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Organisational Systems & Processes 


Organisational Systems 


A system is a network of interdependent 


elements that work together to accomplish 


the systems aim (or its intent).  Thinking 


of organisations as systems provides us 


with a variety of important viewpoints.  


For example, organisations are exposed to 


their environment (in this case social, 


political, technological, legal, etc) just as 


any other type of system.  In order for 


systems to work effectively in such a 


changing environment, systems must be 


capable of adaption and continuous 


improvement.   Failure to monitor and 


make adjustments to the environment can 


cause a state called entropy where 


misalignment occurs through incorrect assertions and decisions.  This can lead to irrelevance 


and threatens survival.  


The organisation as a total system is made up of sub-systems which typically include its 


functions.  These may include marketing, finance, production, operations, HR, etc.  Such sub-


systems work interdependently and for the common good of the total system.  They cannot 


work effectively if isolated or managed independently from the others.  A change in one sub-


system usually affects other sub-systems and in turn the total system as well.  Sub-systems 


therefore work together towards synergy (a harmony of forces) in order to accomplish 


organisational goals that couldn't have been accomplished by any one sub-system alone.  


Organisational Processes 


Sub-systems or organisational 


functions are themselves made 


up of processes or work 


operations.  These processes 


are themselves a system of sorts with inputs (eg, materials, people, finance and information) 


being transformed (technical, administrative, financial and human elements, etc) into outputs 


such as products, services, profits, behaviours, reports, etc.  Feedback on the performance of 


the output (its ability to meet its objective as measured appropriately) is fed back into the 


input side of the system in order to inform improvement or other changes to the input or 


transformational stages of the process system.  Processes are therefore subject to variation 


and can usually be improved in some way. 


 


 


 








Organisational Process Mapping 


Grouping common processes together typically results in a functional sub-system (eg, 


finance, HR, marketing, operations, etc) as per our original system figure.  A few of the 'hard' 


processes that you may relate to include payroll, leave, procurement and payables, expense 


reimbursement, grants management, planning and budgeting, development, invoicing and 


ordering, capital expenditures, fixed asset handling, and account management.  A few of the 


'softer' processes that are just as important include communication, decision making, 


leadership, reward and recognition and performance management.  As mentioned previously, 


all processes have inputs, transformational activities and outputs. 


From the organisational process map supplied, you can see simplistically, the core processes 


that each organisational sub-system (function) undertakes.  Together the functions then make 


up the organisational system and support the organisation in achieving its goals. 


By better understanding organisations as systems, managers can better understand the 


interdependencies between sub-systems and the effect of decisions on the total system.  








Organisational Innovation 


• Organisational Structure  


• Process Variables  


• Innovation & Culture  


• Measuring innovation readiness  


To remain competitive, organisations must be innovative.  We sometimes think of innovation 


as being creative, however there is a difference.  Creativity refers to the generation of novel 


ideas;  innovation to making money from such ideas.  Innovation is about change.  To 


manage innovation effectively we need to manage the fundamental tension between the 


forces of innovation and organisational stability.  For some, this can reveal itself as conflict 


between staff members, layers of management or departments within organisations.  


According to Drucker (in Henry & Walker 1999:7), innovation takes work rather than genius 


and requires a disciplined approach.  In fact he argues that what the most successful 


entrepreneurs actually have in common is a commitment to the systematic practice of 


innovation and not just a certain type of charisma.  Innovation is therefore a systematic 


process (as highlighted in the figure below), where an idea is conceptualised, developed and 


exploited to either create something or change an existing practice, usually for financial 


benefits (commercialised). Innovation is not just about new products but also includes ideas 


in relation to improving processes, structure, management, technology or anything else that 


may add value to the organisation.  The challenge facing organisations is how to reduce the 


time among these stages so as to exploit the innovation as soon as possible - thus creating 


some form of market advantage. 


 


Source: The innovation Process, Davidson & Griffin 2000:452 


Most innovations therefore come from a purposeful search for opportunities.  Externally, 


opportunities may exist in demographic shifts, changes in industry, technology or 








government directions, customer perception and expectations and new knowledge to name a 


few.  Internal innovation players take advantage of such opportunities to create or support 


some form of competitive advantage.  These people are typically referred to as ideators, 


inventors, champions, sponsors and intrepreneurs but are not usually distinguishable by their 


position description alone.  It is interesting to note that AUSTRALIA ranks as one of the 


most innovative economies in the OECD, according to the Backing Australia's Ability: Real 


Results Real Jobs, the Commonwealth Government's Innovation Report for 2002-03.  It 


highlights the three key elements in the innovation process: strengthening the ability to 


generate ideas and undertake research, accelerating the commercial application of those ideas 


and developing and retaining Australian skills.  A feature of the 2002-03 Innovation Report is 


the Innovation Scorecard, which shows that Australia is one of the most innovative 


economies in the OECD.  Read more in the Minister's media release available from this link. 


South Australia is considered to be the most innovative state in Australia when we measure 


the number of ideas that are converted to products and services.  Sound interesting?  You 


may like to discuss this in the following discussion forum. 


  


Innovation is about change.  Change can be radical, evolutionary or revolutionary.  Radical 


innovations occur when products or services are changed significantly.  For example the shift 


from human banking transactions to electronic through an ATM or via the internet and the 


shift from the LP record to the CD.  Such innovations are highly visible and public.  


Incremental innovation on the other hand include those new products, services or 


technologies that modify or build upon an existing one.  A simple example is the move over 


time from 10 speed to 24 speed racing bicycles.  Product innovations are usually found in the 


creation of new products and services or the physical changes of, or performance changes to, 


existing products and services.  Process innovations are changes in the way a product or 


service is created (ie, designed on a computer), manufactured (ie, injection moulding) or 


distributed (ie, via the internet).  According to Davidson & Griffin (2000:458), organisations 


can fail to innovate for at least the following reasons:  


1. A lack of resources  
2. Failure to identify opportunities through  lack of entrepreneurship or intrapreneurship  
3. Resistance to change (culture, climate and environment)  
4. Structural misalignment  


  


Organisational Structure 


Look at the following model.  It represents Organic vs Mechanistic Structures.  These types 


are not presented as “desirable” or “undesirable” for each serves their own purpose, however 


they will have an effect on internal creativity. Do either of the structures remind you of an 


organisation that you have worked for? Which of these designs would be better for 


organisational efficiency? Which one would be better for innovation? 








  Design 


Structural Dimension Mechanistic Organic 


Standardisation high low 


Formalisation high low 


Centralisation of authority concentrated diffuse 


Discretion small extensive 


Levels of hierarchy many few 


Administrative component large small 


Specialisation depth breadth 


Communication minimal extensive 


Source: B&PA 8853D Learning Guide 1998:14 


Classical theory teaches that we should structure the organisation to best meet company 


objectives. Traditionally organisations strive for maximum efficiency whereas we should be 


aiming at maximum effectiveness (through innovation) in order to remain competitive.  


Typically, employees are more encouraged to express their creative thoughts in loosely 


structured organisations however the process needs to be controlled.  For example some 


organisations, such as McDonald’s, operate as a series of franchises which rely on uniformity 


to attract customers. Many of the features of the mechanistic structure are present in such an 


organisation (eg, standardisation), making it more successful. This is an example of the 


structure being selected which best fits the objectives of the organisation.  Which of the 


above models do you think would best describe the following organisations: The army, an 


advertising agency, a firm studio, an automobile assembly line, the Microsoft Corporation 


(computer software).   You may like to add to a discussion of this topic below. 


 


Process Variables 


There are a number of innovation variables that can be used to stimulate innovation 


throughout the process input-output cycle.  A few are provided here for your consideration. 


 








 


Source: adapted from Robbins et al 'Management' p 373 


 


Innovation & Culture 


It is important to appreciate that it is not enough to merely introduce such variables into the 


organisation.  They must be nurtured and maintained if they are to have the chance of 


developing an organisational culture in which innovation and change are the norm rather than 


the exception.  Saville and Reid suggest that to enhance continuous improvement and 


innovation the following things should happen. 


Barriers between levels in the 


organisation should be broken 


down 


Managers should be accessible to employees both 


physically and personally. 


A manager who is seen as ‘unapproachable’ will usually not 


find employees sharing new and creative ideas with him or 


her. 


Why would they? They might be criticised or might be 


penalised if the idea fails. 


Barriers between functional 


groups should be broken down 


Other groups in the organisation should be seen as internal 


customers, not as rivals. 


People from different functional areas must be brought 


together to foster an understanding and appreciation of what 


each group does to serve one another. 


Teamwork is encouraged 


If people are given the opportunities to work in teams which 


have decision making delegated to them, the 


accomplishments and innovations will flow, because people 


aren't working in isolation. 


If teams have been introduced properly to an organisation, 


team members will feel a real ‘control of their work destiny’ 


and will be more inspired to suggest ways of improving 


operations, products and services. 


Saville and Reid offer the following suggested actions to enhance creativity:  








• Create an open, decentralised, organisational structure 


• Support a culture which provides leverage for creative experimentation 


• Encourage experimental attitudes 


• Emphasise the role of the champion (eg, the one who has suggested successful 


innovations) 


• Provide the freedom to fail through the development of a climate of trust 
• Build an infrastructure that encourages communication at all levels 
• Put in place a good Change Management program 
• Circulate success stories 


• Make resources available for new initiatives 


• Ensure that new ideas cannot be easily killed 


• Remove bureaucracy from the resource allocation process 


• Provide appropriate financial and non-financial reward for success 


• Ensure a corporate culture that supports risk-taking and questioning 


• Minimise administrative interference 


• Create measures of innovation performance 
• Provide venture finance for innovation projects 


Sound rational?  Well it is but it isn't that easy to implement.  You need your people on board 


with you to really support such a culture.  Here are a few strategies for your consideration:  


• Implement cross-functional and inter-company team structures 
• Enable and reward collaborative working 
• Ensure working relationships are win-win not win-lose 
• Provide incentives - financial and other - for innovation 
• Train your people to be great innovators 
• Encourage people to be creative 
• Create the desire to innovate 
• Provide career and skills development opportunities 
• ensure role-modelling is evident 


What you really need to ensure is management commitment.  How do we do this?  
Here's a few strategies: 


• Develop, communicate and implement the innovation strategy at the 
organisational level 


• Communicate the right top-down messages to encourage innovation 
• Ask management to take the lead on the road to innovation 
• Set goals and performance indicators for innovation 
• Encourage management to challenge existing paradigms 


 


Measuring innovation readiness 


The following questions are taken from an Innovation Status Survey.   If your 
organisation (that you are focusing on) has taken the right steps you should be able 
to answer 'Yes' to all the following questions. 








• Has one person in the organisation been given the mission to promote 
innovation?  


• Has the organisation's innovation strategy been defined?  
• Has management set objectives for the annual number and percentage of 


innovative products, processes and services?  
• Has a specific set of ROI criteria been developed for innovation projects?  
• Are resources (people, finance, time) specifically assigned to innovation?  
• Has the innovation process been documented in a Quality Manual?  
• Are computer systems recognised as a key resource to support innovation?  
• Has the organisation agreed on a definition of innovation that is 


communicated and understood by everyone?  
• Are people willing to discuss new ideas with people in other parts of the 


organisation?  
• Does everyone receive training about innovation each year?  
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