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Abstract

Organization structure and business process have been subjected to manage-
ment study and practice for decades. However, the relationship between them
is a topic that has received only limited and fragmented theoretical treatment.
This paper proposes an integrative view with the utilization of a new emer-
gent theory, namely the total relationship flow management theorems. We
conclude that organization structure and business process are both governed
by the total relationship flows, which may shed a new light on related discus-
sions.
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1. Introduction

The effort of managers aims at leading the organization to achieve the desired
behaviors [1], e.g. production behavior, sales behavior, profit-making behavior,
etc. Therefore, the fundamental issue of organization and management research
is what governs the behavior of an organization. If the problem is accurately re-
solved, managers could effectively manage the organizational behavior by pur-
posefully managing the determinants; otherwise, due to insufficient understanding
of organization, managers’ efforts are inevitably blind and less efficient.

Many scholars have worked hard to study the factors related to organizational
performance. Prevailing views tend to attribute it to two main factors, 7e. or-
ganization structure and business process. Organization theory places the or-
ganization structure in a critical position. As Sterman (2000) noted, this belief is

based on the widely acknowledged systematic view that system functions are de-
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termined by system structures and external environment [2]. Similarly, organi-
zation, as a special type of system including people, its behavior is also influ-
enced by the organizing structure. The influence of such structure, while not as
apparent as that of other physical systems like a building or an atom, is assumed
to be persuasive. Many researchers have devoted their efforts to empirical stu-
dies and simulation experiments to ascertain such relationships, e.g. Dalton
(1980) summarizes the literature addressing the empirical evidence between or-
ganization structure and performance [3], Dignum (2005) assumes that reor-
ganization of the structure of an organization is a crucial issue to enhance task
performance in an open and dynamic environment [4], Csaszar (2012) develops
and tests a model of how organizational structure influences organizational per-
formance using evidence from mutual funds [5].

From a distinctive aspect, business process, first described by Davenport and
Short (1990) [6] and Hammer (1990) [7], has also been concerned closely with
organizational performance. The BPR theory contends that managers should use
the power of modern information technology to redesign and reorganize the
business processes in order to find imaginative new ways to accomplish work
and achieve dramatic improvements in their performance. There has been much
available process modeling techniques and corresponding tools to provide gen-
eral analysis and optimization of business processes, such as SysML, UML, IDEF*,
petri-net, BPMN, etc. [8] [9] [10].

Though a surge of papers and practitioners have shown their interest in whether
structure or process affects organizational performance respectively, little re-
search has addressed the issue of how this happens and the exact relationship
between structure and process. For a long time, they are viewed as two indepen-
dent research domains in management. As a consequence, the field of crossing
research is currently disorganized, without a possibility to lucubrate. Neverthe-
less, since both organization structure and business process are considered as
determinants of organizational behaviors, there must exist certain linkages or
common attributes which make them work as expected. The present lack of
knowledge regarding the operating laws of organizations has largely restricted
the practical progress. Numerous results show that many efforts devoted to or-
ganization structure design and business process management tend to be in vain
and fail to meet managers’ expectations.

This paper attempts to provide further insights on management by investi-
gating the relation between structure and process. A new theory, namely the to-
tal relationship flow management theorems, is introduced to bridge the gaps
from the angel of relationships of the elements. The paper is organized as fol-
lows. First, the need to further examine structure and process is established
based on literature reviews. Second, a brief introduction to the total relationship
flow management theorems is presented. Third, further explanations of struc-
ture and process grounded on the above theorems are given. Finally, main im-

plications and further research possibilities are discussed.
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2. Literature Review

2.1. Organization Structure

Most managers are facing the problem how to organize an organization. Organ-
ization structure is considered as the anatomy of the organization, providing a
foundation within which the organization functions. Despite “structure” is one
of the most important terms in the vocabulary of current social science, re-
searchers find it nearly impossible to define it adequately [11].

Generally, organizational structure is defined as the enduring characteristics
of an organization reflected by the distribution of units and positions and their
systematic relationships to each other [12]. Mintzberg (1980) claimed that orga-
nizational structuring focuses on the division of labor of an organizational mis-
sion into a number of distinct tasks, and then the coordination of all these tasks
to accomplish that mission in a unified way [13]. Hall (1977) suggested that
structure has two basic functions. On the micro level, structures are designed to
minimize or at least regulate the influence of individual variations on the organ-
ization. From the macro perspective, structure is the setting in which power is
exercised, decisions are made, and the organization’s activities are carried out
[14]. Swell believes that it is structure that shapes people’s practices but it is also
people’s practices that constitute and reproduce structures [11]. In a somewhat
similar vein, Ranson et al (1980) viewed the notion of organizational structure
as a medium of control created by the interactions of organizational members
[15]. For this reason, organizational structure is not static, but evolves with
people’s behavior.

In an attempt to make some sense out of the varied conceptions on structure,
scholars put forward a series of common features. Campell et al. (1974) sug-
gested a useful distinction between “structural” and “structuring” characteristics
[16]. The “structural” qualities of an organization are its physical characteristics,
such as size, span of control, and numbers of hierarchical levels. In contrast,
“structuring” refers to policies and activities occurring within the organization
that prescribe or restrict the behavior of organization members, including spe-
cialization, formalization and centralization. Some other measurements are also
mentioned in other papers, e.g. degree of task interdependence, authority struc-
ture, psychological distance between decision makers and operating levels and so
on [17].

However, any attempt to construct a bridge between the different conceptua-
lizations is tenuous because of the inherent limit of empirical evidence. First, as
individual characteristics could lead to various criteria in perception, almost no
two studies use the same dimensions in the description of organizational struc-
ture. This might not be an unwarranted criticism if the priori structural charac-
teristics adequately sampled the domain of organizational variables. Second, the
conclusions could also be different and even contradictory due to their limited
sample sizes and deficient cross validation and generalization. It’s no wonder

that Dalton (1980) concludes: “the literature on structure-performance relation-
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ships is the most vexing and ambiguous in the field of management and organi-
zational behavior. It may be that, in practice, no such relationship exists between
structure and performance.” [3].

The differentiation of overall organizational structure into conceptually dif-
ferent functional and structural components has also been advocated by some
authors. This includes the simple liner structure, function-based structure, ma-
trix structure and some new forms labelled by modular organization, network
organization, leaning organization and virtual organization [18] [19], which are
always depicted by organizational chart. With popularization, some managers
equal the organizational structure as the organization chart with boxes and lines,
and the meaning behind the chart is sometimes lost. All these concepts have
diffused broadly, and some practitioners have also become diffuse about why

their efforts to organization structure redesign are in vain in most time.

2.2. Business Process

For about 40 years the classical organization theory has been a mainstream for
theory construction. However, the rapid changes in economic environment has
led to an increasing interest in improving organizational business process to en-
hance performance. Vast papers and practitioners have devoted to this area for
more than a decade.

A business process is a complete, dynamically coordinated set of activities of
logically related tasks that must be performed to fulfill the strategic goals [20],
e.g. manufacturing, marketing, transporting and some other operations. And
business process reengineering (BPR), first proposed by Hammer M. Porter, is a
radical redesign of processes in order to gain significant improvement in cost,
quality and service. In comparison to traditional organizational forms, process
organization seems a promising way to overcome functional silos that can create
barriers to effective information flow and constrain the value that can be gener-
ated by the enterprise.

Despite the significant growth of business processes and relevant concepts,
not all organizations embarking on BPR projects achieve their intended result.
Most reviews report as many as 60% - 80% of BPR initiatives having actually
failed or delivered less than promised [21]. It is therefore not surprising that the
service industry is not convinced that a business approach could bring signifi-
cant tangible and measurable benefits [22]. Responding to the resulting confu-
sion, more recent literature suggests that the first generation of BPR, which sug-
gests radical changes in business process, is evolving into a modest process
management, which is softened by the lessons learned from successes and fail-
ures in the course of implementations. Besides, several papers tried to identify
critical success factors (CSF) of BPM. For instance, Al-Masharij et al (1999)
summarized 32 successful factors and 22 failures factors relating to the imple-
mentation of BPR projects [23]. The following are almost most frequently in-
cluded in the list: top management support, project management, interdepart-

mental cooperation and lack of training [24]. Above all, misunderstanding of the
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BPM concept and misapplication of this term are two of the most cited reasons
of BPM failures [25]. However, those identified CSFs of BPM are often case-
specific. Whether the CSFs of companies operating in one country or one indus-
try can apply to those operating in other countries is rarely confirmed. In con-
sequence, the academic community often criticized BPM for having no sound
theoretical basis. Deakins and Makgill (1997) argues that the original literature
on BPR was essentially anecdotal, lacking rigorous research to support its asser-
tions [26]. It indicates that there is still a need to better interpret how the BPR
implementations can affect organizational behavior.

Structure and process have been the topic by both theory and practice, yet
people’s understanding of these two essential terminologies is far from enough.
Several important issues haven’t been solved properly. For example, should the
process be designed first or the structure first? Some scholars argue that the ac-
tual form of the organization’s structure ought to be determined during the ad-
ministrative phase as management establishes process for coordinating and con-
trolling internal operations. Others believe that business process demonstrates
the way in which posts are linked with each other, as a result, only when struc-
ture is designed can business process be set. In practice, the architecture chart
and process flow chart are plotted simultaneously, but nobody clearly knows

how to set appropriate linkages between those diagrams.

3. Theory Ground

Based on the concept of relationship flows and the structural theory of general
systems [27] [28], Lin et al (2007, 2013) mathematically derived three theorems,
called the total relationship flow management theorems (TRFMTs) [29] [30],
which open a new way to organization management. From the systematic view,
the organization is defined as a whole made up of several interrelated parts. And
a relationship flow R, () of an organization is factor flow, such as material
flow, capital flow, information flow, personnel flow, energy flow, etc., by which
different parts of the organization interact with each other. In consequence, all
the relationships between organization and external environment, as well as
the relationships between internal parts of the organization, are established by
the relationship flow. More importantly, a relationship flow has the so-called
LTPCAMD dimensions, ie., the level it locates in the organization, the time
when it is set up or the period the relationship flow cycle goes through, the parts
it connects, the contents and amount it consists, the means or manners through
which it transfers and the inevitable time delay in the process. By the corollary to
the theorems, the behavior of an organization is determined and governed only
by the organization’s input Rf(r) and all its relationship flows R, () at or
above a so-called basic level H,, ie. the total relationship flow TRf (t); espe-
cially by the relationship flow cycles in TRf (7).

The theory was particularly chosen as a result of the universally acknowledged

limits of conventional research methods. A single case study, though efficient for
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examination of theories, is not adequate for the construction and establishment
of theories because it is so case-specific that seldom generalized findings can be
achieved. Empirical analysis is one of the most widely used approaches in the
field of management research. But a major unanswered question is how such
descriptive variables or dimensions as well as the selected samples and data may
be presented to be relevant and meaningful for total organizational analysis. Be-
sides, computer simulation is also criticized for the difficulty to extract a virtual
model from a real enterprise. Such hassle may derive from the inherent com-
plexity of the field, since management challenges span from organizational, psy-
chological, computational and social problems. In this context, the system theory
provides some new paradigms and insights and the interdisciplinary research
combining the system science with organizational management seems a prom-
ising way. And the total relationship flow management theorems are exactly a
bold try on this.

Due to the universality of systems and the accuracy of mathematic expres-
sions, the total relationship flow management theorems are intentionally quite
general and more scientific. It can be applied to different organizations from
various industries, which exactly fixes the deficiencies of traditional methodolo-
gies. From a theoretical standpoint, the theory has provided a parsimonious
mechanism to explain how micro individual behaviors are aggregated into ma-
cro organization-level performance by the relationship flows and develops man-
agement into an exact science. On the practical front, the findings highlight the
fundamentals of management that should be properly considered by the compa-
nies and their managers to improve the organizational performance.

As the relationship flows have been mathematically proved to be the direct
factor of organization behavior, there is bound to exist a reasonable explanation
on how the organizational structure and business process are related to rela-
tionship flows to affect organizational performance. The issue would be dis-

cussed at length in the next section.

4. Discussion

Acknowledging the possible limitations in previous studies, it is quite necessary
to reiterate the term “organizational structure” and “business process” to explore
a much deeper understanding. Based on the TREMTs, the general sense of orga-
nizational structure, more accurately, should be interpreted as “architecture”,
which merely indicates the hierarchical reporting lines between positions in an
enterprise. It contains only limited horizontal information flows, but not all the
possible relationships including capital, material, personnel, energy, etc. As to
those studies concerning dimensions of descriptive structure, it is questionable
that the presented categories adequately encompassed all structural variance and
those neglected ones would not play a role in organizational performance. It is
very dangerous to assume that simply copying either the organization architec-
ture or the approach towards their improvement from one successful case to

another will bring the same benefits. New interpretation is presented as follows.
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According to the theorems, all the relationships within organizations are estab-
lished through the relationship flows. As organizational structure attempts to
reveal the internal relationships, it is easily deduced that the set of relationship
flows is a kind of organization structure. By this definition, organization struc-
ture is such a variable that can be precisely calculated and managed through the
management of relationship flows. Of additional importance is the fact that the
proposed definition of structure is based upon a mathematically proved theo-
rems and the conclusion that “organizational structure determines organization-
al performance” can be verified easily.

The business processes, on the other hand, could be considered as a series of
behaviors. The concept is addressed as the behavior and its hierarchy and evolu-
tionary logic (BHEL) in the total relationship flow management research. The
framework aims at describing the path to realize the predetermined strategies or
objectives. It includes the hierarchical, post-hoc and chorological logic between
the behaviors. However, business processes design is of critical importance but
only the groundwork, while scholars seemly ignore one thing, that is, what go-
verns the quality of business process? Based on TRFMTs, the upstream performs
the actions and transfers the relationship flows to the downstream to set off its
reactions. In this case, business processes are also triggered and controlled by the
total relationship flows.

Thus, each of the three proposed determinants of organization behavior is not
in isolation but rather as an inter-connected set. Both the structure and business
process are governed by the total relationship flows. The main reason for unsuc-
cessfulness of organizational structure design and BPM projects can thus lie in
the failure to consider the evolution of relationship flows and the variability of
seven dimensions. In the old paradigm, managers attempt to manage items such
as boxes on the organization chart or the business process diagram. In the new
world, all influence is based on the tangible and intangible relationship flows.
Managers are able to shape organizational performance by setting up its appro-
priate TRF for the behavior and to eliminate undesired behavior by rearranging
the appropriate TRF for the behavior, which is more targeted and efficient.

5. Conclusion

Our study represents an initial attempt: 1) to portray the vagueness and contra-
diction of available studies on structure and process and put forward the re-
quirement for further discussions, 2) to provide a common language for dis-
cussing organization structure and business process from the perspective of total
relationship flows. The paper offered integrated considerations regarding the is-
sue of organizational performance and a consistent conclusion is achieved. The
total relationship flows are the direct factors to govern the responding behavior
and the structure and processes are both related to the relationship flows. Hence,
future research and practice on organization structure design and business process
management can be explored in a much more scientific and direct manner. This

can facilitate the difficult process of realizing an expected organizational objec-
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tive. However, we begin at the beginning. The argument would be far more con-

vinced if it were built on more applications in practice. More empirical research

and case studies are supposed to be carried out.
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