
  [image: Organisational Information Processing Theory (OIPT)]

  Organisational Information Processing Theory (OIPT)

  
    https://paulford.com/blog/organisational-information-processing-theory-oipt/

  

  
    



Organisational Information Processing Theory treats organisations as information-processing systems under uncertainty.




When the work and the environment are predictable, structure can be simple. As uncertainty rises, organisations either:





	reduce the need for information, or




	increase their capacity to process information.






Performance depends on the fit between those two.









The basic problem: uncertainty




In Galbraith’s original work, task uncertainty is the central variable.





	Uncertainty = the gap between the information a task requires and the information the organisation already has.




	The larger the gap, the more information processing is needed to make good decisions.






Low uncertainty: routines, rules and simple hierarchies work.




High uncertainty: the work changes, the environment moves, and yesterday’s rules stop being reliable.









Organisations have two levers




OIPT says there are only two real levers:





	Reduce information-processing needs




	Increase information-processing capacity






The classic strategies sit under those levers.




Reducing the need for information




These strategies make the work more predictable so less information is required:





	Slack resources
Buffers of time, budget, or inventory that absorb variability so the system doesn’t have to coordinate every fluctuation in real time.




	Self-contained tasks / units
Structuring work so that a team or unit can complete most of a task internally, with fewer dependencies on others.






Both approaches trade efficiency for stability. You spend more (or duplicate capabilities) to avoid constant coordination.




Increasing information-processing capacity




When you can’t simplify the work, you increase the organisation’s ability to sense, communicate and decide:





	Vertical information systems
Reports, dashboards, project systems, CRM, ERP, analytics – anything that moves information up and down the hierarchy faster and more accurately.




	Lateral relations
Cross-functional teams, liaison roles, integrators, task forces, networks – the human wiring that lets information jump sideways instead of always climbing the org chart.






Modern work often adds digital collaboration tools, shared data platforms and AI decision support into this “capacity” bucket.









Fit and misfit




The heart of OIPT is fit:





The organisation performs well when its information-processing capacity matches the uncertainty of its tasks and environment.






Two kinds of misfit show up again and again:





	Too little capacity for the level of uncertainty

	Decisions are delayed or made on poor information.




	Messages conflict as different parts of the organisation interpret reality in their own way.




	People compensate with workarounds and informal channels.








	Analysis paralysis

	Over-engineered processes and data collection.




	Excess meetings, dashboards and reporting that add friction without better decisions.










In both cases, the organisation spends energy processing information that is either insufficient or unnecessary.









Why it still matters




Although Galbraith’s key article was published in 1974, OIPT is still widely used in current research, especially in:





	Supply chain resilience and risk – how organisations share information and use analytics to cope with disruption.




	Digital transformation and Industry 4.0 – where new technologies radically increase potential information-processing capacity, but not always in ways that match actual uncertainty.




	Process design and coordination – how cross-functional work is structured so information flows where it’s needed.






The theory gives a neutral question for any “modernisation” project:





Are we changing the work, or changing our information-processing capacity – and do they still fit?











OIPT in simple language




Stripped right down:





	Work under uncertainty needs information.




	The more uncertainty, the more information you need to process.




	You can either:

	make the work simpler, or




	get better at handling information.








	If the two sides match, the organisation stays coherent.




	If they don’t, you see delay, conflict, overload, or brittle over-control.






This is why “adding more dashboards” doesn’t automatically fix a coordination problem, and why “doing more meetings” can be a substitute for actually redesigning the work.









Connection to The Continuum




From a Continuum perspective, OIPT describes how organisations travel between zones:





	When activity grows faster than information-processing capacity, the system moves from Composed / Tempered into Distinctive / Dynamic, feeling powerful and busy but gradually losing shared understanding.




	When leaders respond by tightening controls and filtering information upward, uncertainty is not reduced; it is hidden, pushing the system towards Volatile behaviour.






Viewed this way, OIPT gives a structural insight on the same pattern: more activity, less shared meaning, rising risk.









Further reading




For readers who want the original sources:





	Galbraith, J. R. (1974). “Organization Design: An Information Processing View.” Interfaces, 4(3), 28–36.




	Haussmann, C., Dwivedi, Y. K., Venkitachalam, K., & Williams, M. (2012). “A Summary and Review of Galbraith’s Organizational Information Processing Theory.” In Information Systems Theory: Explaining and Predicting Our Digital Society (Vol. 2).
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