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Modern Organizational Theories are
classified into two types — Systems Theory
and Contingency Theory. In this article,
we will take an in-depth look at the
Systems Theory along with its
contributions and criticisms.



Modern Organization Theory
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The Systems Theory was developed in the
early 60s. With a conceptual and analytical
base, it attaches a great significance on
empirical research data.

In simple terms, the theory

considers organizations as systems. “A
system is an organized or complex whole -
an assemblage or combination of things or
parts which form a complex unitary whole”.



Systems Theory

Organizations are open systems in active
exchange with their environment
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There are two types of systems:

Open Systems — which interact with their
environment. Also, all living systems are open
systems.

Closed Systems - which have no interaction with
their environment. Also, all non-living systems
are closed systems.

An organization is an Open System as it
continuously interacts with its environment.
Therefore, in order to understand an
organlzatlon one must identify its boundary. We
can understand an organization’s interaction with
its environment as an input-output model.



Input-Output Model
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Individual - An individual and his personality is the basic part of the system. Every
individual’s attitude and motives determine his expectation when he participates in the
organization system.

Formal Organization - A formal organization is the interrelated pattern of jobs which
are designed to regulate the actions of individuals and other resources in the
orlganization. Therefore, the individual must perform hisgob and the organization must
fulfill his expectations on successful completion of the job. Usually, there is incongruency
between the goals of the organization and those of its members.

Informal Organization - In any organization, an individual interacts significantly with
the informal group to which he belongs. This informal group, typically, demands the
individual to conform to its laid-down behavior patterns. The individual conforms in order
to accomplish his goals by associating with the informal group. Further, since the two
interact, they modify each other’s behavior.

Status and Roles - In every organization, individuals are expected to play certain roles.
These roles determine their status. There are times when the demands on an individual
from the formal and informal organizations contradict each other. At such times, there is
a role conflict. Therefore, it is necessary that the two roles fuse together. This fusion
process acts to wield divergent elements together in order to preserve the integrity of
the organization.

Physical Setting - Another important component is the physical surroundin%s in which
an individual performs a job. Therefore, it is important to carefully examine the
interaction in the complex man-machine system. One cannot aﬁproach the problem in a
purely technical manner and needs to consider the social, psychological, as well as
physiological conditions of members. Only then can one fit the machines to men.



The contingency theorY is simply an extension of the

systems organizational theory. According to this theorK, there is no
particular managerial action or organizational design that is
appropriate for all situations.

In fact, the design, as well as the managerial decision, depends on
the situation. In other words, it is contingent on the situation and
circumstances. Therefore, the Contingency Theory is also referred to
as a situational theory.

Like in the systems organizational theory, the contingency theory
considers an organization as a system which consists of several
sub-systems.

Further, both these theories lay a lot of emphasis on maintaining and
adapting activities for the growth and survival of the system.

They also deal with patterns of relationships and the interdependence
among the elements of the system. However, there are some
differences between the two.



Contingency Theory of
Organizational Design

Organizations in stable
environments choose a
mechanistic structure (centralized
authority, vertical communication
flows, control through strict rules

/ and procedures)
o Determine the design
Characteristics of of an organization's
the environment structure and control

systems

Organizations in changing
environments choose an organic
structure (decentralized authority,
horizontal communication flows,

There is no one best way to organize; organizational cross-departmental cooperation)

structure depends on the environment in which an
organization operates.




Weber identified the following components of bureaucracy
as essential

Official jurisdiction on all areas is ordered by rules or laws
already implemented.

There is an office hierarchy; a system

of super- and sub-ordination in which higher offices
supervise lower ones.

The management of the modern office is based upon written
rules, which are preserved in their original form.

Office management requires training and specialization.

When the office is developed/established it requires the full
working capacity of individuals.

Rules are stable and can be learned. Knowledge of these
rules can be viewed as expertise within the bureaucracy
(these allow for the management of society)



Max Weber believed that an ideal bureaucracy
consists of six specific characteristics: hierarchy
of command, impersonality, written rules of
conduct, advancement based on achievement,
specialized division of labor, and efficiency. This
ultimate characteristic of Weberian bureaucracy,
which states that bureaucracies are very efficient,
IS controversial and by no means accepted by all
sociologists. There are certainly both positive and
negative consequences to bureaucracy, and
strong arguments for both the efficiency and
inefficiency of bureaucracies.



Weber's theories were purposed to set a stage for other organizations to
follow, and the characteristics are so ideal that they may be impossible for
any actual organization to succeed. He wanted to come up with a set of
guidelines that would favor both efficiency and, most importantly,
conditions that would make the workers top priority. It was common for
earlier theorists to distort Weber's views, and today, people still make the
same mistakes as they did when Weber's views first came into play. He
has always been critiqued for the branches of his ideas that don't work in
reality, but the point of his theory was not to actually create an

?rl anization, but to create an ideal model for other organizations to
ollow.

One big misconception that people have had in the past is a question of
Weber's morality due to their oversimplification of his characteristics of a
pure bureaucracy. "There is dangerous risk of oversimplification in making
Weber seem cold and heartless to such a degree that an efficiently-run
Nazi death camp might appear admirable." In reality, Weber believed that
by using human logic in his system, organizations could achieve
improvement of human condition in various workplaces. Complexity in an
organization yields the highest success, therefore simplifying it leads to
the illusions of over-authority and intense hierarchical power that are
inaccurate of Weber's beliefs.
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