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• Chapter 1: Overview and 
History of  Organizational 
Behavior

• Chapter 20: Overview and 
History of  Organizational 
Theory

• Chapter 21: Organizational 
Strategy & Structure
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Week 1 Learning Outcomes

1. Define “organization”, organization theory, and the components of 
an organization’s formal structure.

2. Relate the importance of classical management theorists and 
development of organization theory.

3. Consider factors that determine the stability and uncertainty of an 
organization’s environment.

4. Differentiate between closed and open systems.
5. Discuss what is meant by the term “learning organization.”
6. Define organizational strategy and the three levels of strategy
7. Understand the strategic planning process and relate to the the 

organizational culture



What Is Organizational Behavior (OB)?

§ The study of individual and group dynamics within an 
organization setting. 



The Goals of  Organizational Behavior

§ OB attempts to explain why individuals and groups behave the way 
they do within the organizational setting. 

§ OB tries to predict how individuals and groups will behave based on 
internal and external factors. 

§ OB provides managers with tools to assist in the management of 
individuals’ and groups’ behaviors so they willingly put forth their best 
effort to accomplish organizational goals. 
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Topics to Be Discussed Throughout the Course

§ Diversity
§ Perceptions and 

attitudes
§ Communication 
§ Motivation
§ Leadership

§ Stress and conflict 
management

§ Group dynamics
§ Working in groups
§ Teams and team-building
§ Managing organizational 

change



What is Organizational Theory?

1. Organization theory (OT) is commonly referred to as the study of 
the behavior and nature of organizations in their environments. 

2. Although organization theory emerged from the disciplines of 
sociology, economics, political science, and psychology, similar 
to organizational behavior, the focus of OT is the organization as 
a whole.
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What is an Organization?

• An organization is a collection of people working together (i.e., 
social entity) under a defined structure to achieve 
predetermined outcomes through coordinated activities (i.e., 
processes).

• Although many of the theories originated in the business world, 
application to health care is clear.
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Organization Structure

§ The formal structure of a company is reflected by its 
organization chart which reveals the complexity of the 
organization. 

§ The more differentiated and diverse the activities (i.e., size, 
technology, strategies) of the organization - the more 
integration is required resulting in a more complex 
structure. 

§ Next Slide is the Organizational Chart illustrating ONE 
service line within UCSF Benioff Hospital
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Organizational Formal Structure

§ The pattern of formal relationships and duties – the organization chart 
plus job descriptions.

§ The way in which the various activities or tasks are assigned to 
different departments and/or people in the organization 
(differentiation).

§ The way in which these separate activities or tasks are coordinated 
(integration).

§ The power, status, and hierarchical relationships within the 
organization (authority system).

§ The planned and formalized policies, procedures, and controls that 
guide the activities and relationships of people in the organization 
(administrative system).

Kast and Rosenzweig (1985, p. 234) define an 
organization’s formal structure as:



Environmental Forces and the 
Organization’s Structure
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The stability/instability and certainty/uncertainty of environmental 
forces greatly affect an organization’s structure. 

Questions to be answered:

1. How many forces does an organization need to deal with on a 
regular basis?

2. How diverse are these forces? 
3. How rapidly these forces are changing? 



History of  Organizational Theory
§ “Taylorism”

- The traditional or classical management approach

§ Hawthorne Studies 
- The beginning of the human relations/behavioral 

management movement

§ McGregor’s Theory X and Theory Y
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History of  Organization Theory

The historical roots of  organization theory can be found in 
the concepts developed during the Industrial Revolution in 
the late 19th and early 20th centuries. 

• Max Weber (1864-1920)
• Henry Fayol (1841-1925)
• Frederick Taylor (1856-1915) 
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The Six Key Administrative Characteristics of  
Weber’s “Rational” Organization:

1. Hierarchy of authority – to ensure clear communication of 
supervision and subordination positions (i.e., designations). 

2. Hiring (and promoting) of technically qualified workers -
to ensure that hiring and promotions are based on merit 
rather than favoritism, and those hired view their positions as 
full-time, primary careers.

3. Consistent system of rules – to ensure consistent and 
effective pursuit of organizational goals.



The Six Key Administrative Characteristics of  
Weber’s “Rational” Organization:

4. Extensive use of written documents – to ensure that   
decision are made and communicated through written rules 
and records.

5. Functional specialization and division of duties – to 
ensure efficient operations with each worker carrying out 
specific tasks and duties based on his/her skill and training.

6. Separate position from worker – to ensure that individual 
workers did not have “rights” to any aspect of his/her 
position thereby eliminating the ability to pass the position 
on to friends or family once their contract ends. 
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Henri Fayol (1841-1925)

§ Developed a “set of rules” for managers 
to follow to be successful. 

§ His rules consisted of three parts: 
(1) Activities of management, 
(2) Principles of management, and 
(3) Elements of management.
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Fayol’s Activities of  Management

Fayol argued that all activities 
within organizations could be 
divided into six main groups:

1. Technical
2. Commercial
3. Financial
4. Security 
5. Accounting 
6. Managerial 
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Fayol’s Principles of  Management



Fayol’s Principles (cont.)
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Fayol’s Principles of  Management (Cont’d)



Fayol’s Principles of  Management 
(Cont’d)
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Elements of  Management:

Fayol saw a manager's 
responsibilities as 
(you learned these in 
your BSN program!):

1. Planning
2. Organizing
3. Commanding
4. Coordinating
5. Controlling 
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Taylor’s Four Basic Principles of  Management

1. Develop a science for the work of each 
person. This involves determining how 
the work can best be performed by 
experimenting with it, conducting 
motion and time studies, and often 
applying mathematical formulas.

2. Scientifically select the best individual 
for the job, train that person to be able 
to perform the job better and better, 
and finally pay higher wages than ever 
before to reward the increased 
productivity.



3. Cooperate with the workers to ensure that the work is, in 
fact, done in the prescribed manner; make knowledge of the 
job (principle 1) and the worker selected (principle 2) come 
together. This should include, but not be limited to, providing 
for increased earnings for those who follow the prescribed 
methods most closely.

4. Divide the work so that activities such as planning, 
organizing, and controlling are the responsibility of 
management; the worker, in contrast, has the responsibility 
for doing. This division is predicated on the assumption that 
most workers do not have the capability to create the 
science of their work.
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Taylor’s Four Basic Principles of  Management
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Open-System Theory: Katz & Khan (1978)



4 Phases in Open Systems Theory

§ Inputs
§ Transformation
§ Outputs
§ Recycling

§ (See p. 442-444)
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“Learning” Organizations
“We can’t solve problems by using the same kind of thinking we used when we 
created them”  Alfred Einstein

§ Health care is an 
extremely complex system

§ The system must learn 
that what worked in the 
past likely will NOT work in 
the future

§ Peter Senge (1990) The
Fifth Discipline

§ Five key elements
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Organizational Strategy

§ Organizational strategy deals 
with the choices the organization 
makes that define how it relates, 
as a whole, to the external 
environment.   

§ Organizational strategy is both a 
process and a mind-set (i.e., 
way of viewing the environment).
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What is Strategy?

§ By definition, strategy provides the means to accomplish the 
vision, mission, and objectives of the organization.

§ The focus on the whole organization rather than individual 
units or parts of the organization is a defining element of 
strategy.
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Stages of  Strategic Planning

• Assessment

• Development

• Implementation

• Evaluation

(sound familiar?!)
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Strategic 
Planning 
Process
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Strategic Assessment

§ Values and culture
§ Internal environmental 

analysis 
§ External environmental 

analysis 
§ Competitive analysis (Often 

as a SWOT analysis in the 
business world) 
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Strategic Plan Development

§ Vision and mission 
§ Long-term objectives 
§ Long-term strategies 
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Implementing the Strategic Plan

• Medium-term plan 
• Annual objectives 
• Budget 
• Policies
• Management systems 
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Evaluating the Strategic Plan

§ Management evaluates the effectiveness of the prior year’s 
strategies, including accomplishment of the year’s strategic 
objectives.

§ For an effective evaluation, biases need to be set aside and 
the analysis needs to be factual.
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Three Levels of  Strategy

• Level 1 – Corporate strategy 
• Level 2 – Business strategy 
• Level 3 – Functional strategy 
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Level 1 – Corporate Strategy 

Corporate-level strategy answers the questions:

1. What business(es) the organization is in?
2. What is the emphasis between those different businesses?
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Level 2 – Business Strategy 

Business strategy defines how the organization 
will compete within the defined business(es) -
given the allocated resources. 

© 2016 Jones and Bartlett Publishers



Level 3 – Functional Strategy 

§ Almost all implementation of strategy is accomplished at the 
functional level, as most organizations use a functional 
structure at some level.

§ For those organizations having no functional structure at all, 
the lower units (such as teams or networks) still must have 
functioning strategies to guide them in carrying out the 
overall organizational strategies.

§ Consistent functional strategies that fully support the 
organization’s chosen business strategy, lead to the targeted 
level of efficiency and effectiveness, build on the 
organization’s strengths, and are key to the successful 
implementation of the organization’s corporate and business 
strategies.
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Strategy and Organizational Structure 

The organization’s structure plays a dual role in the strategic 
planning process: 

• It is an important consideration in the internal evaluation 
phase, and 

• a critical element in implementation. 
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Matching Strategy and Structure

Based on research in 84 organizations 
(including 19 hospitals), Miles and Snow 
(1978) proposed four organizational 
types:
1. Defenders 
2. Prospectors
3. Analyzers
4. Reactors 

See Borkowski Chapter 21!
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Culture and Strategy

§ Organizational culture is considered at both the internal assessment 
and implementation stages of the strategic planning process. 

§ During the internal evaluation phase, the organization’s overall 
culture should be evaluated, as the organization’s existing culture 
can be a major strength or weakness. 

§ During the implementation phase, culture should be a primary 
strategic consideration. 
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