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What Is Organization?
The Evolving Answer 

Dave Ulrich
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Consider how much the organizations where you live, work, and play affect your life! In this 

short article, Dave Ulrich reviews the evolution of organizational logic, helping each of us  

to better appreciate our organizations and help them to deliver value.
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O
rganizations shape nearly ev-
ery aspect of our lives: work, 
health, learning, social, and 
spiritual. They turn personal 

beliefs into value created for oth-
ers, individual aspirations into 
shared agendas, private thoughts 
into collective outcomes, and dis-
crete actions into sustained pat-
terns. Disneyland’s value of being 
the “happiest place on earth,” for 
example, creates value for my wife 
and me when, as guests, we see 
our granddaughters chortle with 
delight at meeting Cinderella. They 
turn with joyful eyes and say with 
glee, “Grandpa, she’s real . . . and 
she’s beautiful. Thank you!” Our 
happiness is instantly multiplied by 
delighting them. And so the Disney 
organization’s values create sus-
tainable value for their guests (cus-
tomers).

Research confirms the impact 
of organizations on personal experi-
ences. In researching Victory Through 
Organization, my colleagues and I 
collected data from 1,200 organiza-
tional units and 32,000 individuals. 
We found that organization (culture, 
capability, workplace, process) 
has four times the impact of indi-
vidual (talent, competence, work-
force, people) on business results. 
Likewise, at the Academy Awards, 
about 20 percent of individuals who 
win best actor or actress are in the 
movie that wins best picture. In 
basketball, soccer, and other team 
sports, the team with the top scorer 
wins the championship about 20 
percent of the time. Individuals may 
be champions, but teams win cham-
pionships. 

What Does an Organization Look 
Like?
While organizations have long mat-
tered and will continue to do so, 
the way we answer the question, 
“What is organization?” has evolved. 
Understanding this evolution will 
help leaders to create the right orga-
nization, employees to manage their 

careers, customers to partner with 
their suppliers, and investors to 
evaluate the organization. 

Figure 1 provides an overview 
of the evolution of organizational 
thinking. For decades, if asked to 
draw an organization, respondents 
would produce some version of hier-
archy that looked like a pyramid. 
This logic provided stability, career 
mobility, and process improve-
ments.1 Leaders clarified author-
ity by defining roles, improved 
processes with reengineering, and 
determined career paths through 
specialization.

Next, organizational logic 
pivoted toward a systems approach 
in which different organizational 
processes (strategy, structure, 
rewards, people) were aligned to 
deliver results.2 Using this logic, 
leaders made sure that organiza-
tional processes enabled their strat-
egies and interacted to deliver their 
products. 

This organizational thinking 
then morphed into a capability logic 
in which the organization is not 
viewed as a structure or system, but 
as a collection of capabilities: what 
an organization is known for and 

Figure 1: Evolution of Organizational Form
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good at doing which define its iden-
tity.3 Leaders in this organizational 
logic are responsible for diagnosing 
and delivering those capabilities, 
like innovation, agility, customer 
service, information, or efficiency, 
to their customers. Disney’s capa-
bility of delighting guests is thus the 
essence of its organization. 

Recently, the organization 
species has evolved once again, 
and in a flurry of potential names 
(network, holocracy, amoeba, ambi-
dextrous, boundaryless). Arthur 
Yeung and I synthesized many 
of these options4 and coined the 
term market-oriented ecosystem 
(MOE). Instead of being organized 
into divisions to which a chain of 
command allocates resources, the 
MOE has a platform of resources 
(money, people, technology) that 
is dedicated to market opportuni-
ties. Leaders of the MOE assign an  

independent team (or cell) of 
employees to each market oppor-
tunity. These cells then antici-
pate customers’ requirements and 
quickly respond to them.

Moving Ahead 
Understanding how the answer to 
the question, “What is organiza-
tion?” has evolved will help lead-
ers to prevent their organization 
from becoming the next Block-
buster, Sears, or Nokia, failing to 
adapt to shifting market condi-
tions. Employees with a contem-
porary organizational logic can 
design their careers to match 
their organization’s require-
ments. Customers can partner 
with evolving organizations to 
fulfill their individual needs. 
Investors can discover and invest 
in the organizational intangibles 
which create sustained value. 

Organizations affect nearly 
every area of our lives. Knowing 
what organization is today allows 
all stakeholders to make better, 
more informed choices about 
getting the best out of their organi-
zations.  
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