.

Sofer, C. (1972). Organizationsin theory and practice. New Y ork: Basic Books.
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Systems Theory

Dettmer, H. W. (1997). Goldrait's theory of congtraints. A systems approach to continuous

improvement. Milwaukee, WI: ASQC Quality Press.

Hofstadtler, D. R. (1980). Godel, Escher, Bach: An eternd golden braid. New York: Vintage

Books.

Laszlo, E. (Ed.) (1972). Theredevance of generd sysemstheory. New Y ork: George

Braziller.

Synthesis Works

Hodge, B. J.; Anthony, W. P.; & Gales, L. M. (1996). Organizationd theory: A draegic

approach. Fifth Edition. Upper Saddle River, NJ Prentice Hall.

Hodge, B. J.; & Anthony, W. P. (1979). Organizationd theory: An environmenta gpproach

Bogion: Allyn and Bacon.

Matgko, A. J. (1986). In search of new organizationd paradigms. New Y ork: Praeger.

Pfeffer, J. (1997). New directionsfor organizationa theory: Problems and prospects. New

York: Oxford University Press.

Learning Demongration

The result of this andysiswill be awritten pogition paper, of not less than 30 pages, outlining the
badc findings in organizationd theory and system theory, culminating in a combined framework that
maps aspects of systems theory to organizationd theory counterparts and vice-versa. The framework
will be detailed enough to compare and contrast differences among the three mgor organizationa
sectors—business, socid, governmental— aong the continuum from smple to complex systems

(including aspects of Chaos and Complexity theories). Such detail will alow the view of the socid
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sector at complex levels of systems detall to be isolated and singled out for further exploration in the
depth component.

AMDS 8322 - Current Research in Organizational Systems

In the depth component of this KAM, | would further explore the details of the gpplication of
complex system theories to non-business sector organizations.

Specific depth objectives are:

1. Evduate the extent to which various key dements of the developed systems framework
aoply differently to organizations in different sectors; business, socid, and governmentd.

2. Evduate the extent to which various key elements of the devel oped organi zationd
framework are illugtrated differently by different portions of the systlems modd.

3. Anayze and contrast how these interactions specificaly affect the interaction and
understanding of afocused view of socid sector organizations and nonlinear systems theory.

Reference Maerids

The reference materids for this breadth component include three basic categories of materids.
a) socid sector organizations, b) nonlinear dynamics, and c) synthesis works that combine aspects of
socid sector organizations and nonlinear dynamics. This KAM will be based on aspects of many
readings, with andysis including comprehengve details from at least two complete works in each of the
following three categories.

Socid Sector Organizations

Banathy, B. H. (1991). Systems design of education: A journey to cregte the future.

Englewood Cliffs, NJ Educationa Technology Publications.



Learning Agreement: Core KAM 3

Drucker, P. F. (1990). Managing the nonprofit organization: Principles and practices. New

York: HarperCollins.

Nonlinear Dynamics

Cambdl, A. B. (1993). Applied chaostheory: A paradigm for complexity. Boston: Academic

Press.

Goldgtein, J. (1994). The unshackled organization: Facing the chalenge of unpredictability

through spontaneous reorgani zation Portland, OR: Productivity Press.

Jantsch, E. (1975). Design for evolution: Sef-organizing and planning in the life of human

sysdems. New York: George Braziller.

Kelso, J. A. (1995). Dynamic patterns. The sdf-organization of brain and behavior.

Cambridge, MA: The MIT Press.

Prigogineg, |.; & Stengers, 1. (1984). Order out of chaos Man's new diaogue with nature.

Toronto; Bantam Books.

Whestley, M. J. (1999). Leadership and the new science: Discovering order in a chaotic world.

San Francisco: Barrett-Koehler.

Synthesis Works

Ahrne, G. (1984). Socid organizations. Interaction ingde, outsde, and between organizations.

London: Sage Publications.

Marion, R. (1999). The edge of organization: Chaos and complexity theories of forma socid

sysdems. Thousand Oaks, CA: Sage Publications.

Reigduth, C. M.; & Garfinkle, R. J. (1994). Systemic change in education Englewood Cliffs,

NJ: Educationa Technology Publications.
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Scott, W. R. (1998). Organizations. Rationd, natura, and open systems. Fourth Edition.

Upper Saddle River, NJ. Prentice Hall.
Whestley, M. J.,, & Kéllner-Rogers, M. (1996). A smpler way. San Francisco: Barrett-
Koehler.

Learning Demongration

The result of thisanaysiswill be awritten position paper, of not less than 20 pages, representing
asynthess of my focused readings and research of the above generd materids, supported by an
annotated bibliography of at least 15 recent sources in the peer-reviewed literature on complexity
theories and their impact on the understlanding of organizations in the non-business sectors. For
example

Gordon, T. J; & Greengpan, D. (1998, September). "The Management of Chaotic Systems”,

Technologica Forecadting and Socid Change(v) (n):nnn-nnn. — Anayzes the use of Chaos and

Complexity theory in gpplications to public education and pedagogy.
Thereisacontinuing rich and diverse literature base in this area that has grown extensvely in the
last few years.

AMDS 8332 - Professona Practice and Organizationa Systems

In the gpplication component of this KAM, | would like to apply the breadth framework and
depth research to analyzing some of my own experiences in working with non-business organizationa
models as a change agent. 1'm hoping that | can use this research base to understand some of my own
past outcomes, and perhaps explain some of the pitfalsthat | encountered in attempting to help
organizations implement change.

Specific gpplication objectives are:
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1. Compare and contrast the above KAM results with my actua experiences as a Srategic
change agent for the Nationa Space Society in the 1990's, discovering various explanations, using the
organizationa and systems framework developed above, that illuminate my positive and negetive
experiences during that NSS tenure.

2. Compare and contrast the above KAM results with the results and findings that | achieved in
my masters research project on customers and suppliers in education, discovering further characteristics
and factors from organizational and systems models that further explain or illuminate those results.

Learning Demongration

The reault of this application component will be an explanatory essay of 10-15 pages for each
of the two andyzed scenarios. These essays will briefly summarize the case being analyzed, and then
offer an andyds of how the organization and system framework has been applied, and how further

observations of the case are illuminated by such application.
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Sdf-Evauation: Knowledge Area Modules (KAMS)

Student Name: Richard E. Biehl Date  January 2001

KAM: #3 Title Principles of Organizationd and Socid Sysems

1. What knowledge/experience did you bring to this KAM? How did you capitaize/expand on
this base?

Asaconaultant in my profession, | brought extensive persond experience in organizationd
issues to this project; and as a volunteer, a considerable set of experiencesin the nonprofit sector as
well. Infact, the case studies presented in the gpplication component are taken directly from my
personal experiences as a nonprofit volunteer. The breadth research | conducted alowed me to frame
my experiencesinto alarger more complete model, and the depth reading dlowed me to pursue
persond hypotheses regarding what 1've observed over the years as a nonprofit volunteer. I've often
fdt that volunteers tend to be highly salf-organizing in the right Stuations, and this KAM dlowed meto

pursue the reasons why in the literature.

2. Destribe the quality of the Breadth section in thelight of the intellectua and communication
skills demondtrated in this KAM.

The breadth component lays the groundwork for the depth and application components by
laying out a structurd framework for the more detailed discussonsto follow. What's amazing to meis
that even as a breadth piece, it till leaves the vast mgority of knowledge related to organizationa

theory, design, and development untouched. The component does its job; setting the stage for what
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follows. It unifiesits perspective as a sound whole; and it supports the offered framework using the key
literature related to organization structure and design. Even within this focused breadth, the component
gill runslong; too long to have afforded space for even broader coverage. It was difficult to stop and

cal it finished; but after ayear of reading and note-taking, it was time to be done.

3. In the Depth section, what key ideas/concepts most engaged your thinking and imagination
relative to your area of sudy?

| find the ideas surrounding strange attractors in chaos theory fascinating. My first exposure to
the concepts was in my study of physics; and | was exposed to some of the organizationa implication of
the concepts in the late 1980's. For many years I've wanted to pursue the subject to a deeper levd,

and thisKAM offered me that opportunity.

4. Expound on the most meaningful theoretical congtruct studied and gpplied to your
professond setting in the Application section. What can you do differently/better as aresult of this
KAM?

The relationship between the self-organization congruct (in complexity theory) and the strange
attractor concept (in chaos theory) is a the underlying heart of what thisKAM isdl about. Members
of organizations will sdf-organize around a clearly stated and agreed vison and misson; particularly if
those statements have emerged from some form of shared experience. But sdf-organization without the
concept of the attractor would be meaningless. The idea of the vison and misson as a strange attractor
is that — while complexity theory predicts that people will sdf-organize — chaos theory predicts that

such sef-organization will not vary far from some stable, if unpredictable, pattern. There are limitsto
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how far people will wander from the vison and misson. Bureaucrtic controls are unnecessary because
there is no need to control people to keep them inline. In fact, many such controls are
counterproductive precisaly because they fal outside the boundaries of the strange attractor and so are
dysfunctiond.

Asareault of this observation, | can gpproach my change interventions differently. To acertain
extent, vison and misson are the only steps | need to guide an organization through. In the past, when
I've attempted to follow up with god setting and process design sessions, my own behaviors might have
been in conflict with the organization's salf-organizing response to those first vison and misson steps.
Continued intervention might be counterproductive. | now must congder that some of my interventions
that have failed have possibly done so because | attempted to do too much, not too little. My roleasa
change agent must be reconsidered in light of my possible conflict with the Strange attractor of the

gysem in which | am meddling.

5. Briefly describe the most important Social 1ssue covered in this KAM.

The possbility that organizational members will salf-organize around a clear sense of vison and
mission has tremendous potentid impact on dl organizations. It means that the threshold for
implementing change — the amount of energy that must be expended per unit of change— ismuch
lower than traditiondly thought. 1f vison and misson are only the firg sepsin an invesment in change,
then dl subsequent steps increase the cost of change. But if the vision and misson are sufficient,
because sdlf-organization will kick-in for free after they are established, then organizationd inertia
becomes alessened issue in anticipating how to help organizations change. Only modest investments

are required to clarify vison and mission, as described in the cases in the gpplication component. The
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follow-on required investments may actudly be much smdler than anyone anticipates. Thisis
particularly important in the socid sector where resources are scarce, and competencies for change

among volunteers are often small or relevant only to their jobsin other sectors.

4



WALDEN UNIVERSITY

Core Knowledge AreaModule 3:

Principles of Organizationa and Socid Systems

SBSF 8310 - Theories of Organizationa and Socid Systems

Student: Richard E. Biehl
Program: Applied Management & Decison Sciences
Specidization: Leadership and Organizationa Change
First Assessor: Dr. Vicky K. Black
Second Assessor: Dr. Lilburn P. Hoehn

January 2001



Core KAM 3 - Breadth i

Table of Contents

Table of CoNteNtS----------mmm oo e e i
List Of Tall@S------ - oo o oo oo e e v
Chapter 1 IntroduCt ON=-----===== = oo oo o o o e 1
OVEIVIEIV. ...ttt st b bttt bbbt bt b e Rt e Rt e e et e b e b e s E e e bt e bt e Rt e st et et e s b e besaenne e 1

(O 0] o (Y-S PSR 1

B U 01010.07 YT TOTPRSTRPPPRI 2
(©(07 g V2= ([01°= [ 01 oY 2SS 2

S (S 14T 1 01 o YR 3
(©1(07 117 ([0]07 ISV (< 0SSN 3

00 (0 AN = o 4
Chapter 2 Organizationa Theory--------=====-=--mmmm oo 6
1110 (U1 o] o FO RSP PPRR 6
AVl 07= ST g R0 (07 017 (o) 120 6
[I=Y/S Y0 HO (07 12 (Lo o 1S 7

[REF T0/gS o o STTRN @ (07 o112 (o ST 8

[0 V([0 172 K310 1@ 07 o112z (Lo o' 9
Coordination Of INAIVIAUEIS. .........ccveieriiririescsieseeee e 12

S T(V e (010 HO (0= g 7= ([0 'S S 15
SIUCIUIA DIMENSONS........coiuiitiiieiesiieieeee ettt se e bbbttt e e e e b e sbeseesbenreas 16

Daft's (1992) Contextua DIMENSIONS........ccveuerieieeeeseesieseeseeseeseesseessesseesseessesseessessens 24
Mintberg's (1979) ContingeNCy FaCLOrS.........c.ccveruerieereeieeeeseesieseeseeesae e te e sseeseeeneens 25

E o S .= S 26

TECHNICA SYTEM ...t aeeaesreenseennens 28

ENVITONMENT ... e 30

POWVET ...t n e e 32

INtermMediate VariallES.........ooeiicceee s 33

Chapter 3 Systems Theory-===========nnmmm oo e 34
[ g1 (U1 o] o FO TSSO 34
(€1 0Tc e IS (00 ST 1= 0SS 34
CharaCteritiCS Of SYSEMIS.....cueiceieiecie et r et e e reeneeneenreenes 36
Bariersto SyemS ThINKING ........ccoveieiieiieesice e esne e 37
Meta-SySEMS & HIErarChY........oieeceee et et nne e 40

LY 0T 0 LTS Y = 10T 41



Core KAM 3 - Breadth il

MEChANICE SYSEMIS. ...t sre e snne 41
(@07 g1 00 1o VS = 01 TSP 42
SOCIEEE SYSIEITIS ...ttt st et b et e et e s reenbe et e s neenbeeneesnee e 42
(@07 112z (010X SISV (= 101 TSR 43
HUMBN COMPONENES ...ttt ettt e be e b e e beaesneesbeesaseesseesnseesseesnneans 43
Choice AMONG INAIVIAUEIS.........coiueeiiiisieie e et 44
SUDGIOUD AWEBIENESS. .....covieieeiiesiee ettt sreeste e s et e eesaeesbe e e e s neesbeeneesneenes 44
Freedom OF ChOICE...... .o 44
System VariableS & ParadigmS .......ooueiiiiiiee e e 45
OpEN VS, ClOSEO SYSIEIMS....ceeiiiiieeieeie ettt e e sb e e sne e 45
SCAC & MEIMONY ...ttt sttt et e ee s aeesbe et e s reesbeeneenneenes 45
DeterminiSm & REIMOSDECHON.......coiviiieieeiesestee ettt sre e 46
DS o= = 0= USRS 46
LiNEar VS NONIINEAN ..ottt sttt s r e e s et e neesreenaesneaa 46

S (0o LU= > =0 T o TR a7
Chapter 4 Organizational SystemS------------==mmmmmm oo 48
00 8o 1o PR RRRPRRN 48
SOCIA SYTEIMIS. ...ttt sttt e bt et e e st e s be e ee s aeesbeebeeneesbeeseeneenneeneas 48
INAIVIAUAIS TN SOCIE SYTETIS ... et nae e 50
INAIVIAUA COIBLIVES........eoeieeieie e et sae e 50
N1 TF= (T TSRS 50
COllECHIVE RESOUITES. ......ceeiiieieeiee ettt sttt ee et eesae e 52

S 05 11U = o 1112 TSR 53

RECOrded CONLIOL ..ot sne s 53

ACIONS OF INAIVIAUAIS ...t 55
INAIVIAUEIS TN OrgaNIZAONS ..ottt se e e sbeebeeneesreenreeneans 57
S0 e T IO (07 o117z (L0 ST TSRS 59
Kinship, Family, & MaTiage .......ccooieiiiiiieee et s 60
CIIZENTNIP & SHAES....c.eeeeieieeee ettt b et st sre e s ne e neeneas 61
Ownership, FIrms, & EMPIOyMENt ..o e 62
Membership & Voluntary ASSOCIEHIONS........cceiiueeieieesieesie et ee e e see e 63
REFErENCES —==-=-- - oo oo e e 65



Core KAM 3 - Breadth iv

List of Tables
Table1 - Hicks & Gullett's (1975) Levels of OrganiZation............cooeeeereerieeeerieenieseesieesieseeseeeseeseens 8
Table 2 - Mintzberg's (1979) Basic Parts of the Organization.............ccccceveeveeieseesesce e 15
Table 3 - Daft's (1992) StruCtural DIMENSIONS........coeeiieririeerieeiesee st eee e saesee e seesee e sse e e sseeees 17
Table 4 - Mintzberg's (1979) DeSIgN ParamELENS ..........cccveieerieeieeiesieeeeseesae e ste e e eeesseees 18
Table 5 - Daft's (1992) Contextual DIMENSIONS.........coiirieiierieniesie sttt eesreeeas 24

Table 6 - Mintzberg's (1979) ContingeNCy FaCLOrS.........cevveieeieceere et 25



Core KAM 3 - Breadth 1

Chapter 1
Introduction

Overview

The study of organizationd sysemsis an endeavor made al the more difficult by the complexity
inherent in studying organizations and systems separatedly. Both fidds include aform of internd debate
and discussion about the scope and purpose of such sudies. In the case of the sudy of organizations,
the debate seemsto hold back the fidd, resulting in such a diversity of models and vocabularies thet it
can seem difficult to tie together the work of more than a handful of writersat atime. In the case of the
study of systems, the debate seemsto mirror the basic wonderment of the field, contributing to an
excitement not seen in the writings of the organizationa contributors. It's as though the writers on
organization are dl shooting a each other's modds, while the systems theorists are dl trying to pile their
models higher and higher.

Objectives

This knowledge areamodule (KAM) looks at organization and socid systems. This breadth
component begins by discussing the fidds of organizationd studies and systems studies separately,
before combining them for discussion and integration. Specific breadth component objectives are:

1. Compare and contrast the various modes of organizationad structure and design described in
the literature on organizations.

2. Compare and contrast the various systems models described in the literature as available for

understanding or andyzing organizations.



Core KAM 3 - Breadth 2

3. Synthesize and integrate the available models for organization with the various systems
modedls, resulting in aframework for andyzing organizationd characteritics usng characterigtics of the
systems through which they manifest themsdves.

Summary

This breadth component builds a story of organizational systems that |eads to the type of
organization found in the nonprofit, or socia, sector of the economy. There are aspects of such
organizations that are truly unique to their class, aswdll as aspectstha are fundamentd to dl
organizations. The purpose of this breadth component is to paint a broad enough picture of
organizations and systems generdly to be able to differentiate these areas of amilarity and difference.
The depth component will explore the differences; and the gpplication component will illustrate some of
those differences with actua cases from the nonprofit sector.

Organizationa Theory

The exploration of organizationa theory below begins with alook at the types of organizations
that exist. Hicks and Gullett (1975) offer the most encompassing view that includes ten levels of
organizationd types, each level typicdly building on the previous. Not dl authors cited here would
agree that dl ten levels condtitute what should be called organizations; but the differences in opinion are
not crucid to the story. Some authors Smply don't Sart to cal any particular anagamation an
organization until their own narrower interpretive definitions have been satisfied.

Mintzberg (1979) and Daft (1992) offer something close to the collective consensus when they
view virtudly any collective of people oriented toward a purpose or god as an organization. Thelr
structural and contingent factors form the backbone of chapter two. Parsons (1960, 1971) offers useful

functiond definitions that are added to Mintzberg's and Daft's structurd dimensions, athough Parsons
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might exclude some of the familid and palitica organizations from the list of types included by others
because they fail to meet his criterion of orientation toward goals of production.

Together these authors, and others, provide the structurd, functiond, and contextuad dimensions
with which organizations can be filtered to understand their amilarities and differences. Theinterplay of
these dimensions accounts for the types and diversity of organizations observed in the red world.

Systems Theory

A look & the origins and writings of Generd Systems Theory provides a set of tools for looking
a any system of interacting actors or variables. Early writings by Bertdanffy (1956), Laszlo (1975),
and Ackoff (1960, 1995) provide the framework for listing the characterigtics of systems found useful in
systems thinking when discussing and andyzing sysems.

Systems theory provides a set of congtructs and concepts for thinking about systems.  Since
this breadth component is attempting to identify opportunities to andyze different types of organization
as systems; alist of core concepts in systems thinking provides a set of criteriathat can be juxtaposed
againg the concepts and constructs of organizationa theory to provide a framework for discussing
organizational sysems. Chapter three of this depth component is not an attempt to detail dl of the inner
workings of systems theory; rather, to provide that list of criteriathat is sufficient to bridge from a
discusson of organizations without systems thinking to one with systems thinking.

Organizaiond Sysems

To the extent that chapter two provides a set of independent and dependent variables for
understanding organizations, as well asalook at some of the mediating factors that affect their

interaction, organizationa theory provides amodd of organizational syslems. Chapter three providesa
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st of heurigtics provided by generd systems theory for andyzing and discussing syssems. Together,
these components provide for agenerd systems andysis of organizational systems in chapter four.

The view of organizationd systems below focuses on the interaction between, and relaionships
among, the different components of organizations. These differences compound the variety and
diversty of organizations depicted sructuraly and functionaly in chapter two. With relationships and
purposefulness, organizations of common structure and configuration further diverge based on the roles
they play in the society and economy.

The digtinctions among organi zations oriented toward the economy and profit (e.g. business
enterprises), those oriented toward individuas (e.g. families), those oriented toward control and rights
(e.g. states), and those involved in broader socid purposes (e.g. nonprofits) isn't found in their structures
and organizationd functions. The diginctions are found in their systemic interactions; in how they
organize thelr interna and externa relationships; and how their condtituent parts fed about what they are
doing.

Looking Ahead

The depth component of this KAM will ook a a narrower focus of organizations; primarily
taking the nonprofit organization moded from chapter four and showing how the complexity dynamics
and sdf-organizing behaviord aspects of systems described in chapter three are useful in modeling and
affecting such organizations.

The smplest organizations will be found to exhibit reaively smple sysems behavior.
Organizations that can drive out most of the human eement of their interactions (i.e. bureaucracies) find
that their inherent systems modd remains smple and linear. Those that require more of the human

element — and nonprofits are the extreme such case where people largely are the organization and what
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it does— will require more complex systlems models in order to account for the complex dynamics
introduced by that human element.

The structurd components of such organizations will mirror the genera organization models
outlines in chapter two; but their behaviord actions will be better accounted for by gpplying some of the
complex sysems ideas outlined in chapter three. The modd that emerges will have implications for

other types of organizations that can currently hide some of their complexity behind their bureaucracies.
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Chapter 2
Organizationd Theory

|ntroduction

This chapter explores the mgor writings in organizationd theory, focusing on the structurdl and
design dementsthat dlow for adetailed discusson of the various types of organizations and how they
are built and operate. The structure of this chapter is modeded on the writings of Mintzberg (1979), and
Daft (1992). Of particular interest here are the various dimensions and variables these writers use to
define and describe organizations, and how those dimensions and variables differ over mgor classes of
organizations.

What is an organization?

Parsons (1960) discusses organizationsin terms of god-atainment. "Primacy of orientation to
the attainment of a specific god" distinguishes organizations from other forms of socid system. (p. 17)
He presumes that an organization will produce "an identifiable something” that will be used by ancther
sysemto atan itsgod. (p. 17)

Scott (1998) offers three definitions; one for each of the systems modelsthat he explores. As
rationd systems, organizations "are collectivities oriented to the pursuit of relatively specific goas and
exhibiting relatively formdized socid dructures.” (p. 26) This definition is normative, but his use of
relaive references leavesiit lacking operationa pecificity. Focusing less on gods and more on the sdif-
serving need for resources, Scott adso offers a definition for organization as a system occurring in nature,
"Organizations are collectivities whose participants are pursuing multiple interests, both disparate and
common, but recognize the value of perpetuating the organization as an important resource.” (p. 26) As

an open system, Scott sees organizations as "'systems of interdependent activities linking shifting
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coditions of participants; the systems are embedded in — dependent on continuing exchanges with and
condtituted by — the environments in which they operate.” (p. 28) To Scott, dl three definitions hold,
but one will typicdly dominate the purposes of any particular sudy or andysis. (p. 29)

Matejko (1986) asserts that most organizations are some combination of Scott's rationd and
natural definitions. The former seeks maximum efficiency in pursuit of gods, while the later people seek
the surviva of the system only to pursue their own gods. He argues that both perspectives are vdid,
yet neither is sufficient if pursued in isolation. (p. 88) He points out thet the rationd modd performs
adequately inisolation in western societd settings where physica and surviva needs are typicaly met,
and individuds seek gains often beyond the materid. But this pergpective fals when used in Situations of
limited freedom, low education, and meager resources. The rationa model aone presumes the natural
needs are being met; a condition that remains untrue in too many setting. (p. 89) In these Stuations, the
goas of the collective are likely to be the actud gods of the individuas in the collective (e.g. protect
belongings, obtain food, etc.)

Levds of Organization

Writersin the literature describe a broad range of definitions for organization; afew taking in an
extremdy broad diversity, while most focus quickly on business organizations and their forms. Among
the broadest descriptions, Hicks and Gullet (1975) describe amodd of ten levels of organization that
can beidentified (Table 1). Their modd begins with an organization of the Smplest combination of
ideas or real-world chemicad interactions and leads up to the transcendenta organization where
members put some higher purpose above their own persond objectives. Their ampler forms,
particularly the lower five that would not normally be associated with life, would be excluded from a

discussion of organization by mogt writers, but the inclusion of such forms provides a firm grounding for
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examining any non-random collection in order to dlow characterigtics of organizationsto emerge. In
fact, the mid-range leve s that Hicks and Gullett associate with generd systems will have implicationsin

the gpplication of generd systems concepts to the higher forms described in the upper three levels.

Table 1 - Hicks & Gullett's (1975) Levels of Organization

1. Elementd interaction Thoughts; chemica reections.

2. Static structure Descriptive models or concepts.

3. Smpledynamic Predetermined or necessary actions and motions.

4. Cybernetic Possessing ability to modify itsdf.

5. Simple open Capeacity for self-maintenance and reproduction.

6. Genetic-societa Divison and specidization; mutua dependency.

7. Animd Specidized information processing, complex nervous
system and abrain.

8. Human Intelligence, sdf-reflexive, time referent, adaptable,

control of environment, language, culture.

9. Human Organizdions  Two or more humans.

10. Transcendental Pursuit of ultimate and perhaps illusive knowledge,
truth, aesthetics.

Rdationships in Organizations

Hicks and Gullet (1975) describe the relationship among components of organizations as being
of five types, while acknowledging the obvious overlap of the types at their margins 1) accidentd
relationships where no participants ddliberately or intentionaly associate with one ancther, 2) parastic
relationshi ps where some component gains at the expense or detriment of another, 3) one-way
rel ationships where benefit or gain tends to flow from one component to ancther, 4) mutudistic
relationships where the association is ddiberate, though not necessarily conscious, and dl benefit from

the interaction, and 5) transcendenta relationships which go beyond mutudistic to am a some
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intringcaly higher am or purpose, the benefit somehow being beyond the components directly. (p. 8-
12)

They ds0 view rdationshipsin organizations according to the functional purposes and synergies
that such rdationships serve. Where quantity is akey factor — like or Smilar resources adding
cumulatively to cregte gregter capacity for amilar functions— the additive relationships are built on
what Hicks and Gullet refer to as "supplementary amilarities” (p. 13) Where quditative factors play a
key role— meaning that dissmilar or differentiated resources are combined to create capabilities and
gpecidization not present in the individuas — the rdationships are referred to as "complementary
differences” (p 14) Most organizations are built usng combinations of supplementary smilarities and
complementary differences, with the overdl gppearance of the organization often determined by how
those combinations occur.

Individuds in Organizations

Do organizations actudly exis? Hal (1996) covers the debate over the usefulness of
organization as a condruct, pointing out that organizations generdly can't be defined without reference
to the underlying system of interacting individuals. Exchange theory attributes interactions within
organizations to the direct interaction of individuas, even when those interactions are highly
asymmetrical. To acertain extent, organizations are socia congructs only. Hal makeshisown clam
that organizations are quite red, and worthy of sudy. Individuas in organizations often interact in ways
other than exchanges, and one could argue that the individuas in an organization may be chdlenged in
thair existence without organizations. (p. 31) Ask an individud to describe themselves and they will
typicdly lis the organizations of which the are a part. Underdanding them in detail or deeply usudly

requires asking why they are apart of those organizations.
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Hicks and Gullet (1975) agree, pointing out that understanding organizations requires
understanding the motivations and objectives of the individuas who make up those organizations. "We
might say that persons join organizations to satisfy their persond objectives. They find that organizations
alow them to achieve gods that they cannot achieve done.” (p. 23) Such an expectation illugtrates the
synergigtic effects of what Hicks and Gullet have would describe as mutudigtic relaionships and built on
complementary differences. Individudsin organizations bring different talents and objectives, and
combine to meet both persond and shared gods. Everyone in the relationship expects the vaue of the
relationship to exceed its codt.

Viewed in thisway, individuad participation and membership in organizations can be viewed as
an exchange relationship; an economic one. Classca theory would predict that individuds are smply
endeavoring to satisfy their biologica needs through the seeking of economic gods and activities. Hicks
and Gullet (1975) point out that such aview tends to "oversmplify human needs,”" and that thereis
"more to life than security and maintenance of life"" (p. 29) Scientific management, based on worker
efficiency and the following of management indructions, is dso based on individuas responding
rationally to the economic payments offered for their work. The bureaucratic and adminigirative modd's
emphasis on structure and order, with its hierarchy and specidization based on clear-cut ingtructions,
a0 offers a"safe but nonchdlenging form of organizationd life" (p. 29)

The neoclassica modd attributes objectives to individuds that go well beyond economic
maintenance and security. Organizationd members are viewed as aso socidly motivated, establishing
informal socid relationships that represent the antithesis of the smple classcd view. "An overemphas's
on rationdity and formaism are seen as contributing to negative employee attitudes and reduced

productivity.” (Hicks & Gullet, 1975, p 30) The modern theory attributes even greater complexity to
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individua involvement in organizations. Members are seen aslooking for self-esteem, the esteem of
others, and development and self-actudization. Such levels"interact in acomplex and integrated
fashion." (p. 30) Hal (1996) atributes the ability of organizations to determine the individud's
placement in the socid dratification system as among the most important outcomes of organizations with
respect to individuas. (p. 7)

Atitsamplest, Hicks and Gullet (1975) describe a motivationd model whereby individuas join
organizationsin order to pursue some god-directed activity that will satisfy one or more of their unmet
needs. A problem that they attribute to such a smplified modd isthat it does not explain why particular
needs are given priority by individuas, nor why they pick any particular organization to promote meeting
such aneed. They propose the interaction of each individud's persond vaues with the environment as
the primary prioritizing influence, and a perception of arole-fit as the lead organization choosng
mechanism. Ther expanded mode then includes Sx steps. 1) past and present environmentd factors
influence an individud's perception of needs, 2) persond vaues influence the prioritizing of such needs,
3) such prioritizing determining which unmet needs become selected as unsatisfied and in need of
remediation, 4) the formation of goals for meeting those needs, 5) the identification or perception that a
role is available in one or more organizations for pursuing those goals, and 6) the joining of such
organizations and pursuit of those gods. (p. 31-34)

Each of the modd's Seps, particularly the sixth, dter the environmentd factors that initiated the
modd, this forming arepeeting cycle of activity involving individuds in organizations. Both the
individuds and the organizations are dtered by the cycle. Participation in organizations dtersthe
perceptions and needs of the individud. Recelving and occupying a new member will dter the

organization. Hicks and Gullet describe each iteration of the cycle as requiring accommodation in order
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to establish equilibrium. They view persond vaues as stabilizing notions in the modd. (p. 33) Whilean
individua's vaues change through life, they tend to do so dowly. Vaues, then, act as condraints to
keep the cycles of perception and god-role establishment from swinging wildly. This providesthe
necessary Sability for individuasto participate in organizations long enough to receive the expected
mutud benefit.

The perceptions and needs of the individua are discussed by March and Simon (1958) as
affects of the role that cognition plays in the adopting of gods and selection of organizations in which to
paticipate. Cognition can be ameans of identifying gods, dthough inginct and emotion are more likely
sources. Thekey role of cognition isin the sdecting of god-seeking behaviors, one of which can be the
identification and joining of organizations likely to enhance god atainment. The cognition, then, creates
subgodss to the main goa's established by ingtinct and emotion.  Sometimes such gods match the god's
of the organizations joined; other timesthey do not. God attainment then becomes a by-product of
helping an organization reach its own gods. (p. 150-152)

Coordination of Individuas

Being made of individuds, each with varying objectives and degrees of commitment based on
the dignment or nondignment of these god's and subgodss, organizations must coordinate activitiesin
order to attain more than amply the persond gods of the individuals. Coordination dlows the
organization to pursue gods through those individuds. Where individua goas are not generdly digned
with organizationa godls; it becomes likely that individuals will often draw incorrect inferences from
coordination information provided by the organization. March and Smon refer to a"forma uncertainty
absorption point” (p. 166) that must be established to clear up and streamline coordination

communication. This point becomes the organization's officid or legitimate source of information.
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Individuas throughout the organization are encouraged to use only "legitimized facts" in the decison-
making. (p. 167)

Mintzberg (1979) describes five mechanisms that organizations use to achieve such
coordination, each having different structures depending the need for god-aignment or information
legitimization required in the organization: 1) mutua adjustment, 2) direct supervison, 3) Sandardization
of work processes, 4) standardization of work outputs, and 5) standardization of worker skills. He
consders these "the most basic dements of structure, the glue that holds organizations together.” (p. 3)

With mutud adjustment, individua workers are able to communicate directly with each other to
coordinate activity and make adjusmentsin red-time. The earliest and Smplest organizations rely on
such coordination without the need for any management or supervisory structures. As the scope or
complexity of the task expands, direct mutud adjustments become inadequate for making al of the
necessary control decisions and actions in the work, and an enlarged organization based on more
complicated controlling mechanisms will kick-in.

Paradoxicaly (Mintzberg's term, p. 3), mutua adjustment aso becomes a dominant control
mechanism as the task or activity of the organization increase to the far extreme of complexity; beyond
the point where any other management or supervisory mechanism can be timey and responsive enough
to be effective. Under such circumstances, only mutua adjustment controls between active workers or
professionas proves adequate.

Between these opposite extremes of amplicity and complexity, Mintzberg's four other
coordinating mechanisms are found at work. Asthe Sze of the organization outgrows the capabilities of
mutud adjustment, direct supervison typicaly isinvolved; with oneindividud taking on responsbility for

overseeing the work of the group.  Asthe organization grows further, multiple coordinators become
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necessary with mutua adjustment gtill the coordinating mechanism among these supervisors. With
further growth, direct supervison among the firs-level supervisors becomes necessary, and the
organizationd hierarchy emerges.

Beyond the emergence of a growing organizationd hierarchy, further coordination is achieved
through various forms of standardization. When the details of how to do various activities or tasks is
specified and then followed, the coordinating mechanism is standardization of work processes. When
such process details are omitted, but specifications for what products and services provided by the
organization is provided, the coordinating mechanism is standardization of output. When neither
process nor output can be precisely specified, control is obtained through standardization of skills. Such
standardization focuses on the training required for workersin the organization so that they will be likely
to achieve adequate results and outputs that, generdly, correspond with each other through the common
base of training and kill.

While the three forms of coordination based on standardization are not mutually exclusive, and
can be used smultaneoudy in most organizations, Mintzberg sees them as corresponding to arough
continuum of complexity. (p. 7-8) Standardization of work is effective in those Stuations where the
tasks are smple enough to be fully icited and documented. Teaching workersto follow these fixed
processes is adequate to assure control. As the work becomes more complex or the workers more
skilled, unambiguous definitions of the work processes, with the necessary nuances and exceptions,
becomes difficult. By specifying only the outputs required, and using more skilled workers who will
follow or discover |ess-detailed processes, control is achieved. Asthe work becomes too complex to

specify detall work activities or outputs, the skill of the worker becomes the only available control
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mechanism. We expect these highly trained workers, usudly by now known as professonds, to apply
their skills and knowledge to achieve controlled work processes and outputs.

Structure of Organizations

Mintzberg (1979) describes five notable parts of every nontrivid organization (Table 2). In
extremely ssimple organizations, parts are unnecessary because each component, or "operator”, in the
organization is sdf-aufficient. (p. 18) But asthe organization grows beyond such an overly smple
sructure, specidized components emerge. At the center of such organizations is found the "operating
core," the organizational operators who carry out he actua and bulk work of the organizations; just as
the sdf-sufficient operators had been doing in the even Smpler organizations. Surrounding the operating
core are another four components made necessary by the demands of the growth in sze and complexity

of the organization and what it is attempting to accomplish.

Table 2 - Mintzberg's (1979) Basic Parts of the Organization

1. Strategic Apex Decison makers, responsible for srategy.

2. MiddeLine Implements strategy, makes up chain-of-command.
3. Operating Core Basic work operators of the organization.

4. Technogtructure Standardizes work, manages externa environment.
5. Support Staff Indirectly supports line, provides work environment.

Of these four, three make up the adminigrative Sde of the organization. Those that make the
drategic decisions for the organization, and who reside at the top of the organizationa hierarchy make
up the "drategic apex"” of the organization. Forming a bridge between the strategic gpex and the
operating coreisthe "middle ling" condtituting the chain-of-command for the organization and seeing

that the organization's Srategy isimplemented.  Providing the technical expertise that makesthe
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organizations other than an adminigrative shdl, the "technostructure’ provides the knowledge necessary
to standardize the work of the core and manage its relationship with the external environment.

Thefifth of Mintzberg's five components of an organization is the "support saff.” The support
gaff works outside of the direct line of work performed by the core, yet indirectly supports that work
by providing the working environment and support necessary for the core and other parts to functions.
This support function often condtitutes the largest component of the organization. (p. 19)

Structurd Dimendons

The placement, size, and interdependency of these functiona components of the organization
will vary, and take on different appearances, based on many factors that affect organizationd design; the
different dimensions in which the organization can be planned and executed. Depending upon the
dimensions adopted for discusson and andyd's, an organizationa solution space — defined by those
gructura dimensons— islogicaly created. Organizationa behaviors and relationships can then be
andyzed, even predicted, by the way any particular organization maps itsdlf into that solution space.

Daft (1992) describes organizations structuraly using eight dimensons (Table 3).  To Daft,
gructurd dimensions are meaningful to the extent that they help describe the internd characterigtics of
organizations. He differentiates these from the contextua dimensons (discussed below) that work to

characterize the entire organization externdly. (p. 12-13)
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Table 3 - Daft's (1992) Structural Dimensions

1. Formdization Amount of written documentation.

2. Specidization Subdivison of tasksinto separate jobs.

3. Standardization Uniformity of smilar work activities.

4. Hierarchy of authority Reporting relationships, span of control.

5. Complexity Number of activities or subsystems.

6. Centrdization Location of decisonswithin hierarchy.

7. Professondism Forma education and training of employees.
8. Personnd ratios Deployment of people into functions.

Daft describes various ways in which these eight dimensons intertwine to result in the various
types of organizations actualy observed. They can be used to make observations about organization
including factors not typically noticed by the causal observer, and more importantly, they can be used to
compare multiple organizetions. (p. 18)

Mintzberg (1979) discusses the dimensions within which organizations function as a collection of
nine design parameters that can be tailored or manipulated in order to create or fashion organizations of
different form and complexity (Table 4). He refersto each asrelated to design because of the fact that
they can be manipulated intentionaly to design an organization, whether the form of the manipulation
resultsin aformd gructure, or an semiforma culturd or implicit change in the organization's

environment. (p. 66)
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Table 4 - Mintzberg's (1979) Design Parameters

1. Job specidization Breadth and depth of positions.

2. Behavior formdization Implicit and explicit controls.

3. Training and indoctrination Work skills and culturd attributes.

4. Unit grouping Supervisory and chain of command.

5. Unitgze Span of control, mutudity.

6. Panning and control systems Decisons made, and standards set.

7. Liaison devices Coordination across organizationa units.
8. Vertica decentraization Decisons down the chain of command.
9. Horizontal decentrdization Non-management control over decisons.

Three of Mintzberg's design parameters ded with the design of pogitions in the organization: job
specidization; behavior formaization; and training and indoctrination.

The parameter deding with job specidization includes two continuums.  Job breadth, which
dedls specificaly with what kinds of work are associated with a job and ranges from precise
specidization to broad job enlargement, isreferred to by Mintzberg as "horizontd job specidization.”
(p. 69). Job depth, which deals with potential separation of the performance of the duties of ajob from
the adminigration of that job, is referred to by Mintzberg as "vertica job specidization.” (p. 71)
Mintzberg points out that as jobs are specidized horizontaly, the cross-job administrative requirements
increase to include more and more connections to an increasing number of distinctly specidized jobs.
Asaresult, "jobs must often be specidized verticdly because they are specidized horizontdly." (p. 72)
When jobs are enlarged horizontdly (i.e. the opposite of specidization horizontaly), workers take on
more and broader ranges of tasks. When jobs are enlarged vertically, workers take greater ownership

and control of their tasks. This latter vertical enlargement is sometimes referred to as job enrichment.

(p. 75)
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By formdization of behavior, Mintzberg is describing "the design parameter by which the work
processes of the organization are sandardized.” (p. 81) Behavior can be formadized through the
definition of specific job descriptions, or by the specification of work flow and product standards, or
through generdized organizationd rules that apply to entire segments of workers. The effect of any such
formdization is the same; "behavior isregulated.” (p. 82) Formdization of behavior dlows for greater
control and predictability in what happens throughout the organization. "The fully formdized
organization ... isthe precise organization." (p. 83) Mintzberg refersto this dimension as a precursor to
adiscusson of organizations as bureaucracies, organizations that achieve control primarily through
formdization of behavior. (p. 84)

Training and indoctrination complete Mintzberg's design parameters looking at positions within
the organization. "Training refers to the process by which job-related skills and knowledge are taught,
while indoctrination is the process by which organizational norms are acquired.” (p. 95) Traning plays
an important part in virtudly al pogtion definitions, however, Mintzberg recognizes the primecy of
training in the definition of professiond positions — positions where formalized job descriptions and
rules of workflow are unavailable because of the diveraty and complexity of work stuationsin which
such controls would need to be applied.

Mintzberg suggests that formaization and training can be viewed as two adterndtive forms of
control that serve Smilar purposes. Formaizing procedures and rules provides direct control over work
behavior, while indirect contral is gained by acquiring highly trained professonds who can work without
detailed or formalized procedures. The decision whether to take the direct approach with unskilled
workers, or theindirect gpproach with professionals, or some combination of these aternatives, is

dependent upon each unique organizationd context, making the design of postions akey dimendon for
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sructuring organizations and their outcomes. (p. 101) Asaresult, "professondism and bureaucracy
can coexist in the same dructure.” (p. 103)

The next two of Mintzberg's design parameters ded with the design of the organization's
superdtructure: unit grouping, and unit Sze. Mintzberg describes unit grouping as "a fundamenta means
to coordinate work in the organization.” (p. 106) In addition to allowing for the establishment of
common direct supervisory functions and god setting, creating work groups in the organization dlows
for sharing of resources and skills being gpplied to common purposes, and increases the chances that
mutua adjustment will be used as the coordinating mechanism at thelocd levd, or bottom of the
organizationd hierarchy.

Such grouping can aso establish sandardization of outputs as a common performance measure
for unit groups. In these ways, unit grouping isacritical dimengon for most organization's to establish
the various coordinating mechanisms as dominant or secondary in the organization's forma structure and
informa culture. (p. 107) The criteria by which groups are established — whether by geography,
function, customer, or product — only adds to the availability of control and standardization options.

The parameter of unit Szeisthe key determinant in span of control for control functions within
the organization. As organizations dependent on mutua adjustment grow and begin to use direct
supervison, the ability of anindividua to manage a group of peopleislimited by the Sze of that group.
Work groups then, are limited to the number of people who can be effectively directly supervised. As
standardization becomes a key to coordination, the manageable size of work groups grows because the
standards serve as proxy for the direct presence of supervisors. (p. 139) Increasingly larger
organizations able to standardize products and processes are then seen as becoming flatter

organizationaly over time. Portions of organizations that Mintzberg would describe as the operating
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core, where standardized processes, products, and services are areasonable god, will tend to have the
largest organizational units relative to the rest of the organization. (p. 143)

But, Mintzberg aso pointed out previoudy that as organizationd tasks, products, and services
become increasingly complex, coordination must return to mutuad adjustment among professonds.
Such forces will tend to impeded the growing flatness and scale of the organization as groups try to
remain smal enough to encourage such mutud sharing. Thisis seen in current organizations emphasizing
learning and knowledge management. As aresult, portions of the organization that Mintzberg would
describe as the Strategic apex or technostructure will be seen to have the smalest organizationd units
relative to the rest of the organization.

The next two of Mintzberg's design parameters ded with the design of laterd linkages within
and across the organization: planning and control systems; and liaison devices. Mintzberg ties these two
parameters to his previous coordinating mechanisms by emphasizing "planning and control systems that
gtandardize outputs and liaison devices that grease the whedl's of mutud adjustment.” (p. 148)

In terms of standardization, planning creates the sandard or some other description of desired
or intended output, while control works to assure that the standard has been met. Neither planning nor
control are possible or redigtic without the other. (p. 149) Performance controls (e.g. objectives,
budgets, operating plans) are developed and monitored for each organizationd unit; making unit
sructure and Size key factorsin the planning and control dimension.  Mintzberg points out that such
performance controls are effective when responsibility for meeting plans can be assgned to distinct
organizationa sub-entities, whether work groups or entire divisions, but that such planning and control
becomes difficult when dedling with issues and concerns that cross organizationd boundaries and lines

of control; particularly those dedling with interdependencies between organizationd units. "In other
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words, something other than a performance control must be found to coordinate work in the functiona
sructure.” (p. 153)

What Mintzberg refersto as "action planning” provides for such amechaniam. Action planning
alows the organization — at whatever level of scde and detail is gppropriate — to make specific
decisons that may have implications across organizational boundaries and units. This places action
planning as a control mechanism in the middle of a continuum between performance control that isa
very generd control and behavior formaization which looks to formdize detall Sandards and guidelines
for making decisons. "Action planning emerges as the means by which the nonroutine decisons and
actions of an entire organization, typicdly structured on afunctiond basis, can be desgned as an
integrated system.” (p. 154)

The extent to which an organization emphasizes performance controls or action planning will be
afunction of its scale and reach. The larger the reach of an organizationd unit, the more likely that
generd controls such as performance controls will be used because of the difficulty of managing action
plans over extended geographies and organizationd boundaries. Such factorstie the planning and
control parameter to the two decentralization parameters discussed below.

Mintzberg sees the liaison dimengon as offering organizations opportunities to communicate
across the hierarchy created by their unit grouping and lines of control. In many organizations, such
cross-organizetion liaison remains highly informal. The dassic "office grape-vine' represents such a
liason function a an extreme levd of informdity. Asthe requirements of the organization for increased
contact across units grows, the liaison function takes on other, more formalized, forms. Task forces and
ganding committees are initial forms of cross-organizationd liason. Asfurther requirements emerge,

meatrix organizationa forms can indtitutiondize groupings that cut across traditiond, or hierarchicd,
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organization boundaries. Mintzberg identifies the middle layers of the organization as optimum for
liaison activities because of their common need for cross-functiona decisions making and distinctions
between primary line and staff support. (p. 179-180)

Thefind two of Mintzberg's desgn parameters ded with the design of the organization's
decison-making capabilities and systems: verticd and horizontd decentrdization. Mintzberg describes
centraization as "the most confused topic in organization theory.” (p. 181) Helimitsthe discusson to
power over decison-making. When decisons are made a a single point in the organization, whether an
individua or smal group, the organization is centrdized. When decison-making is dispersed, the
organization is decentralized. Factors such as geographica digpersion or functiond isolation may result
in centralization or decentraization; but they are not in themsalves centralization/decentralization issues.
(p. 185-186)

Mintzberg defines two dimensions of decentrdization each interdependent on the other.
Verticd decentrdization occurs when decison-making is pushed down the chain of command of the
organization. Thus, verticd decentrdization is afunction of unit grouping and sze. If such unitsare
geographicaly or functionaly dispersed, then vertical decentrdization aso corresponds to such
geographic or functional dispersa. Horizontal decentralization occurs when decison-making is passed
to individuas or collectives outsde of the chain of command as determined by the unit grouping
hierarchy.

The level of decison-making that is decentralized isalso avaridble. Itispossbleto
decentrdize informationd and andys's aspects of decision-making without decentraizing sdection and
execution authority. As such, centrdization is not a static dimension for an organization. The extent to

which decision-making has been centrdized at the top, or disperse through the chain of command, or
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ddlegated to non-management support staff; and the types of decison-making that have been so
dispersed; forms afabric over the entire organization and is an integrd dimension for understanding the
organization and how it will function.

Daft's (1992) Contextud Dimensons

Both Daft (1992) and Mintzberg (1979) describe additional structural factors beyond those
defining the interna structure and operation of the organization. Daft describes such factors as
contextua dimengons (Table 5) that set the context in which the organization evolves into its observed

Sructura dynamic.

Table 5 - Daft's (1992) Contextud Dimensions

1. Sze Number of people.

2. Organizaiond technology Nature of production capability.

3. Environment Elements outside organizationa boundary.
4. Godsand drategy Purpose and competitive techniques.

5. Culture Underlying vaues, bdliefs, and norms.

Daft describes sze as being measured in terms of the number of people making up the
organization; admitting that he is primarily concerned with the organization as a socid system. (p. 15) If
gzeistaken as Smply magnitude of the organization, then other less-socia measures al'so become
relevant; including traditiona accounting measures such astota saes or total assets.

He describes the technology context in terms of the production subsystem; offering examples
such as an assambly line and ail refinery. His focusis on the technologies required to change inputs into
outputs. For industries not described eadly in terms of production (e.g. service, education, hedth), this

dimension might be described as organizationd competency.
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Déft's environment dimension expands the picture of the organization to include dl of its mgor
stakeholder interfaces; including industry, government, customers, supplier, and investors. He points out
that it is other organizations within the environment that often have the greatest impact on the structura
congderations that are contingent on context. (p. 15)

Previoudy (Daft, 1983), Daft limited hislist of contextud factors to these three. The inclusion of
goas and culture were in his 1992 edition; and these, dong with their affect on his entire discussion of
organizations throughout the remainder of the book, condtitute a sngpshot of the changing in histhinking
over alittle more than a decade. He now sees the gods and strategy of an organization, adso referred to
as purpose and competitive techniques, asideas "that set it gpart from other organizations." (p. 16)
Whether written or unwritten, goas and strategy have sgnificant impact on direction of thinking and
alocation of resources.

Additiondly, Daft includes culture as a new fifth contextud dimenson. Usudly unwritten, the
culturd beliefs and actions hep hold the organization together during changes made or impacted by the
other structurd or contextua dimensions.

Mintberg's (1979) Contingency Factors

Mintzberg refers to contingency factors (Table 6) that determine the directionsin which an

organization will define and develop its structure.

Table 6 - Mintzberg's (1979) Contingency Factors

1. Age& Sze Pressures to centralize/decentralize.
2. Technicd System Egablishing scale and complexity.
3. Environment Stahility, complexity, and hodlility.
4. Power Demands from externd controls.
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Age & Size. Mintzberg describes the factors of age and Sze as interdependent; having affects
on the organization that typicaly characterize growth. The older or larger an organization, the more
formaized its behaviors and norms will be found to be. (p. 227 & 233) Interestingly, he describes age
as having a particular affect on structure in that the industry conditions that existed when an organization
was founded condtitute important initia conditions for its evolution and development. (p. 228-229)
Size has a specific impact in the way increasing Sze forces differentiation and specidization of units
within and across the organization, with a correspondingly more eaborate structure. (p. 230-231) And,
related to such elaboration, the average sze of those differentiated  units increases as the overdl
organization grows. He attributes this increase in average unit Sze to the increased possible span of
control possible for managers dedling with more specidized functions. (p. 232).

Mintzberg points out that the influences of age and size on an organization are discontinuous.
"An organization grows more or less continuoudy, but its structure is changed only in discrete steps.” (p.
232) Asaresllt, as organizations grow and age, they pass through a series of structural stages,
"changesin kind rather than degree” (p. 241)

Mogt organizations start out as nondlaborated organic structures, typicdly ether craft-based or
entrepreneurid in nature. In the craft structure, coordination is achieved through standardization of
skills. "The adminigrative component of the craft organization is smal and undaborated, comprisng a
few managers who work adongside the operators.” (p. 242) As the organization shifts toward and
entrepreneurid structure, the change brings with it asingle specidized divison of labor; "the
entrepreneur making dl the important decisonshimsdf.” (p. 243) The entrepreneur persondly fulfills

the organizationa roles of technogtructure and middle-line management.
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Asthey age and grow, they begin to see more forms of gpecidization beyond the smple
entrepreneur. Formalized procedures and structures eventudly emerge as a bureaucratic stage for the
organization. "Just as a pupa sheds its cocoon to emerge as a butterfly, so dso does the organization
shed its organic Structure to emerge as a bureaucracy.” (p. 241) The process of creating a bureaucratic
stage organization involves iterations of increased job specidization followed by more dlaborate
regulatory mechanisms, management hierarchies and standard procedures. As the cycles continue with
increased growth, the division of labor between defining work and carrying it out results in the formal
emergence of the technocratic suborganization. (p. 244) Adherence to the rules of these procedures
becomes a driving force in the organizationa structure and management as different components of the
work are driven farther and farther gpart by the growing organization.

A divisonalized stage is encountered when the bureaucracy grows and agesto the point that a
functiond or product-based grouping is required in order to segment the organization into managegble
units to maintain effective span of control or geographic coverage. "Like the amoeba, the overgrown
functiona bureaucracy solit(s) itsdf into distinct entities, or divisons." (p. 246) Each digtinct divison is
likely to operate as a bureaucratic stage organization reporting to a common shared headquarters
dructure that imposesits own form of bureaucracy on top of the entire structure. In this way, continued
divisond breskups dlow the bureaucratic stage to endure virtualy indefinitely a the operating level.

Finaly, Mintzberg describes a trangition to a matrix stage that he sees as transcending the
divisondized form and returning somewhat to the organic.  The most sgnificant shift is the remova or
loss of the coordinating headquarters. Interdivisonad communication and coordination is opened up and
peer-to-peer management becomes the norm. Organizationa details are adjusted to suit unique needs

within the organization.
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Organizations need not pass through each of these stages during their life; but Mintzberg sees
the trend as being clear enough that the exceptions typicaly further illustrate the rule. Mintzberg
emphasizes that these stages and structures "do not seem to change continuoudly or in linear patterns; it
seems more accurate to describe them as passing through ditinct trangtions.” (p. 248)

Technicd Sysem. Like Daft's use of organizationd technology as a contextua dimenson,

Mintzberg defines the technica system as a contingency factor. Citing Hunt, he describes three basic
dimensions that make up the technical system in the organization: 1) the operations technology that
transforms the inputs into the outputs, 2) the regulation or knowledge dimension through which
operators control their work, and 3) the sophistication dimension which describes the complexities and
intricacies of the work being performed. (p. 250-251)

He discusses these dimensions in the context of the scae of the organization's production
processes, ranging from unit or small-batch production, through various forms of mass production, up to
intermittent and continuous-flow process production. Different scaes have different impacts on the
gructuring and performance of the organization. Craft-like unit production organizations will typicaly
see very little control at their strategic apex and through their middle line levels.  1ssues and control
problems are often worked out &t the line level. As scale increases toward mass production, middlie
management takes on increasing control as the length and complexity of the supply-chain lengthens.
Problems and issues are less often visible at the loca work level. "Mass standardized production
le(ads) to formadized behavior, which le(ads) to dl the characteristics of the class bureaucracy.” (p. 256)
The increased scale represented by a growth to continuous process production further expands the

need for control and increases the involvement of Mintzberg's strategic apex.
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The increased involvement of the strategic arm of the organization often creetes the need for the
lower levels of the organization to become more flexible and sdf-sufficient in order to prevent the
organization from being paralyzed by its complex hierarchy. Such process producers are generdly seen
to become more "organic in nature’ (p. 259); dlowing Mintzberg to reemphasize his regularly stated
position that as organizations increase in Size and scope, the often come full circle and take on
characteristics of smaler more agile organizations in structure and behavior. (p. 258-260)

Mintzberg combines these three dimengions of the technical system into severd observations
about their impact on organizationd ructure. Fird, "the more regulaing the technicd system, the more
formalized the operating work and the more bureaucratic the structure of the operating core.” (p. 261)
While he describes knowledge and training as key regulators for smple smal organizations, such
intangibles do not suffice for building more complex technica sysems. These larger system will dways
increase formality and bureaucracy in response to the need to control the growing technical system.

Second, "the more sophigticated the technica system, the more eaborate the adminigtrative
dructure.” (p. 262) Hislogic isbased on the increased specidization of skills needed to support the
more sophigticated system.  Such specidization drives organizationd growth and the adminigtrative
support required to support that growth; and it increases the need for coordination among increasingly
isolated professions working in separate specidties. The liaison activities necessitated by such isolation
aso increases adminigrative ratios.

Third, "automation of the operating core transforms bureauicratic adminigtrative structure into an
organicone." (p. 264) Asthe production process grows and increases in complexity, increased
automation offsets some of the unskilled and less skilled workers; increasing the proportion of the

organization staffed by professonds. These professonas typicaly require less administrative control,
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and the organization shifts toward more empowerment and distributed control. The leve of formdity
and bureaucracy peaksjust prior to this point.

Environment. Mintzberg includes four concernsin the environment factor: 1) sability, 2)
complexity, 3) market diversty, and 4) hodtility. (p. 268-269) The level of sability in the environment
has an extreme affect on structure because, in a stable environment there is high predictability, alowing
an organization to shidd itsinternd operations from outsde externd influences. Standardized
procedures can become ingtitutionaized throughout virtudly al operations, and bureaucratic norms set
in. When gability islacking, more organic forms are required so that the organization can better
respond to changes in the environment.

Mintzberg describes how these organic forms will develop in environment lacking stability
despite the contrary factors of size and technica system that tend to push the organization toward
bureaucracy and sandardization. In essence, the dynamism of the environment will override the
bureaucracy-inducing contributions of these other factors. (p. 272) The complexity of the environment
will drive the organization toward decentraization as decision-making is moved toward the most
dynamic parts of the environment. Such decentrdization will drive certain components of the
organization's functions toward professonalism, as the control structures shift from standardization of
work to standardization of outputs, skills, and eventually professond mutua adjustment.

Mintzberg sees the emergence of bureaucratic and organic components to organizationsin
complex environments, both with centralized and decentraized components, each piece working to
optimize its piece of themisson. (p. 276) The permutations of such components, and thelr

interrelatedness, can give rise to an extraordinary range of ingtantiated organizations.
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Market diversty, as an environmenta factor, will affect organization structure because
decentrdizing into multiple divisons will be common for organizations faced with highly diversfied
markets. It isthe presence of common critica functions across these logical divisonsthat tendsto
impede such divisondization. (p. 278) Again, thefriction between decentrdization driven by the
market, and centrdization driven by the need for common functions, givesrise to ahost of actua
organizationa forms.  Hodtility in the environment will, a times, act to overcome thisfriction. "Extreme
hodtility in the environment drives any organization to centrdize structure temporarily.” (p. 281)

These factors create an ebb and flow to the organizationa structure driven by changesin the
environment; particularly through market shifts and hodtility. At any given time, these factors will dictate
some combination of four basic environmenta responses based on combinations of complexity and
dahility:

1) The parts of the organization responding to complex stable environmentd factors will tend to
be both decentrdized and bureaucratic. Control will be through standardization of positions, reporting
relationships, and job descriptions.

2) Portions responding to complex dynamic environmentd factors will tend to remain
decentraized, but shift from bureaucratic to organic structures. Controls will shift toward professona
mutual adjustment as standardized positions and jobs lose their ability to keep pace with the dynamics
of the environment.

3) Those responding to smple stable environmenta factors will tend to remain centraized with
highly bureaucratic structures. Control is achieved through standardization of work processes,

particularly inputs and outputs from and to the decentralized components.
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4) Smple dynamic environmentd factors will lead to organization responses that remain
centraized, yet shift toward direct supervison controls as standardized work processes fail to keep
pace with the dynamic environment. As needs shift, supervisors directly influence the responses of
organizationd members.

Because the shiftsimplied by these types of responses will often require conscious
reorganization to achieve, the changes seen in the organization will be intermittent and sporadic, even
though the changes in environmental factors can be continuous. As aresult, different portions of the
organization will exhibit different levels of functiondity and dysfunctiondity a any time depending upon
how well the current Structure matches the demands of the prevailing environmenta factors.

Power. Mintzberg sees power as ainteresting factors in understianding organizationa structure
because it often leads to organizationa responses that don't gppear optimal for working toward the
intringc misson of the organization. He primarily discusses power in the forms of controls placed on the
organization from externd sources. The two primary forms of such controls are the ability to define the
leadership staff and the ability to impose externd standards. Such controls, often targeted at the top of
the organization, have affects that permegte the entire organizationd structure.

"Externd control forces the organization to be especidly careful about its actions™ (p. 290)
Formdlization will tend to increase as the organization responds to demands for increased rationdity.
Such formalization and need for control will tend to cause increased centraization of functions, even
those that would be better served by remaining decentralized in response to other environmenta factors.
Also, externd pressures are often just aslikely to reflect organizationa "fashion” as substance, creating

changes in the organization that are actudly unnecessary and often dysfunctiond.
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Intermediate Variables

The structura dimensions defined above can be used to describe organizationd configurations
asthey are found to actually occur. The contextua and contingency factors then discussed
consderations that are seen to drive and determine which from among the many possible structurd
configurations any particular organization takeson.  The structurd dimensions, then, define the
dependent variables of this organizationd model. The contextud dimensons define the independent
varidbles. The actud dructure of any particular organization (dependent variables) is contingent upon
the context in which it occurs and operates (independent variables).

Mintzberg suggests four intermediate variables that mediate between these independent and
dependent variables: 1) comprehensibility of the work, 2) predictability of the work, 3) diversity of the
work, and 4) speed of response required. (p. 221-223) He suggest that these four factors can explain
how an organization results in its given structure (dependent) given an environment in which to respond
(independent). They help explain, viathe work itself, why two different organizationd structures can be
Seen as an appropriate response to the same environmental arena.

These are complex systemic responsesto a variety of Smultaneous dimensions. After
introducing systems theory in the third chapter, this breadth component will address the forms and

results of such mediation in the fourth chapter.
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Chapter 3
Systems Theory

|ntroduction

This chapter explores the mgor writings in systems theory, focusing on the ability of systems
thinking to draw together the array of dimensions and variables discussed in the previous chapter into a
coherent modd of organizations that can cover the broad array of forma and informa organizations
described in the literature. The structure of this chapter is modded on the writings of Bertdanffy
(1956), Laszlo (1972b, 1975), Rapoport (1986), Boulding (1956), and Ackoff (1960, 1995). Of
particular interest here are the various issues and concerns that surround discussons of highly complex
systems that can exhibit self-organizing behavior, and how such behavior can explain the interaction of
the organizationa variables developed in the previous chapter.

Generd Systems Theory

Boulding (1956), describing what for him was a very contemporary problem, outlined the
growth and expansion of fieds of knowledge in various sciences coupled with an increasing need to
specidize in order to be successful in the practice of any single science. He described a growing need,
fet by many across multiple disciplines, to somehow systematicdly identify a set of congtructs that could
be used to chdlenge and communicate information across disciplines; some set of descriptions
"somewhere between the specific that has no meaning and the genera that has no content.” (p. 11)

Bertaanffy (1956) satesthat "it seems legitimate to ask for atheory, not of systems of amore
or less gpecid kind, but of universal principles gpplying to sysemsin generd.” (p. 1) Such aset of
congtructs, or framework, would enable interested parties to identify smilarities and overlaps across

multiple disciplines; alowing disciplines to benefit from the conceptua progress made by others.
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Likewise, such a cross-discipline comparison might identify gaps and opportunitiesin one's own
discipline that might otherwise take extensve time or effort to identify, often after pursuing countless
dead-ends.

Boulding's dternative was a scientific world in which increasing specidization and detall drove
prectitioners farther and farther gpart. "One wondersif science will not grind to a stop in an assemblage
of waled-in hermits, each mumbling to himsdf wordsin a private language that only he can understand.”
(p- 12)

Bertdanffy (1956) describes Generd Systems Theory as "the formulation and derivation of
those principles which are vaid for 'systems in generd.” (p. 1) Bertaanffy, and others at the time, were
noticing certain structurd and content Smilarities across a variety of scientific fidds.  They atributed
many of these smilarities to the fact that each distinct field was a system of knowledge, and they shared
abdief that there should be common eements of structure and theory within any sysem. "The
isomorphy we have mentioned is a consequence of the fact that, in certain aspects, corresponding
abstractions and conceptua models can be applied to different phenomena” (p. 2)

Many of the ams espoused for Generd Systems Theory were pedagogicd; tying the cross-
systemization of the sciences to support and integration of fields and thus better science education. But
in terms of knowledge content, the early aim was to develop unifying principles that would cut across
disciplines, alowing concepts to flow across boundaries to enhance knowledge. Constructs so shared
could help answer questions, as well as point to questions as yet unasked. "This theory brings us closer

to the unity of science” (p. 2)
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Characteridtics of Sysems

Ackoff (1960), taking a holigtic gpproach, defines a system as "any entity, conceptua or
physicd, which conssts of interdependent parts.” (p. 1) He goes on to emphasize that system theory is
modtly interested in systems that can display activity; or concrete physcd redities. "A physcd entity is
consdered as a system if the outcome of its behavior is conceptudized as the product of the interaction
of itsparts” (p. 2) Ackoff later (1995) defines a system as any combination of components, the
decompostion of which would remove its essentid defining features.

More mathematicdly, Laszlo (1975) offered a meansto specify a system through its parameters
and relations, each of which could be described by a domain of values of aset of attributes. Relations
among those attributes condtitute the functions that are available and supported by the system. The
sructure of any such system could be described by reference to the sysem itsdlf, any of its subsystems,
or to he suprasystems of which it isapart. Everything outside the of these descriptions would condtitute
the system's environment.

Sutherland (1973) describes a categorica view of systems thinking that avoids Ackoff's holigtic
amplicity without resorting to Laszlo's mathematica abstraction.  Categories such as emergence,
hierarchy, feedback, entropy, and equilibrium al contribute to the heurigtic toolset of the systems
theorist. (p. 50)

The General Systems Theory can itself, then, be described as a system that can be discussed at
al of these levels of detall; whether holigticdly as an endeavor to undersdand systems generdly;;
categorically as a ddinestion and naming of each identified isomorphy that contributes the main findings
of thefidd, or abstractly by formdizing the logic with which such constructs can be defined. Sysems

thinking can take place, and be fruitful at any of these levels.
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Bariersto Sysems Thinking

Laszlo (1975) identified six factors blocking the development and acceptance of Generd
Sysems Theory: 1) intdlectud inertia, 2) organizationd inertia, 3) semantic confuson, metatheory
confusion, the fdlacy of generdization suspicion, and 6) the fdlacy of generdity suspicion. Much can be
learned about the power and role of systems thinking by looking at the meaning and implications of
these barriers.

The barrier of intdlectud inertia entails the difficulty of individud scientists and scholars, who
have been trained to work in very specific disciplines, seeing the benefits of the generdity presented by
sysemsthinking. Might only might they not accurate percaive the vaue in such thinking, they might
actudly fed threatened by such innovations that try to extend their knowledge and thinking beyond their
narrow comfort zone. "It is unsettling to them to find some generd theorists clam to know their field,
and indeed offer interpretations of their findings with which they themsalves are not familiar.” (p. 13)

Thisinertid barrier grows into organizationa inertia when one consders that the structure of
most colleges and universitiesis based on disciplines, and the prestige of their departmentsis often tied
to success in gaining funding for projects and research within their specific disciplines. Such
organizations will be rductant to invest themsdlvesin the interdisciplinary sudiesimplied by systems
thinking. Laszlo counters by asserting that departments shouldn't fear such sysemsthinking. Systems
theory findsits vaue in cutting across multiple disciplines, "it is meaningless if taught as a specidty.” (p.
14)

Semantic confusion arises over the use and intent of the "generd” in Generd Systems Theory.
Laszlo laments the interpretation, common & the time of hiswriting, that made "generd” a modifier of

"sysem" rather than "theory." (p. 15) The Generd Systems Theory isagenerd theory about systems,
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not atheory of generd systlems.  Laszlo attributes the source of this confusion to early lectures given by
Bertdanffy at the University of Chicago in 1937. Bertdanffy was 36 years old at thetime, and had a
very limited knowledge of the English in which he was presenting. He used the phrase Generd System
Theory asaliterd trandation of the phrasing he had used in his own notes in German. "It has probably
never occurred to him that the English term generd system theory could be read as atheory of an entity
cdled generd systems. In German, one could not make such amistake." (p. 17)

The barrier of metatheory confusion arises because of the two roles that appear to be played by
practitionersin the sysemstheory fidds. Generd systems theorists ook a and compare actud
systems, magpping and classfying characterigtics that are common or pardld across disciplines and
sysems. They are seeking general properties of actud systems.

Some theorigts attempt to go beyond these properties to ook for common features and
amilarities among the generd properties of sysems. These practitioners are no longer studying systems,
they are sudying the generd theories of systems; or developing metatheories. To fall to recognize the
distinction discounts the practical gpplications and concrete results obtained by systems theorigts.
"Inasmuch as the mgority of systems theorigtsis very much concerned to investigate some variety of
concrete system, the designation of the field as one of metatheory isfase' and contributesto the
reluctance of many to subscribe to its thinking. (p. 18)

The generdization suspicion isthe bdief, hed by many, that sysems thinking entalls generdizing
the findings of onefidd or discipline, and imposing those generdizations on other fidlds or disciplines.
The barrier isthe falacy of thisbdlief. 1t does not seek to impose generdization across fields, but to
spot common eements across fidds that can be generdized. "It is not a generdized theory, but a

generd theory." (p. 18) Indeed, Sutherland (1973) emphasizes that systems thinking can, a best, only
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arrive a working hypotheses that must subsequently be legitimized through vaidation within the specific
systems and fields being sudied. (p. 24) The new knowledge is gained within the specific discipline, not
within the sysems theory field.

The barrier created by the fdlacy of generdity suspicion differs from that of generdization. This
barrier pogts that sysems thinking is trying to abstract specific systems into an abstract and genera
form so that a maximum of congtructs and observations can be subsumed under asingle generd system.
It isnot actudly the intent of systems thinking to identify increesingly incdlusve sysems. Reather, sysems
thinking tries to maximize the detall understanding available in very specific disciplines through the
gpplication of cross-disciplinary models and constructs that have been identified as characteristic and
common to multiple disciplines. "Levds of generdity and levels of explanatory detall are inversdy
correlated: when we have characterized the most generd phenomena, we have largdly ignored al the
concrete specifics.” (p. 19)

Generd systems thinking will only look at generdized congtructs to the extent that the disciplines
involved in the actud systems studied are attempting to unify and generdize. A generd systemstheory
that can illuminate congtructs in quantum theory and in rdaivigtic physics must be equaly ambitiousin
illuminating congtructs in the unified fidd theory sought by physicigs. The driveto generdizeisin
physics, not generd sysemstheory. Systemsthinking is often just trying to keep up. Thisrequires
systems theorigs to create tools that dlow systemsto be andyzed a various levels of generdity. It
forces oneto condder hierarchies of systems as the actud systems studied unify in hierarchies. It

requires some form of meta-systems thinking.
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Meta-Sysems & Hierarchy

Klir (1975) describes a set of five generd characteritics of systems than can be used to define
and describe the invariant portions of any system definition:

1. A =t of variables that describe the system and a granularity with respect to space-time
organization for viewing and manipulaing those varigbles,

2. A description of the system's activity, described in terms of time functions that describe the
changes that take place in the system within the space-time frame described in (2),

3. A description of the system’'s behaviors in terms of time-invariant relationships between
past, present, and future vaues for system variables a gppropriate levels of granularity,

4. A date-trangition structure for the system that describes the states of system variables and
their next possible states within the system's specific space-time granularity, and

5. A description of the variables required for the system to interface with higher-order systems
of which it isapart or with which it carries out interactions.

Klir's characteristics describe a meta-system that describes common aspects of dl systems. An
interesting aspect is the incluson of space-time granularity as afundamental aspect of the taxonomy. It
dlows for multiple definitions of system that, on the surface, might too easily be judged to be the same
system.

For example, the system definition describing a human being on the scale of hoursis amarkedly
different system than the one that defines the human being on the scale of years or decades. An
organization viewed on a day-to-day basisis clearly a different system than the same organization
viewed over decades. A country viewed on ascde of yearswill be sysemicdly different from the same

country viewed from the historical perspective of centuries.
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The digtinction and difference aren't only leve of detal. The focus of the system description is
entirdy different at the various scaes, and completely different aspects of action, behavior, and
interaction are important.  Klir acknowledges the obvious need to map each of these system definitions
to each other, and views the trangtiond rules or procedures as themselves condtituting a system —
actudly a meta-meta-system — that can be studied. Many fields (e.g. history, economics,
anthropology, etc.) actualy spend much of ther effort studying the potentia time-invariance of such
meta-meta-systems.

These descriptions of systems, meta-systems, and meta-meta-systems congtitute a hierarchy of
sysemsthat Klir asserts can ease the study of "such phenomena as growth, evolution, saf-reproduction,
self-organization, adaptation, and learning.” (p. 32)

Types of Sysgems

Ackoff (1995) emphasizes the importance of systems thinking in understanding complex
sysems. He offers an understanding of systems dynamics through amodel of three types of systems:
mechanigtic, organismic, and societal.

Mechanicd Sysems

Mechanicd instruments, devices, and machines that may contain an arbitrary number of working
components, each representing systems of their own on smaler scales, make up the range of mechanicdl
sysem. Mechanicd systems are characterized by serving some function. They have no purpose of their
own, just function. The range of functions might include some that are unintended by the designers of

the system; but never does the mechanica system take on a purpose of its own.
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Organismic Sysems

Organismic sysems are individud living beings, made up of myriad physiologicd subsystems.
Many of the component subsystems are actudly mechanical sysems. Ackoff's example is the human
being, a component of which isthe respiratory sysem. This subsystemn has afunction; respiration. The
whole human can be said to have a purpose, or misson.

Societd Sysems

Larger organizations of collections of organic individuads are societd systems. The components
of the societd system are generdly smdler societd systems, or seindividud organismic sysems.
people. Societal systems have purpose. Such purpose is not completely dependent upon the individua
purpaoses of the organismic systems that compriseit.

Ackoff describes the friction that ensues when one looks at the differencesin purpose between
individuad organismic systems and the societd systems of which they areapart.  Whether it be
variances in purpose between teenagers and their families, employees and their companies, or teachers
and their school didricts; such differencesin systemic levels and purposes can cregte large dynamicsin
how organizations function.

Because of these differences, systems thinking must be applied to every stuation where sysems
of different degrees and typesinteract. An example of such astuaion isthe casein any of the everyday
gtuaionsin which educationa changeisdiscussed. Whether deding with conflict between organismic
gystems. parent-student, student-teacher, teacher-administrator; or between organismic and societal
systems: teacher-schoal, principa-district; parent-school board; differences in purposes and
perspectives can result in the cause-effect and feedback |oops associated with systems dynamics to be

interpreted differently by different stakeholders.
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Organizations as Sygems

Ackoff (1960) defines an organization as asystem that is at least partidly self-controlled and
that has four specific characterigtics: 1) it is made up at leest partidly of animds, 2) choices of how to
act are shared by at least two individuds, 3) distinct subgroups are aware of each other's actions, and
4) the system exhibits some freedom of choice. Only his later definition of societdl sysemswill fit into
this definition of organization.

Human Components

The fact that organizations involve humans (Ackoff didn't discuss animds other than humans)
may seem obvious, but the implication in Ackoff's definition that the organization is comprised partidly,
and not whally, of animasis meaningful.  Callections of non-anima components such as equipment
and other physica assats can be thought of as a system or not depending upon the relationships and
interdependencies between and among the components themsalves.

Ackoff used the example of atdephone communication system made up of wires, poles, switch,
and tdlephones. (p. 2) Such acollection of assetsis clearly asystem, but it is not an organization. Only
by adding the employees of the telephone company does the system become an organi zation.

However, the definition of the organization still includes the equipment system itself. They are not
relegated to something outside of the organization. They are an integrd component of the organization
formed. Asaresult, most organizations can better be described as collections of people-machine
systems; rather than smple as collections of people. Asaresult, an understanding of organization will
need to go well beyond the perspectives of sociology or ethnography in order to understand all of the

relationships that drive the organization.
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Choice Among Individuds

While a single person acting adone or interacting with various equipment and resources would
conditute a system, Ackoff asserts that it would not comprise an organization. (p. 2) An organization
requires multiple actors, each having sets of choicesin how to act.

It isn't necessary for these actorsto be grouped or clustered in any particular way; athough
Ackoff discusses the two ore common systemic arrangements, namely by function or over time. By
function, distinct actors in he organization each play adightly different role in the activities of the
organization. Over time, each actor will carry out actions before or after another. In fact, most
sructura configurations of actors will exhibit aspects of both of these patterns.

Subgroup Awareness

Ackoff's third characterigtic is that the subgroups that make up the organization must be avare
of each other in some way, ether through direct observation or through some form of communication
channel. Absent thislink, the subgroups can be seen to be a system, but will fail to emerge asan
organization. As an organization, the component groups must be able to respond to each other in some
way; dthough Ackoff defines no parameters regarding how functiond or dysfunctiond such
communications and responses must be. He haan't precluded identification of some very ineffective
organizations.

Freedom of Choice

To be an organization, a system must exhibit some freedom of choice over what it does and
why. Without such freedom, the systlem can't be an organization, athough it can sill be quite functiond.
Conversdly, Ackoff doesn't require an organization to have complete freedom. Organizations will

usudly be congtrained in their choices by some other organizations or by some broader systems of
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which they are apart. However, absent any choice, the system fails to come up to Ackoff definition of
an organizetion.

Sysem Vaiables & Paradigms

Klir (1975) offers aset of variables for delineating and discussing systems of different types
from different perspectives.

Open vs. Closed Systems

Thefirg iswhether or not the systems have input or output variables in the domain of variables
that define those systems. Systems with no input or output variables are neutrd systems. Others are
known as controlled systems. Controlled systems with output variables but no input varigbles are
closed. Those with at least one input are open systems.

Sutherland (1973) points out that accepting a system as open smply forces an
acknowledgement that the system is part of some higher-level system that encompassesit and is
responsible for itsinput. (p. 37) From this view, the environment of any system will be describablein
terms of one or more suprasystems.

Scde & Memory

Syslems with an infinite number of variables are unbounded. Systems with a finite number of
variables are bounded. If the system variables are measurable or observable, the system is materid,;
othewise it isabdract. If the domain of avariableisfinite or countably infinite, the varidble is discrete;
otherwiseit is continuous.

The more precisely variables are defined, the more error must be taken into account when
systems described by these variables are discussed. Fuzzy variables can be used to generdize this error

into membership functions; describing fuzzy systems. Systems described by only present vaues of
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vaiables are memoryless. Systems with memory can be differentiated by whether they include vaues
for pagt, future, or both past and future vaues.

Determinism & Retrospection

Various relationships can exist between the definitions of inputs and outputs, the independent
and dependent variables, for asystem. Systems are determinigtic if their dependent variables are
uniquely defined by their independent varigbles. They are retrospective if the vaues of the independent
input variables can be determined by looking at their output dependent variables. This combination of
effects provides for four system tempord types. 1) deterministic and retrospective (one-to-one), 2)
deterministic and not retrospective (many-to-one), 3) not deterministic and retrospective (one-to-
many), and 4) not deterministic and not retrospective (many-to-many). Systems that are not
deterministic might be understood well enough to be probabilistic or stochagtic (some-to-some).

Discreteness

Klir discusses the role of time and other variablesin terms of any discreteness or continuity
evidenced in the variable being discussed. Available combination discussed include: 1) discrete
variables and time, 2) discrete variables and continuous time, 3) continuous variables and discrete time,
and 4) continuous variables and time. The types and scale of variables used to define the system can be
used to classfy those sysems as linear or nonlinear.

Linear vs. Nonlinear

Linear systems can be described as being in one of three possible states: tatic, convergent, or
oscillatory. Red-world processes are usudly described using the oscillatory state model. They tend to
exhibit variability dong virtudly any dimenson sudied. Attempts to generalize these descriptions tend

to describe the system in terms of convergence toward some idedlized gtatic state. In redity, for many
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systems, the described oscillatory state isitself dready an abstraction from the red system because any
description will necessarily omit certain details. The fact is that many systems thought of as linear are
actudly nonlinear. Non-linear systems exhibit a discontinuity between inputs and outputs - changing
inputs alittle can have avariety of impacts upon the output, ranging from nothing to enormous. Non-
linear systems can be described by four possible states: static, convergent, oscillatory, and chaotic.
Mog red-life systems are nonlinear, and nonlinear systems can be chaotic. Chaos theory helpsto
explan the behavior of non-linear systems by describing an inherent order that underlies the surface
complexity.

Structurd Paradigm

These basic features and characteristics of systems can be used, assertsKlir (1975), to define
system paradigms that are useful for discussing and andyzing systems of given types. A paradigm can
be generated for any combination of defining system features; although not al paradigms so generated
will beuseful.  After the next chapter looks at organizations as basic systems using some of these
characterigtics, the depth component of this KAM will more specifically map some of these
characteristics — particularly the self-organizing attractors and fractal geometries associated with chaos

theory — to the specific subset of organizationsin the next chapter: nonprofit voluntary organizations.
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Chapter 4
Organizationd Sysems
|ntroduction

This chapter explores the mgor writings on socid systems, integrating the organizationa
dimensions and systems thinking discussed in the two previous chapters as the discussion follows the
mgor types and sectors of organizationa and socid system types. The Structure of this chapter is
modeled on the writings of Ahrne (1994), and Parsons (1960, 1971). Of particular interest here are the
emergence of common eements for organizations in the government, business, and socid sectors. The
socid, or nonprofit, sector will be the focus of the depth component of this KAM.

Socid Sygems

Monane (1967) looks at how humans group and operate in socid systems that obey principles
of sysemstheory. Hisideaof socid system includes both people and culture; the people combining
their actionsin various ways while cregting and interacting with culturd phenomena and artifacts that
make those interactions specific or unique. Hisfocusin describing socid systemsisthe interaction, not
the distinct individuas or groups in the collective.

The socid system then, in Monane's broadest view, is the interaction of people and culturd
artifacts through the sending and receiving of information, both ingde and outside the system.  Some of
these exchanges result in feedback loops, some positive, some negative; that control the overal
behavior of the sysem. Chalengesto the overdl socid system typicaly result in atightening of externd
boundaries or withdrawa from interactions with other systems. Such withdrawd, if unchecked, can

dlow internd negative feedback loops to drive the system toward disntegration.  Typicd of socid
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sysemsisthat few ever totdly disntegrate. Rather, "resystemdtization” entails anew system arisng
from the near breakdown of another. (p. 5)

The scoping of asocid system — the determination of its boundaries— is described by
Monane asacrucid decison in any discussion of the system. Scoping entails deciding what people or
artifacts are to be considered part of the system, and what parts are to be consdered part of the
system's environment. The line between the two, the system boundary, can be drawn anywhere
depending upon the system to be studied. It isthe system analy<, therefore, that defines the system as
an entity for sudy. The choice of which rdationships among system components shdl be defining
relationshipsis|eft to the andyst. To Monane then, socid systems can't exist a priori. The andyst
bounds the system for the purpose of andysis. (p. 8)

Parsons (1971) divides the socid system into a collection of subsystems so that his subsystems
can be respongible for each of the four mgor functions that he atributesto dl socid systems:
integration, pattern maintenance, god attainment, and adaptation. The socid subsystem isresponsible
for the integration function, and he attributes this to the broadest society in which the socid system
operates. Pattern-maintenance, or the defining and keeping of meaning, is attributed to the cultura
subsystem; or culture.  The behaviora organism is the subsystemn responsible for adaptation, because it
isindividua organisms that detect changes in the environment and respond to them. Findly, Parsons
atributes the function of god-attainment to the persondity subsystem. Having tied his definition of
organi zations to god-attainment, Parsons is describing a scenario in which organizations, as collectives,
can be viewed as akey eement in the persondity of the society; dictating how it behaves and interacts.

Parsons attributes much of the complexity of the socid system to the interactive dynamics of the

four subsystems working together. He sees "zones of interprenetration” at the intersections of the
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subsystems, areas where concerns and issues overlap and influence each subsystem. They create a
fuzziness to the subsystem boundaries that brings back Monane's assertion, at the subsystem leve, that
the systems andyst defines the system to be analyzed through the ddlineation and perception of the
boundaries to be studied.

Individudsin Socid Sysems

Monane dlows for the boundary between organization and its environment to be fuzzy; findized
in the process of andyss. Parsonsilludtrates that the same fuzziness is inherent in the definition of
subsystems within organizations. To the extent that this chapter will focus on organizations as systems of
interactions, and these systems can vary in ingtantiation from small groups of individuas up to the largest
globa conglomerates, one must then firgt look at the role of the individud in cregting even the smdlest
collectives and the factors that result in their gathering into such collectives,

Properly understood, they can then be reassembled in any fuzzy collective according to Monane
and Parsons. In the smaller callectives, or large collectivesin less robust economies, one must also look
at the prevaence of natura human needs as discussed earlier by Mateglko (1986). When natura needs
for resources and security are not met, advanced organizational purposes are less likely to emerge. (p.
89)

Individud Collectives

Ahrne (1994) describes four systemic conditions that lead to, and determine, types of human
interaction in socid organizations: 1) afiliation, 2) collective resources, 3) subdtitutability of individuds,
and 4) recorded control.

Affiligion Affiliation dedswith our relationship to an organization; to the organization's

recognition of its members and excluson of others. New affiliatesin many organizations receive written
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documentation to represent the recognition of their new affiliation; a membership card for many
organizations, a marriage certificate for newly married couples, abirth certificate for the new baby.
Some affiliations carry with them the expectation that other such effiliations will be excluded. We dlow
individudsto affiliate in only one marriage @ atime. We are citizens of only one nation-date. We
rarely join more than one church or fraternd organization. Having a second job is often the exception
rather than the rule.

A key dimenson of affiliation for Ahrne is whether or not membership in an organization is
voluntary or compulsory. In compulsory affiliations, we can be viewed as having our status ascribed to
us. Involuntary effiliations — those into which we must put effort — we can be viewed as achieved
datus. He points out that everyone has a least two forms of affiliation, both of which are compulsory:
kinship and citizenship. We are dl members of our families and citizens of our states. (p. 10) Such
affiliation can change through our lives, but we are dways so affiliated.

To Ahrne, citizenship has been a much neglected form of &ffiliation in sociologica theory
because the discipline typically discusses and andyzes separate societies. Within the sngle society
being studied, citizenship is usudly taken for granted. Also, he laments what he describes asthe
"prevailing notion” that with changes taking place in modern society, "ascribed status has been replaced
by achieved gatusin determining life-choices.” (p. 9) However, he fedsthat "aslong as citizenship
determines where you can live, ascribed status dominates socid life” (p. 9)

Ahrne discusses the digtinction between public and private afiliations, only to dismissthe
digtinction as not useful. He describes the idea of a private organization as somewhat contradictory.
No organization is completely public, in that anyone can join. He uses citizenship as an example of a

generdly public affiliation that excludes most people in any given sate. Likewise, no organizaion is
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completely private, in the sense that it is unknown to the outside world. If public vs. private doesn't
work for organizations themsdves, Ahrne likewise rgects the distinction for individua afilitionsin
those organizations. Families, typicdly conddered redims of privacy, are dways made up of members
who are announced and known. Birth announcements are common in most cultures. While individuas
expect privacy within the family, the organization thet is the family is aways highly public.

Collective Resources. While a collection of affiliation among individuas defines an organization,

in a least asmple form, the resources associated with those individua's gives the organization continuity
and makesiit greater than the sum of the individud affiliations. The long-term persstence of an
organization is often recognized by the perdastence of its resource base rather than itsindividua
afilitions. Members come and go over time, but the organization exists, and continues to exigt, in the
collective resources that it gathers and maintains — its property. In fact, Ahrne points out that some
organizations are actudly built up around the buildings or equipment they have, with members becoming
affiliated often in order to gain access to those resources. (p. 12) Wejoin our library, not to be
affiliated with other users of the library, but to gain access to the library's collection of resources. Citing
McCarthy and Zad, Ahrne points out that the aggregation of resources can actudly be a cause for
cregting a new organization in order to manage the new collective resource. (p. 13)

Ahrne discusses the economic perspective that resources can be viewed on a continuum
between public and private. The degree to which aresourceis private is related to the extent to which
thereis an organization that can exclude access to that resource. "Most goods are collective or quasi-
public with varying amounts of excludability.” (p. 14) Almost no resources are owned or controlled by
agngleindividud. Even persond itemsthat we might at firgt attribute as private, are largely sharable

within our families. Our need for access to such collective goods iswhat causes usto join the
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organizations to which we are effiliated. We can change our ffiliationsto other organizationsto the
extent that some of the collective resources can be interchanged with, or replaced by, smilar resources
aigned with other organizations. Affiliation with the organization will often carry with it obligations to
support the maintenance of the organization's resources; elther through some form of membership fees
or taxes, labor, or other form of obligation.

Subdtitutability. An organization can exist independent of the specific members affiliated with it
largely because of the fact that members can be subtituted for each other. Ahrne points out that no
organization can exist without a combination of the unity that holdsiit together and some form of divison
of labor and tasks. The unity can come from the collective resources aready discussed; or from an
embracing culture or ideology shared by its affiliated members. The unity is often expressed in specific
symboals, flags for countries, coats of arms for families, brands or trademarks for companies.

The subdtitutability of particular affiliates is often defined quite specificdly for an organization in
the form of rules of successon; whether substitutes will be found from within the organization or from
outsde the organization. Such ruleswill define the hierarchy of the organization, its divison of [abor,
and the authority of its condtituent parts.

Ahrne points out thet athough every organization will have its unifying culture and rules for
substitutability, it is il likely thet many particular affiliates will disagree with ether the culture or rules or
both. Affiliation will be based on other factors, such as the desire to access shared resources discussed

above.

Recorded Control. Individuads spend mos of ther lives deding with their organizationa
affiligions; particularly those involving family and employment. Ahrne points out, though, that most

people actudly resist being organized and often fight againgt the rules defined by each organization for
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affiliation and succession. (p. 22) Each dffiliate joins an organization in order to achieve persond godls,
and those god's might not aign with the organization's goals.

By recorded control, Ahrne means the keeping of records or memory regarding an individua's
affiliation with an organization. Such recording gives the organization aleve of control because
accomplishments and activities of each affiliate can be reviewed, compared, rewarded, or sanctioned.
Such control can serve to temper the differences between each affiliate's persona goa-seeking activities
and their obligations to the organization for the maintenance of collective resources and seeking of god-
attainment.

Such control, Ahrne argues, is not the same thing as the hierarchy or structure of the
organization; dthough much of the structure of the organization can be useful for establishing such
contral. (p. 22) Ahrne sees control as a"necessary and spontaneous phenomenon in any organization
irrespective of its particular sructure” (p. 22) In fact, afiliate memberswill typicaly desre the
organization to maintain such control largely because they, as dfiliates, have met, or are meeting, thelr
obligations to the organization and don't want others who do not intend to meet such obligations to be
able enjoy the same fruits of afiliation. Conforming &ffiliates want controls established precisely
because they are dready in compliance and want to demongtrate the need for controls to monitor and
sanction others.

Controls can be established through the structure of collective goods, or through the cregtion of
rituas that embody the rules of subgtitutability. For property, structure often includes architecture; only
those properly affiliated may enter. Rituas control behaviors as a proxy for thoughts, dthough
underlying thoughts go uncontrolled. Presumably those exercisng the defined rituds, even if not full

believers, are under acertain level of control by the organization.
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Sanctions represent another form of post-behavior control available to organizations. Ahrne
notes that compulsory affiliations are often associated with the availability of harsher sanctions (e.g.
military or police force, imprisonment, execution) than voluntary effiliations that are often limited to
expulsion as the harshest available sanction. (p. 24)

Actions of Individuds

Ahrne points out that even though individuas do choose to gather in collectives, collectives can't
act, only individuas can act. (p. 28) We often describe an organization acting, such asmaking a
Satement, because it is a convenient shorthand for the details of some particular individua person acting
as spokesperson making a statement on behdf of the organization after a deliberation and vote by the
individuas on the organization's board. Only the individuds acted. The emergent result was an
aggregate action, or set of actions, that can be eadlly attributed to the organization itself.

Theflip-gde of the fact that only individuas can act on behdf of organizationsis the fact that
individuds are parts of multiple organizations and so can only give part of themsavesto any one
organization. The actionsin organizations which are actudly the actions of individuds, are actudly the
actions of "persons, but not whole persons™ (p. 29) Each individua acting on an organization is"to
some extent perform(ing) apersona act” (p. 29) because the action includes that part of the individua
who is committed to other organizations.

Undergtanding the actions of individuadsin organizations requires that one considers both of
these aspects of the individud. Portions of any action, referred to as "expressons given' (p. 29, citing
Goffman), pertain to the actions associated with the organization and the individud'sroleinit. Other
portions that are not necessarily proscribed or dictated by that role, referred to as "expressons given

off" (p. 29, citing Goffman), bring out the persond vaues and bdliefs of theindividud. Ahrne usesthe
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expresson "organization centaur” to describe this dud involvement of individuds in every organizationa
act. (p. 30) Parsons (1971) describes the role as a mediation between the individud's partsin the
behavioral organism and the socia subsystems; an example of his zones of interpenetration. (p. 11)

It isthis dudity that Ahrne sees as mediating between the role assgned to an individud in an
organization and their actua performance of that role. Where the two aspects are digned, individua
actions and attitudes seem in harmony. At other times, where persona vaues might bein conflict with
organizationd roles, "individuas do things, but often not wholeheartedly; they even do things that they
do not believein." (p. 31) This persond aspect of organizationad involvement must be taken into
account whenever oneisviewing or trying to interpret the actions of organizations.

With the prevalence of organizations and our involvement in them, it's as though our persond
ddeisdong for the ride as we spend most of our time in society interacting in our organizationd roles,
as organizationd centaurs. Ahrne argues that this mode of interaction is the dominant form of human
interaction; particularly when the family is consdered as an organization. He sees three forms of such
interactions 1) between individuas within the same organization, 2) between individuas in two different
organizations, and 3) outsde the reelm of organization, "but when individud affiliations affect (the)
interactions” (p. 32) Thisthird aspect illustrates the importance of organization and affiliation in human
interaction, because even in random socid Stuations we are unlikely to be adle to completdy ignore
perceived effiliations such as citizenship, educationd leve, socioeconomic status, employment, etc.

Our persondities may be dong for the ride, and may affect the details of how we act in our
organizationa roles, but the organizations to which we are affiliated dictate the mgority of our socid
interactions, and most of the details of how those interactions will take place and what results they will

achieve. Understanding individuals, then, requires understanding the types of socid organizationsin
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which they collect; just as an understanding of the organization requires an understanding of the
individuas that compriseiit.

Individuds in Organizations

When individuds join an organization, the organization must work to resolve and harmonize the
two centaur aspects of those individuads.  Specific organizationd actionswill vary, but Ahrne describes
a continuum on which such actions will fal. At one extreme of this continuum — referred to by Ahrne
asthe"tota dlegiance’ path — the organization will try to "subsume and transform” individua desires
and god's "under the auspices of the organization.” (p. 36) At the other extreme — described as
"bureaucracy" or "Taylorism" by Ahrne — the organization will work to separate the human dement of
the individud from organizationd activities. (p. 37)

These actions will usudly involve adjustments in one or more of the four features of
organizationa interaction discussed above: filiation, collective resources, subdtitutability, and control.
Such actions will be designed to increase the stake held by any affiliated individual, such that priority will
tend to be given to choices that favor the organization over choicesthat favor the individua over the
organization. Ahrne cites the maritd dowry as an example of atransfer of money or goods(i.e, a
collective resource) such that everyone's sake in amarriage (i.e., an afiliation) becomes stronger. The
result isless autonomy for the bride, and a stronger familid organization.

Ahrne points out that individuas in organizations will tend to retain autonomy whenever
subgtitutes to their involvement are hard to find. The bride loses total autonomy because many other
bridesare available. Virtualy any other woman can be subgtituted for her in her role. Conversely,
when the resources brought to the affiliation are insgparable from the individud bringing them — aswe

areincreasangly seeing today in the emerging knowledge economy — individud autonomy will reman



Core KAM 3 - Breadth 58

very high. The organization will be forced to dlow for, even encourage, the human persond sde of the
individuad being part of their organizationd persona. (p. 42)

To acertain extent then, the human sde of organizationd &ffiliates will play arolein actionsin
the organization. The organization may discourage this, or try to embrace it, depending upon its chosen
drategies. Those choiceswill help determine the leve of fulfillment that each individud gets from their
afiliation with the organization. To the extent that some human needs remain unfulfilled in the
organizationd setting, there will arise dternate or unintended forms of interaction. 1n the broadest sense,
these forms will comprise the culture or unofficia Sde of the organization. In the narrow sense, these
formswill include nuisance behaviors that are unproductive and a disturbance to the organization (e.g.,
sexud harassment, bribery, palitics). (p. 45-47)

To the extent that these cultura factors become embedded in the organization, "the human side
of the organizationd centaur sets limits to demands on action on behdf of an organization." (p. 49)
Affiliates can't be made to do absolutely anything. Certain demands from the organization will run
agang the persond bdliefs and vaues of theindividudsiniit, and will beresisted. "Thereisadwaysa
tension between organizational demands and the human mind and body.” (p. 49) Ahrne describes the
reactions of individuas as the interaction of dependence and choice among dternatives, of organizationd
affiliation as an ongoing rationa compromise by individuds. (p. 49)

Organizations must exercise their control over individuas dongside these tensons that exist in
their culture. To the extent that such control can be reinforced by the culture; these two perspectives
can be brought into partid dignment.  Ahrne sees socidization, or the learning of an organizationd
culture or ideology, as key to each individua maintaining autonomy on their relaionship with an

organization. (p. 44) Mintzberg (1979) describes the use of socidization to the benefit of the
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organization asindoctrination. (p. 98) He describes the need to emphasize indoctrination in
organization with dispersed &ffiliates whose work or participation can't be directly controlled. Ahrne
describes the division of labor and assgnments as effective control when affiliates aren't disbursed. (p.
45) In dther case, both agree that socidization of affiliates can be used by individuas to maintain the
informa sde of the organization and thus contribute to the autonomy of members, or by organizations to
reinforce organizationd gods and thus reduce member autonomy. It places an interesting dud
perspective on events like the office Christmas part or the spring company picnic.

Socid Organizations

Having described organizations as socid systems in which frictions between organizationa and
individua gods play out; Ahrne groups these organizations into four classes that vary according to how
they manage thar forms of affiliation, collective resources, subgtitutability, and control: families, Sates,
business enterprises, and voluntary associations. (p. 54) He sees employment as a secondary form of
affiliation that isinvolved, potentidly, in al four of these organizationd classes, dthough it istypicaly
associated with business enterprises.

The class of organizationd affiliation will affect the flexibility available to the organization. States
will be the least flexible because they can't choose their citizens or territories. Business enterprises will
be very flexible because they can choose both their employees and the locations in which they operate.

The class of organization will dso affect the way in which actions taken among individuds will
be perceived. Having dinner with oné's family will be perceived differently than dinner with abusiness
associate. A member of an amateur sports team will be perceived differently than the employee of a
professond sportsfranchise. A volunteer in an organization will be perceived differently than an

employee of an organization. "Both ownership and employment have a negative connotation in thet they
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imply doing things for the sake of earning money without an interest in the activity itsdlf." (p. 56) In fact,
Ahrne describes dl organizationd affiliations as having such a split between individua and organizationd
moativations and commitments,

Kinghip, Family, & Marriage

Kinship isacompulsory &filiation; one is born into afamily, and that affiliation is never removed.
Through marriage one entersinto a voluntary affiliation that extends one's family further without
removing any of the previous family affilistions. Because it is voluntary, marriage can be undone through
divorce; but even in divorce the family affiliation remains (through the use of "ex-" to describe the
relationships).

Ahrne points out that "families and kinship are insgparable from the biologicd evolution of
mankind." (p. 57) In pardld with the development of families and kinship, humans evolved a continua
sexud receptivity that is unique to humans, and a prolonged dependence of infants that enabled the birth
of less developed and mature offspring. While sexud rdations certainly occur outside of families, the
family isthe only organizationd type in which sexud relations are part of the defining dement responsble
for the evolution of the socid organization type. Sex forced individudsinto collective units;, and
evolution kept them there.

"With the origin of the family a principle of sharing of resources evolved, afirs divison of
labor." (p. 57) Familieswere now economic units with property. Members had "rights and duties to
contribute to the collective resources of the family and to get ther livdihood.” (p. 59) Thisin turn gave
rise to the idea of property rights, and the generd issue of subgtitutability of members became the rights

of inheritance that alowed parents to pass resources to children. This economic linkage between
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generdions gave families and kinship a survivability beyond the life of any individua member. Family
had become the firgt full self-sustaining organization type.

Citizenship & States

Today, citizenship is a compulsory ffiliation. One can change on€'s citizenship through
sgnificant effort, but one cannot be gateless. Ahrne, though, points out that the relaionship we dl have
with our nation-date is areatively new phenomena. " State organizations were not originaly congtituted
on individud affiligtion.” (p. 60) They arose from the growth and extenson of families and dlans across
owned and shared territories.  As such communities of relationships grew, they took on significance and
importance in their own right, independent of their origina extended family roots.

As nation-states matured as organizationd units, the need to control shared resources resulted in
ashift from affiliation based on smple resdence to more formd rights of citizenship in terms of &filiation
through succession or affirmation of loydty. It isthrough these rules that states are able to control the
range of individuds claming the rights of citizenship. Being broad in scope, particularly with respect to
ascribing citizenship at birth, gates are left with little control over afiliation. Likewise, short of triumphs
a war, states have few options for dtering their territory.

Ahrne atributes an "inertia of the gate”’ with these limitations of control on which individuds get
citizenship and what territories are included in the state. (p. 62) Asaresult, states have the ability to be
able to do dmogt anything, and yet often find that their own inertia leads to less efficient or ineffective
behaviors. The only power the state holds over its citizens is the authority to use physicdl force (i.e,
police, military). Asaresult, the ability of a state to accomplish its goals will be tied to the struggle to
contral its citizens. Therights the citizens take in that struggle will represent a compromise unigque to

each state. (p. 63-64)
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Ownership, Arms, & Employment

The emergence of firm as organizationd types has a history dating back about a thousand years.
The earliest firms were short-lived maritime ventures, often among relative strangers, that shared
collective resources for periods of time before disbanding. Early firms based on family ties tended to
be more enduring, and to persst over extended periods of time. Asthese enduring firms expanded
beyond family members, limited partnership firms were established. Eventudly, the owners of the firm
were less likely to be active partnersin its operation, and joint stcock companies came into being.
Management and ownership of the firm became separated.

Asfirms grew it became necessary to have workers beyond the firms owners and family.
Increased production demanded workers in too great a number to be considered partners or owners,
employment became anorm in satifying building the means of production. "Employment evolved
gradudly to become a generdized form of voluntary affiliation with wages paid in cash.” (p. 65)
Because Parsonss (1960) definition of organization included the production of something, and the
presumption of amarket in which to exchange goods between organizations, he would only at thislevel
discuss organizations. His definition would, a best, attribute pseudo-organizationd status to the families
and dates discussed above. His discusson of organization istied amost exclusvely to the evolution of
organization as a " consequence” of the divisons of labor required for production, and the specid
affiliation known as employment.. (p. 18)

Where early forms of employment such as domestic service or apprenticeship implied a
complete subordination of life to the purposes of the employer; employment later dlowed for the
separation of the individua from the job; enabling employees to enter other affiliations asthey desred

during their non-working time. The posshility of the Ahrne's dudity of individudsin and out of ther
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organizationd effiliations became a common possbility for most people. Employment became the first
serious afiliaion that didn't attempt to demand complete dominion over afiliateslives.

Compared to families and states, firms have much more flexihility; partly supported by the
looseness of its rdationship with, and expectations of , its affiliated employees. Firms buy employees
time and effort during set periods of time; and so can choose activities for employees to do to meet
immediate needs with greet flexibility. The ultimate flexibility isthat ownership istransferable, or afirm
can be moved to anew location. 1n essence, owners can decide not to be owners anymore without
disbanding the entire organization. Ahrne describes such flexibility is unavailable to the family or sate.

(p. 66)

Membership & Voluntary Associations

Voluntary associations comprise avery wide class of organizations and organizationa purposes.
Ahrne draws a digtinction between "expressve’ organizations and "socid influence organizations™ (p.
68) The former are organizations that generaly exist to service their own members, whereas the latter
attempt to serve some wider purpose beyond the membership.

Although most voluntary associations attempt to spread their influence over the widest possible
areas, Ahrne describes there core capability to exist as an organization as existing a the local levd. (p.
69) All such organizations today are organized regiondly into local chapters of some form, with
digtricts and regions aggregating control and scope. " The importance of membership participation and
the principa equdity among members makes the local connection strong.” (p. 69) Voluntary
organi zations can grow into new territories through the recruitment of new members, but they can't
themsalves be moved. They are directly tied to their members and where their members are; giving

them some of the same inflexibility experienced by Sates.
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Ahrne notes that research on voluntary organizations has found that the fluid boundaries of the
organi zation — the ease with which members can come and go generdly — creates practica problems
in the organization's decison-making processes. "No organization can afford to smply let anyone be
present and have avote; it makes it extremely vulnerable to enemies.” (p. 68) This shift changesthe
character of the organization for many members; and is often accompanied by a growth of the
organization itsAf.

All such organizations, asthey grow beyond the startup phase of ther initid members, will
identify aneed to close meetings to outsiders where the identify of attendees and decision-makers can
be controlled. Likewise, as an voluntary association continualy grows, it inevitably reaches a point
where it requires employeesto keep it operating effectively. This point carries extreme implications for
many members who fear that employees will gain too much control over the content and behavior of the
organization; changing the character of activities from idedigtic and voluntary to being about earning
money. (p. 69-70)

The extreme case of this shift iswhat Ahrne refersto (citing McCarthy & Zdd) asthe "hybrid”
form of voluntary association; one run by professonds and in which the only involvement of membersis
the paying of dues. The evolution or avoidance of such voluntary associations, and their aggregation

into the socid or nonprofit sector of the economy, is the focus of the depth component of this KAM.
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Annotated Bibliography

The journd articles annotated in this bibliography were selected in order to provide detall
coverage of the emerging fidd of complexity and adaptive behaviors in organizationd theory. Some
ded with nonprofit issues— acentrd theme of this depth section — but that was not an explicit part of
the criteria used for selecting thetopics. The discussion of the gpplicability of each article to the focus
of this KAM is deferred to the concluding chapter of the gpplication component so that each can be

mapped to observations and findings of the three case studies outlined in the application component.

Anderson, P. (1999). Complexity theory and organizationa science. Organizationa Science, 10(3).
216-232.

Anderson lays out an agenda for applying the study of organizations as complex adaptive
systems, highlighting a research direction that will stretch the application of complexity science to
organizations in ways that will extend knowledge and bring science into dignment with actua
experiences in organizations in recent years.

He gtarts by laying out aquick history to show that the study of complexity is entering an
important third wave. Thefirgt wave encompassed "an explosion of interest in holism and gestat
theories' (p. 218-219) following World War 1. The second centered on generd systems theory
generdly, and cybernetics in particular, "fueed by the success of wartime feedback-control devices' (p.

219) following World War II.  This second wave encompassed the generdization of thinking on
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systems represented in the writings from the 1950's, 1960's and 1970's described in the breadth section
above.

The third, and current, wave involves the recognition that equilibrium plays asgnificant part in
the understanding of the dynamics of any system, and that the traditiond linear systems view of
organizations having an optimum or primary equilibrium sate needs to give way to amore dynamic and
complex view. Catastrophe theory explains how shiftsin smdl parameters describing systems can send
those systemsto dramaticaly different equilibrium states. Chaos theory explains how dynamic sysems
that appear to be random are, in fact, quite deterministic. Combined, the nonlinear dynamics of chaos
theory coupled with the multi-equilibrium outcomes associated with catastrophe theory provide a
working mode for how red organizations can be explained to behave and how they might be influenced
to change in desired directions.

To Anderson, the mode is the concept of complex adaptive systems. "The halmark of this
perspective isthe notion that at any level of andyss, order is an emergent property of individud
interactions a alower level of aggregation.” (p. 219) He describes four basic ements of complex
adaptive sysems tha he feds have direct implications for the study and understanding of organizations:

1. Agentswith schemata. The outcome of any system is presumed to involve the aggregation

of the dynamic interactions of agents within the system. These agents, in turn, are presumed to behave
according to their own cognitive structures and maps of their environment; their schema. Such agents
need not beindividuds. Agentsin asystem can dso be organizations, groups, or even coditions of
groups, each with collective schema quite different than those of the individuas of which they are

composed.. (p. 220-221)
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2. Sdf-organizing networks sustained by importing energy. Agents in the system are presumed

to be connected to each other in such away that the behaviors of some loca agents can influence the
schema and behaviors of others. No single agent or collective runs the system; rather, the system self-
organizes around these local interactions and changes in behavior. Maintaining such salf-organization
will ways require importing energy. In organizations, such energy is often in the form of new
information or knowledge. (p. 221-223)

3. _Coevolution to the edge of chaos. Each agent is adapting behaviors while striving to

maximize its own payoff function. It's decison landscape is congantly changing and shifting as other
agents do the same. Such continua evolution among linked agents drives the system as awhole toward
disequilibrium. Rather than become chaotic, such coevolution typicaly drives power-law equilibrium
changes (citing Kauffman) that exist near the point of chaos. (p. 223-225)

4. Recombination and system evolution Complex adaptive systems are congtantly changing

their makeup through the departure and arriva of agents. Agents dso transform through changes in their
schemaover time. Asaresult, coevolution and transformation at the locd level drive system leve
change and evolution. "A fundamentd aspect of complex adaptive sysemsisthey dlow loca behavior
to generate global characteristics that then ater the way agents interact.” (p. 225)

Anderson discusses externd factors impacting upon most organizations today, and points out
that they create organizations that are hypercompetitive. Nonlinearity leads to unpredictable behaviors
and rapid rates of change as changing behaviors of locd agents cascade through organizations. The
chdlenge for organizationd leadersis to recognize and encourage these dynamics by introducing and
empowering such dynamic change, while removing barriers to change that impede and limit the abilities

of local agents to change thair behaviors toward self-maximization. Asking local agentsto interndize
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aggregate organizationa goas and objectives runs contrary to their self-organizing roles a the locd

level; and can be counterproductive.

Barnett, W. P.; Mischke, G. A.; & Ocasio, W. (2000). The evolution of collective Srategies among
organizations. Organization Studies, 21(2). 325-354.

The authors offer amode for understanding the founding and growth of organizationd
collectives based on principas of organizationa ecology. Their mode ties the strategies and structures
of the collective organization to the formation and growth rates of those organizations, highlighting
competition among collectives for members as the key factor in the modd.

Their focus for strategy is on whether an organization chooses to adopt a generdist scope of
interest, or anarrow specidized scope. They show that these strategies result in particular blends of
collective organizaions in given indudtries or interest areas. 1n segments where generdist strategies are
dominant, few organizations will be seen to be meeting the needs of mogt interested members. Where
specidization is dominant, there will be many organizations needed to adequatdly fulfill the needs of the
available membership. Likewise, the impact strategy has on the number of organizations present will
aso be pardlded by an impact on the Sze of such organizations.

The sze of any given callective is determined by the number of interested potential members
who both find the organization and chooseto joinit. The authors describe the way in which the
likelihood of finding a collective organization can be described using the organization's sdlected srategy.
In any search for an organization based on potential member interest, a more generd organization will
be identified more often than a more specific organization. Generdigt collectives smply subsume a

greater number of interest areas under their scope.
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In terms of the likelihood of joining a collective once it has been found, the authors describe
how potentid members will typicaly join the first organization they identify that satisfactorily meetsthair
need, "even if thereis a collective organization somewhere that is even better suited.” (p. 327) Since
broad merdly satisfactory collectives will be more common than narrow optima ones, potentia
memberswill typicdly join satisfactory generaist collectives more often than optima narrow ones. The
outcome of this socid matching process, the authors conclude, is that as organizations dlow their
drategy to become increasing generd, the likelihood of obtaining members increases.

The authors move on to discuss another aspect that affects membership acquisition: contagion.
Because the socid matching act is inherently ambiguous — meaning that potentia members can never
be sure they are choosing the right collective to join — potentid members are very likdy to respond to
socia cues when making such decisons. Near-joinerswill be pulled into the organization
proportionately to the volume of joiners. Since collectives usng generdist strategies will be found and
joined by more potentid members, the contagion affect expands this growth advantage in favor of
generdist collectives.

The authors then move away from collective growth rates to discuss the affects of strategy and
gze on therates a which new collectives are founded. A potentid collective member may innovate —
creste anew collective— if no satisfactory collective can be found during the socid matching process.
Citing March and Simon, the authors point out that "innovation will not be consdered while ever thereis
an exigting collective that can offer a satisfactory solution.” (p. 329) They are describing a competition
between organizationd founding and growth; or, citing Hannan and Freeman, the "classc ecologica

trade-off.” (p. 329) This competition will be especidly impacted by the growth of collectives that have
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adopted the generdist strategy because their advantage in securing growing memberships will inhibit the
founding rate for new collectives.

Thisimpact is mediated by when generdist collectives first appear; a path-dependency. In
domains where early collectives form around specid interests, the founding rate of new collectivesis
found to be high. Domains where generdist collectives are founded early, see much lower founding
rates for other collectives within the domain. "The ultimate variety of collective drategiesin agiven
domain depends on an gpparently minor differencein initid conditions the arrivd time of the first
generdig." (p. 331)

Once formed, the authors see the mortality rate for collectivesto be low, regardless of strategy,
but for different reasons. Large generd collectives tend to persst because they are well-funded and
embody consderable organizationd inertia Smal specidist collectives tend to run on aminimaist
approach that makes them low-cost and able to operate with minima inputs. Both factors lead to the
longevity of collective organizations.

The authors end by speculating, admittedly beyond the scope of their own research, on therole
that organization mortdity might play in their modd. There might be domains where specidization of
interest isin the long-term best interests of members.  There could be long-term corrective mechanisms
at work that would disband generdist collectivesin favor of specidist collectives. Citing Nelson and
Winter, they observe that evolutionary economics would predict such amechanism. "If mortdity works
to correct the generdism bias, then higtorica differences are temporary frictions rather than long-lasting

path dependencies.” (p. 331)
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Allowing for such correction, the authors have presented a solid modd for observing and
explaning the founding and growth processes surrounding collective organizations tied to the interplay of

the generd-to-specific variances in strategies adopted those organizations.

Bate, P.; Khan, R. & Pye, A. (2000). Towards aculturdly sengtive gpproach to organization
sructuring: Where organization design meets organization development. Organization Science,
11(2). 197-211.

The offers present a process gpproach to organizationa design that emphasizes socia and
culturd dynamicsthat affect organizationa structure. The gpproach, caled "culturdly sengtive
restructuring,” (CSR) includes a four-phased process for intervention in an organization trying to enable
magor structurd change. It attempts to integrate culture, structure, and leadership into asingle
interdependent framework.

Their view isthat the principles of organization desgn — which ded primarily with the
interaction of structura components — is empty without appropriate attention to organizational culture.
Likewise, organization development — which works on the socid and culturd interactionsin the
organization — fallsto inditutiondize change unless such changes are somehow integrated into the hard
dructure of the organization. Organizationd desgn and development must be integrated so that the hard
and soft come together in an emergent and integrated Structure; tregting structure now in their
broadened sense of socid-functiond interactions.

The firg phase of CSR is"culturd framing,” the diagnosing and mapping out of the basic
problems and scenarios faced by the organization. The emphasisis on cregting such framing in public
and collaborative ways, resulting in "a public record, for everyone to see, of the vocabulary in which

people (are) framing their expectations and aspirations for change.” (p. 204) The authors emphasize
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culture as an antecedent to structure; and so work to engage emotions and aspirations during the
framing process. Organizationd commitment to changeis & its highest a the end of this phase.

CSR's second phase is "soft structuring,” the collaborative working out of frictions and problems
in the organization that have contributed to dysfunction and the need to creste mgor change. "The
focus during this phase (is) on building up the organization's capacity to manage change, and
congtructing the socid foundations on which the new design (will) be overlaid.”" (p. 205) None of the
changes implemented in this phase are indtitutiondized. All are conddered experiments; thingsto be
tried out to see how they fit both the need, and the culture. An emphasisis placed on short-term smdll
improvements in order to sustain the commitment to change built up in the first phase.

The next phase, "hard wiring," condructs the resultant changesinto a new organizationa design;
formdizing the rules and sructures through which the organization will operate. The emphagisin this
phase is on indtitutiondizing the soft factors negotiated during previous phases, design following
development. This contrasts the more common change mode "in which the executive team and a group
of externa advisers design anew structure in isolaion, presenting it as afait accompli to the rest of the
organization." (p. 206) This phase runs the highest risk of "becoming deralled" (p. 206) astough
choices must be made on implementation details. The authors encourage reaching agreement on
negotiated changes rather than imposed changes, an agreement that requires support from management
in order to succeed. Management must be willing to give up contral if the emerging cultureisto flourish
through its own emergent structure.

The fourth phase, "retrospecting,” can be viewed as afina phase, or as the feedback loop to the
cydlic execution of the entire process; retrospecting leading to new cultura framing. From ether

viewpoint, the emphagisis upon "looking back and reflecting in a degper sense about the change
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program, whereit (is) leading, and what (can) be learned from it." (p. 207) Over the course of the
phases, aspirations embodied in the first phase might have changed or dtered. Thisis often the case
because the initid phases were carried out while individuas were encumbered by the old culture and
organization. Views and needs have likely changed by the completion of the process. It isimportant
that the early results not become a"straightjacket” on the organization.

CSR isaprocess based on continuous learning and changing; changes dways rooted in the
ongoing emergence of socid order negotiated, not imposed. The changes were driven by "dispersed
leadership” (citing Bryman) in which "polycentric decison-making, networking, and ongoing negotiation
and didogue create aform of leadership that is essentidly nonhierarchicd, and dl the more deeply felt

and passionately exercised asaresult.” (p. 207)

Boisot, M.; & Child, J. (1999). Organizations as adaptive sysems in complex environments: The case
of China. Organizationa Science, 10(3). 237-252.

Boisot and Child offer amode for discussing the means with which an organization acts as an
adaptive sysem that must match the complexity of its environment. They develop athree-dimensiona
Information Space (1-Space) using codification, abstraction, and diffusion as factors that determine the
meatch between organizationd and environmenta complexity.

The authors begin with a discusson of the unique ways in which humans can face the complexity
of their environment, particularly observing our ability to internaize and modd the environment. This
ability offers us opportunities to enact various portions of our menta modelsin the red world, thus

affecting the environment that we perceive. This feedback loop of interpretation and enactment largely
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digtinguishes the study of human systems from the study of other systemsin the natura sciences. (p.
238)

In addition to containing this inherent feedback mechanism, human systems are dso more
loosely coupled than their naturd science counterparts. Also, human socid sysems are difficult to
amplify using closed systems models that would reduce their complexity for sudy. Instead, oneis left
with the combinatoria power of its openness as a degree of complexity that must be included in any
sudy. The only complexity reducing capabilities available to the socid scientists are those inherent
within the systems being studied; those that have evolved as part of humanity's ability to model and
reduce complexity in the environment. Thisis the essence of their discusson of organizations as
adaptive systems. (p. 238-239)

They argue that interpretative systems, such as socid systems, have two very distinct ways of
handling complexity in their environment: reduction and absorption.  Through reduction, the system
develops asingle representation of the environment and then acts in the variety of ways necessary to
adapt aresponse to that representation. Through absorption, systems develop multiple representations
of the environment, sometimes conflicting with each other, and develop arange of responses
appropriate to the differences among these interpretations. The former approach represents a
speciaizing adaptation to the environment, while the latter represents a contingency-oriented approach.
The efficacy of each gpproach depends upon the actud environmenta conditions encountered while
using these adaptive mechanisms.

Because the process described includes a significant feedback loop, the efficacy of ether
selected gpproach can become sdlf-fulfilling; and therefore locally maximizing. Boisot and Child argue

that such localy maximizing affects result in what socid scientists perceive and measure as culturd
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differences. Variancesin levels of complexity reduction and absorption "represent distinct cultura
srategies adopted by adaptive systems.™ (p. 239) Different cultures will respond to smilar
circumgtances differently depending upon the complexity matching strategies that have developed locally
within those cultures. The authors offer aframework for modeling such differences and then illustrate its
use by contrasting complexity reaction strategies of locad and Western organizations operating the
China

The 1-Space that the authors offer as their framework is based on there dimensions of
information regarding how the system mediates complexity in its environment: 1) codification, 2)
abdraction, and 3) diffuson.  Codification involves the reduction of complexity by assgning specific
data to categories that can be manipulated and handled with less complexity. They see codification and
formdization as highly digned. "A phenomenaiswell codified when the bass of assgnment is dear and
it can be performed speedily and unproblemeticaly.” (p. 239) Related to codification, but different in
impact, isabgtraction.  Abstraction "involves a reduction in the number of categories to which data
needs to be assigned for a phenomenon to be apprehended.” (p. 239) These two strategies both
economize the effort required to process information in a system; they reduce complexity.

Codification reduces the effort needed to categorize information, and abstraction reduces the
number of categories that require congderation while codifying.  The third 1-Space dimension,
diffuson, looks at the number of interacting agents that must handle and communicate the information.
The transactiona structure of the system will depend upon the way data flows among system
participants; often measured in terms of the percent of available agents that will interact with distinct data
in order to complete atransaction. Transactions involving many agents are diffused; increasing the

complexity of the transaction and the systems of which itisa part. "The |-Space thus reates the flow of
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knowledge and information within asocid system to the structure of the data that act astheir substrate.”
(p. 241)

Boisot and Child ague that there has to be a"goodness of fit" (p. 241) between a culture's
preferred gpproach to knowledge and information flow and the organizationad and transactiond
Sructures that exist and operate within the culture. Through an in-depth review of organizationd
practices in modern China, they illustrate that the market capitdism practiced by Western organizations
is less effective than the socid or network capitaism practiced by Chinese organizations precisdy
because the Chinese culture and loca organizations reduce complexity through primarily absorption
techniques, while market capitaism attempts to work through complexity reduction techniques. The
result is amismatch between Western complexity reduction — codified pricing mechanisms, contractua
relations, defined bargaining, etc. — and expected and inherent Chinese absorption techniques —
extended familid rdationships, government particularism, implicit rules, etc. — for complexity reduction.

Resolving such differences will be difficult according to the authors. "The two approachesto
handling complexity, reduction and absorption, have developed as cultura responses to the specific
conditions of different societies over long periods of time." (p. 250) Each system has adapted to
complexity in distinctive ways, both results being highly path-dependent. Each system will exhibit
difficultiesin adjugting to the behaviors and expectations implicit in the other's modd; making the
globdization of economic issues a chdlenge to be played out in the future. The authors suggest three
contingencies that will mediate the outcomes: 1) the Size of the organizations involved, 2) the sdlection
severity of the environment, and 3) the resource-base needed to enact an organization's preferred
environment.  All three, in today's globalizing environment and economy, currently seem to favor the

Western modd. However, the authors warn that the culturd factors underlying these differences may
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have unanticipated long-term effects on the level of economic and organizationa change that can be

sustained.

Burke, W. W. (1997). The new agendafor organization development. Organization Dynamics, 26(1).
7-20.

Burke begins with alook at the professon of organizationd development through the lens
created by reengineering and downsizing activities in largely American organizations in the past decade.
He argues that the effects of both change trends have been largely negative, and acknowledges that the
pace and depth of change throughout the economy have largely outstripped the ability of organizationa
development professionds to keep pace asadiscipline.

He sees a need for anew agenda for organizational development practitioners; one that is
current and meaningful in the face of organizationd and work relaionship conventions and changes that
have become the dominant paradigms in the past decade. "Rather than become obsessed with
reengineering and downsizing, it is more important that practitioners understand and become involved
with issues that are degper, longer lasting, and more criticd to the bigger picture” (p. 12) He submits
SX issues as condiituting an effective agenda for organizationd development in the future: 1) community,
2) employer-employee socid contract, 3) employability, 4) trust, 5) culture clash, and 6) corporate
power.

Burke argues that creating and supporting community should be a centra tenet of organizationa
development. He views a sense of community as having broken down in the workplace and society at-
large; lamenting the strain this has placed on families as alast remaining aspect of community support for

individuds. "Downsizing may hurt victims much more today than afew decades ago when communities
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were stronger.” (p. 12) Theloss has resulted in an isolation in the workplace, and extreme strain on
home and family support structures; each of which must be addressed in the future by organizationd
consultants.

Therise over the past decade of the contingent workforce has brought about significant changes
in the employer-employee socid contract. In particular, Burke suggests that organizationd development
must focus on three key aspects that have been atered in the workplace: 1) insecurity brought on by
ambiguous expectations in the new arms-reach contractud relationships, 2) the absence of performance
feedback that traditional employees could expect from their employers, the new feedback bring reduced
to contract extenson or termination, and 3) the failure of reward systems to adequately take work
performance into account as part of the employment contract. The organization development specidist
needs to work to assure that remnants of each of these socia contract issues is mediated in someway in
the newly emerged contingent workforce reationships.

Tightly coupled with the socid contract issue, workforce employability has become an issues for
organizationa development. Asworkers have found themsdlves isolated from the organizations of
which they were once a part, the need to maintain levels of training and skill have become increasingly
important; precisdly at atime when there isincreased ambiguity over which party is responshble to
provide such training and skill development. Organizationa devel opers need to promote self-career
development among organizationd participants, working to assure that each participant takes steps, and
views events around them, toward maintaining their ability to work in the current — and future — work
context.

The organizationd development specidist must dso work to promote trust in working Situations

where much of the past basis for trust has been removed or discounted. Organizational models that are
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increasngly relying on contracts rather than employment must work to be more open in their dedings
among individuas in order to promote the levels of trust that used to be associated with lifetime
commitments to an organization.  Such openness must o betied to increased culturd sengtivity in
order to reduce the types of culturd clashesthat can result from groups being thrust together who would
otherwise be gpart; common today from the perspective of organizationa merging and acquisition,
globaization, and contractud rather than organic organizationd ties. These fourth and fifth agendaitems
— trust and culturd clash — lead directly to Burke's sixth agenda item: corporate power.
Organizationa developers need to focus attention on the one-sidedness of power that dominates the
organizationd workplace. Some of the very factors that have driven changes in the workplace that
now require atention, have actually strengthened the corporate world's ability to make dramatic
changes that affect the organization with little or no input and support from organizationa members.
Burke's organizationa devel opment agenda requires the specidist to look beyond traditiona
organizationa models in order to adapt to the actua organizations that have emerged in the workplace.
In those organizations, much of what affects the effectiveness of the organization actualy occurs and is
driven by factors outside of what traditionaly would have been called the organization. Organizationd
development in the future needs to focus on these supraorganizationa issues as thelr impact continues to

grow on organizationd outcomes.

Dooley, K. J; & VandeVen, A. H. (1999). Explaning complex organizationa dynamics.
Organizationa Science, 10(3). 358-372.

The authors offer aview of complex organizationa dynamics oriented toward seeing different

forms of dynamics, not as a continuum of complexity from smple to grand, but as amatrix of dynamic
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perspectives that result in completdly different process and intervention models for organizations of
different forms of complexity. Themodd they offer organizes four different types of dynamicd
behavior based on the 2x2 interaction of two dimensions: @ dimensiondity of the causd system, and b)
the nature of interactions between causal factors. Their assartion is that "different observed states of
organizations will display different tempord dynamics, demanding different process theories' (p. 359)
based on the interaction of these two dimensions.

Low dimensond systems give rise to dynamics that will be describes as either periodic or
chaotic. High dimensond causal systemsyield colored noise dynamics, those with inherent randomness
that is complete (white) or biased (pink). The periodic (low dimensond) and white noise (high
dimensiona) systems result from causd factors that act independently or linearly. The chaotic (low
dimensiond) and pink noised (high dimensiond) systems result from interdependent or nonlinear causal
factor interaction. The authors lament that recent emphasis on chaotic dynamicsin the literature "ignores
the fact that there are other types of dynamica patterns - periodic, colored noise, and white noise - that
are equdly interesting.” (p. 358)

After developing their modd, Dooley and Van de Ven offersimplications and examples of its
gpplication to managing and changing organizations. White noise, or random, systemsimply an
organization where the behavior of individuas are independent, where individud and collective action is
uncoordinated and uncontrolled. Also, because white noise systems are path independent, the system
contains no direct feedback where its behavior can be affected by its own history. Few organizations
arefound in such agtate; dmost dways condrained in such away that would bias their randomness,

giving an organization characterized by pink noise.



Core KAM 3 - Depth 17

Pink noise dynamics imply an organization operating under some form of constrained
randomness. Asaresult, most organizations will be describable using such amodd. In such asystem,
"the presence of global feedback and/or congtraint would tend to greetly reduce the dimensiondity of
the system.” (p. 365) The friction between an organization's hierarchy down which policy and standards
propagate, and the likelihood that individual directives will be dtered or revised a the local leve,
contributes the randomizing yet congtraining dynamics that drive behaviors.

Organizations in which the dimensondity has been reduced using condraining controls, and in
which interactions remain nonlinear, will see dynamics driven toward chaos. If the interactions can be
made more independent, or more linear, the chaotic dynamic can be shifted toward periodicity.
Although periodic and chaotic systems will exhibit widely differing behaviors, the authors advise againgt
being "fooled" by such differences. "Just because chaotic dynamics and periodic dynamics are far avay
from each other in terms of implications does not mean that they are far away from one another in terms
of causd theories, or organizationd stories." (p. 366)

The authors stated purpose is to chalenge organizationd researchersto further develop modes
that can dign such thinking with actua observed behaviors in red-world organizations. "Organization
researchers must move forcefully in the direction of developing generative models that cgpture not only
complex, nonlinear dynamics, but dso the dynamics of randomness.” (p. 370) They point to Statistica
Process Control (SPC) as such aa current modd and tool. SPC effectively measures and monitors a
system's desire to shift between periodic and chaotic dynamics and behavior. (p. 364) They argue for

more tools, and more research into these issues.
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Frank, K. A.; & Fahrbach, K. (1999). Organization culture as a complex system: Bdance and
information in modds of influence and sdection. Organizational Science, 10(3). 253-277.

The authors look & culture in an organization, primarily viewed through the socid-psychologica
principals of balance and influence, as a primary contributor to the complexity of behaviors and actions
seen in the aggregate organization. They "develop models of intraorganizationa processes through
which actors interactions and sentiments become interrdated” and the way in which such interactions
define systems that are complex. (p. 253)

Describing the system defined by their modd's as a baance and information system, they focus
on "two fundamenta principles of socid psychology that link actors interactions and their sentiments.™ 1)
actors seek baance that they achieve by modifying their sentiments to match those around them or by
dtering which actors they interact with, and 2) actors sentiments are affected by the information and
knowledge they gain through their interactions with others,

Frank and Fahrbach contrast their models with other sociologically based explanations such as
contingency theory and open systems theory. These models focus on externd factors as drivers of
cultural and organizationd change. While acknowledging the importance of understanding the
permesbility of the boundary of the organization, they question whether these schools of thought
properly "address the mechanisms through which actors trand ate effects externd to the organization into
changes within the organization.” (p. 255) They are more interested, not in the permestion of the
boundary itsdlf, but in the processes by which the boundary of the organization is permested.

They see such a process in the balance and information factors associated with each individud's
involvement in the organization. "In this sense, each individud potentidly functions as a gatekeeper or a

boundary pressure point.” (p. 256) The organization, in aggregate, doesn't respond to external factors.
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Rather, each individud in the organization reacts to the information available in the environment — both
internd and externa — through the salection mechanisms of seeking baance after being perturbed by
that information.  Individuas not directly exposed to such externd contingency factors are il
influenced by their direct interactions with other individuas who have been so perturbed.

Thus changes to the system's environment can drive the system out of equilibrium. Sdlf-
organizing baancing behaviors by individuas in the organization will bring the system back to
equilibrium; ether by quickly returning to its origind stable Sate, or 2) or entering a state in which the
system continudly changes within a bounded or periodic Sability. The authors are primarily interested in
the dynamics of the latter case.

They offer aseries of differentid equations, each representing increased mode complexity and,
therefore, greater dignment with actua organizationa observations. The terms of the equations model
the interactions among organizationd actors, their sentiments in terms of vaues, atitudes, beliefs, and
opinions; and probabilities or likdihood that interactions will dter the sentiments of individuasin the
interactions. The more advanced models emphasize the strength of actor sentiments before the
interactions, and limit the impact each individud interaction can have on changing the sentiments of any
particular individual. "This process represents a natural occurrence whereby the actors have moderate
influence over one another as they share new information with each other, and then their sentiments
subside into their asymptote, neither actor having much influence over the other in the absence of new
information with which to persuade the other." (p. 262)

Their modds illudrate interesting outcomes that arise during the interactions of individud actors
across an organization that has been perturbed by some externd factor or information. In particular,

organizations that appear to be highly homogenous with respect to actor sentiments and actions prior to
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being perturbed are more likely to shift toward destabilizing extremes during their recovery of
equilibrium. Common sentiments in these Stuations act as sdf-reinforcing behaviors that spird toward
the extreme. More heterogeneous organizations exhibited greater stability, and awider diveraty of
equilibrium sates available. Thiswas particularly true of organizations with "bridging” actors, those who
held middle-ground sentiments between the various extremes represented in the organization.

The divergty of equilibrium states available to these heterogeneous organi zations represent
organizationd learning as one might expect it to appear in these modds. Organizations demongtrating
such a capahility to learn, seemed to have more options for thriving under the authors modd. They
suggest further research emphasizing the role of individud actors as mediators of externd contingencies
and perturbations in order to trandate the predictions of these moddsinto management models for

organizationd change.

Garvin, D. A. (1998). The processes of organization and management. Sloan Management Review,
39(4). 33-50.

Garvin offers two specific reasons for his preference to sudy organizations and management
activities from a process perspective: 1) "a process perspective gives the needed integration, ensuring
that the redities of work practice are linked explicitly to the firm's overdl functioning,” (p. 34) and 2)
processes emphasize links among activities, "showing that seemingly unrelated activities ... are often
part of asingle unfolding sequence.” (p. 34) He proceedsto offer atypology of organizationa
processes that he views as helpful in studying and understanding modern organizations.

Garvin's typology places every process into one of three categories: 1) work processes,

2) behavioral processes, and 3) change processes. Asthe name implies, work processes focus on
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accomplishing the work of the organization. " Organizations accomplish their work through linked chains
of activities cutting across departments and functiona groups.” (p. 35) These will conss of operationd
and adminidrative processes, primarily different in their types of output and audiences. "Thetwo are
frequently consdered independent, unrelated activities, even though they must be digned and mutudly
supportiveif the organization is to function effectively.” (p. 35)

Garvin observes that many aspects of modern organizations make integration of these two
aspects of work processes difficult, including "complexity, highly differentiated subunits and roles, poor
informa relaionships, Sze, and physcd distance” He argues tha these mediating factors have a
greater impact on the functiond and hierarchicd structure of an organization, and that sudying
processes independent of structure alows one to study the red work of the organization more closdly.

The study of behavioral processes "focuses on ingrained behavior patterns’ (p. 37) inthe
organization. The processes often underlie the success or failure of operationa work processes
throughout the organization. He illustrates aspects of behaviord processes using decision-making,
communication, and organizationd learning processes as examples.  They share in common the fact that
eachistypicdly made up of aset of behaviors that islearned informally "through socidization and on-
the-job experience” (p. 37)

Garvin emphasizes the "smultaneous, multilevel quality of decison processes” (p. 38) After
discussng modd s that attempt to reduce management decision-making to a series of stages, he
comments that such models are "unable to capture the richness of the process: the range of interlinked
activities, with reciproca impacts, that were unfolding a multiple organizationd levels” (p. 38)
Undergtanding an organization's decison-making requires an understanding of the structura and

drategic context in which through which this multileve process plays out; the organization's godls,
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vaues, and reward systems.  While behavior processes show great autonomy and perastence, it is
through these dimensions that decis on-makers can have great influence over the direct and impact of
behaviors throughout the organization.

An organization's communication processes involve how individuas throughout the organization
share data and information, and how they agree to agenda priorities and resolution of issues asthey
conduct their work processes. "Like decison-making processes, they reflect unconscious assumptions
and routines and can often be identified only after repeated observations of individuas and groups.” (p.
39) Anayzing and understanding such processes requires amultidimensiona gpproach that (citing
Schein) includes frequency and duration, direction, triggers and flow, syle, leve, and depth.  Itis
through modification of these dimensions that managers can have the greatest impact on the actua
communications that take place throughout the organization.

An organization's learning processes rest "ultimately on the development of shared perspectives’
or "menta modds’ (p. 39) Aswith decison-making and communication processes, Garvin points out
that learning must cross the organization in order to be effective. It "is distributed throughout the
organization, unfolds over time, and rests on afew critical subprocesses or routines.” (p. 40)

Through these three examples, Garvin illustrates that behaviora process are best managed as
organization-wide processes, not specific individual processes that can be assigned or delegated as
work processes can. They "are lengthy, complex and dow to change. They involve multiple, often
overlapping stages, engage large numbers of people a diverse levels, suffer from predictable biases and
perceptud filters, and are shaped by the adminigtrative, structural, and strategic context.” (p. 38) While

complex, they "can be characterized aong afew smple dimensons that managers can review and dter
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if needed” (p. 39) making them amenable to management control and influence; just not in the way
traditional management theories might predict. They require extensve systems thinking.

Garvin's third category of processes, change processes, involve activities that are "explicitly
dynamic and intertempora.” (p. 40) Each change process is characterized by the presence of some
initid set of starting conditions, a desred or functiond set of ending conditions or outcomes, and a
trangtiona processfor getting from the initid to the find conditions. Change processes themsdves will
be ether autonomous or induced.

Autonomous change proceeds dong its own unplanned or unintentiond dynamic and includes
such mgor changes as a product-market lifecycle or biologica evolution. Such changes are unplanned,
and seem to follow their own logic and pattern that is not yet understood completely. Induced change,
conversely, only occurs when planned and executed intentionally.  Such changes include product
development and introduction, or the desire to dter the reporting structures of an organization. Whether
autonomous or induced, much research is focused today at the way in which change can be seen to be
"dow incrementa evolution or dternating periods of stability and revolutionary change” (p. 42) The
difference might be fundamentd, or might be smply afactor of the scae of time used to make
observations.

A process view of organization forces managers to adopt different attitudes towards their own
rolesin the organization. Processes cut across functiona and structural boundaries; the very boundaries
that often define the limits of managerid control and responghility. Asa result, Garvin advises that
managers work to promote three management processes, more as organizational competencies than as
individua responghilities: 1) direction-setting processes, 2) negotiating and salling processes, and 3)

monitoring and control processes.  These manageria processes involve a shared perspective on
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involving players throughout the organization based on knowledge and respect for the organization's
communication patterns, power sructures, and sengtive relationships inherent in the complexity of the

organizational processes described above. "They are the essence of the manager's craft.” (p. 45)

Mintzberg, H.; & Westley, F. (2000). Sudaning theinditutiond environment. Organization Studies,
21(0). 71-94.

In thisarticle, the authors take alook at the role of senior managers. The specific case Sudied,
Greenpesce, offers direct ingght into the management of large nonprofit organizations, but the authors
see ideas and concepts that generadize well to the management of any large organization.

The authors describe a segment of a study in which they persondly observed senior managers at
anumber of large organizations for one day each in order to study their actions and impacts on the
organization. Inthisarticle, they describe the days of two senior managers at Greenpeace. They
contrast Greenpeace, as a nonprofit organization, with other organizations by describing it as non-
owned, but "formally controlled by a salf-perpetuating or representative board.” (p. 71)

Key to their andysisis that Greenpeace is a voluntary organization. "Voluntary organizations
are missonary and vaue-driven." (p. 71) As such, the organization faces particular chalengesin
engaging and keeping the large volunteer organization on which it istotaly dependent. Doing so
requires that the ingtitution represented by the organization — the mission and vaues for which it has
come to be understood and seen — be supported and maintained. Where senior managers usualy
have to ded with the maintenance of what the authors refer to as the "physicd organization,” — the
facilities, programs, and operations — there is o a great need to manage the ingtitutiona aspects as

wadl.
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In their observation of these two individuas at Greenpeace, the authors observed that their daily
agendawas typicdly full of physicd organization issues and meetings. However, thelr observations
noted that most of the day was, in each case, was actudly spent on indtitutiona issues, meetings, phone
cdls, and correspondence devoted to building and maintaining relationships among condtituents. The
nomind purpose of many interactions were physcd; and yet the resultant interactions often worked
toward fostering beliefs and vaues that would further support the inditution as awhole.

The authors conclude that ingtitutiond support is an often neglected role for senior managersin
large nonprofits, and possbly in large organizations generdly. They suggest further research on this
topic, and suggest that we look beyond many of the operationad management tasks — doing, planning,
acting, politicking — described in the literature today at the degper ingtitutional meanings and

implications.

Mord, B.; & Ramanujam, R. (1999). Through the looking glass of complexity: The dynamics of
organizations as adaptive and evolving systems. Organizationa Science, 10(3). 278-293.

Mord and Ramanujam observe that it has become a"sdlf-evident fact” (p. 278) that
organizations should be viewed as multi-part interacting systems that are continualy adapting and
evolving. They offer the multidisciplinary field of complex sysemstheory (CST) asatoal for
understanding the implications of such an assessment on organization theory. They begin with an
overview of CST and its various perspectives, before focusing particularly on four aspects of CST: 1)
complex adaptive systems, 2) sdlf-amilarity, 3) sdf-organized criticdity, and 4) sdlf-organization.

"Like organizations, complex systems are difficult to define but easy to recognize.” (p. 279)

CST takes afuzzy set gpproach to understanding system complexity; treating dl sysems as, in some
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sense, complex. No firm boundary between complex and non-complex need be defined. Many and
any criteria can be used to rationdize a description of complexity in asystem. The authors, though,
focus atention on two commonly used properties: 1) large numbers of interacting eements, and 2)
emergent properties.

With large numbers of interacting e ements, complexity is usudly associated with feedback
mechanisms among dements, and nonlinear dynamicsin thair resulting interactions. Systems that exhibit
more of these characteristics will be viewed, by CST, as more complex. Different sysemswill be
perceived as complex in different ways depending upon the combination of these factors in the fuzziness
of thelr incluson in the set of complex sysems. This definition doesn't preclude even systems with smal
numbers of interactions from being complex if the inherent feedback |oops can drive nonlinearity; the
paradigm smply doesn't expect it as frequently or easily as with large numbers of eements.

With respect to emergent properties; the authors ook for properties and patternsthat are
independently observable and empiricdly verifiable. The gppearance of such propertiesis attributed to
the collective behavior of the components of the system. Continuing the logic of defining membership
functions for fuzzy systems sets, the authors associate higher complexity to emergent properties where
the "origin is mysterious and cannot easily be explained” (p. 280) by looking at the individua
components of the system.

Mord and Ramanujam point out that many of the characterigtics they discuss are often
associated with chaos theory. However, they argue that chaos is not a useful paradigm for discussing
fuzzy complex sysems. Chaosis oriented toward discusson of nonlinear sysems with a high sengtivity
to initid conditions. "Chaos suggests that Smple models can have very complex dynamics. (p. 280)

Conversdly, CST "suggests that complex modes may exhibit very smple dynamics™ (p. 280) The
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shared perspectives of interaction units, feedback |oops, nonlinear dynamics, and emergent properties
should not preclude us from seeing the important distinctions between these two related fidlds. The
authors argue for using complexity as the key paradigm for understanding organi zations over chaos.
Having s0 argued, they move on to specific CST paradigms that have applicability for modeling and
understanding organizations..

As complex adaptive systems, complex systems are often composed of interacting adaptive
agents. Thisisvery much the casein the sudy of organizations, and so principles of complex adaptive
systems can be used to modd and understand organizationa phenomena aswell astherr likely sdlf-
organizing or emergent behaviors. A weakness that the authors point to in gpplying complex adaptive
sysems models is that the adaptive behaviors of principle interest are actudly modeed as input to the
sysem. "The adaptive nature of the agent iswhat (we) would like to ‘explain,’ not assume.” (p. 281)

Next the authors turn to sdf-amilarity and fractals. " Self-amilarity meansthat & some leve of
abgtraction, the system exhibits invariance under a change of scae” (p. 281) Complexity doesn't
require dl characterigtics to exhibit such invariance, but going back to their fuzzy set notion of complex
systems, increased sdf-amilarity will be strongly correlated with complexity. Findings in the study of
fractd geometry indicate that such sef-amilarity can be based on very smple dynamics and yet combine
into systlems of extreme complexity and uniqueness.

In turning to self-organized criticdity, the authors point out that systems of increasing Sze are
often seen to dso increase in complexity. Sdlf-organizing criticdity is an emergent property of systems
that seemsto correspond with dramatic increases in complexity. It alows that changes or feedback ina
systemn can collect or accumulate through long periods of rdative system equilibrium only to be suddenly

thrown into disequilibrium and dramétic change. The system exhibits points of criticaity a which
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punctuated and sudden change can occur unpredictably. Such periods of dynamic change occur with a
frequency that isinversely proportiond to the Size of the system activity — the so cdled Uf law. The
authors cdl for further research in order to understand why dl systems exhibiting self-organized
criticaity seem to obey the 1/f law, yet not al systems obeying the U/f law exhibit self-organized
criticdity. Asaresult, changes following the 1/f law can be driven linearly or nonlinearly. They suggest
that Stuations in which systems obey the 1/f law without exhibiting criticality — and many organizationd
systems and interactions seem to fal in this category — there may indeed be a hidden critica dynamic a
play that has not yet been modded or understood. Gaining an understanding in this area could offer
very useful extension to current organization theory through complexity thinking.

Thefind key perspective the authors suggest for usng complexity as alensfor viewing
organizationsis self-organization; or the dynamic process by which a system operating under its own
dynamics spontaneoudy gets more or better organized.  Such sdlf-organizing behavior seems strongly
corrdaed with the number of interacting unitsin asysem. Smal systemswith few units Smply do not
exhibit such behaviors. However, as the system grows it increasingly shows atendency to sdf-organize.
What the authors note as interesting is thdt, if |eft to grow uncongtrained, most sysemswill dip into
chaos. The dynamic that defines the boundary between maximum sdf-organization and chaos is poorly
understood. The authors suggest that defining and understanding such a boundary, and the conditions
that st its rdative podtion for any given type of system, would help organization theorists understand
the dynamics that affect the largest organizations. markets, economies, and societies.

The authors promote the use of complex systems theory as atool for organization andyss. The
gpproaches they suggest are best suited to the study of large organizations where dynamic and nonlinear

phenomena are seen or expected; organizations exhibiting emergent or self-organizing behavior. They
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suggest initid gpplications in broad fidds studying broad and encompassing organizationd views, fields
like socid and organizational ecology and socid network analyss. After gpplicationsin these broad
fidds, they suggest that better models for further gpplication will become available through andysis of

the early experiences.

Nadler, D. A.; & Tushman, M. L. (1999). The organization of the future: Strategic imperatives and
core competencies for the 21% century. Organizational Dynamics, 28(1). 45-60.

Nadler and Tushman highlight trends in organizationd thinking, beginning with contingency
theory and its emphasis on organizations matching and responding to their externd environment. As
increasingly complex organizations face a greater diversity of environments, this leads directly to the dud
nations of differentiation and integration; differentiation dedling with the specidization of subunits of the
organization facing different aspects o the organization's complexity, and integration trying to hold
together and aggregate the differentiated parts. The emerging chalenge of the 21% century "isto
effectively manage dramaticaly different businesses that overlap or even compete againgt one ancther in
asgngle, drategicdly focused enterprise.” (p. 46)

The authors emphasize four core lessons to be taken away from this trend for managing in the
coming decade: 1) industries evolve through cycles of incrementa change with discontinuous periods of
punctuated equilibrium, 2) organizations are open systems that transform input into outputs during these
cycles, with their structure determined by these needs, 3) how the organization chooses to organize will
determine its strategic focus and sense of time horizons, and 4) both coherence and divergence must be
encouraged as we organize people and processes in way's gppropriate to the unique environment with

which they will be confronted.
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The current key strategic driver, in Nadler and Tushman's view, is the accel erated pace of
change occurring everywhere today. Because rate of changeisakey to their first lesson, and therefore
an integra driver to the other three, they describe an understanding and respect for change as the key
management driver of the next century. "Higoricdly, the purpose of organizationd structure wasto
inditutiondize gability; in the organization of the future, the god of desgn will be to indtitutiondize
change." (p. 49)

They bdlieve that this Sngle Srategic shift creates Sx key imperatives for organizationsin the
future: 1) increasing strategic clock speed, or the pace a which everything happens in the organization,
2) focusing business portfolios around core competencies, abandoning other peripherd activities, 3)
abbreviating srategic life cycles, shortening to months what once took years, 4) creating mass
customized markets in which customer differences take precedence over product amilarities, 5)
enhancing competitive innovation, where innovation becomes a category of thinking much broader than
products and services, and 6) managing intra-enterprise cannibalism, where the organization plans and
drives the obsolescence and replacement of its own offerings before someone else in the marketplace
has a chance.

Recognizing that it is up to management to implement the changes necessary to meset these
imperdtives, the authors offer eight core competencies toward which management must strive in order to
be able to alow the organization as awhole to adopt their imperatives: 1) increasing organizationa
clock speed, because the strategic clock speed of the organization can't change if the operationa
dructureislocked in traditiond activities and cycles, 2) designing structurd divergence, because the
business must be able to dynamicaly create and use different structural configurations to meet divergent

and conflicting environmentd chdlenges, 3) promoting organizationd modularity, where acquiring
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organizational components becomes just as viable as redesigning exiting components in order to meet
the time demands of the market, 4) structuring hybrid distribution channedls so that the fragmented
market can dictate how it wishes to interact with the environment on a transactiond basis, 5) designing
asymmetrica research and development so that innovation and change can come from any direction
rather than the product evolution path traditionaly associated with change, 6) congtructing conflict
management processes as intra and inter-organizationa conflict becomes more common in the over-
paced under-communicated emerging world, 7) building organization coherence through shared gods
and visons that alow autonomous subunits to direct themsaves with the minima oversght avallablein
such shot time cycles, and 8) building executive teams that are capable and comfortable in handling the
many paradoxes that will continue to emerge as the century unfolds.

The diagnosis that rapid change is adriving factor in organizationd design and management is
not nove; but the authors offer a useful and specific set of implications and actions logically derived from

the core theme.

Pascale, R. T. (1999). Surfing the edge of chaos. Soan Management Review, 40(3). 83-94.

Writing more for managers than for organizationd theorists, Pascade provides an explanation of
complex adaptive sysemsin away that not only illuminatesiits contribution to understanding
organizations, but dso offersindgghts on how a manager might successfully use such ideasin planning
and executing organizationd designs. After describing why he believes that complexity is the next mgor
paradigm or organizationd thinking; he lays out four test that an entity must passin order to be
congdered a complex adaptive system: 1) it must be made up of many pardld acting agents not

controlled hierarchicdly, 2) it must be continualy shuffling these agents to create new levels of sructure
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and organization, 3) it must be subject to the second law of thermodynamics, exhibiting entropy and
winding down if not replenished, and 4) it must exhibit a capacity for pattern recognition that is gpplied
as learning and anticipating the future.

After tracing the origins of the science of complexity through various fieds; such as physics,
microbiology, botany, zoology, anthropology, and economics; he lays out his "four bedrock principles’
(p. 85) relevant to gpplying complexity to organizations:

1. Complex adaptive systlems are at great risk when at equilibrium. Equilibrium or gatic states
are dways a possible precursor to system death. "The seductive pull of equilibrium poses a congtant
danger to successful established companies.” (p. 86) Organizations will be more effective when
disturbed externdly by competition, or internaly by diversity. Competition and diverdty can drive
naturd disequilibrium gates that keep the system growing and developing.

2. Complex adaptive systems have the capacity for self-organization and emergence. Sdf-
organization arises from intelligence in the system that Pascale attributes to the nodes of the network of
agents. Emergent properties arise from smple structures routingly generating novel responses and
patternsin infinite variety. If, in fact, such inteligence isto be found in the system's extreme nodes, it
greatly informs those in organizationd management who believe that power and decison making need to
be pushed out in organizationsin order to drive innovation and change.

3. "Complex adaptive systems tend to move toward the edge of chaos when provoked by a
complex task." (p. 85, citing Kauffman) Bounded ingtability is smply more conducive to evolutionary
change and improvement than either static equilibrium or chaotic change. In fact, sysems not willing to

congtantly dip toward chaos have only the dternative of moving toward equilibrium as an dternative; a
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precursor to death. Organizations finding themsalves snking into a satic state must shake things up in
order to dlow continua change and development to occur.

4. Complex adaptive system are characterized by weak cause-effect linkages. Asareaullt,
directing a system is not possible because there are no identifiable causes that can be influenced asa
means of control. Rather, such living systems can only be perturbed. Certain system disturbances can
be effective to the extent that certain dynamics around the perturbation are understood. Small
deviations in knowledge can, however, result in results that diverge widely from expectations and plans.

Each of these four principles carries direct implications for the organizationad manager, and so
for the organizationd theorist. Pasca€sinterest islessin whether or not the principles supplied by
complexity theory are true, than in whether or not they are useful. Using severd decades of examples

from his experiences & Shell, he illustrates them to be quite useful.

Pearce, J. L.; Branyiczki, |.; & Bigley, G. A. (2000). Insufficent bureaucracy: Trust and commitment in
particularistic organizations. Organization Science, 11(2). 148-162.

Thisarticle looks at the impacts encountered when organizations vary their handling of human
resource issues acrass a gpectrum, from universdigtic trestment of al equaly, to highly particularigtic
treatments where individuals receive specific treatments not predictable or sanctioned by the formal
gructures of the organization. The authors point out that while many have sudied the effects of
excessve bureaucracy on organizationa dynamics, too few have studied the effects of "insufficient
bureaucratization." (p. 148)

In universdidtic organizations, dl are treated equaly in an impartid application of rules and

criteriathat apply universaly to al. Bureaucratization, or formaization, of the workplace levelsthe
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playing fidld for dl employees by increasing the universdity of exigting rules and structures. In contradt,
particularistic organizations treet each individud differently based on rules and criteriathat may be
limited to subjective opinion, or to the arbitrary will of power holders not accountable to any common
framework. Actions are often based on an exclusive attachment to particular people (e.g. bosses,
friendships) or groups (e.g. palitica parties, unions).

The authors point out that Weber's origind writings on bureaucracy outlined the role played by
both an organization's god-orientation and its formalism. They lament that most studies looking at
bureaucracy emphasize the formalism aspects, often describing the lack of effectiveness that often
ensues as organizations continudly increase their formaism. This article emphasizes god-orientation as
the critical component of bureaucracy, and the role played by increased predictability of individua
behaviors under its more universaistic structures. It contrasts levels of universdism and particularism
in two different employment settings, one in the United States where bureaucratic formaism dominates
and universd practices are expected, and one in Hungary, a neotraditiond political setting with a history
and expectation of particularism.

The authors emphasize "Weber's focus on the god-oriented, meritocratic purposes of
bureaucratic organizations." (p. 150) They outline four pecific areasin which particularistic practices,
in the absence of sufficient bureaucratization, impeded effective organizationd performance: @) loss of
trugt, b) shirking of respongbhilities, €) lack of commitment, and d) lack of investment in expertise.

Trust is reduced when particularism removes the objectivity of decison-making from the day-
to-day encounters found in the organization. "When rules are gpplied uniformly in an organization,
employees are more likely to trust and collaborate with other employees because they expect othersto

operate under known rules.” (p. 151) Individuasin particularistic settings tend to withhold thelr trugt,
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and to withdraw from encounters in which they perceive themsaves as disempowered. Such behavior
becomes salf-perpetuating because reduced contact within the organization eliminates opportunities for
advancement-oriented particularistic encounters with those perceived to be in power.

Employees who see inefficiencies or negligence in the workplace will tend to respond differently
inuniversdigtic and particularistic organizations. In universal organizations, employeeswill tend to trust
that errors and problems will be corrected if reported, and so a great dedl of sdlf-corrective behavior is
encountered. Conversdly, in particularistic organizations the relationship between rules and outcomesis
broken or nonexistent. Employees smply alow errors or abuses to continue because their expectation
that anything can be doneislow. Thisresultsin acycle that encourages and rewards shirking of
respongbilities. Hard work is not rewarded directly, so there are few incentives to work harder unless
directly for the purposes of gaining particularistic support.

When favoritism and persona connections are needed to be rewarded or advance, independent
of any actud effort or merit, employees tend to show lower commitmentsto their employers; athough
tending to remain persondly committed to those on whom they rely for favoritism.  Likewise,
individuds in particularistic organization will not tend to spend their own time and resource building
additional expertise for their jobs. Where merit doesn't figure in the reward and advancement system,
timeis better spent building politica rdaionshipsthan in investing in needed skills. In universaistic
organizations, employees are "more likely to invest their time and attention in devel oping task-reevant
knowledge and improving job performance because they expect such invessmentsto be rewarded.” (p.
153)

The study reported in this article strongly suggests that "' systemic particularism in the workplace

can have powerful adverse effects on employee behavior and attitudes.” (p. 159) With so many
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workplaces today trying to strip bureaucracy in the seach for "Internet speed,” more research is needed
to better gppreciate where such atrend may end up.  The authors warn that "many organizational
behavior theorists may have been too quick to abandon bureaucracies for market-like arrangements.”

(p. 159)

Tetenbaum, T. J. (1998). Shifting paradigms. From Newton to chaos. Organizationd
Dynamics, 26(4). 21-32.

Tetenbaum begins with alook a organization's under an industria age filter through which "the
lens of Newtonian science led us to look at organizationa success in terms of maintaining a stable
system. If nature or crisis upset this Sate, the leader's role was to reestablish equilibrium.” (p. 21)
Echoing many other authors, she seesthis world view changing because of issues and trendsin
technology, globdization, competition, change, speed, and complexity. These changes are
overwheming our traditiona, Newtonian, management and organizationd structures. "In fact, we have
spent so much time teaching our organizations to be systematized and orderly that they now can't
respond to the fast-changing environment.” (p. 24)

She offers chaos as the emergent paradigm for managing organizations; dthough she is usng the
term in a somewhat broader sense than the technica or narrow view of chaos taken by other authors.
Thisarticle is best interpreted as meaning a combination of chaos, complexity, self-organization, and
adaptiveness when she refers to chaos, this extended view not being inconsi stent with her contrast to
more traditiona pre-chaos thinking.

She describes "the essence of chaos theory; namely, that Smple agents obeying Smple rules can

interact to create elaborate and unexpected behaviors.” (p. 25) It isthis essence that makes chaos so
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interesting, and potentidly useful, to the organizationa designer. It suggeststhat desired outcomes can
be achieved & much lower energy levels than traditiond organization design would anticipate. It
positions control theory as a potential barrier, as opposed to supporter or driver, to successful
organizationd outcomes. "It suggeststhat if you set agroup of people in motion, each one following the
right set of three or four amplerules, them, ... they will spontaneoudy sdlf-organize into something
complex and unexpected.” (p. 25)

Citing Hock's example a Visa, Tetenbaum suggests that one should trive for aform of
chaordic system "conceived as an organization soldly on the basis of purpose and principle” (p. 26)
She acknowledges that such a configuration will be most threatening to existing organizations with large
an stable Structures.  Sdf-organization presents amgor risk to the invested power structures of such
organizations. The paradigm is more likely to be embraced by smdl, younger, or less paliticaly
focused organizations, those that are less likely to deny the need for change.

For those organizations will to embrace the implications of chaos, she recommends designing
and erecting a"culture of chaos' (p. 27) built on a collection of dimensions or perspectives. 1)
knowledge and information sharing, 2) innovation and credtivity, 3) teamwork and project orientation,
4) diverdity, and 5) strong core values. The managersrole in such an organization will entall: 1)
managing the trangtion, 2) building resilience into the organization, 3) destabilizing the system to enable
dynamic change, 4) managing order and disorder in the present and future, and 5) creating and
maintaining alearning organization.

The fact that chaos theory offersamode for organizations doesn't necessarily imply that such a
model will be useful or correct. Tetenbaum acknowledges that few organizations have yet witnessed the

types of organizationa dynamics implied by the theory, dthough strong anecdotd evidence is building.
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"The recent shift to team- and project-based processes in many organizations demongrates the fact that
groups of workerswill, if give achance, find ways to accomplish atask;" they will self-organize. (p. 32)
She ends by cdling for further rigorous research into the definition and application of such theory to

organizations.

Voss, G. B.; Cable, D. M. & Voss, Z. G. (2000). Linking organizationd vaues to rdaionships with
externa condtituents: A study of nonprofit professond theatres. Organization Science, 11(3).
330-347.

The authors ook at the role played by organizationd vaues in establishing, managing, and
benefiting from relationships with externa condtituents of nonprofit organizations. They describe the
way in which one might perceive that organizationd vaues "are essentid and enduring tenets that are
intringc to the firm's misson and unaffected by the externd environment.” (p. 330) In contrast, their
research shows that the complexity of externa relationships involved in operating a nonprofit
organization "can creete tensons between the firm's intrinsgc values and the disparate values and
demands of externa congtituencies.” (p. 330) They find that managing such tensons causes nonprofits
to ether dter or compromise some of their organizationa vaues, or dse focus attention on only externd
congtituents with complementary values. Both strategies turn out to have strengths and weaknesses.

The authors interest in values dignment sems from an interest in managing environmental
complexity. "Shared vaues between environmentd actors may emerge as coping mechanisms that
make it possible to ded with relevant uncertainty.” (p. 331) They find that shared values reduce
complexity because a grester range of transactiond interactions no longer have to be mediate through
detall discussions of outcomes and causdity; shared vaues providing the necessary framework and thus

lower complexity.
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Voss, Cable, and Voss studied nonprofit theater groups looking at three primary dimensions. 1)
relaiond attitudes, or perceptions of how well organizationd vaues dign with those of externd
condituents, 2) rdationship behaviors, or how the nonprofit alocates and uses resources in maintaining
relationships with externa congtituents, and 3) relationa outcomes, or how resources flow back from
external constituents based on how those resources have been dlocated. The authors maintain that
these dimengons should exhibit consistent patterns of dignment with the overdl organization's vaues.
"in implementing relaiond behaviors that reflect their organizationd vaues, they should receive greater
returns from the externa condtituents that share those vaues" (p. 331)

The process by which such improvements in resource outcomes are expected runs through
three stages: 1) organizationd va ues influence how managers perceive, and behave toward, the range of
externd condtituents who are potential stakeholdersin the organization because they perceive or don't
perceive vaues congruence; 2) the organization's values are sgnaed and communicated to externa
condtituents by these val ues-influenced expectations and behaviors; and 3) organizations with stronger
vaues congruence are typicdly more responsive to the values-induced behaviors of the organization.
These vaues-induced behaviors typicaly include how the nonprofit alocates and uses human resources,
and how they design and carry out programs. Externd condtituents with strong va ues congruence will
typicd invest more in the nonprofit by sharing human and financid resources, and by participating and
sharing agpects of programming.

The authors findings are that nonprofit organizationa leadersrey heavily on "key cultural vaues
to identify externd condtituents that they believe are suitable partners.” (p. 343) They enact their own
vaues through human resource and programming behaviors that, collectively, encourage externd

congtituents that are vaues congruent more than externa condtituents with divergent vaues. Ther
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research results support such actions as beneficid; usudly resulting in a stronger influx of resources from
those externd condtituents that share common vaues. Their data suggests — and they suggest further
research in this area— that tradeoffs exist periodicaly depending upon the diversity and complexity of
interaction among competing organizationd vaues. Nonprofits that emphasize certain valuesin order to
promote relationships with particular externd congtituents may jeopardize relationships with others,
necessitating the need for effective prioritization of both vaues and congtituents before implementing
changes to organizationd behaviors discussed in their sudy.

Additionally, the authors do not assert direct causdity in thar findings — they aren't assarting
that the modified behaviors on the part of the nonprofit organization cause the increased responsiveness
of the various condiituents. "Related research is needed to determine whether firms naturdly gravitate to
partnersthat share their vaues, or whether firms gather and process information regarding externd

condtituents values, srategicdly partnering with firmsthat share their vaues." (p. 344)
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Chapter 1
Introduction

Overview

Within the study of organizations, the study of nonprofit organizations offers opportunities to
observe the god and behavior mediating impacts of clearly articulated vison and mission statements
amply because the profit-seeking gods of the traditional business sector are dbsent.  The quditative
nature of such vaue statements alows for a broad range of organizationa responses based on
environmentd conditions. The diverdity of such responses introduces gpparent randomness that may be
explained, a least in part, by the concepts of sdf-amilarity in chaos theory and adaptation in complexity
theory. If so, the range of responses, and organizationd structures that result, will vary widely yet be
congtrained by atractors. Such attractors, if known, would congtitute an effective operationa definition
of the nonprofit sector.

Objectives

The breadth component of this KAM looked at organization and socid systems; while thus
depth component focuses narrower attention on nonprofit organizations and the chaotic sdf-organizing
aspects of socia systems. Specific depth component objectives are:

1. Evduate the extent to which various key dements of the developed systems framework
goply differently to organizations in different sectors; business, socid, and governmentd.

2. Evduate the extent to which various key elements of the devel oped organi zationd
framework are illustrated differently by different portions of the systlems modd.

3. Anayze and contrast how these interactions specificaly affect the interaction and

understanding of afocused view of socid sector organizations and nonlinear systems theory.
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Summary

This depth component picks up where the breadth component left off; with abroad operationa
definition of organization theory built on structura aspects of organizations, filtered through the alens of
basic system theory to view organizations as potentidly complex sociad systems. The viewpoint below
is narrowed to nonprofit organizations specificdly, and systems concepts based on complexity and
chaostheories. The gpplication component, based on the synthesis offered at the end of this depth
component will analyze severd red-world change interventions using these concepts as filters for
understanding and explaining outcomes actualy achieved in those interventions.

Nonprofit Sector Organizations

The exploration of nonprofit organizations begins with the problem of defining just what
congtitutes the nonprofit organizations and the organizations that make it up. Seibel and Anheer (1990)
provide three differing criteria— structurd, economic, and functiona — that can be used to
differentiate organizations in the sector; proposing research into nonprofits as independent variables with
comparisons and differentiating across organizationa types. This depth component takes this gpproach.

Sdamon and Anheer (1992a) explore the terminology and conceptuad dimensions that can be
used to create an operationa view of the sector. They go on to add afourth definitiond criteriato the
three discussed above — legad — because different countries have different definitions of what
congtitutes nonprofit organizations and there are Sgnificant tax and regulatory implications built into
those legd definitions. Businesses can be discussed without the concept of corporation, but nonprofits
are difficult to discuss without the concept of tax exemption.

By offering a series of evduative criteria; based on economy of concepts, significance of

definition, and explanatory power; Sdamon and Anheier select the structurd definition of nonprofit
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organizations as the most powerful and effective. The emerging definition requires that nonprofits be
formd private organizations that saf-govern without distributing profits while remaining dependent upon
voluntary association and labor.

Within the structurd definition, various internationally accepted taxonomies are described for
clustering or aggregating individua nonprofit organizations into groupings for andyds. The more
common criteriafor such groupingsisfunctiond. (Sdamon & Anheier, 1992b) Hrebiniak (1978)
discusses how the structurd definition can lead to an analys's of boundary conditions, within and around
an organization. Boundaries result in relaionships that increase organizationad complexity. Complexity
becomes an emergent property of the increasing boundaries and relationships imposed by a structural
viewpoint of an open system.

Chaos & Complexity

Following up on this anticipated increase in organizational complexity, this depth component
then explores the concept of complex organizations using ideas drawn from chaos and complexity
theories,

The centra theme is Whestley's (1999) contention that organizations, as open systems, are
subject to the very kinds of sdlf-referentia and self-organizing behaviors and patterns that are indicetive
of chaotic and complex sysems.  Leadership becomes focused on identifying and nurturing the self-
amilar fracta patterns that develop throughout the organization so individuas can sdlf-organize around
the few core principlesthat defineits attractor. Whestley and others assert that those few core
principles are embodied in the vison and mission of an organization. Leaders are those who help that

visgon and misson emerge through salf-organizing and adaptive behaviors of the system.
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Shifting leadership from the traditiond role of espousing vison and mission to anew role of
alowing them to emerge from the organization itsalf carriesimplications for organizationd planning.
Mintzberg (1994) discusses the paradigm shift required as organizations give up any notion of
centraized drategic planning to, instead, focus on embedding strategic thinking throughout the
organization. Such thinking becomes a competency needed for effective sdf-organization and
emergence rather than a management function of the system.

Emergence leads to sdlf-fulfilling feedback loops as the organizationd system adaptsto its
environment; largely now made up of the rdationships among individuas throughout the sysem. Vison
and misson emerge as the strange attractors that bind the system; individud sdf-organizing behaviors
limited in how far they can vary from the vison and mission attractor. Information generated and shared
through these behaviors serves to reinforce the feedback loops that drive system behaviors. Ultimately,
organizationa capacity to change is defined by such feedback loops. The leader's role becomes one of
encouraging such behaviors and emergence, and otherwise getting out of the way.

Dynamics in the Socid Sector

This depth component closes with abrief discusson of how the definition put forward for
nonprofit organizations congrains the organizationd model developed in the breadth component. The
congtrained model leaves many dimensions and aspects of the organization uncongtrained, and able to
be impacted by sdlf-organizing and emergent aspects of chaos and complexity theories. If viable, the
mode can be used to develop hypotheses regarding system behaviors and outcomes that might best be

explained using the chaotic and adaptive models of complexity.
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Looking Ahead

Thismode is further explored in the gpplication component through asmdl collection of case
dudies. Each represents an actud organizationa change intervention that | was involved in during the
1990's. After agenerd description of each case, the dynamics outlined above are then used to
illugtrate things that actudly happened in the case and possibly explain both postive and negative
outcomes. The case studies are not chosen a random. They represent my actua work in the nonprofit
sector. However, the use of these cases to further explore the mode developed in this depth
component can serve as atest of the mode adequate to identify opportunities for further sudy in my

dissartation.
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Chapter 2
Nonprofit Sector Organizations
This section explores the aspects of organizations in the nonprofit sector that are used to define
the sector itself, and measure the extent to which any particular organization should be viewed as being
in that sector.

Nonprofit Sector

Seibel and Anheler (1990) note that few countries beyond the United States use the term
"nonprofit sector” to describe the collection of economic and socia organizations that exist
independently of the business and governmentd sectors. They suggest the term "third sector” to sgnify
organizations that are not for-profit busnesses nor government agencies or bureaucracies, noting that
the French use the term "socid economy,” ("économie socia€") the British use the term " non-statutory
sector,” and the Germans the term "public service organization” (*geme nwirtschaftliche Organisationen™)
for these organizationd types. In spite of differences in names, they suggest that elements of these
sectors in these various economies share many common features that can be studied as a collection.
(p.7)

James (1990) points out that thinking about nonprofit organizations in the United States often
entails including tax-exemption and other economic aspects that are lessened or absent when discussing
amilar organizationsin other countries. (p. 21) She emphasizesin her discussion of nonprofitsthe
common dement that nonprofits everywhere typicaly have no direct owners who are entitled to share in
the profits of the organization's activities. Counterintuitive to the term nonprofit organization, these
organi zations often make profits; in the economic sense of income exceeding costs. What makes them

different is that they do not disburse these profits to owners, rather retaining them for internd and
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sarvice use. Economically, afor-profit business that choosesto retain dl earnings would look very
much like a nonprofit organization. For this reason, she argues the distinction between nonprofit and
for-profit organizations must lie outside of the profit-derived economic sphere. (p. 21-22)

Sealbd and Anheler identify and critique, citing Ronge, three categories of criteriathat can be
used to differentiating organizations in the nonprofit sector from other organizations: 1) unique
inditutiond characteristics of the organizations themsdves, 2) different economic rationaes for action in
and through the organizations, and 3) the actud inditutiona functions served by the organizationsin the
society and economy. (p. 9)

With respect to the indtitutiona characteristics of nonprofit organizations, Seibel and Anheler
point out that politica scientists often discuss the third nonprofit sector as mediating between market and
date sysems, omitting any discussion of the actud production role of the sector in terms of outright
goods and services. (p. 9) They see the ability of nonprofit organizations to combine aspects of socid
issues with economic goa's as a unique competency that goes beyond the traditiond mediation role
attributed to such organizations, and cal for more research to expand our knowledge in this area.

With respect to organizationd rationale, Seibd and Anheler see nonprofit organizations differing
from other sectorsin relative, rather than absolute, terms. Nonprofits tend to exhibit fewer means for
achieving their gods, yet exhibit higher levels of solidarity and direct exchange among eaech other within
the sector. In addition, these organizations exhibit much higher levels of discretion in how they take
advantage of their means and solidarity than counterpart organizations in business and government.
Nonprofits are less tightly coupled that other organization types, and often have less clarity, or more

heterogeneity, of operationa gods than their for-profit and government counterparts. Acquaintance
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networks often provide access to human resources, supporting informa resource dlocation, not usudly
available to other organizationd types. (p 12-13)

Sealbd and Anheler's third criteria centers on the ability of nonprofit organizations to achieve
results and supply servicesthat are not achievable or available in any other organization types. They
discuss multiple perspectives, that nonprofit organizations emerge from falluresin the for-profit private
sector to supply needed goods and services, and that nonprofits emerge from afailure of the state to
supply needed public goods. Either perspective supports the idea that the nonprofit sector has emerged
through weaknesses in the smpler public-private sector dichotomy. Added to such emergence through
weaknesses in other sectors, Seibel and Anheler add that nonprofit organizations are often perceived as
more trustworthy because they have fewer political or profit-motivated reasons to sacrifice qudity or
cheat stakeholders. Such trustworthiness strengthens the position for any nonprofit that emerges to fill
an unfilled need.

Seibd and Anheler suggest two research agenda for studying nonprofit organizations. The firgt
places "nonprofit organization” as the dependent variable; investigating the emergence of the sector, and
why certain functions predominantly end up in one sector or another. The second treats the subject as
an independent variable; investigating how nonprofits differ from other organizationd types, why certain
patterns of nonprofit organization and behavior seem evident, and the effects on local economies and
politics of the presence of strong nonprofit organizations. (p. 14) The latter set of questions are the
centra theme of this depth component, as the structuradl and socid organization models and explanations

presented in the breadth component are gpplied to organizational types in this nonprofit sector.
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Understanding the Nonprofit Sector

Sdamon and Anheier (19924) confront an andlysis of the nonprofit sector as a question of
definitions and the reasons that few consistent and stable definitions have emerged for the sector. Firs,
they cite the great divergity of organizations and organizationd types that get placed in thisthird sector;
questioning how such a collection of organizations with such diversity can be seen to have enough
common features to legitimately be considered as a unified sector. (p. 2)  Second, they point out that
the other two commonly discussed sectors — the large-scale profit-making firms and public
adminidrative inditutions — have afar great influence on the modern world, leaving the nonprofit sector
asanintdlectua orphan. These socid inditutions have lacked the economic or politica impact
necessary to gain widespread attention in many countries of the world. (p. 2)

They counter such reasoning by pointing out the enormous impact that the nonprofit sector
actualy achievesin society and its economy. The nonprofit sector accounts for over haf of dl hospitd
beds and college seats. It provides most of the socid services offered and virtudly dl of the cultura
services available in our society. Beyond these economic impacts, Sdlamon and Anheer point out that
the nonprofit or socia sector has given rise to most of the socid and political movements that dominate
our conceptud landscape; citing the environmental and civil rights movements as recent examples. (p. 2-
3) They question how a sector of organizations having such a broad extent and such obvious impact
can be so under-gppreciated in "our public discourse or academic debate.” (p. 3) Their own answer is
that we lack "a sufficiently clear and workable definition of what this sector really encompasses” (p. 3)
Our failure to discuss and understand the phenomena in question comes from the weaknesses of our

concepts for discussing the phenomena, beginning with our definitions.
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Terminology

Sdamon and Anheler (19924) discuss various aspects of definitions that attempt to place
organizations in the nonprofit sector into a conceptua context. Each typicaly emphasizes or focuses on
one aspect of the redlity represented by such organizations to the excluson of other aspects. "Eachis
therefore at least partiadly mideading.” (p. 4)

Definitions involving the "charitable sector” are based on charity as afocd point for looking at
these organizations. However, the vast mgority of nonprofits accepting charitable donations till ook to
other sources for much of ther financia support. Other definitions of nonprofit organizations place them
in an "independent sector,” emphasizing their separation from private business and government. Such
definitions downplay the sector's dependence upon business support and financing, and often ignore the
fact that many nonprofit organizations look very much like businesses in their operation and appearance.
Also, because of their dependence on tax exemption, and the rules regarding such exemption, these so-
caled independent organizations are actudly highly dependent upon the governmentd regulations that
definetheir gatus. Definitions involving the "tax-exempt sector” fdl into this pitfal as well.

Definitions that focus on the "voluntary sector" emphasize the sgnificant role often played by
volunteersin the operation of nonprofits. However, many such organizations — even those completely
dependent on voluntary labor — are managed and run by professonals. The realm of management
looks very much like any other business in the private sector; and since the fact that employees are paid
in the private sector isn't that sector's defining characteristic, focusing on this aspect of nonprofits doesn't
lead to a comprehensive and digtinctive definition of the sector.

The concept of "nongovernmentd organization” (NGO) is often invoked to define the sector,

particularly outsde of the United States. NGO's are usudly viewed as organizations engaged in
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promoting environmenta or developmentd causes. These organizations, while usudly well organized,
are often perceived and described as grass-roots efforts. Ther digtinction as NGO's is usually derived
from conspicuous differences in thair levels of participation in internationa conferences, summits and
other activities.

Lastly, Sdamon and Anheier discuss the most common delinestion, "nonprofit sector.” While
true that these organizations do not exist to generate profits for their owners, it is usudly untrue that
these organizations generate no profits. Any organization that has expensesin excess of its revenues will
fdter, and organizations in the nonprofit sector are no different. The emphasisin the definition based on
"nonprofit" liesin the way profits are retained rather than didtributed, and in the congtant reinvestment of
such profitsin the outcomes of the organization. Since many for-profit organizations retain and reinvest
aggnificant portion of their excess revenues, the diginction isn't completely useful a the margins.

Each of these sector definitions emphasizes different agpects of the group of organizations being
described. Sdamon and Anheler assert that none is complete done, yet together they offer a consstent
view of the organizations being described. (p. 4-5)

Differentiating Dimensons

Another way that Sdlamon and Anheler attempt to clarify the nonprofit sector is by looking at
dimensions where such organizations can be differentiated clearly from other business or governmentad
organizations.

Philanthropy. Thereisa cdlear distinction between the organizations considered to be nonprofit
and philanthropy. These terms are often used interchangeably, and Sdamon and Anheler argue that
philanthropy says more about the private business sector than the nonprofit sector thet is often a

benefactor of philanthropy. They define philanthropy as the giving of private gifts for public purposes.
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(p. 5) Many nonprofit organizations are somewhat or highly dependent upon such philanthropic giving;
but that giving serves as arevenue stream more than a defining dimengion for the nonprofit sector.
Eliminating philanthropy would severdly impact the ability of nonprofits to operate; but it would not
affect their definition or existence.

Units of Andyss. Another digtinction noted by Sdlamon and Anheer iswhether or not thereis

adidtinctly clear collection of organizations available for analys's such that they would actudly condtitute
aunified sector. (p. 6) One must be clear when defining this sector exactly which organizations would
be included, and which would be excluded from andyss. In the United States, with its structured and
precise tax code, such digtinctions are relatively easy. In other parts of the world, such as Japan with its
myriad laws dealing with organizationa structures, the ddlineation of a nonprofit sector, or subsectors,
can be chdlenging.

Formdlity. The extent to which nonprofit organizations are formaly organized and structured is
another differentiating issue for Sdamon and Anheler.  Expecting aparticular level of formality in
nonprofit organizations arbitrarily limits the scope of the sector being studied. In the United States,
usudly for tax reasons, dmos al nonprofit organizations are formaly incorporated; making identification
of organizations in the sector fairly clear. However, Sdamon and Anheier point out that such formality
isardatively recent phenomena. Prior to the 1950s, most organizations that would be consder
nonprofit were defined or governed by internd chartered. These provided aleve of formdity much
lower than that seen today.

Likewise, in places where forma incorporation is not permitted (e.g. Eastern Europe until very

recently) or where informa organizations are the norm (i.e. village associaionsin third world countries,
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most nonprofitsin Italy), formdity can not be used as adistinguishing characterigtic of nonprofit
organizations.

Civil vs. Common Law. Another distinction drawn by Salamon and Anheier is that between

organizations that are defined within civil law countries, and those defined by common law. In common
law countries, such asthe United States and United Kingdom, "private indtitutions can claim the privilege
of operating in the public interest as amatter of right.” (p. 7) The permissbility of any particular action
carried out by an organization is ultimately determined by the emergence of caselaw. Through the
higtory of its existing cases, the community gradudly determines and defines what it means by public
good.

In civil law countries; such as France, Italy, or Germany; there exist separate bodies of law for
private and public activities. Organizations defined under the public law carry out activities defined as
being for the public good. These public indtitutions can charter privileges to private organizationsto act
in the public good through specific legd actions granting such rights. These organizations end up being
private organizations operating under public law.

Sdamon and Anheler seeimplicationsin such adigtinction. (p. 7) In civil law countries,
nonprofits will be closdly digned with the Sate government that grants it authority to act for the public
good. In common law countries, nonprofit organizations will be more digned with the private sphere
because of the smilarities with businesses seen from their need to define their own misson and markets
and sustain any necessary revenue streams needed to operate. This distinction must be taken into
account when atempting to define or view the nonprofit sector on a broader bass than asingle country.

Levd of Devdopment. A related factor to these politicad and legal consderationsisthe levd of

development generdly seen within a society, and the impact thet leve of development has on the
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definition or clarity of its third nonprofit sector. Salamon and Anheler note that the perceptions attached
to particular behaviors will differ based on such developmenta maturity. In societies with strong socia
differentiation and economic development, attempts to organize people and provide specific services
will tend to be viewed as being part of the business sector. Societies lacking such differentiation and
development, where these acts are consdered nove, will tend to view such activities as outsde of the
traditiona business sector. In these latter cases, athird sector will emerge in the discussion; referable
based on one of the numerous definitions of the nonprofit sector discussed above.

Higtory. Sdamon and Anheier findly cite numerous historica factors that must be consdered in
differentiating organizations in a society's nonprofit sector: religion, autonomy, and traditions. (p. 7-8)

In countries in which church and sate are closdly digned, the number of organizations that would
congtitute the nonprofit sector is very limited. Too many of the services traditionaly associated with
nonprofits are aready available or offered through the church state. Where clear boundaries exist
between church and state, as in the United States, "the socid space open to athird sector is much
larger.” The churchitsdf will be defined as part of the nonprofit sector, and many organizations will
emerge that provide smilar services as churches because the churches do not hold preferred positions
within the Sate.

Theissue of autonomy cited by Sdlamon and Anheer involves the degree of autonomy available
to the society due to independence and economic development. In devel oping countries with weak
economies, nonprofits tend to emerge from externa developments and interventions; such as missonary
churches, foundations, or outsde development agencies. "Although indigenous nonprofit ingtitutions
often exig, the influence of externa actors often manifests itsdf in adigtinctive set of foreign-sponsored

NGO's" (p. 8) Question arise regarding the efficacy of comparing nonprofit inditutionsin these
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societies with those found in more developed autonomous societies. Comparing nonprofit sector
activities across such conceptua boundaries might best be served by aso crossing tempord boundaries,
comparing present day developing countries to historical perspectives of today's developed countries.

Findly, Sdamon and Anheler describe nationd traditions as integra to understanding the
emergence and definition of nonprofit organizations and cultures within countries. Nationd cultures
based on individudism and anti-governmenta fedings, as found in the early United States, will be more
likely to form diverse and complex nonprofit services than other nations. Salamon and Anheier offer the
strong Jacobin aversion to independent associations in post-revolutionary France and the wagf
traditions in Idamic countries as examples of the affects of nationd traditions on the emergence and
typing of nonprofit organizations. (p. 8)

Definition Types

All of these factors— terminology and differentiation — will impact the accuracy and usefulness
of any definition that is put forward for the nonprofit sector and organizations within that sector.
Sdamon and Anheier (1992a) andyze various definitions available in the literature, and offer four
generdizations regarding the types of definitionsthat are available: 1) legd, 2) economic, 3) functiond,
and 4) sructurd. They offer pecific criteriafor evauating the ussfulness and clarity of each of these
types before concluding that the structurd types are most effective in defining the sector and ddlinegting
among organizations ingde and outsde of that sector.

Legd. Legd-based definitions of nonprofits are those in which nonprofit organizations are what
the country's laws say they are. Most countries have laws governing the types and ranges of
organi zations that can be considered nonprofit service providers. Sdamon and Anheier include in such

definitions those laws created out of judicid ruling and casesin common law countries. Such definitions
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typicaly make the boundary between nonprofit and other organizations very clear; usudly at the
expense of ddineating the specifics of the products or services offered by those organizations. Using
these definitions it becomes possible to build typologies of nonprofit organizations from the diverse array
of such organizations covered by the lawsin question.

Economic. Economic or financid definitions of nonprofits focus on sources and types of income
driving the organizations rather than thair legd form.  The United Nations System of Nationa Accounts,
agang which countries officidly report on nationd income, uses such economic definitions. The United
Nations accounts break out organizations into four sectors: 1) enterprises, 2) government, 3) nonprofits,
and 4) households.

These definitions concentrate on the sources of income that dominate an organization's
operations. Enterprises, or businesses, finance their operations through the cregtion and sale of some
product or service at market prices. Governments create non-market goods and servicesthat are
subsdized by taxes. Nonprofit organizations are those that recelve the mgority of their income, not
from sales or taxes, but from the dues and contributions they are able to solicit from members and
supporters.

On the surface, such adigtinction seems to dign with everyday expectations of what congtitutes
anonprofit organization; but the economic definition is actudly more limiting. Organizations accepting
dues and contributions that actualy receive more than hdf their income from selling products or services
are put into the business or enterprise category. Those that receive more than haf their income from
government support, regardless of the levels of membership or contributory giving, are consdered as
ams of government. Only organizations that receive hadf or more of their income from the household

sector are included as nonprofits under these definitions.
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Functiond. Definitions of organizations that center on their functions or purposes conditute
Sdamon and Anheler's functiond definitions. Such definitions typicaly focus on the socid and
developmental aspects of many nonprofits. They typicaly describe "private organizations serving a
public purpose,” (p. 10) or "the good of the society.” (p. 10)  Such definitions exclude a great many
organizations that would eedily fdl under the legd or economic definitions of nonprofits; those
organizations that serve purposes targeted exclusively at their own memberships rather than the public
good. Thereis nothing in the functiona definition that precludes such organizations from being included.
Sdamon and Anheler smply note that they are typicaly not so included. (p. 10)

Structural. Sdamon and Anheier base their fourth category of definition on the structure and
operation of the organizations being categorized. Detail definitions of this type will vary from each other
to the extent that different aspects or characteristics of structure areincluded in the definition. Based on
their own andysis, and findings of the Johns Hopkins Nonprofit Sector Project, they describe five key
gructura characterigtics that will be exhibit by dl nonprofits:

Frgt, nonprofit organizations are forma. These organizations exist asinditutions in some form,
whether through legd incorporation or Smply through the regularity of meetings and expectations of
members. Some degree of organizational permanence is typicaly demonstrated through aform of
charter or by-laws, the existence of officers or boards, and some combination of procedures for running
the organization. Purely ad hoc or informa gatherings of individuds are not consdered nonprofit under
such definitions, even though such gatherings might serve many smilar purposes and be very important
in the life of the community.

Second, nonprofit organizations are private; "inditutionaly separate from government.” (p. 11)

Many nonprofit organizations receive a Sgnificant percentage of their funding from government, but to
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be congdered nonprofits, they must be "fundamentadly private inditutionsin basic sructure” (p.11) This
means that they can not be an explicit subset of any particular government gpparatus, nor have their own
board dominated by members representing government functions.

Third, nonprofit organizations must be non-profit-distributing. As discussed above, any
organization that has expenses in excess of revenues will fater; therefore even nonprofit organizations
must technicaly make a profit in the accounting sense. But nonprofits will not distribute profits to their
ownersor boards. Excessrevenues are typicdly reinvested in misson-relate services or placed in
partid reserve againg future revenue short-fals. The essence of this agpect of structurd definitions of
nonprofitsisthat they do not exist primarily to generate profits for anybody.

Fourth, organizations that are nonprofit must be saf-governing. They must not be controlled by
outside entities; rather having their own interna procedures for governance and continuance.

Fifth, nonprofit organizations must involve some meaningful degree of volunteerism. Whether
the organization is built from completely voluntary labor throughout its structure, or it Smply uses
volunteersin provison of service while being organized by a professond gaff; the presence of some
form of voluntary actions is necessary for an organization to be considered a nonprofit.

These five conditions will vary congderably when looking a particular organizations in the
nonprofit sector from the viewpoint of the structura definition. Some organizations will satisfy some of
these criteriamore than others. According to Sdlamon and Anheler though, "to be considered part of
the nonprofit sector under this definition, an organization must make a reasonable showing on all five of

these criteria” (p. 12, emphagsin origind)
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Evduation Criteria

For sdecting the mogt effective type of definition from among their four dternatives, Sdamon
and Anheler offer three evauative criteriac economy, sgnificance, and explanatory power. By economy
they mean an ability of the definition to identify and narrow discussion to afew critica agpects,
producing a mode for discusson that is Smpler than the redlity being discussed. By sgnificance they
mean the ability of the definition to focus attention on less obvious or non-trivid aspects of the
discusson. For explanatory power they focus on the rigor with which the definition can be gpplied by
multiple persons to the same result, the richness with which the definition can be used to generate a
range of diverse and interesting hypotheses, and the organizing power with which the definition can be
used to explain functions and festures that go beyond the origind purposes for which the definition was
developed.

Clarifying the Nonprofit Sector

While gpplying their own evaudive criteriato the four types of nonprofit sector definitions,
Sdamon and Anheler (1992a) reach the conclusion that the structurad definitions best account for the
robustness and variety of organizations found in the nonprofit sector.

They argue that the legd definitions offer the highest rigor, while lacking any economy, for a
gngle reason. The laws that define nonprofitsin any particular country are generdly well defined —
rigorous — athough often very convoluted and complicated by case law interpretations and regulations
that implement them — they lack economy. The variability of lega definitions across legd jurisdictions
and boundaries means that an organization that would easly be considered a nonprofit under one set of

laws might be explicitly excluded under another. These definitions therefore lack organizing power.
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"Under these circumstances, the legd definition becomes largely useless for comparative purposes.” (p.
13)

Economic definitions enjoy ahigh leve of rigor once the economic chart of accounts they
encompass are defined (see Table 7 through Table 10). They adso entall higher levels of economy and
organizing power due to the fact that they are typicaly based on account taxonomies that are often
sample to use, and can be shared across andysis boundaries. However, they typicdly lack ahigh leve
of dgnificance because they "essentidly define away™ (p. 14) many aspects of what would otherwise be
consdered nonprofit activity into the business and government sectors. "This definition essentidly
collgpses the definition of the nonprofit sector into the definition of private philanthropy.” (p. 14) It
looses the richness that would otherwise be maintained if the complex relationships between nonprofit,
government, and business sectors were left intact. Instead, these complex relationships are shifted into
the other sectors as though they were not part of the nonprofit sector at dl. (p. 14)

The functiond definitions of the nonprofit sector focus on discerning the objectives and purposes
for which an organization operates. This represents a dight extenson of the legd definition since the
exigence of such organizations for andys's presumes that the organizations have legd sanding in thelr
respective countries. In thisway, the functiond definition has greater organizing power than the legd
definitions because, dependent more on objectives and outcome rather than laws, they can be used
across national boundaries. However, this power comes at the expense of economy because it requires
that the various purposes for which nonprofits are formed to be ddineated and grouped for andyss.
Rigor isinvariably sacrificed because such listing are bound to include ambiguous and overlgpping
categories. Likewise, functiond definitions can lack combinatorid richness if commonly accepted

nonprofit objectives in one part of the world are excluded from such thinking in other parts of the world,
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or if commonly accepted objectives are dso seen as common in the business and government sectors.
Truly delinesting nonprofit organizations can be difficult under such conditions. (p. 15)

Sdamon and Anheier promote the structurd definition as the most powerful and useful of the
four typesdiscussed.  They point to the high leve of economy achieved by reducing the definition to
just five basic characteristics.  The broadest possible range of organizations can be included in the
definition within the congraints imposed by these five characteristics; giving the structurd definition high
sgnificance. It demonstrates considerable explanatory power because it can be used to andyze
organizations across nationa and economic boundaries. Aslong as organizations exhibit the five defined
traits, they can be included in the definition of the nonprofit sector.

The structurd definition can be argued to lack rigor because each of the five defined
characterigtics can be difficult to gpply with objective precison. The dlowed variability within each of
the five dimengions contributes to an ever greater ambiguity at the margins. However, for operationd
purposes, any particular discusson can limit the variability of any particular dimension in such away that
the range of organizations included in the definition can be limited for discusson purposes. It becomes
possible to discuss particular subsets of nonprofits as well-defined classes; providing for a combinatoria
richness not available under the other types of definitions.

The strongest arguments for emphasizing a ructurd definition for the nonprofit sectors are that
it becomes possible to empirically define the sector without having to resort to an actud andyss of each
specific case, and the modd defined provides an ability to create hypotheses about organizationsin the
sector and their relationship to society and other sectors. (p. 16) The five dimensions within the

definition offer opportunities for independent and dependent variables that can be used to test such
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hypotheses and expand knowledge of the sector; this maximizing the definition type's predictive and
explanatory power.

Nonprofit Sector Taxonomies

Having worked out their schemafor defining nonprofit organizations, Sdamon and Anheler
(1992b) moved on to theissue of classification, "of identifying the systemétic differences among the
organizations in the sector and an appropriate basis for grouping them.” (p. 268) The discussion of
defining nonprofits as organizations had concentrated on identifying characteristics that such
organizations might share in common. Classification schemes would focus on remaining differences
within the sector that could be used for further andlysis and discusson. Classfication seems particularly
important in the nonprofit sector precisaly because the definitions of nonprofit organizations remain
partly ambiguous at the boundaries. (p 268)

Following on their recommendation of the structurd definition as opening the nonprofit sector to
avery wide range of component organizations, Salamon and Anheier (1992b) describe the need to be
able to ddinesate and organize those diverse organizations.  They offer ther International Classification
of Nonprofit Organizations (see Table 7) as a candidate taxonomy for organizing nonprofitsinto twelve

groups for andysis.
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Table 7 - Internationd Classification of Nonprofit Organizations (ICNPO)

6
7.
8
9

10.
11.
12.
13.
14.
15.
16.
17.

. Culture and recreation

Education and research

. Hedth

. Socid sarvices

Environment

Development and housing

Law, advocacy, and politics

Philanthropic intermediaries and voluntarism promotion
International

Rdigion

Business, professona associaions, unions

Not dsawhere classfied

Note: Adapted from Salamon & Anheler, 1992b, p. 283.
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The categories themsdlves are largely drawn from a viewpoint much like the functiond definition;

emphasizing objectives and outcomes. The structure also supports a rough economic view aso because

it maps closdly to the various nationd income accounting systems used by the United Nations for globa

consolidation of data. Each of the twelve functiona groups are further defined by Salamon and Anheler

into lower level definitions that even more easly map to other taxonomies and accounting structures.
Severd other exigting taxonomies for describing the nonprofit sector are aso offered by

Sdamon and Anheer asdternatives. Oneisthe United Nations Standard Industria Classfication

System (ISIC) (see Table 8).
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Table 8 - Internationd Standard Industrial Classification (1ISIC)

Educetion
Primary
Secondary
Higher
Adult and other
Hedlth and socia work
Human hedlth services
Veterinary activities
Socia work activities

Other community socid and persond service activities

Sanitation

Business and professiond

Trade unions

Other membership organizations (including religious and political)
Entertainment

News

Libraries, museums, culture

Sport and recregtion

Note: Adapted from Sdamon & Anheier, 1992b, p. 276.

A mgor drawback of the ISIC isthat it is based on an economic definition of the nonprofit
sector in which any organization receiving more than haf itsincome from business or government
sources is not reported againg this taxonomy, but rather under the taxonomy of the sector providing that
dominant revenue.

A related, but differing, taxonomy isthe Genera Indudtrid Classfication of Economic Activity

(NACE) developed by the European Statistical Office (see Table 9).
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Table 9 - Generd Industrid Classfication of Economic Activity (NACE)

Educetion
Higher
Primary and secondary
V ocational
Nursery

Research and devel opment

Medica / hedth
Hospitas, nurang homes, sanitoria
Other medicd care
Dental care
Veterinary

Other servicesto the public
Socia work
Socid homes
Professiond associations
Employers federations
Trade unions
Rdigious organizations and learned societies
Tourism

Recretion, culture
Entertainment
Libraries, archives, museums, zoos
Sports organi zations

Note: Adapted from Sdamon & Anheier, 1992b, p. 276.

This European system is based on economic congderation much like those of the United

Nations modd, and it shares Smilar weaknesses.  The NACE dassfication limits nonprofit
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organizations to those that depend dmost exclusively on charitable donations, or dse exist in very
specific non-market areas, such as socid work or religious activities.
Another available taxonomy isthe Nationad Taxonomy of Exempt Entities (NTEE) developed

by the Nationa Center for Charitable Statistics (see Table 10).



Core KAM 3 - Depth 67

Table 10 - National Taxonomy of Exempt Entities (NTEE)

Educetion
Hedlth
Mentd hedlth
Diseases, disorders
Medical research
Crime, legd
Employment
Food, nutrition
Housng, shelter
Public safety, disaster preparedness
Recreation, sports
Y outh development
Human services
Arts, culture
Environment
Anima-related
International
Civil rights and advocacy
Community improvement
Philanthropy
Science research
Socia science research
Other society benefit
Religion-related
Mutud benefit

Note: Adapted from Salamon & Anheier, 1992b, p. 276-277.

The NTEE taxonomy was origindly developed to help clarify identification and classfication of

nonprofit organizations under the United States tax code, but it has found a broader internationd use
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because of its breadth and richness. It dlows for the grouping of nonprofit organizations into twenty-
five groups, providing for amuch richer anadysis than the three mgor groups supported under the ISIC
or the five available under the NACE.

Each of these taxonomies offer some structure and rigor for grouping nonprofit organizations.
Sdamon and Anheler (1992a, 1992b) have provided arationde for viewing structura definitions and
classifications as most effective for analyzing the nonprofit sector. A chdlenge in the application of any
of these definitions and taxonomies is the complexity and ambiguity of working with specific
organizations at the boundaries of the selected definition or taxonomy. Being able to place organizations
sguarely into these defined categoriesisimportant, then, in performing analysis and continuing
discusson. The complexities that emerge a the boundaries must therefore be considered in forming a
complete picture of the sector.

Emergent Complexity

Hrebiniak (1978), discussing characterigtics of the most complex organizations, emphasizes
environment and exchange — or boundaries — as key characteristics of organizations over their socia
purposes, gods, and internd structures. He describes the need for organizations to establish their
"domain." Thisinvolves deciding on the range of products or services to be provided and the
populations or stakeholdersto be served. "An essentid point is that the establishment of domain rardly
can be arbitrary or wholly unilaterd.” It is only when this domain is recognized as legitimete by those
outsde and ingde the organization that such domain can become concrete. In many cases,
establishment of such adomain is an emergent property after many interactions of organizationa
dekeholders. The evolution of such adomain characterizes the organization balancing itsdlf againg its

environment over time. (p. 6-7)
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Thisfield of organizationad emergence has grown deeper in recent literature as aresult of interest
in gpplications of chaos theory, complex dynamics, and other science-based models and paradigms.

These modd s and their adaptation to organizations is the subject of the next section.
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Chapter 3
Complex Organizations

This section explores the gpplication of the theories of complexity and chaos to understanding
organizations. Self-organization and self-referentid features of organizations, dong with the fields that
support its interactions, combine to form the attractors that bound the organization to its own sdif-
identify. Vison and misson serve as embodiments of that salf-image; and attention to the issues of
complexity and chaos become organizing features that dlow for change and growth.

Whestley (1999) chalenges organizationd specidiststo look at organizations in whole new
ways. "To be responsble inventors and discoverers, we need the courage to let go of the old world, to
relinquish most of what we have cherished, to abandon our interpretations about what works and
doesn't work.” (p. 7) Whestley offersthe "new sciences' of chaos and complexity astools for
understanding organizations. Whestley and Kdlner-Rogers (1996) emphasize the ways in which
adopting these new toals actualy smplifies the world in which we operate. The energy required to
participate in organizations is lower when the essence of organization is the combination of relationships
of individuasin those organizations. It actudly takes more energy not to bein organizations. Thetools
needed begin with abandoning much of what has traditionaly been consdered the center of andyss,
decondtruction.

Whedltley asks that we abandon the traditiond notion of understanding partsin order to
undergand wholes. "We manage by separating thingsinto parts, we bdieve that influence occurs as a
direct result of force exerted from one person to ancther, we engage in complex planning for aworld
we keep expecting to be predictable, and we search continualy for better methods of objectively

measuring and perceiving theworld." (p. 7) Much is known about the theory and usefulness of
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complexity and chaos, of sef-organizing principles in dynamic open systems. Whestley offers a set of
models for understanding and working with organizations from these new perspectives. The most
important digtinction is that, rather than concentrating on the discrete parts that make up systems, we
should be focusing our atention on whole systems and on the relationships that exist within those
systems.

Organizations as Open Systems

Organizations exist as systems independent of the parts that make them up. Just as adult
humans contain virtudly none of the cdls of which they were comprised as children; organizations
continue to exist despite the fact that they may contain none of the individuas or resources of which they
were once comprised.  Like people, organizations maintain their continuing identify through the on-
going relationships in which they participate within and across their environment.

Whestley (1999) describes autopoiesis and its effect on how we view the world of individuas
and organizations. Under the idea of autopoiess, individuas and organizations continudly cregte their
selves through engagement with their environment through relationships and interactions. (p. 20)
Changes in the environment perturb or disrupt those relationships, introducing disorder thet dissipates
the structure of the organization and results in new sdf-organized order of anew form. "This
disntegration does not Sgnd the death of the sysem. If aliving sysem can maintain its identify, it can
sdf-organize to ahigher level of complexity, anew form of itsdf that can ded better with the present.”
(p. 21) Disorder becomes a source of increased order; alesson that challenges the foundation of much

organizationd planning and contral that attempts to limit disorder.
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Chaotic Sysems

Chaotic systems are ones where it becomes impossible to predict their behavior because the
dynamics of the system cause it to never behave exactly the same way twice; even under circumstances
that look largely the same.  Such systems, though, do exhibit an inherent order. They are typicdly
bound by an attractor that limits the possible variation from some norm. If such variation is smal enough
in the short-term, it becomes reasonable to think of the system as linear and controllable. Under these
scenarios, traditional management practices based on linear thinking will appear reasonable; and,
indeed, will often be effective.

As we see organizations of increasing complexity around us, we are now chalenged to accept
the inherent chaotic-ness of those systems. Thisisn't because they have shifted in some way toward
being chaotic. They have aways actudly been chaotic sysems. Rather, the increased varigbility and
scade of our globd organizationd systems are no longer bounded by attractors that alow usto further
pretend that they are linear. Emphasisin managing the system shifts from linear controls to dynamic
influences. Leadership discusson moves from a controlling role played by certain stakeholdersto an
opportunistic behavior played by anyone for whom the context is right for exerting influence. Whestley
summarizes the ideax

If people are machines, seeking to control us makes sense. But if we live with the same

forcesintringc to dl other life, then seeking to impase control through rigid Structuresis

auicide. If we believe there is no order to human activity except that imposed by a

leader, that there is no self-regulation except that dictated by policies, if we believe that

responsble leaders must have their hands into everything, controlling every decison,

person, and moment, then we cannot hope for anything except what we dready have

— atreadmill of frantic efforts that end up destroying our individud and collective

vitdity. (p. 25)

Since the scientific revolution, acquisition of knowledge has been based on reduction of systems

into their component parts; with knowledge gained of the components and aggregated in order to
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understand the origind whole. Clancy (1989) found the "organization as machine' metaphor to be one
of the 9x most common views of organizationsin areview of literature from 1770 to the mid-1900's.
The reengineering movement of the 1990's, largely led by Hammer's writings, emphasized the machine
metaphor, and the reductionist approach of breaking down the components and reengineering them into
anew whole. Whestley observesthat "until recently we redly believed that we could study the parts,
no matter how many of them there were, to arrive a knowledge of the whole." (p. 29)

As chaotic systems, organizations will wander and experiment with differing paths, but they will
remain within their hidden boundary — their strange attractor — in order to retain their self-identify.
This boundary isn't imposed from outside, it is present and red within the dynamics of the system.
Viewing asystems strange attractor makes the hidden order discernable. It congsts of information
feeding back on itsdf in iterative processes of unfolding. The behavior of the system is unpredictable
within its boundaries because these feedback loops are nonlinear; amplifying and growing through
iterations until the system explodes and takes off ina new direction from the one in which it was heading.
The system self-organizes around the new environment in which it finds itsdf; never leaving the broad
boundaries of its attractor. Whesetley observesthat "even infinitesmd differences can be far from
inconsequentid.” (p. 121)

Chagtic Characterigtics

The characterigtics of organizations that quaity them as subject to andys's as chaotic systems
are highlighted by Thietart and Forgues (1995). They see organizations as potentialy chaotic amply
because of the number of interacting variablesinvolved in their operation. Changes to these variables
dates offer the organization constant opportunities to bifurcate; to select choices that determineits

future. The permutations of variables and choices makes prediction of an organization's future
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impossible; they behave in ways that can not be predicted. Though unpredictable, the fact that
everyone recognizes a range of organizations as being typica indicates that organizations tend to
gravitate toward one of only moderately many possible states and types. The presence of some hidden
strange attractor can be seen to operate in this gravitation process. During operations, and inevitable
date trangtions, Thietart and Forgues note, organizations typicaly present themsdaves to the world in
fractd forms. However, amilar actions taken in different self-smilar parts of an organization rarely end
in the same result or outcome.

Thietart and Forgues position is that chaos theory must be used to describe organizations
precisely because they virtualy dways exhibit chaotic behavior. There may be other explanations for
such behaviors, but organizationa theorists would be foolish to discount such an obvioustool. Having
made such an assartion though, the chdlenge isin making such atool ussful. Knowing, for example,
that organizations are fractd is only useful if it leads to new knowledge or insght.

Fractds & Leadership

In chaos theory, strange attractors exhibit fracta geometry. While the strange attractor
describes the system, fractals describe the strange attractor. Fractals describe any object or form
created from repeeting patterns that are evident at any chosen levd of detail. Theroot of fractal
geometry isthe sudy of fractiona dimensons (e.g. an infinite length line drawn in afinite space is more
than aone-dimengiond line, and less than atwo-dimensiond plane).

For example, what is the length of the coastline of Greet Britain? The answer varies based on
the length of the measuring device used. An automobile wandering the coastd highways while keeping
the coagtline in Sght will arrive a a different answer than the hiker who walks keeping the coastline

within afew paces. The hiker determinesthat the coastline is quite a bit longer than the driver. A dog
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walking dong the edge of the water would measure alonger distance sill. To the ant, the coadtlineis
many orders-of-magnitude longer than for the driver. The more granular the measuring device, the
longer the result achieved. At the microscopic leve, the coastline approaches an infinite length. It
becomes the infinite line in finite Soace: afractd.

Theideaof self-amilarity in fractas comes from the fact that the driver, hiker, dog, and ant
would observe very smilar geometry. Series of rlaively straight stretches would be punctuated by
rough edged dips and curves, often folding back on themsalves. This geometry would remain consstent
whether the point of view wasthe driver (avery large scale view) or the ant (avery smdl scde view).

Sdf-amilarity in fractals raises questions about what can and can't be objectively measured.
Whestley observes that "fracta's suggest the futility of searching for ever finer measures that concentrate
on separate parts of the system.” (p. 125) the reductionist search is both never-ending, and unsatisfying.
Instead, organizationd agents must learn to recognize fracta occurrences within the organization;
recognizing them as indicative of the presence of a srange attractor within which the organization is
likely to be bound. Attractorsto positive features can be encouraged by strengthening the dimensions
of sdf-amilarity. Negative attractors — those that gppear to bound the system in dysfunctiona or
undesirable characteristics — can be weakened by dtering some of the levels of sdlf-amilarity.

"Organizations that digplay a strong commitment to their values make good use of (the) fractd
creation process.” (p. 129) Rather than depending upon strict compliance to standards and rule-
following, the organization holds dl members accountable to only afew basc principles. Beyond those
basic principles, everyone is free to operate as they choose. Energy is not wasted trying to steer tactica

decisons and activities. Rather, the organization is encouraged to sdf-organize around those few basic
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principles. The organization will be successful and thrive if those principles are the right oné's. This
gives greet power to the smple governing principles embodied in an organization's vison and mission.

With the types of disorder and disequilibrium experienced in many modern organizations today,
it can be difficult to trugt that afew smple guiding principles are sufficient for an organization to renvent
itsdf and sdf-organize. Organizations require leadership that understands and accepts that policies and
procedures, particularly during any criss where management traditionaly increases their use, don't
achieve the types of stabilizing resultsthat are desired. It is arguable whether or not they ever did; but
they clearly do not today. Chaos theory shows us, observes Whestley, that "seemingly chaotic
processes work with smple formulas to create astonishing complexity and capacity.” (p. 131)

L eadership becomes the process of identifying the basic principles and seeing to it thet they are
communicated and understood across the organization. When seeking a strange attractor for an
organization, Whestley suggeststhat very few thingswill serve as guiding principles that can hold an
organization with some limited boundaries during its grown and explodve lifetime. She suggest vaues
and meaning as the concepts that, dthough smple, will hold an organization in check as an attractor is
expected to do in chaos theory. "Maost people cometo their organizations with adesire to do
something meaningful, to contribute and serve.” (p. 132-133) An organizational misson statement that
embodies an organization's values and meaning, as opposed to the fluff that many organizations pass off
as vison and misson satements, will serve as the attractor around which organizations will sdif-
organize. Even when left uncontrolled, individua behaviors will not vary far from the spec created by

such meaning.
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Organizations & Emergent Environments

In chemistry, macroscopic objectsin our real world can be seen to be combined properties of
the interactions among very few smple particle types and forces. In quantum theory furthermore, these
few smple particles and forces are seen as emergent properties of fields of interaction. Whether
something is aparticle, or smple awave of potentidity, depends upon what is viewed and observed.
The same principles are a work in organizations.

Organizations represent order that has emerged from some set of interactions among
organizational components; usudly groups of individuas. Marion (1999) emphasizes the importance of
emergence in the evolution of order. Evolutionary theories predict that desirable order will eventudly
emerge from the combination of random change and natura sdlection; the selection criteriafor
individuas and organizations being different, but none the less definable. To Marion, such aview is
extremdy untenable smply because of the number of permutations of changes that are possiblein most
nontrivia examples. Instead, order is emergent; a free outcome of the operation of complexity theory.
Natura selection becomes a second order affect; something to tune what has emerge. The burden of
cresting order is taken off the back of selective processes dependent upon random exploration. (p. 29-
31)

Saunders and Ho (1994) offer catastrophe theory as an dternative for the role given up by
natura selection. (p. 144-145) They describe sdlf-organization working continuoudy, but given new
materia to work with by the dternating of equilibrium and disequilibrium often associated with versons
of natural selection based on Gould's (1983) punctuated equilibria. (p. 259-260)

Still, thisleaves the question as to whether organizations should be viewed as collections of

individuds into sysems, or as relaionships amnong individuds that result in an emergent sysem?
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Whestley, focusing on quantum andogies, answers. Both! "What is criticd is the relationship between
two or more dements. Systemsinfluence individuds, and individuds cdl forth systems. Itisthe
relationships that evoke the present redity.” (p. 36) The nature and definition of an organization can
only be defined in terms of its interaction with its environment and the relationships that are formed
among its component members as aresult of that interaction.

Marion draws asmilar concluson when discussing irrationdity as akey factor in assuring
emergence of complex order in organizations. (p. 150-151) Simply combining individuas into systems
could create organization, but not the emergent complexity and dynamics that we actualy observein the
organizations around us. That emergent complexity arises precisdy because of the inherent irrationality
of human behaviors. If behaviors were purely rationd, or purely focused on loca optimization of the
individual, most organizations would look very much the same and could be crested by interchanging
amog any available individuads. It isthe performance of actud humans, behaving illogicaly a times,
that dlows a particular order to emerge. The interaction among these ordered yet irrationd behaviors
alows the complexity and richness of our organizationsto further emerge.

Citing Weick's concept of enactment, Whegtley goes on to describes the ways in which the
relaionships between an organization and its environment is self-determined and emergent. The
environment emerges from the organization's interaction with it. "It is co-crested through our acts of
observation, what we choose to notice and worry about.” (p. 37) |If thereis no objective environment,
then our grategies for how we study and understand our environment must shift from the search for the
objective redlity to the exploration of the subjective relationships from which the gpparent environment

emerges.
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An impact that can be seen in thisloss of objectively defined environments is a deemphasis on
planning and control as organizationa tools. Mintzberg (1994) seeks "to characterize planning by the
nature of its process, not itsintended result.” (p. 7) Inlooking at this process, he finds what he believes
is an underlying contradiction in planning, namely, that "the assumption underlying srategic planning is
that analyss will produce synthesis. decomposition of the process of strategy making into a series of
articulated steps, each to be carried out as specified in sequence, will produce integrated strategies.” (.
13) Heemphasizes drategic thinking over srategic planning.

Traditiona strategic planning literature recognizes srategy in two forms. "Intentions thet are fully
redized can be cdled ddiberate Strategies. Those that are not redized can be called unredized
drategies” (p. 24) What typicaly goes unrecognized "is the third case, which (he calls) emergent
drategy, where aredized pattern was not expresdy intended.” (p. 25) Because emergent opportunities
fdl outdde of the forma planning process, and would violate the published plan, key ideas and
opportunities are not only missed, they are actively avoided in the interest of implementing the plan.
These missed opportunities, in hindsight, discredit the entire strategic planning process and profession.

Mintzberg encourages a combination of strategies. Management can "pursue what may be
caled umbrella Strategies: the broad outlines are ddiberate while the details are dlowed to emerge
within them. Thus emergent strategies are not necessarily bad and ddliberate ones good; effective
drategies mix these characteristics in ways that reflect the conditions a hand, notably the ability to
predict as well as the need to react to unexpected events.” (p. 25)

Some of the centrd premises that Mintzberg feds have led to the current negative perception of
drategic planning include: that the "management of strategy can be sharply separated from the

management of operations, and the strategy formation process itsalf can be programmed.” (p. 23) Inan
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argument currently echoed in the qudity literature, Srategic planning isn't something that can be done
separately from line management, it condtitutes the most important part of line management.  If so, the
role of the separate planner, or planning function, is drawn into question. Mintzberg's "contention is that
many of the most important roles played by planners have nothing to do with planning or even plans per
" (p. 361) He offersthree "nonplanning roles of planners. asfinders of srategies, as anays, and as
catalyst." (p. 361)

This cataytic role is congstent with Whestley's perception of leadership as opportunistic and the
environment as emergent. She sees the organization's environment as evoked through the interaction
and engagement of the organizational members with that environment. (p. 38) This doesn't require or
imply that organizations passvey dlow ther environmentsto emerge. Insteed, it provides the identify
and intent of the organization a centrd role in determining the outcomes achieved by the organization.
"Without a clear sense of who they are, and what they are trying to accomplish, organizations get tossed
and turned by shiftsin their environment. No person or organization can be an effective co-creator with
its environment without clarity about who it is intending to become." (p. 39)

Under the quantum model, the organization is an emergent property of web of the many
relationships that exist among its members and environment. To nurture and change the organization,
then, requires affecting that web of relationships; disturbing them enough to cause autopoietic
reorganizetion. The sysem must be free to change itself in order to maintain itsdlf. Thisrequires new
skills that have gained prominence in the management and organizationd literature in the past decade;
skillsinvolving communication, leadership, group and team dynamics, and listening. It requires

organizationd managers to stop trying to change the individuds by changing the organization; and rather,
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work on changing individuas in order to change the organization. It isthe essence of learning
organizations, where learning is taken in amuch broader sense than smply training.

Rd ationships as Hidden Fidds

As found in quantum physics, organizationa change agents attempting such changes will often
encounter non-loca causdity; Stuationsin which affects are seen to be caused by circumstances and
agents usudly consdered too remote from the Stuation to have adirect impact. Whestley explains that
"when we take a step or make a decision, we are tugging at webs of relaionships that are sddom vishble
but dways present.” (p. 42) Such relationships congtitute forces in the environment that have adirect
impact on actions and outcomes.

Physcigs use fieds to explain the dynamics that lay people view asforces. Gravity isafied
that curves spacetime. Two objects will aways be drawn to each other as aresult of such curvature.
We observe the attraction and interpret it in terms of aforce acting on the objects, and call it gravity.
Thefiddisred; the force a useful description to describe itsimpact.  These concepts are no less useful
in describing organizations. The non-loca actions that we observe when we try to change an
organization are adirect result of the reaction of the field created by the web of relationships found
across and throughout the organization. A chadlenge to organizationd theoridts, asto physcids, isto
stop thinking of such afield modd as ametgphor and recognize it as the fundamenta underlying
explanation of organizationd redity. It'snot "asif" organizationd fields existed and affected outcomes.
They actudly exist and must be reckoned with.

Fidds & Chaos

In aweb of relationships describable as a chaotic fidd, loca action will bear no direct

relationship to the location or Size of any result action impacts. From a Newtonian perspective, the
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actions of an individua can seem too smdll to affect an entire large system. At bet, it will be hoped that
individua actionswill collective or incrementally add up to a desired organizationd impact. Newton's
cause and effect world of forces required agreat ded of energy to get a ill object moving, or amoving
object sill. Change required forces and effort to overcome inertia

The quantum view of fields alows for more direct impact. Whestley observes that "changesin
smdl places dso affect the globa system, not through incrementalism, but because every smdl system
participates in an unbroken wholeness” (p. 45) One can have difficulty predicting how an individua
action my perturb and change the entire syssem.  Recognizing this, organizationd agents must learn to
be aware of the entire system and stop trying to make change local and incremental.

Sdf-organization Around Mission

Organizations often attempt such local and incrementa change because they desire not to
wander to far from their current or target Sate of equilibrium. Management fears a breakdown of
order, and concomitant loss of contral, if too much disequilibrium is dlowed into the organization.

In thermodynamics, equilibrium isthe end Sate of an evolving closed system. A system reaches
equilibrium when dl of its energy is exhausted and no further change or action ispossible. A rdatively
inert system can temporarily prevent further disspation and so prolong its overdl life. Finaly though,
because such dtatis cannot be maintained forever, it's productive capacity has been disspated as useless
entropy. In such aworld, organizations undergoing change disspate some of their energy. Assuch,
organizations prefer stability over change and atempt to maintain momentary statis aslong as possible;
meaking changes of only limited and loca scope. Whegtley comments that "any form of sadsis

preferable to the known future of deterioration.” (p. 77)
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As organizations have followed the machine paradigm, they have generdly held this view that
changeisbad, or at least should be limited and dow. Whestley observes that "it is both sad and ironic
that we have treated organizations like machines, acting as though they were dead when al thistime
they've been living, open systems capable of sdf-renewd.” (p. 77) Living systems do not seek
equilibrium astheir end god. As open systems, they continuoudy import energy from, and export
entropy to, their environment.

A living open system that isn't changing isdying. As such, an organization's view toward change
must itself undergo change as the machine paradigm is let go. The controlling negative feedback 1oops
built into the organization give way to enabling reinforcing positive feedback loops; where smdll
perturbations in the organizationd fidd can be amplified and communicated throughout the organization.
As such amplification takes place, information increases and disturbancesin the fidld actualy grow.
"The system, unable to ded with so much new and intensfying information, is being asked to change.”
(p- 79) Thefocus of andyds mugt shift from system structure to system dynamics.

Disturbances cregte disequilibrium in thelocd stasis. This disequilibrium reaches a threshold
where the system reorganizes — self-organizes — around the newly revised field. Rather than being
seen to deteriorate, such systems are viewed as dissipative structures, structures that give up thelr
current form to reorganize in anew form. Whestley describes such dissipative structures as "sysems
possesy(ing) the ahility to reorganize themsdaves to ded with new information.” (p. 80) They are
adaptive and reslient; their Sructure depending upon the dynamics of the fidds in which they are

embedded.
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Vison & Misson

Whestley observesthat agreet ded of attention is being paid in the management literature today
to the idess of vison, misson, and the cultures derived from these congtructs. "We see their effects on
organizationd vitality, even if we can't define why they are such potent forces" (p. 14) She describes
the notion that mission and vision serve as fields that occupy the goace of an organization and influence
behavior. Physics usesfidd dynamicsto explain dl of the forces of nature; so it's not unreasonable to
use fidds to attempt to explain the dynamic forces that drive complex organizationd behaviors.
Whestley observes that the concepts of vision, misson, and culture represent qualities that are seenin
the behavior of the organization, and yet are doesn't actudly exist independent of those behaviors. (p.
54) Such qudlities condtitute unseen forces that permeste the organization and directly affect its
behaviors, fiddds. We can never see these fidds directly, but we can observe their affects continuoudy.

Once organizationa change agents choose to adopt a field-based view of their organizations,
different questions and tools emerge. Whestley asks about what messages permeste the organizationd,
and how such messages serve as afield that affects behavior. (p. 54) Messagesthat are consstent and
supportive of each other might be seen to strengthen the field; while contradictory or opposing messages
might serve to cause the fidld to interfere with itsalf, canceling out desired behaviors.  Therole of leader
might be one of building and sending clear and consstent messages acrossthefield. The strong
congruent field influences behavior in a consstent and pogtive direction. Because the field permesates
the organization, the leader creating such messages can be anywhere and in any postion. Leadership
becomes an ability to postively perturb the field, not an organizationa position.

If vison, which Whestley sees as " organizationd clarity about purpose and direction,” (p. 55) is

to be viewed as afidd, then what are the implications for organizations? Traditiondly many have
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viewed visons as destinations, and the act of creating avison as one of choosing some destination in the
future. There exigsabdief that defining such a destination helps cregte a pulling that helps pull the
organization toward that future. But asafidd, the vison serves as an influence in the forces of the
present. It isnot adestination, but a"congruency intheair." (Whestley, p. 55) If that message
permeetes the entire fidd of the organization, it will serve as avitd force affecting dl individudsin the
organization. The visonary message becomes a conceptua control in, not over, the organization.
Whestley assertsthat "if we understand ideas ared forcesin the organization, asfields, ... we havea
better image for understanding why concepts control aswell asthey do." (p. 57)

Sdf-organizing Behaviors

Under the field-based modd, organizationd agents should seek to assure the dlarity of the
messages in the organization. They must open up the sharing of information and make sure that dl
stakeholders have access to the vison and mission. "Vison statements move off the wals and into the
corridors, seeking out every employee, every recessin the organization.” (p. 57) Asareault, a powerful
field develops, and the organi zation salf-organizes around it.

Information and messages move fredly over the fieldsinherent in the organization. If messages
aren't overtly controlled, they will be interpreted fredy and differently by different sakeholdersin the
organization and environment. Instead of filtering and interpreting messages for people, leaders dlow
multiple and diverse interpretations to emerge from the different perspectives of the widdy differing
people in the organization. These diverse responses offer the organization awider range of possble
responses to every Stuation and perturbation. Whestley observes that "an organization rich with many
interpretations develops awiser sense of what is going on and what needsto be done. Such

organizations become more intelligent.” (p. 67)
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In such organizations, information is actively sought by al stakeholders, "and then it must
circulate fredy so that many people can interpret it.”" (p. 83) the organization seeks information that will
perturbit. "It is deliberatdly looking for information that might thresten its stability, knock it off baance,
and open it to growth." (p. 83) To the extent that the organization is consdered stable, such gability
"comes from a degpening center, a clarity about who it is, what it needs, and what is required to survive
inits environment." (p. 83) The system develops salf-knowledge, and self-organizes around that
knowledge.

Whestley describes saverd settings in which she and colleagues actively chose to begin bringing
together the whole system "to assess a degper system'sintelligence.” (p. 47) She describes a process
for creeting participative events in which stakeholders in an organization come together in order to
creste or define change in their own organization.  The joint participation of so many perspectives
created a synergy that strengthens the outputs and buy-in of the process among stakeholders. "The
miraculous enters in as the diversity of the group codesces into a complex but unified vison of what they
want to create together.” (p. 68) Participants share a strong emotional commitment to the outcomes of
such sessions. "Rather than basing agreements on the lowest common denominator, the whole system
that is present a the conference has sdf-organized into anew cregtion, a unified body that sets new and
chdlenging directions for itsdlf." (p. 105) Although they soend their time largely Sitting around talking,
they come away exhausted.

These sessions take advantage of the quantum aspects of organizations; that the organizations
are comprised of the relationships in which their component members participate. Relaionships are

primary, with nothing existing independent of those relationships. Whestley points out thet, in physics,
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"particles are described as atendency to participate in various reactions. ... The result isan intriguing
network of interactions, a structure of processes and potentid relaionships™ (p. 71)

Individudsin organizations exist as Smilar sets of potentidities. They should not be though of as
playersin arole or task; but as participants in the complex web of relaionsthat exist across the
organization. To Whestley, "hierarchy and power are not what is important, what's criticd isthe
avallability of placesfor the exchange of energy.” (p. 72) In addition to roles and tasks, one contributes
to the entire organization through the exchange of energy. Such organizations — quantum organizations
— focus on relaionships and process, "organizations that work[] more effectively in this relaiond
universe" (p. 72)

Organization that carry aclear sense of identify and purpose in their vison and mission
gatements become less vulnerable to their environments. It's not that the organizations don't change.
Rather, the organizations exhibit a stability over time precisdly because the myriad loca changes and
perturbations are congstent with its salf-image and salf-knowledge. Whestley clamsthat "effective sdif-
organization is supported by two critical eements. a clear sense of identify, and freedom.” (p. 87)
When people with strong sdlf-knowledge are empowered to make their own decisons, the organization
is more orderly even though less controlled. "Sef-reference will be a work, but otherwise the system
has no predetermined course” (p. 88) A smdl perturbation or disequilibrium may have no affect, or it
may trigger catastrophic and dragtic change that leaves few untouched. If left done, the system will sdif-
referentially grow and co-evolve with its environment. "The attempt to manage for stability and to
enforce an unnaturd equilibrium aways leads to far-reaching destruction.” (p. 89)

Thomas (1997) goes s0 far asto clam that the key competency that will dlow organizations to

thrive in the future is the ability to make a commitment to a shared vison and mission as the context for
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reformulating the organization asawhole. (p. 336) Vison and misson, then, aren't just static
definitions, but the core enables of organizationa change.

Organizationd Change

Chaos and complexity theories point toward organi zations being stronger and better adapted to
their environments when strong interna networks or fields combine with a strong sense of identify and
purpose. These factors combine to form a strong system attractor dong with postive feedback that
dlows the system to experiment and self-organize within the boundaries of its atractor. This viewpoint
has implications for organizationa change.

Whestley observes that "if asystem isin trouble, it can be restored to health by connecting it to
more of itsdf.” (p. 145) Morerdationshipsin its field equates to a stronger system. The process of a
system learning about itself from its own field network resultsin change. She focuses on three criticd
aressin driving such change: 1) connecting people to the fundamentd identify to the organization, 2)
connecting people to new information beyond that which is dready available to them, and 3) developing
new relationships amnong people who are not yet in interaction. Driving any of these areas resultsin
organizationd change. "Asasystem inquires into these three domains of identify, information, and
relationships, it becomes more sdf-aware.” (p. 146) Processes that support participative problem-
solving and self-managed teams promote dl three dimensions, and are seen by Whestley as strong
avenues for promoting change; regardless of the desired area or scope of change.

For individuds, change involves a process of sdf-reference. We change only if the change
promotes and supports who we are; and vision and mission help clarify these things and so promote
effective change. People and groups explore who they are as they consder change. Whestley

observes that "people need to explore an issue sufficiently to decide whether new meaning is
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available and desirable.” (p. 148, emphassin origind) Rather than formd and specific
recommendations, a change agent needs to supply a variety of changed meanings that can be discussed
and debated by stakeholders. Different playerswill interpret and respond to those meaning differently.
The organization's fidld will perturb and react to the new meanings. "As we engage in this process of
exploring diverse interpretations and learning to observe our patterns, oftentimes we discover aunifying
energy that makes the work of change possible” (p. 149) Such an attractor needs to be incorporated
into the organizations sdf-image; its vison and mission.

The next section combines these notions of complexity and change with the earlier discussion of
the nonprofit sector and its apparent structures. 1t explore the dynamics of socia sector needs for

change that set the stage for the final gpplication section of this KAM.
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Chapter 4
Dynamicsin the Socid Sector
This section maps the structura definition of nonprofit organizations presented in the second
chapter to the generd structura discussion of organizations presented in the breadth component of this
KAM. The nonprofit structurd definition uses severd of the dimensionslaid out in that breadth
discussion, leaving other generd dimensions to explain the variability and diversty of organizations
actualy encountered in the nonprofit sector.

Organizationd Dimensons

These varidble dimensions provide a solution space in which the dynamics of chaos and sdlf-
organization presented in the prior chapter creete the rich complexity and robustness of nonprofit
organizations actudly encountered throughout the sector.  The structurd definition of nonprofits
condrains afew of the dimensons, while leaving the mgority free to vary and provide for differences
observed in actud organizations. To the extent that one or more of these variable dimensions exhibit
nonlinear or self-organizing behaviors, the opportunities for richness in organizations encountered in the
redl world increases dramatically.

Structurd Dimendgons

The structurd definition of nonprofit organizations (see p. 57) developed by the Johns Hopkins
Nonprofit Sector Project (Sdamon & Anheier, 1992a) focused attention on five key dimensions that
delineste organizations in the nonprofit sector from others: 1) the formdity of the organization's
existence, 2) their private nature as opposed to having strong ties to government or particular

businesses, 3) the retention and reinvestment of excess revenues or profits, 4) their independence
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through self-governing bodies, and 5) their dependence on volunteerism for their existence and
operation.

Severd of the sructurd dimengions for organizations outlined in the breadth component map, in
whole or in part, to these five dimengons. Daft's (1992) focus on formaization as an initid structura
conditionisan exact pardld. Also, the self-governing requirement of the definition impacts Daft's
hierarchy of authority dimension because it congtrains the options available a the top of the hierarchy.
Nonprofit boards for the top of the organizationa hierarchy provide tiesto other organizations and
sectors based on their persond backgrounds and involvement; but the congtraint that nonprofits be
private enterprises limits what those relationships can be and how strongly they can impact board
member roles within the nonprofits. In addition, the emphasis on volunteerism throughout the hierarchy
impacts Mintzberg's (1979) dimensions for unit grouping, in which the chain of command that
determines the activities that can be grouped in throughout the organization, and unit Size, in which span
of control and mutudity are issues.

Daft's professondism dimension, in which he focuses on the education and training of
organizationa members, isimpacted by the dependence of nonprofits on volunteeriam. Likewise, his
personnd ratio dimension, in which the digtribution of people into functions represents a key structurd
aspect of the organization, will be impacted by the same volunteerism and potentid lack of
professondism among the body of volunteers available.  As Déft's professondism declines and
volunteerism increases, Mintzberg's dimensions for unit grouping and Sze become more important in
determining how the nonprofit organization will operate.

Mintzberg aso offers the form of liaison devices used in the organization as a key structurd

characterigtic of the organization itsalf. Nonprofits constrained to private independent self-governance



Core KAM 3 - Depth 92

relying heavily on volunteerism will place unique sector-specific demand on liaison functions within the
organization and with other organizations. The expected lack of professondism throughout the
organization hierarchy will result in planning and communication breakdowns that will force levels of
horizontal and vertical decentrdization — two of Mintzberg's key structurd dimensions— that might
actualy be accidentad or unintended.

Contextud Dimendons

In addition to the structurd dimensions discussed in the breadth component, severa contextua
dimensions were presented. These contextud dimensions dedlt with the interaction between the
organization and the various environmental and conceptua contexts within each interacts. Sdamon and
Anheer's sructurd modd for nonprofits directly impacts two of the context dimensions that were
discussed.

The congraint that nonprofits not distribute profits to owners places a direct limitation on the
variability of Daft's (1992) goas and strategy dimension. While even business organizations have goas
beyond profit-seeking, to the extent that nonprofits can't, by definition, seek profits as aprimary godls,
the other goal's encountered and strategies saected take on greater importance and impact in the
nonprofit sector.

Mintzberg's (1979) power contextuad dimension isdirectly impacted by the private and sdif-
governing restrictions placed on nonprofit organizations by the structurd definition. To the extent that
this power dimension is defined by Mintzberg as demands from externa controls (p. 290), the
requirement that nonprofits be independent and private places congtrains on where such demands can
be expected to originate. In fact, the requirement that nonprofits emphasize voluntary components will

be expected to place much of the power that might have been expected in the business sector to rest on
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ownersin the hand of the volunteers. If volunteersin the nonprofit sector are viewed as andogous to
employees in the business sector, then such ashift in power makes the nonprofit sector fundamentally
different than the business sector; even for organizations in each sector serving Smilar purposes.

Nonprofit Organizations

The chapter on organization theory in the breadth component closed with adiscussion of
variablesin the andyss of organizations. Structurd dimensions were indicated to serve as dependent
variables, and dimensons that define an organization's context were indicated to serve as independent
variables.

In sudying organizations, the actud structure of any particular organization (dependent
variables) is contingent upon the context in which it occurs and operates (independent variables).
Conddering such amode using the dimensons discussed above; gods and power are the Sgnificant
independent variables constrained by the structura definition of the nonprofit sector. All nonprofit
organizations will share these contextua congraints.

The breadth section aso closed by outlining Mintzberg's (1979) four intermediate variables that
mediate between these independent and dependent dimensions: 1) work comprehensibility, 2) work
predictability, 3) work diversity, and 4) response speed required. (p. 221-223) None of these four
intermediate variables are impacted or constrained by the definition of the nonprofit sector usng the
Sructurd viewpoint.

The dependent structural dimensions are constrained or limited as discussed above. Nonprofit
organizations will present themsdves within a narrower range of formdiam, hierarchy, professondiam,
personnd ratios, groupings, Sze, and liaison drivers than organizations otherwise widely and generdly

described by the dimensions outlined in the breadth component.
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The study of nonprofit organizations under the structura definition becomes a subset of the
sudy of organizations generdly. Study is limited to organizations that: 1) have been appropriatdy
limited in independent dimensons according to the structurd definition of nonprafits, 2) are mediated by
factorsthat bridge context to structure, and 3) that result in organizations that continue to conform to the
gructurd definition of nonprofits after such mediation. Organizations that conform to (1) but not (3) are
not nonprofit organizations, even though they originated from a nonprofit-consstent contextua scenario.

While the structurd definition of nonprofit organizations congrains severd of the dependent and
independent variables available for study, it actudly leaves the mgority of the dimensions presented in
the breadth component untouched. Thisis an indication that nonprofit organizations can beincluded in
many studies and discussions of organizations generdly when the dimensions of interest are other than
those few congtrained by the structurd definition.

Nonlinear Dynamics

The independent and dependent dimensions of organizations described above represent an
open system subject to the dynamics described in the previous chapter.  Chaos theory anticipates that
such apen systems will be observed to carry out self-organizing behaviors and embody self-amilar
structures describable as fractals.

Whestley's (1999) discusson of vison and mission as the few guiding principles around which
such organizations will sdf-organizeis likely characteristic of most organizations, but the emphasisin the
nonprofit sector on gods and strategies as the key defining independent variable enhances the power of
this chaotic modd. Organizationsin the business and government sectors will be expected to exhibit
amilar affects, but the quantitative nature of profit-driven activitiesis likely to reduce the effects.

Because the vison and misson play such a predominant role in defining explicitly nonprofit
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characteristics, one might expect these effects to be more pronounced for nonprofit organizations. In
other words, the sdlf-organization around misson will ssem more impactful in the nonprofit sector than
in others. Thismight be rationalized because of the smple emphasis on accounting profitsin the
business sector, and on bureaucratic controls in the government sectors. Further research isrequired to
determine the viability of such a conjecture.

Likewise, Mintzberg (1979) predicted that organizations need to alow for emergent properties
of thelr environments as they salf-organize around these few guiding principles; dlowing for "redized
patterns not expresdy intended.” (p. 25) Whestley's discussion of relationships anong stakeholders as
hidden force fields guiding the organization might work to further explain such emergence. If individuas
sdlf-organize around the few basic ideas represented by the organization's vison and misson, and that
vison and misson are clearly articulated and communicated, one should observe such emergent
organizationd dructures in the organization.

Anderson's (1999) discussion of catastrophe theory indicates thet the variation in vison and
mission input can be extremdy smdl and yet give way to sSgnificant differences across organizations.  If
reinforced by feedback loops; Bate, Khan, and Pye (2000) indicate that the open system will continue
to behave as an adaptive system; matching its complexity with the complexity of its environment.

These effects are unlikdy to be unique to the nonprofit sector.  Anheler and Seibel (1990) note
that nonprofit organizations can exaggerate aspects of organizations that are common across dl types of
organizations, while the overwhelming priority of the profit-motive in the busness sector can hide some
of the expected effects. In that light, sudy of the nonprofit sector will help in understanding the sector;
while possbly informing on organizationsin generd through extrgpolation to other sectors. Nonprofits,

then, can serve as alaboratory for modeling and understanding dl organizations. The depth component
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of thisKAM seeks to explore such modeling for a smal set of specific nonprofit change-related
interventions that have dready occurred, and that can provide alens to evauate the efficacy of the ideas
presented above.

Socia Sector

As afootnote to this discussion of nonprofit organizations, Drucker notes that organi zationd
theorists do a great disservice to the organizations being discussed, and their purposes, by continuing to
refer to the sector as the nonprofit sector; or not-for-profit sector. He laments that the definition of a
sector that accounts for roughly one-third of the world's economy should be defined by what it isnt,
rather than by what it is. (personad communication, November 8, 1993).

Drucker (1990) attempts to place nonprofits into perspective by chalenging our traditiond
notion of the nonprofit organization. Rather than a negative definition (e.g. not-for-profit) Drucker seeks
to define what a nonprofit organization actudly is. Businesses supply goods and services, giving a clear
positive definition of the business sector. Government furnishes controls. "A business has discharged its
task when the customer buys the product, pays for it, and is satisfied with it. Government has
discharged its function when its policies are effective.” (p. 30)

A nonprofit organization isn't described by the business or government models. "It's ‘product’ is
neither apair of shoes nor an effective regulation. Its product is achanged human being." (p. 32,
emphassin origina) 1n October 1990, Drucker and severd of his colleagues, announced the formation
of the Peter F. Drucker Foundation for Nonprofit Management; the mission of which is"to lead socid
sector organizations toward excellence in performance”  The Foundation places emphasis on working
in the "socid sector,” changing individuas in ways not obvious to organizationa consultants who are

focusing on the nonprofit sector. Most of the literature has not adopted the use of social sector
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terminology; and so this note is offered as a cdlosing comment on the direction in which future literature
and research is expected to move. Materias and guidance from the Drucker Foundation were

instrumentd in the cases offered in the gpplication component below.
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Chapter 1
Introduction

Ahrne (1994) has noted that there has been very little research conducted on decision-making
in nonprofit associations. (p. 68) The depth component of this KAM developed a framework within
which such decison-making can be viewed. That modd indicated that nonprofit organizations can, in
most respects, be viewed and understood using traditiona or general organization theories. However,
there were a'so sufficiently unique aspects of nonprofitsto judtify treating them as an isolated subject for
sudy. The structurd definition of nonprofits provides measurable criteriafor andyzing and categorizing
their actions and behaviors that might be predictive of their successes or failuresin attempting
organizationd change.

Objectives

This gpplication component explores the viability and usefulness of that modd using a smdl
collection of case studies from my own experience as examples against which aspects of the model can
be compared.

Specific gpplication objectives are:

1. Compare and contrast the above KAM results with my actua experiences as a Srategic
change agent for the Nationd Space Society in the early 1990's; discovering various explanations, using
the organizational and systems framework developed above, that illuminate my positive and negative
experiences during that NSS tenure.

2. Compare and contrast the above KAM results with my actual experiences as a strategic

change agent for the Shriners Hospitas in middle 1990's; discovering various explanations, using the
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organizationa and systems framework developed above, that illuminate my positive and negetive
experiences during that Shriners tenure.

3. Compare and contrast the above KAM results with my actual experiences as a strategic
change agent for the Software Divison of the American Society for Qudity in the late 1990's;
discovering various explanations, using the organizationa and systems framework developed above, that
illuminate my positive and negative experiences during that ASQ tenure.

To the extent that such comparisons are illuminating, it would indicate that further controlled
research is desirable into the structure and characteristics of the structurd definition mode.

Methods

Each of the casesincluded in this gpplication component were actud interventions thet |
personaly conducted. They were initiated and completed, in their entirety, prior to beginning work on
thisKAM. Assuch, they are opportunistic. Rather than arandom sample of organizations, they
explicitly represent organizations in which | was dready involved, and so share characteristics based on
my persond interests and inclinations as a volunteer.

Likewise, | have no formd training or expertise in the disciplines used during these activities. |
was driven more by my passion and interest in the missions of the organizations involved than by any
procedurd formaism. Asasdf-taught volunteer though, | conducted persona research into techniques
in the planning arena in which | was atempting to help. Overdl, my volunteering was aided by readings
related to Action Training & Research, Future Search Conferences, and materials from the Drucker

Foundation for Nonprofit Managemen.
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Action Training & Research

Bruce and Wyman (1998) describe the Action Training & Research (AT&R) approach to
fostering and managing participatory organizational change developed by Nedy Gardner in the Nationd
Training and Development Servicein the 1970's. AT& R takes afacilitative approach to working with
organizations that is highly focused on change, is organic in the sense that change emerges from the
AT&R process rather than being driven by it, and it is collaborative. Working with organizations using
the AT& R agpproach involves working extensively with people throughout the entire organization. It
Juxtaposes management-centered change with participatory-driven change. It presumes that
organizations don't change; only the individuds in them do; echoing the idea that individuds can sdif-
organize around relaively few basic principles and ideas when collaboratively and genuinely produced.

A change agent working with the AT& R process gpproaches an intervention using atwo-
phased approach (Table 6) that involves research into the culture and problems of the organization

followed by helping the organizationa stakeholders take action to implement change.
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Table 11 - AT&R Two-phase Cycle

Research Phase

18. Orientation

19. Contract-Compact for Learning

20. Reconnaissance

21. Problem & Opportunity Identification
22. Aspiraions

23. Andyssfor Strategic Action Options
Action Phase

24. Experiment

25. Tedt Results Andlysis

26. Program Design

27. Implementation

28. Program Evauation

29. Recycle
Note: Adapted from Bruce & Wyman (1998) (p. 21)

Asagrassroots volunteer, | typicaly found that the orientation stage of AT& R wasimplicitin
my involvement in the organization. Also, while | often worked with high-leve gaff within these
organizations, | was not persondly involved in the implementation steps that came out of these
interventions. My involvement typically concluded during the program design stage of activities.

Future Search Conferences

Weisbord (1993) and Weisbord and Janoff (1995) describe the concepts and processes that
they have developed for conducting Future Search Conferences in which al of the stakeholders of an
organization are brought together for atwo or three day retreet to identify and explore their collective
future. The emphasis of their processisto get the entire system into a single room together and then
explore globa issues and trends that might affect their organization before focusing more narrowly on

the future of the organization. Centra to their gpproach is the development of common ground among



Core KAM 3 - Application 5

dakeholders. All participants must buy-in to the results even if it means that only narrower or more

limited results are possible.

Table 12 - Search Conference Process (Weisbord, 1993)

World Trends

Trends That Affect X
The Evolution of X
The Future Design of X

o > W NP

Strategies

None of the cases described below explicitly used the future search format; but al were highly
informed by the process and its values. The bringing together of al stakeholders to explore common
ground is an gpproach that has even spilled over into my professional practice as a software enginesr.
Where the traditiond gpproach in the information technology field is to bring together smdl groups of 8-
12 people to conduct requirement sessions, | have more commonly started bring together much greater
numbers — sometimes hundreds of people — and found that the results and buy-in achieved are
extraordinary. Jacobs (1994) describes a similar capability and trend toward large-group interventions
in the business sector.

Drucker Foundation

The Drucker Foundation for Nonprofit Management offers a self-assessment planning process
for dtrategic change. (Rossum, 1993) It is centered around asking five key questions (Table 13) that
help define the misson of an organization through a definition of its cusomers, and the vaues that those

customers hold.
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Table 13 - Drucker Foundation Strategic Questions (Rossum, 1993)

What is our business (mission)?

Who is our customer?

Wheat does the customer consider value?
What have been our results?

What is our plan?

o > W NP

These questions, and the workbook format and structure in which the Drucker Foundation
provided them, provided the centerpiece to the methods using in these case studies. The questions aso
dign strongly with the perspective taken by individuasin my profession; quality management. Although
| am a software engineering quality speciaigt, the Drucker concepts mapped well to my professiond
kills, dlowing me to draw upon alarger reserve of persona competencies and experiences.

Case Studies

Stephen R. Covey (1989) speaks of defining dl of the roles that one plays and then working to
assure that time is spent appropriately acrossthoseroles.  Creating my own business back in 1988
provided me with the discretionary time needed to pursue non-businessroles. My persona misson
statement included working to make society better through volunteering and activism. But once | had
the time and resources to make some kind of contribution to society, what would my rolesbe? What
could | spend my time doing if | wanted to fulfill my misson? What activities were important to assuring
maximum opportunitiesin the world of the future? And of dl the possibilities, which oneswould mesh
well with my skills and interests?

| believe that opportunities for everyone will be severdly limited in the future if something isn't

done to better support our globa environment. | believe that disarmament and an end to arms
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proliferation are necessary to assure future opportunities. | believe that science can lead to expanded
opportunities for new and exciting lifestyle choicesin space and under the sea. | believe that people
must maintain and expand their civil liberties to take advantage of dl of these things. And | believe that
everyone needs to be better educated in the ideas and disciplines needed to thrive in this exciting world
of the future,

Over the past ten years, |’ ve spent consderable time experimenting with rolesthat | could play
in these areasin order to fulfill my persond misson. In order to leverage my time, I’ ve become active in
numerous nonprofit organizations and societies that target my areas of interest and supplement my
avallable expertise and resources.  With my consulting background, and experience in business
drategic planning, | have often gravitated toward volunteer positions within many of these nonprofits
oriented toward strategic planning at grass-root and organizationa levels.

Basaed on my experiences in these organizations, | am able to present severd of my interventions
here. Miles & Huberman (1994) explain therole of case andyds. "One am of sudying multiple casesis
to increase generdizability, reassuring yourself that the events and processes in one well-described
Setting are not wholly idiosyncratic. At adeeper level, the aim isto see processes and outcomes across
many cases, to understand how they are qudified by locd conditions, and thus to develop more
sophigticated descriptions and more powerful explanations.” (p 172) The case sudies outlined in this
gpplication component are adirect result of my own activities, and hopefully will lead to those
explanaions.

1. Nationd Space Society. | served asavolunteer strategic planning facilitator for the Society

during its activities leading up to the organization's twentieth anniversary in 1995.
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2. Shriners Hospitd. | work as avolunteer in the adminigrative function at the hospitd in
Tampa, Horida, and was invited to facilitate planning sessions after getting to know the Executive
Director through ad hoc interactions during my volunteer duties.

3. ASQ Software Divison. | served as strategic planning chairperson in the Divison's executive
council from 1994-1998.

My entry into the AMDS program at Walden in 1999 was a direct result of experienceslike
these, and my desire to do broader and deeper work in the socia sector in the future. The socid

activism aspect of Walden's vison connected with my desire to do more.
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Chapter 2
Case Study: National Space Society

NSS Background

The Nationd Space Society was formed in 1975 by the merger of the Washington, DC based
Nationd Space Indtitute, and the Houston, Texas based L5 Society. The Society is a grass-roots
organization dedicated to "creating a spacefaring civilization." It holds an annud conference for space
enthusiasts and published a monthly megazine, Ad Astra, as a member benefit to its 25,000 members.

Operationally the Society runs under afederdized sructure. Thereisanationa organization,
based in Washington, with asmall professond staff and Board of Directors. There are dso thirty
regiond or locd chapters that operate independently of the nationa body through the world. Chapters
are only nominally associated with the nationa body. Control is arms length; which is sufficient except in
times of crigs.

Alignment with Sructurd Definition

The Nationd Space Society clearly fits the five dimensions of the ructurd definition of a
nonprofit organization established in the depth component. The Society isformd; alegdly incorporated
nonprofit organization operating in the Didtrict of Columbia. It operates privatdy; recaiving no
government funding and having only liaison attachmentsto NASA. There are no profits to digtribute;
the annua operating budget typicaly expending more than 95% of member dues collected. The Society
is self-governed by an elected grass-roots Board of Directors and Board of Governors; and is amost
completely operated at the nationd and loca chapter levels by volunteers. There are gpproximately

25,000 voluntary members, the mgority of whom are amply payers of dues, and a minority (around 5%
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in 2000) actively volunteer at the locd level. The central staff of professond managers and
adminigrators conggts of only a handful of individuds (3x as of 2000).

Action Intervention

My activities in the Society passed through a series of levelsin the organization. It Sarted
through my membership initslocal Orlando, FHorida chapter in 1991. | had been amember of the
Society for years, but my involvement was limited then to paying annua dues and receiving the bi-
monthly magazine. At thelocad chapter leve, | garted attending monthly meetings and getting mysdlf
more involved in chapter activities and outreach programs.

During late 1992, | conducted a series of strategic planning meetings for the loca chapter
membersin Orlando. The process used was based on pre-release version of the question-based
technique being developed by Rossum (1993) at the Drucker Foundation. Results were extremely
positive; enough o that | was asked to run asmilar set of workshops for other Society chapters at the
Society's nationa conference in Huntsville, Alabama, in May 1993. | ran those sessons and, at that
time, the process | was using caught the attention of Society members ective at the level of the Board of
Directors. | was asked to offer a presentation on the methodology at the Board of Directors meeting in
Washington, DC, in December 1993.

At the request of the Board's Executive Council at that presentation, | planned and scheduled a
group strategic planning retreat to be held by spring 1994; early enough to result in action items that
could be effectively pursued by board members before their annual meeting and convention at the end
of May 1994. The sesson was held at the Coolfont Resort in Berkeley Springs, West Virginiaon the

weekend of March 4-6, 1994. The objectives of the retreat were:
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1) To establish aconstancy of purpose for the Nationa Space Society through development of
amission-focused perspective on our programs and processes.

2) To begin to use their misson-focused perspective to guide our long-term and short-term
decison making and action planning.

3) To plan someinitia actions that would be required during 1994 to improve the operating
focus of the NSS, including communicating their new perspectives to Chapters.

Twenty-four people from throughout the Society participated in this intensve three-day planning
sesson.  Key participants included the Chairman of the Board, Buzz Aldrin; Presdent, Charlie Walker;
Executive Director, Lori Garver; Executive Vice Presdent and Chair of the Policy Committeg, Glenn
Reynolds; and Program Director, David Brandt. Other Board members represented the various
regiond chapters and national committees of the society.

All participants recelved a copy of the How To Assess Y our Nonprofit Organization With Peter

Drucker's Five Most Important Questions (Rossum, 1993) workbook from the Drucker Foundation in

advance as session pre-work assgnment. The three-day agenda, aso distributed in advance, was built
around the five questions in that workbook (see Table 13 on p. 6).

The retreat was a success, meeting or exceeding participant expectations, and resulting in anew
st of vison and misson satements for the Society. At the Toronto meeting in May, these new
statements were presented to the Society membership and gpproved for incorporation into the Society
by-laws. | facilitated additiond sessons at that time to develop specific Society medium-term gods;
something that had never been done within the Society up to that time. | spent the last months of my
involvement documenting and communicating the results of these activities to the Society membership.

(Biehl, 1995)
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Reaults & Aftermath

The mogt sgnificant thing to come out of the Society's Strategic planning was anew clarity and
direction for the Society with respect to its vison and misson. For dmost twenty years, the phrase
"creating a spacefaring civilization” had served as both vison and misson for the Society. The statement
carried emotiona gpped for dl stakeholders, but was ambiguous enough that it had dways faled to
inspire or guide any specific actions. Virtudly any pro-goace individua could agree with the satement,
and yet gill have no idea what the Society was redlly about.

Asareault of thisintervention, the Society plit and rewrote its vison and misson Satements.
The new vison was "People living and working in thriving communities beyond the Earth," and the new
mission statement was "to promote change in socid, technical, economic, and poalitical conditions to
advance the day when people will live and work in space”  The two separate statements were related,
yet different. The vison was a statement of how the world would be in the future; the mission was how
the organization would contribute to that future. These statements support Drucker's (1990) contention
that the vison and misson must be related yet distinct. Each serves adifferent purpose. The origind
vison of creating a spacefaring civilization was retained as a Society sound bite.

An immediate impact in the Society was that the reduction of ambiguity in the vison and mission
actualy surfaced frictions and tensons that had dways existed within the organization but that had been
hidden behind the ambiguity of the vison sound bite. These frictions originated back in the origina
merger that had created the Society. A fundamentd difference between the two organizations that had
merged to form the Nationa Space Society had been timeframes.

The Nationd Space Ingtitute congtituents were very interested in the eventua movement of

humanity into space. Congtituents from the old L5 Society were committed to actudly persondly living
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in space. The much used phrase was "in our lifetime” The origind intent of the L5 Society had been to
actudly convene a meeting of members on board a mgor occupied space station and disband the
organization. The new Society vison and misson were much more aigned with the eventua movement
into space; making L5-holdovers uncomfortable. They objected to what they percaeived asa
fundamentd shift in the Society's purpose. The problem had been latent in the organization for dmost
twenty years, and only now surfaced as the more explicit vison and misson were articulated.

For the most part, these frictions eased over the next couple of years. L5-holdovers gradudly
admitted that there was little possibility that they were ever going to persondly live in space. Many
werein ther lae 50s. The Society's vison and mission had nothing to do with the eventud redlization
that they were not going to get into space themselves.  The Houston NSS chapter though — the home
territory for the origina L5 Society — actudly ceded from the Nationad Space Society; unable to come
to terms with the Society's newly stated postions.

The reduced ambiguity had two mgor affects within the Society in the coming years. Firg, the
mission satement clearly articulated the types of things that the Society should be working toward.
New committees, task forces, charters, and by-laws became common for actualy getting to work in the
areas socid change and outreach, technical research and education, economic development, and
political support and activism. Individuad members could now gravitate toward those work areasin
which they had the greatest interest. The Society was no longer alarge club of space enthusiasts talking
to each other. It was aworking organization with a series of jobsto do; al focused toward the vision
and misson.

Second, the clarity provided by the revised vision and mission empowered the Society's Policy

Committee to be able to articulate specific and powerful Society positions on awide range of space-
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related issues. New policies on space trangportation, lega and property issues, politica action, ethics,
and other concerns came out of committee regularly for several years.  Opportunities for Society
members to testify before Congress went from one or two a year up to two to four amonth. The
Society suddenly had a purpose; and amessage to go with it. The Society had a new strategic focus
that it had lacked for the first two decades of its existence.

During these initiatives a the nationd level; local chapters were encouraged to investigate and
develop thelr own sense of vison and misson; even if different from the nationd versons. Our sessons
in Orlando devel oped such amisson statement; different yet compatible with the nationa program. It
dtated that the mission of the chapter was "to foster public demand for progressive human space
exploration and development in support of a pace-faring civilization." While compatible with the
nationd mission; the explicit focus on demand-side thinking helped solidify the thinking within the
Society on the roles of the chapters and headquarters organizations.  The nationd Society shifted focus
toward supply-side issues like technology, public policy, lobbying, etc; while the chapters focused on
demand-side issues like education, activism, and outreach. These two perspectives came to be seen as
mutually supporting and reinforcing. The chapter dso developed agod related to socidizing ("provide
an opportunity for space enthusiasts to explore ideas and share information.") that never showed up in
the thinking & the national Society level. Giving the locd chapters explicit reponsbility within the
Society vidon; the friction they experienced with the nationa headquarters diminished. Each

organizational component came to see the other as complimentary.
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Chapter 3
Case Study: Shriners Hospitals

Shriners Hospitals Background

Shriners Hospitds (formerly Shriners Hospitas for rippled Children; the name was changed
shortly after the planning sessions described below) exit to offer free pediatric care to children who can
benefit from their services. Their specidty has dways been the operation of 18 pediatric orthopaedic
hospitas, with three burn units added in the past fifteen years. All services are free of chargeto all
patients, regardless of family income. Many patients vist one of the hospitals for only afew weeksto
have ardativdy minor condition treated; while others might live in one of the Shriners hospitals for
years.

One of the eighteen surgica hospitasisin Tampa, Horida on the campus of the University of
South Florida. Know as the Tampa Unit, the hospital does surgeries on some 500-600 children each
year. It wasin the Tampa Unit that this intervention occurred.

Alignment with Sructurd Definition

The Shriners completdy fit the five dimengons of the Sructura definition of a nonprofit
organization developed in the depth component. They formdly exist as an incorporated nonprofit
operating out of a headquarters facility in Tampa, Horida. They receive no government funding of any
kind; relying exclusvely on persond donations and fundraising activities of the Shriners members across
the country. There are no generated profitsin any year; thus no profit distribution is possible. All
excess revenues are channeled into the hospital operations endowment fund. The organization is run by
Board of Directors made up of elected members from the Shriners membership aswell as selected

individuas from the private and government sectors. These externd individuas are included on the
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Board asindividuds, and they do not represent the organizations or agencies for whom they work.
Mog areretired. While the hospitd system employees and extensive medica and surgicd g&ff; the
mgority of the activities of the Shriners system are carried out by volunteers at the hospitals and loca
Shrines,

Action Intervention

My involvement at Shriners Hospital Tampa Unit began as an adminigrative volunteer in the
middle of 1995. Through my volunteering | was able to get to know John Holtz, the hospital's senior
adminigtrator.  Our early conversations led to acommon thread of interest based on my interest in
nonprofit strategies and his interest in conducting some organization-wide planning activitiesin
preparation for the hospital's next magor certification audits coming up in late 1996. The demographics
of the Shriners and their target service base were changing in ways that required mgor rethinking of
how the hospitd work, how it identified patients, and how it served its overdl community. John and |
had severd conversations where we discussed Weisbord's (1993, 1995) Future Search Conference
process, and in early spring 1996 we decided to give it atry a the hospitd.

Shriners Hospitad's had conducted extensve dtrategic planning sessons throughout 1994-1995,
resulting in arenewed set of vison and misson statements. The vison stated that the hospita "is
committed to excellence in specidized pediatric care with emphasis on orthopaedics, education, and
research.” The heart of the misson stated that the "hospital is a center of excdlence providing the
highest quality patient care a no charge, utilizing state-of-the-art technology, knowledge, research, and
resources.” Previous work had also articulated and defined eight core values: 1) communication, 2)
compassion, 3) environment, 4) community, 5) culturd sengtivity, 6) family-centered care, 7)

teamwork, and 8) quality. The challenge facing John in early 1996 was in how to implement that
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drategic direction across and throughout the organization. The future search format, in which dl
stakeholders would be brought together to self-design their own organization direction, seemed natural
and empowering to John and his perception of the culture and environment he was trying to foster at the
hospitdl.

It turned out that bring everyone together a one time for such a sesson was not possible. The
active operation of a hospital with 50-60 occupied in-patient beds and 10-15 surgeries aweek smply
precluded pulling dl staff members off their jobs to attend the session. Instead, two more-or-less
identicaly organized two-day sessons, in which roughly haf the staff participated in each, were held in
May 1996. The output of the sesson became the organization's view of how to implement the Shriners
drategic direction.

Reaults & Aftermath

The most obvious immediate impact of thisintervention in the life of the hospitd was an
increased awareness of the vison and mission statements on the part of everyone who participated.
The statements had been around almost ayear a the time of the sessions, and yet few participants
clamed to be familiar with their contents prior to these sessons. Each statement was multi-pronged:
care, education, and research. Participants in these sesson typicaly reported seeing themsalves
working in one of two of these prongs. Nursing and surgical staff typicaly associated with the care
agpect of he vison and mission. The research and development staff typically associated with the
research aspect.

The education piece of both the vison and misson drove agreat dedl of discusson from both
sdes. Everyone participated in discussons on the role of education in the hospital, and each

individua's respongbility to contribute to that aspect of the misson. Discussions ranged from how to
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increase communication of findings throughout the medical community to how to better engble family-
centered care through offering more education directly to the patients and their families regarding carein
the facility. Education discussions aso crossed over into the discussion of outreach that tended to
dominate the latter portions of each sesson.

Outreach was never atraditional part of the Shriners process. Patients had aways been
identified and gpproach directly by Shriners who persondly found or heard of needy casesin the
communities. At the post-war pesk in mid-century, there were seven million Shrinersin America; more
than enough to actudly spot or hear about most of the "crippled children” throughout the country.
Today, there are dmost two million fewer Shriners; and they smply don't have accessto every aspect
of American society that they once had. Also, the range of conditions that can be helped by the
Shriners system has expanded to include conditions not necessarily obvious to individuds outside of
these children's families.

These sessons identified that the trend the system was experiencing toward underutilization of
resources was serious. Many of theindividua hospitals had empty beds. Demand for Shriners services
were less than their available supply. The old network of Shriners persondly identifying new patients
amply wasn't keeping the hospital beds utilized. New paths for identifying patients were needed.

Teams working in these sessions identified many opportunities to expand their programs through
additiona outreach and education. The hospitd ingtaled an "800" number, with a supporting marketing
campaign, S0 that parents of potentid patients could identify themselves. Other outreach programs
were identified to work through school nurses, socia workers, the courts; anywhere that a child in

search of Shriners care could be identified and brought into the system. Today, these programs have
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been put in place. The Shriners ill persondly identify and screen candidate patients; but they are no

longer the exclusive channdl for intake.

19



Core KAM 3 - Application 20

Chapter 4
Case Study: American Society for Quality, Software Divison

ASO Software Divison Background

The American Society for Qudity (ASQ) isthe largest professond society in the world
dedicated exclusvdy to qudity issues and quaity management. Originating in the strong post-war
qudity control movement of the late 1940's, the Society today has over 125,000 members worldwide.
The Society supports a series of individud Divisons, functiond or disciplinary specidtiesthat dlow
members to work in specific areas that they perceive of vdue. A typicd Society member joinsthe
Society itsdf, and usudly one or two of its specidized Divisons.

The ASQ Software Divison is the specidty divison devoted to the qudity of software and
related issues. The Divison was formed in 1990 from a seed group known as the Software Specid
Interest Group within the Software Management Division. Today the Divison has just over 6,000
members.

Alignment with Sructurd Definition

The Software Divison bascdly fits the five dimensons of the structurd definition of a nonprofit
organization developed in the depth component.  Weaknesses condst of the fact that the Divisonisa
component of alarger organization, the Society, thus not being completely independent. However,
gnce the Society as awhole clearly dignswith dl five dimengons of the nonprofit structura definition,
those specific dependencies at the Division leve are not materid to the use of the Division activitiesin
this case study.

The ASQ Software Divison is formd; defined by a set of structured by-laws within the larger

nonprofit corporate Society structure operating out of Milwaukee, Wisconan. The Divison recelves no
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government or private sector funding; athough a portion of the revenue generated by the Society come
from government contracts. For example, the Society operates the Baldrige Award program for the
Nationd Indtitute of Standards and Technology under government contract from the Department of
Commerce. Thesetypesof contracts are arms length agreements that give the agencies no authority to
dictate internd Society management; and so private nature of the Society and its Divisons remains.

The Divison is self-governing; with Executive Board members eected or gppointed (depending
on pogition) from the Divison membership. There are no excess revenues, and no provison for
digtribution of such revenues should they exist in the future. All activities of the Divison are operated
using voluntary labor and resources.

Action Intervention

My involvement with the Software Divison was formd; | was gppointed to the Executive Board
to serve as dtrategic planning chairperson from 1994 through 1998. In that capacity, | was able to
fecilitate formd Strategic planning sessions and workshops with Board members semiannudly.
Throughout that tenure, | used the Drucker Foundation materials and processes heavily.

Reaults & Aftermath

The various sesson that | held for the Divison leadership and members had a very dramatic
impact on the perception of the misson of the organization over time.  When the intervention begen, the
Divison had a mission statement: "To improve the qudity of software and increase cusomer satifaction
by identifying, developing, communicating, and promoting the use of qudity principles, concepts, and
technologies” Everyone who participated in my sessions agreed with, and believed in, the misson; and
yet nobody seemed able to operationalize it into a program to be carried out. Simply put, no one knew

what they were to do.
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During thisintervention, particularly at the membership's annua conference in San Antonio in
October 1995, it became gpparent in the various discussions that the mission statement was wrong, or
a leest misguided. The focus on the improvement of software qudity was what our membership was
after. It wastheir misson, not ours. The Divison's misson was atempting to assure something thet
was completely beyond the contral of the Divison. One couldn't volunteer time to the Divison and
implement the misson. Making someone else's software of higher qudity was amply beyond the
Divison's control. Instead, discussion refocused on how to enable the membership to accomplish their
own misson. As put by Drucker (1990), the output of a nonprofit organization was a changed
individua. The Divison developed a new misson satement: "To improve the ability of individuds and
organizationsto satidfy their customers with quaity software products and services through education,
communication, research, outreach, and professond development.” The misson has shifted from the
quaity of software to the competencies of members. We would change people; and they would
improve the qudity of software.

In addition to taking the Divison off the hook for something it couldn't directly ddiver, the new
mission statement articulated five specific areas in which work and effort could be focused. The
Divison structure was changed to realign resources and programs with these five areas. Activitiesand
programs not attributable to one of these five were scaled back or abandoned. Division members now
receive services under the umbrella of these five programs, and volunteer hours have more than tripled;
atributable at least in part to the availability of specific programsto volunteer for.

Divison membership hasincreased by 50% in the past three years; and the Society launched a
new professond certification in 1997, the Certified Software Quality Engineer, developed by the

Divison's professona development program. The Divison started publishing its own peer-refereed
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professond journa in 1998, Software Qudlity Professiond; an outgrowth of the research and

communication programs of the Divison. The Divison education program now devel ops software
qudity training programs that are available and offered to al Society members around the world. The
Divison has become the fastest growing cross-disciplinary group within the Society; and commonly

today designs and participates in activities that would have been unthinkable just afew years ago.
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Chapter 5
Conclusion

The organizationsin dl three case sudies saw dramétic changes in organizationd behavior after
the crestion and communication of revised statements of vison and misson. In each casg, little specific
action was taken to drive such behavior changes. The mgority of the actions and behaviord changes
were sdf-generated, self-organized, across and within the organizations. Such actions are predicted in
the literature; and yet the management teams for whom | facilitated these interventions did not anticipate
nor expect such outcomes. In dl three cases, management had expected that much more work and
activity would be needed to implement programs around the revised vison and mission statements.

These results are anecdotd; areflection of activities carried out in the past. Y et the differences
across these organizations — alarge grass-roots advocacy collective, amgor surgica hedth care
hospital chain, and alarge internationd professona society — aong with strong support in the
literature, might indicate that the self-organizing character surrounding effective vison and misson
activities can be propagated to more organizations.

The use of increased emergence through diaogue is Pashaugen's (1998) point when he
questions whether we have reached the end of organization theory. He wasn't actudly cdling for an end
to the study of organization theory; rather he cdls for ashift of organization development away from
academics and consultants and toward active didogue within organizations. Stakeholderstaking to
each other, and achieving actud change; asin the case sudies above.

Annotated Bibliography Alignment

The federd structure and operation of the Nationa Space Society offers an example of many of

the points related to complex adaptive systems raised by Anderson (1999). Loca chapters operate
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with their own schemata, and communicate with each other independently of the nationd Structure.
Anderson notes that the system changes as these independent agents arrive and depart, as with the
departure of the Houston chapter from the Society during the conflict over time scaes associated with
the Society misson. Anderson describes these agents sdf-organizing with imported energy, often in the
form of information. Within the Society, the nationa headquarters often performs the function of sharing
information across the chaptersin order to stimulate activity and jump-gart programs. Anderson
suggests that leaders of such organizations will optimize performance if they work to dlow locd agents
as much freedom to self-organize as possible; explaining the success that was achieved in the
relationship between the nationd headquarters and loca Orlando chapter when the chapter was
encouraged to do its own drategic planning and develop avison and misson dightly different that the
ones developed by the Society.

The origind merger that formed the Nationd Space Society likdly illugtrates the principles laid
out by Barnett, Mischke, and Ocasio (2000). Both the L5 Society and the Nationa Space Ingtitute
were specidized collectives relaive to the aggregated Society that was created by their merger. The
growth of such collectivesis asocid matching process where prospective members seek out
organizations that will meet their own needs. Broad merdly satisfactory organizations such asthe
Nationa Space Society are likely to be notice and joined more easily that either smaller more
specidized organization specificaly. As organizations grow more generd, the likelihood of them
increasing their membership grows. As aresult, aggregation of collectives into larger more generdized
organizationsis a predictable ecologica outcome for organizations competing in Smilar market spaces.
The two precursor organizations were Smilar enough that potentid members were unlikely to join both;

and with the merged organization taking on a generdized mission, even more were likely to join. Inthis
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way, Barnett, Mischke, and Ocasio predict that the Society would be more than the smple sum of its
parts, the L5 Society and the Nationa Space Indtitute.

Barnett, Mischke, and Ocasio's discussion of collective growth rates dso explains the
dominance of the American Society for Qudity inits market. They found that collective members will
rarely innovate (e.g. found anew collective) when there aready exist collectives that satisfy the
anticipated need, even weakly. Generd collectives are more likely to be perceived as satisfying a broad
range of needs. This affect is particularly strong when the generd collective is an early entry in the
market space. ASQ wasthefirst society of its kind ever formed in the quality arena. From the start it
has been very generd. It'sinternd structure of using functiona and disciplinary divisonsto provide
service to members has dlowed it to offer specidized activities without sacrificing its overdl generd
coverage. For thisreason, one could predict that the Society would grow to dominate its market; which
ASQ has. The Software Divison is a specidized response to the growth of competing collectivesin this
particular niche. The advent of the Divison drove many smdler competitors from the market because,
as Barnett, Mischke, and Ocasio predict, the larger generd collectives tend to perdst and dominate.

Bate, Khan, and Pye (2000) discussed culturaly-sengtive restructuring (CSR), the idea that
amply changing the structure of an organization usudly failsto achieve desired levels of change while
atempting to change organizationd culture doneis plagued with smilar problems. CSR involves both
sructura designing and cultural development gpproaches to organizational change; and is descriptive of
al three cases discussed above.  All three organi zations devel oped structura changes as aresult of their
interventions, most ggnificantly in the NSS and ASQ scenarios. Also, each experienced cultura
change; strong friction as experienced in NSS, and the genera increased proliferation of thinking about

the educational aspects of everyone's jobs at Shriners. The common thread to both types of changein
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al three organizations was the cregtion of revised vison and misson satements. Even in the Shriners
case, where the new vison and mission statements were created prior to the session, fallure to
communicate those statements throughout the organization meant that they were effectively created in
the start of the group sessons.

To the extent that these cases represent examples of CSR, the interventions themselves typicaly
covered only thefirst two of Bate, Khan, and Pye's four phases. culturd framing and soft structuring.
The group sessions were designed to gain awareness of broad group cultura issues and to discuss
opportunities and trends. The groups then had to ded with discomforts or any dysfunction that arose
during such activities. The actua implementation of ideas generated by the group, the hard wiring
phase, was done after and outside of the context of the intervention. Only the ASQ Software Divison
case was longitudind, offering me an opportunity to take the organization through multiple cycles. The
fourth CSR phase, retrogpecting, involved taking the group through an anadlysis and review of prior
sessons before each semi-annual mesting.

Bate, Khan, and Pye report that organizationd change using CSR gpproachesis successful
because the changes are created by emergent socid order of the group. It isinternaly negotiated, not
externdly imposed. All three cases wereilludtrative of this point.

Boisot and Child (1999) discuss organizations as socid systems that adapt to their environments
basad on the complexity encountered in the environment and the organizations capabilities and
preferences for handling that complexity. If the organization tries to force a uniform response to
complexity throughout the organization, in spite of the fact that different aspects and parts of the

organization encounter different complexities, behaviors can become dysfunctiond.
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To the extent that different parts of the organization are dlowed to develop their own unique
responses to the complexities they encounter, a contingency-based approach, the behaviors devel oped
will belocaly maximizing. Socid scientigswill perceive and measure these localy maximizing
behaviors as culturd differences. Organizationd culture shifts more toward being a dependent variable
in organizationd andysis. Culture becomes a response by an adaptive system to the complexity triggers
present in itslocd environment.

All three cases above demondirated different culturd and organizationd traitsin different parts
of the organizations sudied. In the case of the NSS, nationa headquarters and local chapter Sructures
were very different after the intervention; explicitly so because the loca chapters were encouraged to
develop their own vison and misson satements. What had initidly been perceived as a potentid
source of conflict because a source of complementarity and synergy. The Shriners surgical and research
daffs faced very different complexities and pressures; and developed unique yet complementary
responses to the vison and misson developed in common.

The NSS case illugtrates Boisot and Child's contention that there is a goodness of fit between an
organization's preferred approach to seeing the world and the organizationa and transactiond structures
inwhich it actudly operates. Theloca chapter perception that they exist as a demand-sde Structure to
the national Society's supply-side capabilities alowed each group sub-organizations to optimize their
own gructure and behaviors, dl toward fulfillment of acommon vison.

This dud-levd organizationd interaction illudrates severd of the "pink noise’ concepts
discussed by Dooley and Van de Ven (1999).  Organization that propagate standards and policies
down a hierarchy experience friction as lower levd entities dter or revise such directive to meet loca

needs. Such friction is viewed as enforcement by lower-level subgroups, and as resistance by higher-
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level subgroups. Such organizations will be driven toward chaos as unintended changes introduce
further randomnessinto the system, feeding back to increasing the control mechanisms.

In the case studies above, both NSS and Shriners decrease the levels of such friction by
dlowing different levelsto dlow dightly different pergpectives on the vison and misson to emerge. As
Dooley and Van de Ven predict, these organization see increased synergy and reduced friction. They
see that the differences they were trying to control away were not mgor enough to justify the controls
and friction. Thisis particularly true in the NSS case, where differences between the misson statements
at the nationa and local levels are dmost imperceptible to outsders. Trying to dign these two
perspectives, though, into a angle statement, would have created more friction and discord. Both
independent statements were congtrained reactions to the same organizationa vison; and so were
unlikely to vary widely from the centrd attractor of the system.

The ASQ Software Divison caseis agood counterexample. The Society headquarters still
maintains extensve control over activities a the Divison level. The relationship between these two
levels of the organization is often contentious; and each Sde views the other with skepticism and distrust.
If some of the controls were Smply removed, Dooley and Van de Ven predict — and the other two
cases bare them out — the relationship would evolve based on smilarities rather than differences. The
chaos experienced today would reduce to periodicity, atransactiona set of interactions based on
common vison; and Smilar missons

The impact that the clarification of vison and misson had on the organizationd diveraty of the
NSS serves as an illugtration of what Frank and Fahrbach (1999) present astheir modd for balance
and information as influencing organizationd equilibrium. Information coming into the organization

perturbsits equilibrium, and the organization responds by seeking equilibrium again by having individuds



Core KAM 3 - Application 30

influence each other around the source of perturbation and select how to respond. The result can be
reestablishing the old balance, or anew gate of equilibrium; learning.

Frank and Fahrbach suggest that organizations that are highly homogenous prior to be
perturbed tend to experience the most dramatic shifts in balance during the sdlection and influence
period. Perhgpsthisis because any perturbation seems larger in a homogenous environment.
Heterogeneous organizations, those with different information and sdlection patterns, tend to react to
perturbation more moderately; again, perhaps because any particular perturbation seems smal relative
to the level of diverdty dready present in the environment. Asaresult of these dynamics, Frank and
Fahrbach suggest that — perhaps counterintuitively — heterogeneous organizations will reach
consensus and new balance points easer that more homogenous dternatives, the may learn better.

Looking at the NSS case prior to the intervention; NSS was homogenous, at least as
represented by its vague and generdized vison and misson. Everyone agreed with these satements
more or less equaly; if not wholeheartedly. The organization found itself ineffectivein its market; able to
sustain membership services, but unable to codesce action toward the misson.  After the intervention,
the vison and misson were specific. Opinions regarding the efficacy of those statements varied widely.
The organization became heterogeneous; with diversty of opinion wider than it had ever been. The
departure of the Houston chapter from the Society illustrates the extreme nature of some of those
opinions. What remained, though, was an organization of more varied opinions around a shared more
concrete mission.

Frank and Fahrbach basicdly predict that such differences and variaion actudly increase the
chances that the organization will be able to reach consensus and take action on perturbations in the

environment. Thisis exactly what the Society experienced. More debate and discussion, typicaly
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followed by consensus on policy and action for the design of programs.  Repeatedly after the
establishment of the new vision and misson, programsin the Society that had languished for years
became more red and effective. Diversity of opinion had become adriver of learning. The basisfor
that divergty had dways existed in the minds of the stakeholders; but the articulated vison and mission
provided the attractor around which such differences could codesce and take form.

Voss, Cable, and Voss (2000) describe the inherent frictions that ensue when different portions
of anonprofit organization bring stakeholder views into conflict. Vison and misson provide acommon
framework; and the heterogeneity dlowed to exist under that framework can dlow different subgroups
to focus on their own unique problems and opportunities. Allowing dightly different interpretation of the
mission in different groupsin the three cases; again, particularly NSS, but dso Shriners, helps prevent
the conflict that Voss, Cable, and Voss predict can disenfranchise portions of organizations when a
sngle misson and interpretation are enforced. The externd congtituents of each independent subgroup
can interact with the organization in away that is congstent with their needs; while supportive of the
common vision and misson. Prior to the intervention described above, the conflict with the way the
Shriners organization interacted with medica academia and patient populations created problems that
were viewed as inevitable. With the sdf-organizing adjustments made within the surgica and research
subgroups, the problems smply disgppeared. In hindsight, everyone recognized that no single set of
policies and structures could have adequately met the needs of both of those externa condtituencies.

Garvin (1998) discussed the role that management should be playing in helping organizations
form processes and capabiilities; emphasizing process over structure as of key interest.  Garvin uses the
idea of gtructure as smilar to the vertical and horizontal decentraization discussed above in the breadth

component; and so his assertion that structure should not dominate thinking about organizationd
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improvement doesn't necessarily conflict with the depth component's assertion of the structura
organizationd definition as being most powerful and useful. The sructurd definition discussed above
uses Garvin's concept of dructure as only one of many dimensions of sructure. Garvin's
recommendation to focus on process is till consstent with this broader structurd gpproach since
process technology isincluded in the ructurd definition as a dimengion.

In asserting the importance of direction-setting in any organization; Garvin emphasi zes that
management's role is to establish and foster processes for direction-setting; not to directly set direction
inavacuum. These case studies bear out the efficacy of such an assartion. The management teamsin
al three cases dlowed dl organizationd stakeholders to participate in the defining and emergence of an
organizationd direction; in the form of revised vison and misson satements. Rather than dictating that
direction, the process was supported and dlowed to unfold. The organizations acted, through sdif-
organizing behaviors of their members, to construct and adapt their own futures. Tetenbaum (1998)
emphasized the importance of alowing organizations to sdf-organize around afew basic principles, such
as the vison and misson satements described in these cases. Each organization above began to
immediately see such behaviors after the creetion of those statements; dways without any specific
management direction or mandate.

This complements Mintzberg and Westley's (2000) contention that managers in nonprofit
organizations must maintain the inditutiond environment of the organization; the missonary and vadue-
driven aspects of what makes the organization able to retain the commitment of its voluntary participants
and members. The managers described by Mintzberg and Westley spend a considerable portion of
ther time networking among organizationd stakeholders. Much of this ad hoc activity, usudly not in the

formd job description of management, provides for continud perturbation of the environment; possibly



Core KAM 3 - Application 33

driving the information and balancing dynamic described by Frank and Fahrbach. Managers keep
dynamicdly providing information to their organizations while, in turn, members of the organization are
congtantly adjusting to that information through sdlection an adaptation; sometimes reverting to prior
dates, but often changing to new equilibrium sates. Pascde (1999) emphasizes the importance that
such management-initiated perturbation carries in the organization; for organizations — as complex
adaptive systems — are most a risk when a equilibrium.

Diversity, or heterogeneity, drive the system toward continud states of naturd disequilibrium;
alowing the stakeholder to continudly reorganize in optima configurations for the organization's
environment a any giventime. Mintzberg and Westley's contention is that managers can't drive such
actions, and they shouldn't try. No one owns the vison and mission of an organization; and yet
everyone does. Managers smply have aroleto play in adynamic that should continue to remain a
systemic property, not a controlled action. Pasca e points out that management can't directly cause
change smply because the cause-effect links in an adaptive system are too wesk to be clearly identified,
much less managed. Managers Smply act in ways that opportunistically and unconscioudy result in
organizationd behaviors that are self-organizing and sdf-replicating. Nadler and Tushman (1999) treat
the same management competency to foster visions and god-direction in the organization as one of their
eight key emerging competencies for management in the twenty-first century. In effect, the management
teams in the three case udies did the right things by alowing the visoning and misson-defining activities
to proceed; even though they could not foresee the affects that would follow.

None of the three nonprofits described above, particularly the NSS and ASQ cases, described
organizations with agreat ded of gtrict procedures and management controls. The NSS, in particular,

required alarge number of grass-roots activists to carry out activities with few organizationa procedures



Core KAM 3 - Application 34

to guide them. Pearce, Branyiczki, and Bigley (2000) discuss the impact of such insufficient
bureaucratization on the performance of individuas throughout an organization. Individuals perform
better when there is a perception that everyoneis playing by the same rules and are accountable in
amilar ways.

Pearce, Branyiczki, and Bigley refer to the digtinction as universaism over particularism. They
point out that Weber's origind writings on bureaucracy emphasized both procedura formaism and
god-orientation. Articulating gods, or vison and mission in the context of these case dudies, levelsthe
playing fidd for dl participants. Even without the forma procedures typically associated with
bureaucracy, a shared sense of vison and misson creating amore universdigtic feging among
dakeholders. Everyoneis accountable to the same mission, even though few procedures or
requirements are placed on their specific actions. They predict the improved organization performance
actudly observed in dl three cases.

Implications for the Socia Sector

Burke (1997) argues that organization development must re-emphasize core values such as
community, culture, and trust in the face of negative restructuring and downsizing initiatives of the past
ten years. He views community as having broken down in the workplace and society a-large. He
sees the socid contract between employers and employeesin the private business sector as having been
eroded by shifts toward a contingent workforce. Employees must find what they need in their
employment arrangements; or move on to somewhere else. They'll stay where they are most satified;
part of satisfaction being tied to their feding that they are making a contribution to something

worthwhile,
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Such asense of belonging and community has dways been an integrd part of the nonprofit
sector.  The world of volunteersis aworld of contingency; of making sure that everyone involved sees
vauein ther participation. Thereislittle to hold a volunteer other than such contingent vaue.

Many of the organizationd theorigts cited in this KAM focus much of their attention on the
private business sector. Nonprofit literature often emphasi zes helping nonprofit organizations adopt and
adapt management techniques from the private sector in order to perform better; to increase
stakeholder accountability. Nonprofit management is effectively viewed as business management with
the profit god removed. The chalenge becomes how to manage what's left. Perhaps everyone hasit
backwards. What if private business sector management is nonprofit management with a profit god
added? How could the nonprofit sector better inform the business sector?

The case studies described above illustrate the organizational power of a shared emergent sense
of vison and misson. With vison and misson in hand, people salf-organize and adapt their
environment to fulfill what they've set out to do. Asthe structurd definition of nonprofits developed in
thisKAM indicates, profit isn't absent from the sector; it's just treated as a means rather than an end.
The vison and misson stlatements developed in these cases alowed organizations to dlow what they
wanted to accomplish to emerge. Even in the nonprofit sector, implementation requires that revenues
exceed costs.

Unanswered here is the question of how other sectors can adopt strategies for capitalizing on
their cgpabiilities for members to self-organize around clear vison and mission; without the cloud of
profit preventing them from seeing in their chosen direction.  The question will no longer be: How can
nonprofits take advantage of business management techniques? Nonprofits should focus on their own

visgons and missions, their own competencies.  Managers in the business and government sectors
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should then be asking themselves how they can be more like the successful nonprofits. Answering such

aquestion will likely be a centra theme of my Walden dissertation next year.
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