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ABSTRACT

Organizations are complex social systems, and as such, they ought to be approached through a systems thinking
viewpoint in order to understand the whole rather than just the parts. The purpose of this literature review is
to outline the complex interdependent relationship between organizational effectiveness, employees’ health
and quality culture. This review will open with the notion of organizations as complex social systems. Then,
it will describe possible applications of systems thinking in two parts: The first part will discuss quality and
quality culture, and the second part will discuss employees’ health in the organization. The review will include
the application of system thinking and will show the important contribution of the system approach to the
achievement of organizational effectiveness.
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1 INTRODUCTION
Numerous theories and studies deal with various aspects of improving organization’s effectiveness as
it undergoes change. In many studies ([1-6] and others), the emphasis has been on quality directed
towards attaining customer satisfaction as the primary long-term objective above and beyond maximiz-
ing shareholder value [3]. Focusing on quality rather than focusing on organization’s effectiveness
represents a paradigm shift in management thinking. The quality management paradigm is based on
behavioral approaches that can enhance performance by recognizing the employee as a customer and
emphasizing teamwork and participation as vehicles for job satisfaction, motivation, and organizational
performance [7-9]. Despite the presumed benefits from this paradigmatic stress on quality, there has
been little emphasis on the importance of the employee’s quality of life at work as a quality component.

The importance of considering all the components in an organization as parts of a whole system
has triggered consideration of the systems approach, a paradigm that views a system as a group of
interdependent, interacting parts [10]. The concept of systems thinking has been regarded as an
important characteristic of total quality formulations [4,11]. It was also accepted later as an impor-
tant core value of performance excellence by the MBNQA (Malcolm Baldrige National Quality
Award) [12] and by ISO 9001: 2000 [13]. Despite this, employee health is viewed as a separate issue
and not sufficiently important for strategic quality initiatives. Only lately has the interaction between
employee health and organizational effectiveness started to intrigue researchers who have begun to
turn their attention to ways of advancing employee health in order to improve an organization’s
productivity [14—17]. The interaction between quality culture and employee health is also a subject
of recent interest [ 18—20]. Unfortunately, the literature generated by the interest in these three con-
structs, employee health, quality culture and organizational effectiveness, does not focus on the
systems approach as a tool for understanding the relationships between these three concepts.

In the following paper, the literature review deals with quality programs, employee health and
organizational effectiveness. A discussion of systems thinking and its basic concepts follows. Based
on the literature and the use of the systems thinking tools, the key inter-relationships between many
variables that relate to quality culture, employee health and organizational effectiveness are presented.
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2 LITERATURE REVIEW
2.1 Quality programs, quality culture and organizational effectiveness

In the 1990s, much of the literature concerning quality in organizations was devoted to the study of
the relationships between quality and other important measures of organizational success, such as
productivity [21]; profitability [22]; market value [23]; competitive advantage [24]; and organiza-
tional performance [9,25,26]. The reason for this focus may have been that the previously prevailing
mindset in which quality by itself was not regarded as the end of a process, but as a means to some-
thing else. Only later did organizations discover that certain quality approaches, such as zero-defects
or six-sigma might also be associated with effectiveness goals [27].

Many researchers investigated the reasons for the lack of success in implementing TQM in the
workplace [7,28-30]. Some [8,28,31] concluded that the low rate of TQM success was a result of
focusing mostly on the ‘hard’ issues and neglecting the ‘soft’ issues when implementing TQM. ‘Hard’
issues were regarded [8] as core quality practices and had a more technical orientation [32]. Among
these issues were quality information, process management, product design and statistical process
control. The ‘soft’ issues were [8] infrastructure quality practices and involved more of the social and
behavioral attributes of quality management [32]. Among these issues were: employer—employee
relationships, top management support, customer involvement and other human relationships. At the
root of the many cases of failure in the process of TQM implementations was the emphasis on quality
products rather than quality interactions, and not viewing the employee as one of the main customers
and the most important stakeholder of the organization [33]. Failure in implementing TQM could
mostly be related to the elements that support the implementation process like the lack of support of
the company leadership, rather than to the quality practices themselves [28].

Most of the literature that deals with organizational quality culture focuses on the need for a para-
digm change with respect to the prevailing concepts and attitudes that are required in order for
quality programs to work [34,35]. A different approach to this issue is presented by Detert ef al. [36]
who constructed a general framework in terms of culture that can be linked to improvement initia-
tives in organizations. In their study, they demonstrated a link between this framework and TQM
values and beliefs and presented eight dimensions that are most frequently discussed in the litera-
ture, like ideas about stability versus change and others.

2.2 Employee health and organizational effectiveness

At the beginning of the 1970s, organizations moved from viewing workforce health in its relation to
organizational performance to a more proactive approach, and designed programs that reinforced life-
style changes [37,38]. The main concept underlying these programs was that the individual’s lifestyle
contributed directly to a person’s health and organizations need to help individuals change their unhealthy
lifestyles. While these programs continue to flourish, other researchers pointed to the link between envi-
ronmental factors and employee health, especially the effect that stress (an individual’s physical and
mental reaction to environmental demands or pressures) has on an employee’s health [5,39,40].

The literature concerning the relationship between health initiatives and organizational effective-
ness is far from being consistent in terms of the methods, terms and approaches that measure and
evaluate organizational effectiveness and what influences it. The most frequently used term in the
health promotion literature is productivity rather than effectiveness or performance. Even when
authors use the word productivity, they are actually referring to one measure they believe represents
productivity — absenteeism. While acknowledging this shortcoming, they explain it by the fact that
methodologies for measuring productivity are lacking.
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Later, certain researchers have started to view health in a broader context, specifically when deal-
ing with an organization’s health. Grawitch et al. [41] identified five general categories of healthy
workplace practices in organizations that were linked to employee well-being and organizational
improvements: work-life balance, employee growth and development, health and safety, recogni-
tion, and employee involvement. According to Rosen [42], in healthy companies, products and
profits are not the immediate goal; they are the result of doing everything else right. Organizational
success, improved quality, better service and competitive advantage are the by-products of shared
values and collective efforts.

2.3 Systems thinking

The systems approach distinguishes itself from the more traditional analytical approaches by empha-
sizing the interactions and connections between the different components of a system. The interactions
of the parts become more relevant to understanding the system than understanding the parts. Accord-
ing to systems thinking, system behavior results from the effects of complex feedback systems.

2.3.1 System thinking tools

System thinking tools may be regarded as a way of describing a story. The picture shows the ele-
ments that depict the fundamental issues of a situation with arrows between them representing the
influence that one element has on another. These links reveal cycles that continually repeat them-
selves, causing the situations to either get better or worse over time. These loops comprise a
representation of causality called a feedback loop [43]. An arrow between two variables might
describe a positive effect, meaning that if one variable increases (decreases) so does the affected
variable, all else being equal. A negative effect is caused when one variable increases (decreases) and
causes the other variable to decrease (increase), all else being equal.

There are two sets of behavioral structures: the reinforcing feedback loop and the balancing feed-
back loop. Figure 1 shows a reinforcing process, which generates exponential growth or collapse at
an ever-increasing rate (Fig. 1):

The reinforcing feedback loop in Fig. 1 demonstrates how cause and effect reinforce each other
over time, such that an increase in the cause brings about an increase in the effect, and vice versa.

Balancing processes generate forces of resistance that eventually limit growth. All balancing pro-
cesses contain a self-correcting or governing function that attempts to attain some goal or target. Figure 2
shows how balancing processes are characterized by a gap between actual and desired performance.

As it can be seen in Fig. 2, when the gap between the desired and the current state is large,
more actions must be taken to make a large improvement in the current state. A large
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Figure 1: Reinforcing feedback loop.
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Figure 2: Balancing feedback loop.

improvement in the current state, then, lowers the gap, thus requiring fewer actions for the current
State.

It is also important to notice that there may be delays, possibly of different durations, associated
with the interactions between the parts of a system. These delays will determine the length of time it
takes for the characteristics of the structure to become evident.

To understand the complexity of a problem, the problem has to be identified by describing verbally
the relationships between all the components of the system and then the conceptual model is built,
describing visually these relationships using casual feedback loops and stating the dynamics hypoth-
eses that describe the behavior of the system over time.

3 THE CONCEPTUAL MODEL
The aim of this literature review was to build a holistic framework that will focus simultaneously on
promoting organizational and employees’ outcomes, assuming that a balance between these two out-
comes is the best for both the organization and its employees in the long-run. The literature review
provides the researchers with a tool to explore ways in which quality culture and employee health
interact and mutually influence each other and then impact organizational effectiveness. The esti-
mated hypothesis is worded using dynamic hypothesis. A dynamic hypothesis is a potential
explanation of how the system structure causes the observed dynamic behavior as a result of the
interactions between several factors in the system over time [44]. The following dynamic hypotheses
were developed following the literature review summarized previously. The relevant studies that pro-
vided inspirations for each of the dynamic hypotheses will be mentioned at the end of each description.

3.1 The dynamic hypotheses

The first dynamic hypothesis (Learning Loop in Fig. 3) says that to operate effectively in an organi-
zation, a manager or employee should be involved in a learning process that influences his mental
models (perceptions), so that he can develop new ways of thinking which can lead to a greater
acceptance of change and growth. Assuming that there is a desire for this kind of learning and open-
ness, this may result in closing the gap between the current mental models (defined by the collective
skills, knowledge and experience) one has and the new mental models one encounters. The effort to
close this gap will lead to decisions and then to actions that one needs to take in order to achieve
more experience, skills and knowledge. This effort in turn leads to more learning and a greater
degree of openness leading to new skills and the motivation to minimize the gap between the desired
and achieved level of learning and openness (based on [43,45]).

The second dynamic hypothesis (Stress/Control Loop in Fig. 3) describes that the more experi-
ence gained through the development of one’s skills and knowledge, the more control one has over
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Figure 3: The full qualitative model derived from the literature.

his life. The greater the alignment between the sense of control (represented by experience, skills
and knowledge) and the desire for control (which is measured in the same way), the less the perceived
gap between the desired control and the perceived control. Consequently, less stress is introduced
into one’s life. This in turn encourages a person to look for more experience and more learning
opportunities (based on [5,14,39,40]).

The third dynamic hypothesis (Job Satisfaction/Health Loop in Fig. 3) phrases that the more expe-
rience, skills and knowledge the individual gains, the greater the job satisfaction one feels as long as
the perception of the level of collaboration, the level of decision latitude, and the level of participa-
tion and involvement are close to the levels that one desires. According to the literature, these
concepts define important components of job satisfaction. The closer the level of job satisfaction is
to the desired level of job satisfaction, the more one feels pleased (this relationship is assumed as
part of the link between job satisfaction gap and employee health). Subsequently, this pleasure posi-
tively influences one’s state of health. If an employee experiences an increased sense of well-being,
he tends to be less absent and more productive at work. This in turn provides him with more oppor-
tunities to take more actions and develop more skills and knowledge (based on [5,16,17,39]).

The fourth dynamic hypothesis (Stress Recovery Loop in Fig. 3) says that lack of knowledge and
skills leading to a feeling of lack of control increases stress up. If this build-up is accompanied by a
low perceived level of decision latitude, then stress accumulates even more. This causes a person to
experience a greater distance from his/her desired comfort zone. The greater the perceived gap with
respect to one’s comfort zone, the greater the chances that he will get sick, a state that provides him
with an escape route to lower his/her stress (based on [5,39,40]). This dynamic hypothesis deals with
the linkage between stress and illness.
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The fifth dynamic hypothesis (Absenteeism/Stress Loop in Fig. 3) explains that the low health
status of an employee may lead to absenteeism reducing a person’s productivity and the ability to
acquire more skills, experience and knowledge, which increases his/her attendance gap, subse-
quently causing the person to be less productive and therefore, hindering one’s ability to acquire
more skills, experience and knowledge. This state, in turn, increases the perceived control gap, lead-
ing to even greater stress. As stress accumulates, the perceived comfort zone gap increases, eventually
causing even more illness (based on [5,16,17,39]).

The sixth dynamic hypothesis (Motivation Loop in Fig. 3) says that the greater the job satisfaction
one experiences, the more motivation one has at work. When motivation is high, commitment is also
high, which positively influences the actual job performance. This holds true as long as the level of
communication needs with the other workers is commensurate with the job requirements. If actual
job performance is high, the job quality level is high, resulting in a higher level of actual organiza-
tional effectiveness. When the actual organizational effectiveness rises, the effectiveness gap
decreases and management satisfaction increases. This positively influences employee satisfaction
and motivation (based on [20]).

The seventh dynamic hypothesis (Health/Quality Loop and Effectiveness/ Quality Loop in Fig. 3)
describes that quality culture increases with an increase in the implementation of such managerial
practices as collaboration, expanded decision latitude, participation and involvement, better
communication and long-term planning. Quality culture positively impacts employee motivation as
well employee health status and actual organizational effectiveness. These developments decrease
employee attendance gaps (the gap between the desired attendance at work and the actual attend-
ance) and the organizational effectiveness gap. This in turn increases the actions at work taken by the
employee and increases his current experience, skills and knowledge. More experience and knowl-
edge decrease the openness gap (the gap between the current experience, skills and knowledge and
the desired level of learning and openness) and finally increases quality culture (based on
[20,34,36,47]).

3.2 The full qualitative model

Based on the dynamic hypotheses that were extracted from the literature, a conceptual model was
constructed, demonstrating the linkage among the variables and processes that are significant com-
ponents of quality culture, employee health and organizational effectiveness. Figure 2 presents the
unified model, which was constructed by linking all the previously described loops.

While all the relationships and connections in Fig. 3 are important for an organization, one can
conclude that the most significant loops for the purpose of this research are the Health/Quality and
the Effectiveness/Quality loops and the Motivation loop, since they highlight the connection between
quality culture employee health and organizational effectiveness and how they mutually influence
each other.

4 CONCLUSIONS AND RECOMMENDATIONS

This paper contributes to the complex systems literature by exploring the relationships between
several components that are usually explored individually in research. The review starts from the
notion that organizations are social systems. Management practices, organizational culture and
organizational values are not separate entities that can be looked in isolation and measured in relation
to the organizational and employees outcome, nor can the organizational outcome be detached from
employees’ outcome, since they are deeply interrelated. In complex systems, especially in complex
social systems like organizations, systems thinking can provide a better and more useful approach to
capture the dynamic of the system.
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Viewing organizations as systems requires the use of interdisciplinary tools that are aimed at
improving organizational and employee outcomes. Neither health nor effectiveness is the objective
construct. The way they are perceived is always related to their cultural context. What can be con-
sidered effective in a certain organization, in a certain situation or environment, could easily be
considered ineffective in a different situation. The same holds for health. When we consider any
social system one have to take into account psychological and social measures, beside the objective,
quantitative measures which are commonly used.

Both health and effectiveness are multi-dimensional phenomena involving interdependent
physical, psychological and social aspects. Each one of these aspects can affect the individual health
or the organizational effectiveness, or be affected by them. These multiple dimensions of health and
effectiveness will affect one another and will bring the system to its optimal state only when they are
balanced and integrated.

The use of feedback loops in building the conceptual model offers the ability to identify ongoing
patterns in organizations according to the literature. On the basis of this review, case studies in vari-
ous organizations with different kinds of cultures and backgrounds should be studied and investigated
to determine whether the relations described in the conceptual model exist in real-life social sys-
tems. Other studies can go even further and translate the conceptual model into a formal, quantitative
representation. After this quantification, it can be simulated so that one can understand its behavior
over time. Overall, using a system approach for constructing a conceptual model which depicts the
complexity of the organization can prove useful for understanding the linkage between organiza-
tional effectiveness, employee health and quality culture.
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