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Department of the Army is to conduct research in the fieids of training,
motivation and !esdership.
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FACTORS IN ORGANIZATIONAL EFFECTIVENESS

Joseph A. Olmstead

Most attempts to improve organizational performance tend to be actions toward the
replacement of key individuals; modifications in structure; or the development of new
technology in the form of equipment, computers, and systems. At onc time or another,
each of these remedies may be required; however, all too frequently, they seem to be
applied because they are the most obwvicus when, in fact, the real problems may lie
elsewhere.

These circumstances suggest that present ways of thinking about organizations may
be seriously inadequate. Bennis (1966, pp. 34-63), probably the most articulate critic of
organizational theory, contends that the traditional approaches are “out of joint” with an
emerging view of organizations as adaptive, problem-solving systems, and that conven-
tional studies of effectiveness are not sensitive to the critical needs of organizations to
cope with external stress and change. According to Bennis, the usual methods of
evaluating effectiveness provide static indicators of certain output characteristics, such as
performance or satisfaction, without showing the processes by which the organization
searches for, adapts to, and solves its changing problems. Yet, without understanding of
these dynamic processes. knowledge ahout organizational behavior is woefully inadequate.

A few other writers have recogaized the importance of the adaptive processes used
by an organization. For one, Altman (1966) contends that performance effectiveness
should bu viewed from a much larger perspective—to.include so-called ‘‘process variables™
as intrinsic antecedents of performance outputs. He says, We reject the approach
to ... organizational performance solely from a ‘black box’' point of view, but propose,
Instead. a strategy of research that peers into the bdx and attempts to understand the
sequential development of performance as it progresses irom input to output’ (1966, p. 84).

This swing to a process emphasis by such respected theorists as Bennis and Altman,
along with Parsons (1960), Selznick (1957}, and others, signals a significant new develop-
ment in ways of thimking about organizations. It has finally become apparent that, with
organizations, as with people, it is necessary to focus attention upon dynamics. Because
an organization 18 an adaptive equilibrium-seeking organism, the processes through which
adaptation occurs are a significant subject for analysis. It is. therefore, important to leam
precisely how these processes contribute to overall effectiveness. It is equally important
to understand what factors influence functioning of the processes and what determines,
within a particutar organization, whether the processes can resist disruption under pres-
sure arising from the environment.

One major barner to accomplishing these objectives has been a lack of concepts that
a1 both amenable to systematic research and useful for organizational diagnosis and
developmient. At HumRRO, efforts to overcome this barrier have centered around several
concepts that ave sithsumed under the rubric of “Organizational Competence.”

The coniceptual framework derives from the view that one of the most crtical
factors in the effectiveness of any organization is its ability to sense changes in its
extirnal and intemal environments, to process the information sensed, and to adapt
opaerations to ihe sensed changes. The ability of the organization to perform these
functions 15 what Is meant by “Organizational Competence''—the capacity of an organiza-
tion to cope with continuously changing environments,
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It is further counceived that “*‘Competence” is a major determinant of Organizational
Effectiveness. Where “Effectiveness” is the final outcome (mission accomplishment, pro-
ductivity, ete.), Competence is the ability of the organization to perform the critical
operational functions, or processes, that lead to achievement of effectiveness. \When the
processes that comprise Competence are handled well, they enable an organization to be
effective. When handled poorly, they may negate many of the positive effects contributed
by efficiency in other areas.

For both research and practical purposes, it was necessarv to analyze the concept of
Competence into identifiable components and, then, to operationalize these components.
Four components were finally evolved:

(1) Adaptability. Coincides with problem-solving ability which, in turn,
depends upon flexibility of the organization. Flexibility is the capacity to
leam through experience, to change with changing intermal and extemal
circumstances.

(2) Reality-Testing. The organization must develop adequate techniques for
determining the realities of its situations, for determining the real prop-
erties of its environments. Accurate sensing of the environments is essential
before adaptability can occur.

(3) Identity. Adaptability requires that an organization ‘‘know who it is and
what it is to do.” [dentity involves:

(a) The extent to which the organizational guals are understood and
accepted by personnel.

{b) The extent to which the organization is perceived accurately by its
personnhel.

(¢c) The extent to which there is involvement with the organization and
with its goals.

(4) Integration. The extent to which structure and function are maintained
under stress, and the relationships among sub-units are such that coordina.
tion is maintained and various units do not work at cross purposes.

Three of the components—Adaptability, Reality-Testing, and Identity—are Bennis'
(1966) criteria of organizational health. The fourth component—Integration—was added in
order to cover what was considered to be an especially critical aspect of organizational
performance.

The next problem was to ‘‘operationalize™ the components. Building upon Bennis'
notion of adaptability, Schein (1965) says every organization must execute an
‘‘Adaptive-Coding Cycle” in order to adapt to changes in its environmerts. This cycle
consists of six steps. For the analysis of Competence, another step was added, resulting in
seven organizaticnal processes considered to be critical ingredients:

(1) Sensing—Information acquisition.

(2) Communicaiing Information Sensed—Information processing.

(3) Decision Making—Solving problems and making decisions.

(4) Stabilizing—Making required internal changes while reducing or managing
undesired by-products.

(8) Communicating Implementation—Processing information concerning actions
to be taken.

(6) Coping Actions—Execution of actions required by environmental changes.

(7) Feedback—Obtaining information on the results of the actions taken.

It can be seen that the processes can be subsuined under thr. of the four
components of Competence. Thus, Reality-Testing consists of Sensing, Communicating
Informatiou Scnsed, and Feedback. Adaplability cuusists of Decision Making, Coninwne
cating Implementation, and Coping Actions. Integration consists of Stabilizing. The
remaining component, Identity, is not a process component but a social-psychological
state, and it is measured uot in terms of performance, but by a questionnaire.
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To illustrate relevance of the concepts, dutn are presented from a HumKRO project
which had the objective of determining the conteibution of each of the components of
Competence, and of Competence as a whole, to Organizational Effectiveness. A secuund
objective, still being studied, is to identify human fectors that influence the quality of
Competence performance. Stated simply, the problem was to assess Organizational
Effectiveness, assess performance on the processes comigwising Comperence, and deti-rmine
the relationship between these measures.

The data presented are based upon the per{formence of 10 groups of 12 experienced
officers who participated as battalion commander, battalion staff, and company com-
manders in an 8-hour role simulation of a light infantry bsattalion engaged in intemal
defense operations. Time limitations do not permit the description of the elaborate
simulation and scoring precedures. The data consisted of all communications occurring
within the organization during the 8-hour problem. These averaged 1,250 communications
per group. Each communication was classified according to the process that was per-
formed and also was scored in terms of quality of performance of the process. Effective-
ness was measured by evaluations of expetienced field-grade officers who used
preestablished criteria concerned with extent of missio.. accomplishment.

Zero-order correlatiors between group scores on each of the seven processes and
Effectiveness are shown in Teble 1. Significant relationships with Effectiveness were
found for five of the seven processes. Small, but not significant, relationships were found
for Stabilizing and Feedback.

Table 1

Relationship of
Organizational Processes to Effectiveness

Correlation With

Organizational Process Effectivenessd

Sensing 92
Communicating Information Sensed 79
Decision Making 78
Stabilizing 22
Communicating Implementation .75
Coping Actions .70
Feedback .18

263 required for significance at .05 levet of confidence.

Process scores were combined to obtain scores for three of the components of
Competence—Reality-Testing, Adaptability, and Integration. These scores were .ombined
with the I[dentity score to obtain a score for Competence. Table 2 shows zero-order
correlations for Competence and each of its components.

Both Reality-Testing and Adaptability were significantly correlated with Llfective-
ness, and ldentity approaches significance at the .05 level. Competence, considered as a
whole, is significantly related to Effectiveness.

These data illustrate the critical relevance of Competence for Organizational Effec-
Lveness. In the study described, Competence accounted for 46%, almost one-half, of the
variance within Effectiveness. Therefore, Competence appears to be a major determinant
of Effectiveness.

Although each group performed continuously throughout the 8-hour problem, the
simulation was admnistratively divided into an initial 1-hour ‘‘shakedown’’ period and
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Tatle 2

Relationship of
Competence and Componencs to Effaztivanass

] Sonrrelation With
Companant 1 B ectiveness?
Reolity-Testing 96
Adaptability 79
liitegration 22
fdentity 58
Competence 58

LA . .
63 reg .irrg tor pgnificance at .05 lovel a1 sonhdenm e,

thiree phases of 2 hours pud 20 minutes each. Within the phases, enviromnental pressur
was manipulated by changes in frequency of mnput mossages aad complexiy of the
problems to - Lot cuputs -ere related. Inputs were contered around a totd of 128
interlocking, h-tt s paraely identifiable, “prebes’ or problems, Thus, phases ditfeeed in
the amount ot 1 sure thal was generatev Phase 1 was e “Low™ pwvessure phase, the
second phase wa. ciiaracterized as having “Moderate™ piesoce. and Plase 3 was “RHigh™
in pressure.

Figure I shows mean nrobe process scares atveraged by nhase {or the five groups that
were scored as “most effective™ in terms of mission accomphishment, and the five groaps
scored ss ‘‘least effective.”

Figure 1 illustrates 2 number of significunt points. Fist, an analysis of vaviance
showed signifwany differences netween the five “most effective” grouns and the g
“least effective™ anes and hetween Phases. Foithempore. process performannse by ihe
Most Effective geoups was batter in all pbases.

Mean Probe Process Score by Phase
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Figure 1 also shows a strong degradation in process performance by both the most
eficctive and the least effective groups during Phase 2. This decrease ovcurred because
each group experienced a radical change n its mission and its operational conditions at
the beginning of Fhase 2. The degradation in process performance illustrates a phenome.
nen that occurs in most organizations when they are faced with sudden change or
extreine stress. For a perivd, performance and internal coordination may deteriorate,
resulting in reduced effectiveness,

Heowever, change or stress affects some organizations more than odhers. This is
confirmed in Figure 1, which shows that the relative degradation in process performance
during Phase 2 was much greawer for the Least Lffective groups.

Finaily, in Fhase 3, the Most Effective groups succeeded in a complete and rapid
recovery back to the level of their initial process performance, despite the fact that this
phase was, in effect, a “pressure overload™ situation. On the other hand, under pressure
overload, the ieast Effcetive groups recovered only slightly, and never reached their
initial level of performancz. The ability of the more effective groups to recover rapidly
after a radical change probably sccounds for rauch of iheir ultimate effectivencss. This
{ivdieg lustrates the fact (hat sorae vrganicalion, fold up’ ucder change and pressure,
whereas others do not Muore imnportant {or consideradon here s the fact that the
deterreration occurs in their performance of criticad processes. In this connection, a
question cuarrently under study at HumRKRRO is, “Why do the processes in some organiza-
tons hreak down under chunge and pressure while they do not do so nearly as much in
orher erganizations?”

It 1 believed  that these results demunstrate the oritical importance of process
performaice as o Jdeterminant of organizational effectiveness. Competence is concerned
with tire quahty of performarce within an o*ganization and. accordingiy  is an important
faoter i oeffectiverees, Yo, this aspect of performance lhas received hittle systematic
attention i either resezrch or orgonizational development and training.

e capeseity of an orgavisaiion to wdentfy, solve, and adapt to operational prob-
lems derives in nare from the foomsl body of polivies and procedures intended to guide
decisions and actions, in part from ihe adequacy of (techpigues and equipment, and, in
pary, {rora the swits of individual pemsonrel in parforming the necessary activities.
However, newther the iege of decisions, nor the adeguacy of techniques and equipment,
nor e eomretence of mdividuals o execating {echnical operations are sufficient to
resuit in 3 convelled and direcied syster eof orgarizational decision and action. A
resatamy enticd elegent avohaess orgastizationn processes concerned with the coordina-
tion of acdviftes uno the integration of wformation and decisions. Included in these
processes are the wavs oniectives ore derved and communicaied. the means whereby
wrormation 1o acguired @ rocessad within ke organization and the ways activities of
key voersonne! ae coordmatead Alsn oicfuded 2w processes involved in 1eaching and
impienenung docoiees end i obtanne g feedback on the results of action - caken.

Thiv emphisis upon orgamizaticoat responaes to problem situations points up the role
of the organization as o problem solver and decision maker. Although individuals actual'y
pertonn the peoblemeselving and  decsionemaking  activiues, the necessity for global
creganizatonal responses makes it useful to tvnk of the organizadon as a problem-olving,
decston-makicg system in which tre basic 1npose is to take directed. mmified action in
an envipen'rent that jaesents o continuous flow of uncertainty situations. In such a
spstem, the mesos wherehy information, dceisions. and actions are brought into conjune-
tion mwmvolve 4 complex interpiay between positions and between levels. This censtant
Mterolay s ne essence of modern organizational competence,

it apiead thal Competerce is mamly  depeadent upon the performance of
persennel, Some technologicesl assists can be provided. stch ax data-processing systems
aidovel highly soohisticated communications systems: however, the payoff in Compe-
tence shinnatewy reduces to the judgments and actions of key pessonnel, both individually

v

”

il

Wil s L &




and collectively. It depends upon the quality and quantity of information that is
acyuired; choices concerning to whom acquired information is to be communicated, as
well as the accuracy and completeness of the communications; decisions concerning ways
to cope with unusual or unanticipated situationhs, and the actual execution of actions
resulting from such decisions—all performed at a high level of sensitivity and coordin-
ation. These are uniquely human activities that can only be assisted by technology.

In many organizations, the quality of process performance is not very good because,
in order to control variability and thus ensure reliability, many leaders tend toward
regulated and formal responses, They tend to prefer the certainty of standardized
procedures with their clearly demarcated and logically related stages and, accordingly,
they give little systematic attention to process performance. However, over-reliance upon
standardized responses tends to result in organizational rigidity, whereas, in the fast.
changing environments of today, to be effective an organization must maintain a high
level of flexibility. This quality is essential in uncertainty situations, and it has its source
in what has been called here “Organizational Competence.”

Leaders cannot be criticized too severely for over-emphasis on standardized
responses. Although most people who have given much thought to organizations are
aware of certain more or less intangible aspects, which, here, have been called processes,
these factors are often viewed as impossible to see and difficult to understand. Accord-
ingly, little is ever done about them in any systematic way.

The conceptual framework presented here under the rubnce of Organizational Com-
petence seems to offer a means for overcoming this problem. For research purposes, the
Competence components and their processes, together with the methodology for their
measurement, provide concrete ways for analyzing intemal functioning and for relating
such functioning to both antecedent causal factors and ultimate achievemeni.

In application, Competence and its components offer polential for both organiza
tional diagnosis and development. Thus, it is possible to identify individuals, positions, or
departments that are functional or dysfunctional in terms of performance of some or all
processes. It is possible to determine who, or what departments, should perform each
process, how well the processes are performed, and how they could be performed better.

The processes that have been identified provide hoth a framework for evaluation and
bases for training and organizational development. Knowledge of requirements for effec-
tive process performance, when coupled with controlled experiences in execution, can be
expected to result in decided improvements in the leadership and managerial performance
of individuals, However, the greatest benefit is to be found in performance of the
orzanization, considered as a whole. Fundamental to the framework is the view that
Competence represents capability of the organization and is different from the sum of
individual capabilities. Process performance involves organizational responses and the quil-
ity of any single response event is delermined by the entire network of antecedent relation-
ships and responses. This suggests that Organizational Competence can best be improved
by efforts that focus upon developing the organization as a system, that is team trsining of
all key personnel together, rather than skill development with isolated individuals.

The processes that occur within organizations have been neglected when, in fact,
they appear to be critical determinants of effectiveness. The conceputal framework
embodied in Organizational Competence appears to provide onc productive means for
overcoming this limitation in both research and application.
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