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Preface

The purpose of this book is to provide a set
of organization theory cases and exercises
that are theoretically relevant and mean-
ingful in application. As an academic disci-
pline, organization theory concepts pertain
to everyday management problem solving
and decision making. The challenge facing
organization theory instructors is to teach
theoretical concepts and also to show how
these concepts can be used in practical ap-
plication. From our own teaching experi-
ence, challenging case problems can make
the difference between a good organization
theory course and a great one. The goal of
this book is to provide supplementary case
material that is both interesting and practi-
cal and that will help students become
more competent and more informed about
organizations. The second edition helps
translate organization theory concepts into
relevant applications by including cases
which have the following features.

1. The second edition contains more than
40 percent new material, and several of
the carryover cases have been updated.
Because the field of organization theory
changes rapidly, it is essential that the

materials be fresh. With the develop-
ment of new organizational forms and
even new industries, the cases and exer-
cises were selected to reflect this evolu-
tion.

. There is more emphasis on “problem-

oriented” cases in this edition. This
means that several of the cases are long-
er, and the student has the opportunity
to see theoretical issues revealed in less
than ideal ways. Students then have the
opportunity to diagnose problems, sug-
gest alternatives, and recommend solu-
tions. The student gets to grapple with
the issues in much the same way as a
manager in industry. The problem-ori-
ented cases are excellent vehicles for
group projects that let students apply
what they have learned.

. The cases cover the breadth of organiza-

tion theory topics, especially topics that
have emerged in recent years. Several
cases pertain to traditional topics such
as environment, bureaucracy, technolo-
gy, and structure. New cases have been
included to reflect emerging issues in or-
ganizations, such as management infor-
mation systems and corporate culture.
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Cases also address high technology in-
dustries such as aerospace, bioengineer-
ing, computers, and telecommunica-
tions. Cases have been included to
reflect the rise in the service sector, and
cases also cover broader issues such as
corporate social responsibility, govern-
ment/business relationships, and re-
trenchment.

. Cases were selected because of their
high interest level for students. The
cases represent real people in real orga-
nizations. They are not fictional and are
not written from secondary material. A
major criterion for selection was that
they be well written and enjoyable to
read. Most of the cases have been class-
room tested on students.

. Several improvements have been made
in the experiential exercises. Feedback
from users of the first edition indicated
difficulty in using some of the exercises.
A great deal of effort has been put into
the design of the student exercises to en-
sure that they are meaningful and that
the instructions are clear. Some of the
new exercises could actually do double
duty. They are interesting as classroom
activities and can also be modified and
used for diagnosis or training in organi-
zations.

. The Instructor’'s Manual has been
changed to provide more information to
instructors. For some cases, material in-
cluded in the Instructor's Manual pro-
vides a recent update on the status of the
company. Discussion questions for each
case have been added to the Manual for
instructors who like to use questions to
focus student preparation for class dis-
cussion. The topic matrix has been in-
cluded in the Instructor's Manual but
not in the casebook itself. A complexity
scale has been added to indicate the
complexity of each case. These changes,
in addition to the substantive discussion
of each case and exercise, makes the
Manual more helpful for instructors.
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A General Diagnostic Model for
Organizational Behavior: Applying
a Congruence Perspective

Most of the job of management is the strug-
gle to make organizations function effec-
tively. The work of society gets done
through organizations, and the function of
management is to get those organizations
to perform that work.

The task of getting organizations to func-
tion effectively is a difficult one, however.
Understanding one individual's behavior is
a challenging problem in and of itself. A
group, made up of different individuals
and multiple relationships among those in-
dividuals is even more complex. Imagine,
then, the mind boggling complexity inher-
ent in a large organization made up of
thousands of individuals, hundreds of
groups, and relationships among individu-
als and groups too numerous to count.

In the face of this overwhelming com-
plexity, organizational behavior must be
managed. Ultimately the work of organiza-
tions gets done through the behavior of
people, individually or collectively, on their
own or in collaboration with technology.
Thus, central to the management task is the

management of organizational behavior. To
do this, there must be the capacity to un-
derstand the patterns of behavior at indi-
vidual, group and organizational levels, to
predict what behavioral responses will be
elicited by different managerial actions,
and finally to use understanding and pre-
diction to achieve control.

How can one achieve understanding,
prediction, and control of organizational
behavior? Given its inherent complexity
and enigmatic nature, one needs tools to
help unravel the mysteries, paradoxes, and
apparent contradictions that present them-
selves in the everyday life of organizations.
One kind of tool is the conceptual frame-
work or model. A model is a theory which
indicates which factors (in an organization,
for example) are most critical or important.
It also indicates how these factors are relat-
ed, or which factors or combination of fac-
tors cause other factors to change. In a
sense, then, a model is a roadmap that can
be used to make sense of the terrain of
organizational behavior.

Source: Written by David A. Nadler and Michael L. Tushman. Published by permission of the authors, who retain all
rights. A version of this paper was originally published in J. R. Hackman, E. E. Lawler, and L. W. Porter (eds.),
Perspectives on Behavior in O.ganizations (New York: McGraw-Hill, 1977).
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A GENERAL DIAGNOSTIC MODEL FOR ORGANIZATIONAL BEHAVIOR

The models we use are critical because
they guide our analysis and action. In any
organizational situation, problem solving
involves the collection of information about
the problem, the interpretation of that in-
formation to determine specific problem
types and causes, and the development of
action plans. The models that individuals
hold influence what data they collect and
what data they ignore; models guide how
people attempt to analyze or interpret the
data they have; finally models aid people in
choosing action plans.

Indeed, anyone who has been exposed
to an organization already has some sort of
implicit model. People develop these
roadmaps over time, building on their own
experiences. These implicit models (they
usually are not explicitly written down or
stated) guide behavior (Argyris & Schon,
1974). These models also vary in quality,
validity, and sophistication depending on
the nature and extent of the experiences of
the model builder, his or her perceptive-
ness, his/her ability to conceptualize and
generalize from experiences, etc.

We are not soiely dependent, however,
on the implicit and experience based mod-
els that individuals develop. The last four
decades have witnessed intense work in-
cluding research and theory development
related to organization behavior (see, for
example, Dunnette, 1976). It is therefore
possible to think about scientifically devel-
oped explicit models for the analysis of or-
ganizational behavior and for use in organi-
zational problem solving.

This paper will present one particular
research and theory based model. It is a
general model of organizations. Rather
than describing a specific phenomenon or
aspect of organizational life (such as a
model of motivation or a model of organi-
zational design) it attempts to provide a
framework for thinking about the organiza-
tion as a total system. The major thrust of
the model is that for organizations to be
effective, their subparts or components

must be consistently structured and man-
aged—they must approach a state of con-
gruence.

The paper will be organized into several
sections. In the first section we will discuss
the basic view of organizations which un-
derlies the model-—systems theory. In the
second section we will present and discuss
the model itself. In the third section, we
will present an approach to using the
model for organizational problem analysis.
Finally, we will discuss some of the impli-
cations of this model for thinking about or-
ganizations.

A BASIC VIEW OF ORGANIZATIONS
There are many different ways of thinking
about organizations. Typically when a
manager is asked to “draw a picture of an
organization'’ he/she responds with some
version of a pyramidal organizational
chart. The model this rendition reflects is
one which views the most critical factors as
the stable formal relationships among the
jobs and formal work units that make up
the organization. While this clearly is one
way to think about organizations, it is a
very limited view. It excludes factors such
as leader behavior, the impact of the envi-
ronment, informal relations, power distri-
bution, etc. Such a model can only capture
a small part of what goes on in an organiza-
tion. It is narrow and static in perspective.

Over the past twenty years there has
been a growing consensus that a viable al-
ternative to the static classical models of
organizations is to think about organiza-
tions as social systems. This approach
stems from the observation that social phe-
nomena display many of the characteristics
of natural or mechanical systems (Von
Bertalanffy, 1968, Buckley, 1967). In particu-
lar it is argued that organizations can be
better understood if they are considered as
dynamic and open social systems (Katz &
Kahn, 1966; 1978).

What is a system? In the simplest of
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terms, a system is a set of interrelated ele-
ments. These elements are related; thus
change in one element may lead to changes
in other elements. An open system is one
that interacts with its environment. Thus it
is more than just a set of interrelated ele-
ments. Rather, these elements make up a
mechanism that takes input from the envi-
ronment, subjects it to some form of trans-
formation process, and produces output
(Exhibit 1). At the most general level, it
should be easy to visualize organizations as
systems. Let's consider a manufacturing
plant, for example. It is made up of differ-
ent related components (different depart-
ments, jobs, technologies, etc). It receives
input from the environment, including la-
bor, raw material, production orders, etc.,
and subjects those inputs to a transforma-
tion process to produce products.
Organizations as systems display a num-
ber of basic systems characteristics. Katz
and Kahn (1966; 1978) discuss these in
detail, but a few of the most critical charac-
teristics will be mentioned here. First, orga-
nizations display degrees of internal inter-
dependence (Thompson, 1967). Changes in
one component or subpart of an organiza-
tion frequently has repercussions for other
parts—the pieces are interconnected. Re-
turning to our manufacturing plant exam-
ple, if changes are made in one element (for
example, the skill levels of the people hired
to do jobs}, other elements will be affected
(the productiveness of equipment used, the
speed or quality of production activities,
the nature of supervision needed, etc.). Sec-
ond, organizations have the capacity for
feedback (see Exhibit 1). Feedback is infor-
mation about the output of a system that
can be used to control the system (Weiner,

EXHIBIT 1 THE BASIC SYSTEMS MODEL

Input Transformation Qutput

Processes

Feedback

1950). Organizations can correct errors and
indeed change themselves because of this
characteristic (Bauer, 1966). If, in our plant
example, the plant management receives
information about the declining quality of
its produgct, it can use this information to
identify factors in the system itself that
contribute to this problem. It is important
to note that, unlike mechanized systems,
feedback information does not always lead
to correction. Organizations have the po-
tential to use feedback and be self-cor-
recting systems, but they do not always re-
alize this potential.

A third characteristic of organizations as
systems is equilibrium. Organizations de-
velop energy to move towards states of bal-
ance. When an event occurs that puts the
systemn out of balance, it reacts and moves
towards a balanced state. If one work
group in our plant example were suddenly
to increase its performance dramatically, it
would throw the system out of balance.
This group would be making increasing de-
mands on the groups that supply it with
information or materials to give it what it
needs. Similarly, groups that work with the
output of the high performing group
would feel the pressure of work in process
inventory piling up in front of them. De-
pending on the pay system used, other
groups might feel inequity as this one
group begins to earn more. We would pre-
dict that some actions would be taken to
put the system back into balance. Either
the rest of the plant would be changed to
increase production and thus be back in
balance with the single group, or (more
likely) actions would be taken to get this
group to modify its behavior to be consis-
tent with the levels of performance of the
rest of the system (by removing workers,
limiting supplies, etc.). The point is that
somehow the system would develop ener-
gy to move back towards a state of equilib-
rium or balance.

Fourth, open systems display equifinality.
In other words, different system configura-
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tions can lead to the same end or lead to the
same type of input-output conversion. This
means there is not a universal or “one best
way' to organize. Finally, open systems
need to display adaptation. For a system to
survive it must maintain a favorable balance
of input or output transactions with the en-
vironment or it will run down. If our plant
produces a product for which there are de-
creasing applications, it must adapt to the
environmental changes and develop new
products or ultimately the plant will simply
have to close its doors. Any system therefore
must adapt by changing as environmental
conditions change. The consequences of not
adapting to the environment can be seen in
the demise of many once prosperous orga-
nizations (such as the eastern railroads)
which did not alter in response to environ-
mental changes.

Thus systems theory provides a different
way of thinking about the organization, in
more complex and dynamic terms. While
systems theory is a valuable basic perspec-
tive on organizations, it is limited as a
problem solving tool. The reason is that as
a model systems theory is too abstract to be
used for day to day organizational behavior
problem analysis. Because of the level of
abstraction of systems theory, we need to
develop a more specific and pragmatic
model based on the concepts of the open
systerns paradigm.

A CONGRUENCE MODEL OF
ORGANIZATIONAL BEHAVIOR

Given the level of abstraction of open sys-
tems theory, our job is to develop a model
which reflects the basic systems concepts
and characteristics, but which will also be
more specific and thus more usable as an
analytic tool. In this section, we will de-
scribe a model which attempts to specify in
more detail what are the critical inputs,
what are the major outputs, and what are
the transformation processes that charac-
terize organizational functioning.

The model puts its greatest emphasis on
the transformation process and in particu-
lar reflects the critical system property of
interdependence. It views organizations as
made up of components or parts which in-
teract with each other. These components
exist in states of relative balance, consisten-
cy, or “fit" with each other. The different
parts of an organization can fit well togeth-
er and thus function effectively, or fit poor-
ly, thus leading to problems, dysfunctions,
or performance below potential. Given the
central nature of these “fits" among com-
ponents in the model, we will talk about it
as a congruence model of organizational
behavior, since effectiveness is a function
of the congruence among the various com-
ponents.

The concept of congruence is not a new
one. Homans (1952) in his pioneering work
on social processes in organizations em-
phasized the interaction and consistency
among key elements of organizational be-
havior. Leavitt (1965) for example identified
four major components of organization as
being people, tasks, technology and struc-
ture. The model we will present here
builds on these views and also draws from
fit models developed and used by Seiler
(1967), Lawrence and Lorsch (1969) and
Lorsch & Sheldon (1972).

It is important to remember that we are
concerned about modeling the behavioral
system of the organization—the system of
elements that ultimately produce patterns
of behavior and thus performance of the
organization. In its simplest form we need
to deal with the questions of what inputs
does the system have to work with, what
outputs does it need to and actually pro-
duce, and what are the major components
of the transformation process, and how do
these components interact with each other.

Inputs
Inputs are those factors that are, at any one
point in time, the “givens’ that face the
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organization. They are the material that the
organization has to work with. There are
several different types of inputs, each of
which presents a different set of “givens”
to the organization. (See Exhibit 2 for an
overview of inputs.)

The first input is the environment, or all
of those factors outside of the boundaries
of the organization being examined. Every
organization exists within the context of a
larger environment which includes individ-
uals, groups, other organizations and even
larger social forces, all of which have a po-
tentially powerful impact on how the or-
ganization performs (Pfeffer & Salancik,
1978). Specifically, the environment in-
cludes markets (clients or customers), sup-
pliers, governmental and regulatory bodies,
labor unions, competitors, financial institu-
tions, special interest groups, etc. The envi-
ronment is critical to organizational func-
tioning (Aldrich & Pfeffer, 1976). In

EXHIBIT 2 KEY ORGANIZATIONAL INPUTS

particular, for purposes of organizational
analysis, the environment has three critical
features. First, the environment makes de-
mands on the organization. For example, it
may require the provision of certain prod-
ucts or services, at certain levels of quality
or quantity. Market pressures are particu-
larly important here. Second, the environ-
ment may place constraints on organiza-
tional action. It may limit the types of kinds
of activities in which an organization can
engage. These constraints could range from
limitations imposed by scarce capital, all
the way to governmental regulatory
prohibitions. Third, the environment pro-
vides opportunities which the organization
can explore. In total, then, the analysis of
an organization needs to consider what fac-
tors are present in the environment of the
organization, and how those factors indi-
vidually or in relation to each other create
demands, constraints, or opportunities.

Input Environment Resources History Strategy
All factors, including Various assets that The patterns of past The stream of
institutions, groups, organization has behavior, activity, and  decisions made about
individuals, events, etc. access to, including effectiveness of the how organizational
outside of the human resources, organization which may resources will be
DEFINITION boundaries of the technology, capital, have an effect on configured against the
organization being information, etc. as well current organizational demands, constraints
analyzed, but having a  as less tangible functioning. and opportunities,
potential impact on that resources (recognition within the context of
organization. in the market, etc.). history.
®» What demands does ™ What is the relative ®* What have been the  ® How has the
the environment make  quality of the different major stages or phases organization defined its
on the organization? resources that the of development of the core mission, including:
® Environment puts organization has organization? * What markets it
constraints on access to? ® What is the current serves
organizational action. % To what extent are impact of historical ® What products/
resources fixed, as factors such as services it provides to
CRITICAL opposed to flexible in strategic decisions these markets
FEATURES their configuration? acts of key leaders ® On what basis does
OF THE INPUT crises it compete
FOR core values & ® What supporting
ANALYSIS norms? strategies has the

organization employed
to achieve the core
mission

® What specific
objectives have been
set for organizational
output?
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The second input is the resources of the
organization. Any organization faces its en-
vironment with a range of different assets
to which it has access and which it can
employ. These include human beings, tech-
nology, capital, information, etc. Resources
can also include certain less tangible assets
such as the perception of the organization
in the marketplace, or a positive organiza-
tional climate. A set of resources can be
shaped, deployed, or configured in differ-
ent ways by an organization. For analysis
purposes, there are two features that are of
primary interest. One aspect of resources
concerns the relative quality of those re-
sources, or what value they have in light of
the nature of the environment. The second
factor concerns the extent to which re-
sources can be reconfigured, or how fixed
or flexible different resources are.

The third input is the history of the or-
ganization. There is growing evidence that
the contemporary functioning of many or-
ganizations is greatly influenced by events
in the past (see Levinson, 1972; 1976). In
particular, it is important to understand
what have been the major stages or phases
of development of the organization over
time (Galbraith & Nathanson, 1978} as well
as understanding what is the current im-
pact of events that occurred in the past
such as key strategic decisions that were
made, the acts or behavior of key leaders in
the past, the nature of past crises and the
organizational responses to them, and the
evolution of core values and norms of the
organization.

The final input is somewhat different
from the others in that it in some ways
reflects some of the factors in the environ-
ment, resources, and history of the organi-
zation. The fourth input is strategy. We will
use this term in its most global and broad
context (Hofer & Schendel, 1978) to describe
the whole set of decisions that are made
about how the organization will configure
its resources against the demands, con-
straints and opportunities of the environ-

ment within the context of its history. Strat-
egy refers to the issue of matching the
organization's resources to its environ-
ment, or making the fundamental decision
of “what business are we in?"”’ For analysis
purposes, several aspects of strategy are
important to identify (Katz, 1970). First is
what is the core mission of the organiza-
tion, or what has the organization defined
as its basic purpose or function within the
larger system or environment? The core
mission includes decisions about what
markets the organization will serve, what
products or services it will provide to those
markets, or what basis it will use to com-
pete in those markets. Second, strategy in-
cludes the specific supporting strategies (or
tactics) that the organization will employ or
is employing to achieve its core mission.
Third is the specific performance or output
objectives that have been established.

Strategy is perhaps the most important
single input for the organization (see dis-
cussion in Nadler, Hackman & Lawler,
1979). On one hand, strategic decisions im-
plicitly determine what is the nature of the
work that the organization should be do-
ing, or the tasks that it should perform. On
the other hand, strategic decisions, and
particularly decisions about objectives,
serve as the basis for determining what the
outputs of the system should be. Based on
strategy, one can determine what is the de-
sired or intended output of the system.

In summary, there are three basic in-
puts: environment, resources, and history,
and a fourth input, strategy, which reflects
how the organization chooses to respond
to or deal with those other inputs. Strategy
is critical because it determines the work
that the organization should be performing
and it defines the nature of desired organi-
zational outputs.

Outputs
Outputs describe what the organization
produces, how it performs, or globally,
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how effective it is. There has been a lot of
discussion about what makes for an effec-
tive organization (see Steers, 1978; Good-
man & Pennings, 1978; Van de Ven & Ferry,
1980). For our purposes, however, it is pos-
sible to identify a number of key indicators
of organizational output. First, we need to
think about system output at different
levels (see Exhibit 3}). Obviously we can
think about the output that the system it-
self produces, but we also need to think
about the various other types of output that
contribute to organizational performance,
such as the functioning of groups or units
within the organization as well as the func-
tioning of individual organization mem-
bers.

At the organizational level, three factors
are impaortant to keep in mind in evaluat-
ing organizational performance. The first
factor is goal attainment, or how well the
organization meets its objectives (usually
determined by strategy). A second factor is
resource utilization or how well the organi-
zation makes use of resources that it has
available to it. The question here is not just
whether the organization meets its goals
but whether it realizes all of the potential
performance that is there and whether it
achieves its goals by continuing to build
resources or by “burning them up” in the
process. A final factor is adaptability, or
whether the organization continues to po-
sition itself in a favorable position vis-a-vis
its environment—whether it is capable of
changing and adapting to environmental
changes.

Obviously, these organizational level
outputs are contributed to by the function-

EXHIBIT 3 KEY ORGANIZATIONAL OUTPUTS

ORGANIZATIONAL FUNCTIONING
= Goal Attainment

® Resource Utilization

® Adaptability

GROUP/UNIT FUNCTIONING
INDIVIDUAL FUNCTIONING

® Behavior

® Affective Reactions

ing of groups or units {departments, divi-
sions, or other subunits within the organi-
zation). Organizational output also is
influenced by individual behavior, and cer-
tain individual level outputs (affective reac-
tions such as satisfaction, stress, or exper-
ienced quality of working life) may be
desired outputs in and of themselves.

The Organization as a
Transformation Process
So far, we have defined the nature of inputs
and outputs for the organizational system.
This approach leads us towards thinking
about the transformation process. The
question that any manager faces, given an
environment, a set of resources, and histo-
ry, is “How do I take a strategy and imple-
ment it to produce effective organizational,
group/unit, and individual performance?”’
In our framework, the means for imple-
menting strategies, or the transformation
mechanism in the system is the organiza-
tion. We therefore think about the organi-
zation and its major component parts as
the fundamental means for transforming
energy and information from inputs into
outputs (see Exhibit 4). The question then is
what are the key components of the organi-
zation, and what is the critical dynamic
which describes how those components in-
teract with each other to perform the trans-
formation function?

Organizational Components

There are many different ways of thinking
about what makes up an organization. At
this point in the development of a science
of organizations, we probably do not know
what is the one right or best way to de-
scribe the different components of an or-
ganization. The question then is to find ap-
proaches for describing organizations that
are useful, help to simplify complex phe-
nomena, and help to identify patterns in
what may at first blush seem to be random
sets of activity. The particular approach
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EXHIBIT 4 THE ORGANIZATION AS A TRANSFORMATION PROCESS

Inputs -» Transformation Process » Output
Organizational
Environment Functioning
" " Group/Unit
Resources Strategy > THE ORGANIZATION ). Functioning
Histo Individual
v Functioning

here views organizations as composed of
four major components: (1) the task, (2) the
individuals, (3) the formal organizational
arrangements, and (4) the informal organi-
zation. We will discuss each one of these
individually. (See Exhibit 5 for overviews of
these components.)

The first component is the task of the
organization. The task is defined as the ba-
sic or inherent work to be done by the or-
ganization and its subunits. The task (or
tasks) is the activity the organization is en-

EXHIBIT 5 KEY ORGANIZATIONAL COMPONENTS

gaged in, particularly in light of its strategy.
The emphasis is on the specific work activ-
ities or functions that need to be done, and
their inherent characteristics (as opposed
to characteristics of the work created by
how the work is organized or structured in
this particular organization at this particu-
lar time). Analysis of the task would include
a description of the basic work flows and
functions, with attention to the characteris-
tics of those work flows such as the knowl-
edge or skill demands made by the work,

Formal Organizational

Arrangements

Informal Organization

The various structures,
processes, methods,
etc. that are formally
created to get
individuals to perform
tasks.

The emerging
arrangements including
structures, processes,
relationships, etc.

Component Task Individual
The basic and inherent  The characteristics of
work to be done by the individuals in the
DEFINITION organization and its organization.
parts.
® The types of skill and ® Knowledge and skills
knowledge demands individuals have.
the work poses. 8 |ndividual needs and
® The types of rewards  preferences.
the work inherently can  ® Perceptions and
provide. expectancies.
CRITICAL ® The degree of ® Rackground factors.
FEATURES uncertainty associated
OF EACH with the work, including
COMPONENT factors such as

interdependence,
routineness, etc.

® The constraints on
performance demands
inherent in the work
(given a strategy).

® Organization design,
including grouping of
functions, structure of
subunits, and
coordination and
control mechanisms.
" Job design.

= Work environment.
® Human resource
management systems.

® { eader behavior.

® |ntragroup relations.
® intergroup relations.
® |nformal working
arrangements.

8 Communication and
influence patterns.
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the kinds of rewards the work inherently
provides to those who do it, the degree of
uncertainty associated with the work, and
the specific constraints inherent in the
work (such as critical time demands, cost
constraints, etc.) The task is the starting
point for the analysis, since the assumption
is that a primary (although not the only)
reason for the organization's existence is to
perform the task consistent with strategy.
As we will see, the assessment of the ade-
quacy of other components will be depen-
dent to a large degree on an understanding
of the nature of the tasks to be performed.

A second component of organizations
concerns the individuals who perform or-
ganizational tasks. The issue here is identi-
fying the nature and characteristics of the
individuals that the organization currently
has as members. The most critical aspects
to consider include the nature of individual
knowledge and skills, the different needs or
preferences that individuals have, the per-
ceptions or expectancies that they develop,
and other background factors (such as
demagraphics) that may be potential influ-
ences on individual behavior.

The third component is the formal orga-
nizational arrangements. These include the
range of structures, processes, methods,
procedures, etc,, that are explicitly and for-
mally developed to get individuals to per-
form tasks consistent with organizational
strategy. Organizational arrangements is a
very broad term which includes a number
of different specific factors. One factor of
organizational arrangements is organiza-
tion design, how jobs are grouped together
into units, the internal structure of those
units, and the various coordination and
control mechanisms used to link those
units together (see Galbraith, 1977; Nadler,
Hackman & Lawler, 1979). A second factor
in organizational arrangements is how jobs
are designed (Hackman & Oldham, 1980)
within the context of organizational de-
signs. A third factor is the work environ-
ment, which includes a number of factors

which characterize the immediate environ-
ment in which work is done, such as the
physical working environment, the work
resources made available to performers,
etc. A final factor includes the various for-
mal systems for attracting, placing, devel-
oping, and evaluating human resources in
the organization.

Together, these factors combine to cre-
ate the set of organizational arrangements.
It is important to remember that these are
the formal arrangements, formal in that
they are explicitly designed and specified,
usually in writing.

The final component is the informal or
ganization. In any organization, while there
is a set of formal organizational arrange-
ments, over time another set of arrange-
ments tends to develop or emerge. These
arrangements are usually implicit and not
written down anywhere, but they influence
a good deal of behavior. For lack of a better
term, these arrangements are frequently re-
ferred to as the informal organization and
they include the different structures,
processes, arrangements, etc., that emerge
over time. These arrangements sometimes
arise to complement the formal organiza-
tional arrangements by providing struc-
tures to aid work where none exist. In oth-
er situations they may arise in reaction to
the formal structure, to protect individuals
from it. It may therefore either aid or hin-
der organizational performance.

A number of aspects of the informal or-
ganization have a particularly critical effect
on behavior, and thus need to be consid-
ered. The behavior of leaders (as opposed
to the formal creation of leader positions) is
an important feature of the informal organ-
ization, as are the patterns of relationships
that develop both within and between
groups. In addition, there are different
types of informal working arrangements
(including rules, procedures, methods, etc.)
that develop. Finally, there are the various
communication and influence patterns that
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combine to create the informal organiza-
tion design (Tushman, 1977).

Organizations can therefore be thought of
as a set of components, the task, the individ-
uals, the organizational arrangements, and
the informal organization. In any system,
however, the critical question is not what
the components are, but rather the nature
of their interaction. The question in this
maodel is, then, what is the dynamic of the
relationship among the components? To
deal with this issue, we need to return to
the concept of congruence or fit.

The Concept of Congruence

Between each pair of inputs, there exists in
any organization a relative degree of con-
gruence, consistency, or “fit.” Specifically,
the congruence between two components
is defined as follows:

the degree to which the needs, demands, goals,
objectives and/or structures of one component
are consistent with the needs, demands, goals,
objectives and/or structures of another
component.

Congruence, therefore, is a measure of
the goodness of fit between pairs of compo-
nents. For example, consider two compo-
nents, the task and the individual. At the
simplest level, the task can be thought of as
inherently presenting some demands to in-
dividuals who would perform it (i.e., skill/
knowledge demands). At the same time, the
set of individuals available to do the tasks
have certain characteristics (i.e., levels of
skill and knowledge). Obviously, when the
individual's knowledge and skill match the
knowledge and skill demanded by the task,
performance will be more effective.

Obviously, even the individual-task con-
gruence relationship encompasses more
factors than just knowledge and skill. Simi-
larly, each congruence relationship in the
model has its own specific characteristics.
At the same time, in each relationship,
there also is research and theory which can
guide the assessment of fit. An overview of

the critical elements of each congruence re-
lationship is provided in Exhibit 6.

The Congruence Hypothesis

Just as each pair of components has a de-
gree of high or low congruence, so does the
aggregate model, or whole organization,
display a relatively high or low level of sys-
tem congruence. The basic hypothesis of
the model builds on this total state of con-
gruence and is as follows:

other things being equal, the greater the total
degree of congruence or fit between the various
components, the more effective will be the
organization, effectiveness being defined as the
degree to which actual organization outputs at

EXHIBIT 6 DEFINITIONS OF FITS
Fit The Issues

To what extent individual needs
are met by the organizational
arrangements. To what extent
individuals hold clear or
distorted perceptions of
organizational structures, the
convergence of individual and
organizational goals.

To what extent the needs of
individuals are met by the tasks.
To what extent individuals have
skills and abilities to meet task
demands.

To what extent individual needs
are met by the informal
organization. To what extent
does the informal organization
make use of individual
resources, consistent with
informal goals.

Whether the organizational
arrangements are adequate to
meet the demands of the task,
whether organizational
arrangements tend to motivate
behavior consistent with task
demands.

Whether the informal
organization structure facilitates
task performance, whether it
hinders or promotes meeting the
demands of the task.

Whether the goals, rewards, and
structures of the informal
organization are consistent with
those of the formal organization.

Individual-
organization

Individual-task

Individual-informal
organization

Task-organization

Task-informal

organization

Organization-informal
organization
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individual, group, and organizational levels are
similar to expected outputs, as specified by
strategy.

The basic dynamic of congruence thus
views the organization as being more effec-
tive when its pieces fit together. If we also
consider questions of strategy, the argu-
ment expands to include the fit between
the organization and its larger environ-
ment. An organization will be most effec-
tive when its strategy is consistent with the
larger environment (in light of organiza-
tional resources and history) and when the
organizational components are congruent
with the tasks to be done to implement that
strategy.

One important implication of the con-
gruence hypotheses is that organizational
problem analysis (or diagnosis) involves
description of the system, identification of
problems, and analysis of fits to determine
the causes of problems. The model also im-
plies that different configurations of the
key components can be used to gain out-
puts (consistent with the systems charac-
teristic of equifinality). Therefore the ques-
tion is not finding the “one best way" of
managing, but of determining effective
combinations of components that will lead
to congruent fits among them.

The process of diagnosing fits and identi-
fying combinations of components to pro-
duce congruence is not necessarily intui-
tive. A number of situations which lead to
congruence have been defined in the re-
search literature. Thus, in many cases fit is
something that can be defined, measured,
and even quantified. There is, therefore, an
empirical and theoretical basis for making
assessment of fit. In most cases, the theory
provides considerable guidance about what
leads to congruent relationships (although
in some areas the research is more defini-
tive and helpful than others). The implica-
tion is that the manager who is attempting
to diagnose behavior needs to become fa-
miliar with critical aspects of relevant orga-

nizational behavior models or theories so
that he or she can evaluate the nature of
fits in a particular system.

The congruence model is thus a general
organizing framework. The organizational
analyst will need other, more specific ‘“‘sub
models” to define high and low congru-
ence. Examples of such submodels that
might be used in the context of this general
diagnostic model would be (1) Job Charac-
teristics model (Hackman & Oldham, 1980)
to assess and explain the fit between indi-
viduals and tasks as well as the fit between
individuals and organizational arrange-
ments (job design); (2) Expectancy Theory
models of mativation (Vroom, 1964; Lawler,
1973) to explain the fit between individuals
and the other three components; (3) the In-
formation Processing model of organiza-
tional design (Galbraith, 1973; Tushman &
Nadler, 1978) to explain the task-formal or-
ganization and task-informal organization
fits; or (4) an Organizational Climate model
(Litwin & Stringer, 1968) to explain the fit
between the informal organization and the
other components. These models and theo-
ries are listed as illustrations of how more
specific models can be used in the contéxt,
of the general model. Obviously, those
mentioned above are just a sampling of
possible tools that could be used.

In summary, then, we have described a
general model for the analysis of organiza-
tions (see Exhibit 7). The organization is
seen as a system which takes inputs and
transforms them into outputs. At the core of
the model, the transformation process is the
organization, seen as composed of four ba-
sic components. The critical dynamic is the
fit or congruence amaong the components,
We now turn our attention to the pragmatic
question of how to use this model for ana-
lyzing organizational problems.

A PROCESS FOR ORGANIZATIONAL
PROBLEM ANALYSIS

The conditions that face organizations are



