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A FOREWORD

Imagine you are standing on a sidewalk watching the workers enter a building 
across the street, the glass doors automatically opening and closing every time 
someone approaches them. You may also see a person in uniform standing at the 
doors, checking the identity cards of individual workers. You notice the person 
in uniform escorting those people who do not have identity cards to a desk in the 
foyer of the building where they write their particulars in a book and are issued 
with name tags which they attach to their jackets or shirts. The person in uniform 
then escorts them past reception into the building. You see them entering the lifts. 
You can also see people in offices on the various floors of the building.

Students are usually people who want to investigate anything they don’t understand, 
so by now you are curious about what the workers are doing, and what is happening 
in the building. You would also like to know why the glass doors open and shut 
automatically. What is the person in uniform doing? What is the purpose of the 
reception desk and the identity tags? Why do the workers exit at different floors 
and occupy different offices? You have resolved to investigate.

You cross the street and approach the building. The glass doors open and a person 
in uniform asks whether you are an employee of the institution or a visitor. You tell 
him that you are a visitor and he escorts you to the reception desk, where a friendly 
person enquires about the nature of your visit. You tell the receptionist that you 
would like to know more about the activities, purpose and functions of the particular 
institution. The receptionist suggests that you see someone at the institution’s public 
relations division, asks you to enter your particulars in the visitor’s register, and 
then makes a telephone call and informs someone of your visit and its purpose. 
You are issued with a name tag that identifies you as a “visitor” and you are asked 
to attach it to your shirt. The receptionist then asks one of the uniformed people to 
escort you to the appropriate division.

Next to the lift you see an information board listing the names of incumbents, 
divisions and office numbers. You notice that the names of the minister, the director-
general, a number of deputy directors-general, chief directors, directors and deputy 
directors appear on the list. The person in uniform takes you to a particular floor. 
Walking down the corridor, you notice name boards for the photocopy room, library, 
stationery office, telecommunication services, building administration and the 
salaries and claims office. In one of the offices you even see an organisation chart 
of the particular department. Your escort takes you to an office marked “Public 
relations”, asks you to enter and leaves you there.

The occupant of this office informs you in detail of the objectives and functions of 
the particular institution. Then tea time arrives. Your host invites you to have tea 
with him and his colleagues. You see employees from various offices drinking tea 
in groups. In your group there are people from various positions, from clerks to a 
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chief director. Your host and his colleagues have common interests and have a lively 
conversation about a recent fishing trip.

When you are ready to leave, the uniformed official is called to fetch you. Walking 
down the corridor again, you wonder what is happening in all the offices and 
divisions. You realise that you have observed only a small portion of only one floor 
in a very large building. You are still unfamiliar with many of the people on the 
list at the elevators, although you do have a better understanding of the institution. 
You have been introduced to the concept of organisation in an institution, even 
though you do not know much about it at this stage. And the glass doors that open 
automatically? That is merely so that the air conditioning can be efficient and effective, 
which it cannot be if the doors are left open. You will come across the concepts of 
“efficiency” and “effectiveness” again at a later stage.

The purpose of the module is to equip you with the ability to acquire a well-rounded 
and systematic knowledge base of organisational studies in the public sector, so 
that you can

 � demonstrate an understanding of organisation theory and the public manager
 � elaborate on organisational structure and design
 � show a coherent and critical understanding of the dynamics present in 

organisations and understand the importance of communication, power and 
groups in organisations

 � display detailed knowledge of development and change in public sector 
organisations

 � reflect on the importance of the relationship between organisations and their 
environment, and show an understanding of various situations (scenarios) that 
can arise from this relationship

In this study guide we help expand your knowledge of the nature, content and 
scope of organisation in institutions. To help you gain additional knowledge of and 
insight into the topic, the study guide has been divided into five themes. Each theme 
is focused on a particular part of the nature, content and scope of organisation. 
Theme 1 describes organisation theory and the public manager. In theme 2 we look 
at organisational structures and design. Theme 3 examines the dynamics in and of 
organisations and theme 4 the question of development and change. Theme 5 deals 
with organisations and the environment.

Overview of the contents of the study guide.

The following provides you with an overview of the contents of the study guide.
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At the end of the study guide there is a reference list that contains the publications 
used in compiling the study guide as well as a list of additional sources that you 
could consult to expand your knowledge of the subject.

Each theme consists of:

 � an overview of the theme, including key questions and concepts
 � a number of study units, including activities

Each study unit includes activities that will give you the opportunity to practise the 
skills that you need for the module. It is important to set aside sufficient time to do 
all the activities. This will tell you whether you really understand the study material. 
At the same time the activities are valuable preparation for the assignments.

You will encounter numerous new words in this study guide. Some may look familiar, 
but you will soon discover that they have a special meaning in this context. To help 
you, these words and concepts are defined and explained in the text.

The module also contains elements that will help you develop the following study 
skills for academic purposes:

 � advanced reading, summarising and writing skills
 � the ability to collect and classify information
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 � examination writing skills
 � the ability to work independently
 � self-assessment and the evaluation of your own progress
 � the ability to apply theory to practical situations

This is a useful module for personal development. It will help you to acquire life 
skills such as the following:

 � critical thinking skills
 � patience and tolerance in the face of viewpoints that differ from your own
 � the ability to experience the world as a set of rules
 � the ability to work independently
 � the ability to communicate with other people
 � the ability to function as part of a group

At the end of each study unit you can do a self-assessment exercise by writing 
down the headings of the various sections and subsections and noting the main 
points under each. This will enable you to determine whether you have acquired 
the necessary knowledge and skills. If you are still unsure, repeat the study process 
until you know that you have the required knowledge and skills. It is therefore up 
to you to enrich your knowledge by acquiring new skills.

We wish you every success with your studies!
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T H E M E

1Organisation theory and 
the public manager 

OVERVIEW

KEY QUESTIONS

Let’s consider what knowledge of organisation theory you and I require as public 
managers by seeking answers to the following questions:

 – What is the “theoretical basis” of organisation?
 – What are the “theories” of organisation?

KEY CONCEPTS

To understand what organisation theory is we need to understand the meanings 
of the following concepts:

 – theoretical basis
 – theories
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S T U D Y  U N I T

11Theoretical basis of organisation

You could consult the following book as a supplement to the study guide:

Fox, W. 2006. Managing organisational behaviour. Cape Town: Juta.

Read the following sections, which are important to your work in this study unit:

 � subsection 1.1
 � subsection 1.2
 � subsection 1.3

By reading these sections, I was able to expand my knowledge and gain greater insight.

SPECIFIC OUTCOME 1

You are able to demonstrate a well-rounded and systematic knowledge base of 
organisational theory and the public manager, and have an improved insight into 
the nature and content of the study field.

1.1 Introduction

This study unit begins by defining the key terms and concepts required in the study 
of organisation. We are looking for answers to the questions: What is organisation? 
What is an organisation? What is an institution? What is organisational behaviour? 
What is meant by the theory of organisation and the study of organisations? Next 
we turn our attention to three theoretical schools of thought that serve as points 
of departure in scientific investigations into the purpose of organisation. It would 
seem that these questions are more difficult to answer than they first appeared to 
be. The way the mass media use the words “organisation” and “institution” is not 
much help in clarifying the meaning of the two terms. The aim of this study unit 
is to explain the meanings of the above terms and concepts in the context of public 
administration so that we understand the meaning of these terms and can use them 
correctly in our studies.

1.2 Key terms and concepts

Why do we need to study certain terms and concepts? Simply to add to the workload? 
Not at all! Knowledge of particular key terms and concepts is essential to establish 
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a basis for communication. Without such a basis it will be impossible for the reader 
(you) to understand what the writer (I) am trying to convey in a particular instance.

The list that follows is by no means complete. The meanings of terms and concepts 
that are not of general interest are explained in the relevant sections of the text.

1.2.1 The process of organising

Organising is a process whereby an interrelated network of authority, communication, 
functions and positions are formally and deliberately created and maintained to 
make purposeful action by individuals and groups possible. Organising, therefore, 
means to establish an orderly structure.

1.2.2 Organisation

An organisation is the result of organising and is the infrastructure that allows 
an institution to be recognised as a formal orderly interrelated network of 
authority, communication, functions and positions. An organisation is therefore 
a formally arranged structure. It consists of the employees of an institution who 
are arranged to make provision for the division of labour so that stated objectives 
may be realised. The objectives that are pursued may be prescribed by legislation. 
When two or more employees work together in pursuit of a common objective, an 
organisation is formed like a government department.

1.2.3 Institution

An institution represents a formally arranged and contractually regulated grouping 
of employees and functions to pursue the stated objectives by means of organised 
operations. This means that each institution has an organisation, which is the 
way in which the employees are arranged to realise the stated objectives of the 
groups. As each group realises its objectives, it should contribute to the realisation 
of the objective(s) of the institution as a whole. Each institution therefore has an 
organisation, but an organisation is not necessarily an institution. “Organisation” 
and “institution” are not synonyms. Government is an institution consisting of 
various organisations (such as departments).

The question that suggests itself is what is the position of contract workers, temporary 
employees or consultants? Can they be regarded as members of the organisation? 
What would you say? Bear in mind that this group of workers perform duties 
for the institution (such as IT services) which are of equal, or sometimes greater, 
importance to the realisation of the objective(s) of the institution than the activities 
of the other employees.

1.2.4 Organisational behaviour

Organisational behaviour relates to the behaviour of individuals and groups within 
and between institutions. The primary focus of the study of organisational behaviour 
is on the informal and formal actions of individuals and groups in institutions. 
These matters are described in more detail in subsequent themes.
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1.2.5 Theory of organisation

The theory of organisation covers the scientifically researched field of knowledge of 
the process of organising and of organisations which enhances our understanding 
by way of description and explanation.

1.2.6 The study of organisations

The study of organisations is a subdiscipline in the social sciences; it studies the 
phenomena associated with organisations and the process of organising from the 
perspective of theory and practice and promotes understanding of these phenomena 
through the transfer of knowledge.

1.2.7 Organisational culture

The concept of organisational culture refers to the heart of the organisation and the 
organisation should do everything possible to foster their organisational culture 
and to make sure that every employee knows about and is able to identify with 
the organisational culture. This can be done by way of stories, rituals, symbols, 
language and terminology. Of course there are also subunits within organisations 
… subgroups with their own unique subcultures (Holtzhausen 2004:9).

Smith (1988:12) states as follows: “Culture is the shared values and behaviour that 
knits a community together. It’s the rules of the game; the unseen meaning between 
the lines in the rulebook that assures unity.” Siehl (1985:125) explains organisational 
culture as follows: “Within this context culture consists of values and beliefs that 
groups within the organisation come to share these values – and are expressed and 
transmitted through various means including organisational stories, ceremonies 
and myths. Viewed from this perspective culture is viewed as a powerful means of 
implementing control and is of particular relevance to the strategy implementation 
perspective.”

1.3 Theoretical perspectives

Over the years, three main schools of thought have developed in the philosophy 
of science. These three schools of thought represent certain perspectives on the 
development of theories on and about reality. They also apply to the study of the 
process of organising. The easiest way to distinguish the three schools of thought 
is to consider the central question that each attempts to answer:

 � Empiricism strives to find a factual answer to the question “What is reality?”
 � Normativism strives to answer the question “What should reality be?”
 � Positivism seeks to answer the question “Why is reality as it is?”

No school of thought is more important than the others. In fact, all three perspectives 
should be applied in an integrated manner, depending on the subject being researched 
or studied as well as the motive or aim of the particular scientific investigation.



6

 1.1 

1Study newspaper and magazine articles in which the word “organisation” has been used. 
Compare the meanings attached to the word in those articles with the meaning of the word 
as explained in this study unit.

2Page 15 of the 2012/2013 Annual Report of PALAMA (the Public Administration Leadership 
and Management Academy), currently called the National School of Government (NSG), 
contains a figure representing the organisation of the Academy. It has been included in study 
guide 2 and is also contained on page 14 of the PALAMA 2014-2019 Strategic Plan, which 
is included in study guide 3. Study the figure in conjunction with your tutorial matter, and 
answer the following questions critically. (The PALAMA material is provided to help you 
gain insight into the way the material is compiled. You are, however, free to consult any 
similar documents of your choice.)

3Now answer the following questions:

1. Does the figure in the PALAMA (NSG) document represent an organisation? Sub-
stantiate your answer.

2. Can PALAMA be regarded as an organisation. Analyse the reasons for your answer.
3. Study the definition of the process of organising in the study material and then do 

an analysis to show where this process has been concluded successfully in PALAMA.
4. Can we state unequivocally that the process has been completed if organising has taken 

place and an organisation has been created? Substantiate your answer.
5. How, would you say, should PALAMA be organised in order to realise its stated objec-

tives? Substantiate your answer.
6. Why is PALAMA organised as it is? Does this contribute to the realisation of its 

objectives?

FEEDBACK

I would have answered question 1 in the affirmative. My reasons are as follows: PALAMA 
(NSG) came into being as a result of a process of organising. A formally organised 
relational network of authority, communication, functions and posts was set up. It may 
be concluded from the organised structure that there was a division of labour geared to 
achieving predetermined objectives.

Question 2 refers to two components, namely government and institution. The report 
is addressed to the Minister of Public Service and Administration. This means that the 
Academy is part of the public sector, focusing on the training and development needs of 
public sector employees. It is also an institution since it consists of a contractually regulated 
grouping of employees. The Academy has an organisation and the workers are divided up 
in such a way that the inputs of each group contribute to the realisation of the objectives 
of the institution as a whole.

I should like to answer questions 3 and 4 together. I am of the opinion that organising 
is a continuous process. Whenever new objectives are legislated for PALAMA (NSG) by 
Parliament, the organisational structure will change. The process of organisation can 
therefore only be rated as successful for a particular time and place.

In my opinion question 5 is a normativist question. It implies a value judgement. Each 
individual has certain values and expectations. This means that each individual will ascribe 
a higher or lower value to the Academy’s functions or even expunge certain functions 

  ORGANISATION THEORY AND THE PUBLIC MANAGER
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and add others. It should not be forgotten, however, that the Academy has to achieve the 
objectives assigned to it and answer to Parliament.

Question 6 has already been partly answered. The staff of the Academy have been organised 
in a manner that will enable them to achieve the objectives set for the Academy. According 
to the annual report contained in study guide 2, they have been achieved. Debates in 
Parliament on the annual reports of the respective departments are a further indication of 
whether targets have been met or not.

Do you agree with me? What would you like to add? How did you answer the questions?

We turn our attention to the objectives of organising. The information that follows may be 
partly familiar to you, or you could have deduced it from the above section.

1.4 Objectives of organising

What are the objectives of organising? There are two main objectives, depending 
on the approach followed. The first approach concerns the meaningful division of 
government activities into main operational fields in order to implement the approved 
political aims of a legislative institution. In the second approach, organising refers to 
the creation of structural descriptions of functions, the establishment of structures 
of authority and the implementation of control measures in order to ensure public 
accountability. These measures are necessary in order to optimise effectiveness 
by means of teamwork. With these approaches in mind, we can distinguish the 
following objectives of organising:

1.4.1 Organising to achieve government objectives

The first objective of organising is to establish an organisational structure to 
formulate and pursue government objectives. Government receives demands and 
requests from the external environment, for example the economic, social and 
geographic environments. Such demands and requests usually relate to some need 
of the community that necessitates government action, for example a demand, 
request or need to have a school established in a particular area or to deal with the 
high crime rate nationally. Remember, government activities take place in a political 
milieu and are naturally influenced by political decisions. Government activities 
can take place only if the legislature has approved legislation in that respect and 
the funds for executing the policy have been made available. Once policy has been 
implemented, it is necessary to evaluate the outcome of the policy. We now need 
to see how that is done.

The legislature uses legislation and the budget to determine the executive programmes 
in the form of government objectives. The ministers (political functionaries) are 
charged with executing such programmes in the most effective manner. Obviously, the 
ministers themselves cannot achieve the government objectives. These functionaries 
delegate powers, either formally or informally, to the directors-general of the 
various government departments in order to make organisational arrangements 
at operational level.
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Such arrangements are aimed at implementing the approved policy so as to realise 
the stated government objectives. Steps taken by the directors-general include the 
division of labour, delegation of powers to subordinates to carry out activities, creation 
of channels of communication and measures to ensure optimum co-ordination of 
the sum total of all activities. In later themes in this study guide we analyse these 
steps in more detail. Once these steps have been taken, it is necessary to control 
government activities by determining the extent to which government objectives 
have been realised. The executive is accountable to the legislature for the manner 
in which approved government programmes have been carried out. This enables 
the legislature, in turn, to be accountable to the voting public for the manner in 
which their needs, for example the need to establish a school in a particular area 
or to combat crime, have been met or otherwise met.

1.4.2 Organising to achieve structural descriptions

As seen above, government institutions use the process of organising to provide 
goods and services, among other things, for the community. Government institutions 
provide goods and services when private institutions are unwilling or unable 
to deliver such goods and services. Organising relates to employees rather than 
buildings and equipment. The latter are merely aids to be used in order to realise the 
stated government objectives. Organising is largely based on the study of behaviour, 
with the object of introducing a division of labour, standard practices, hierarchical 
structures, channels of communication and training programmes.

1.4.2.1 Organising for the division of labour

The sheer scope and complexity of government activities make it impossible for one 
individual to carry out all government activities. As soon as more than one individual 
becomes responsible for realising the same objective(s), the need arises for systematic 
and orderly operations. This is achieved by arranging those individuals who are 
responsible for realising the same objective(s) into certain patterns and by creating 
particular relationships, such as those between supervisors and subordinates. Such 
arrangements bind the individuals of an institution to undertake certain activities so 
that, through their joint efforts, they can achieve the stated government objectives.

Such a structure divides certain government activities into demarcated operational 
areas, confining the field of observation and training of the particular employees 
to those functional activities for which they are responsible.

1.4.2.2 Organising to establish or promote standard practices

Once an organisation has been established, certain standard procedures and methods 
should be developed and used. It is essential to bring about uniformity within the 
particular institution and between various institutions.

This makes it possible, for example, to train staff effectively. One example of a 
uniform system is the tender procedures, which are the same for all government 
institutions. This means that officials who are transferred from one department 
to another will be able to perform the activities relating to supply and service 

  ORGANISATION THEORY AND THE PUBLIC MANAGER
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purchases because they will already be familiar with the procedures. The danger 
is that a particular procedure may come to be regarded as the only or the best way, 
without any provision being made for adapting it to changing circumstances. If 
this happens, stagnation sets in.

1.4.2.3 Organising to create hierarchical structures

Individuals are arranged in certain patterns to create particular relationships, 
such as that between superiors and subordinates. The process of organising should 
make it possible to determine which functionaries are responsible for instructing 
subordinates to perform activities in pursuit of government objectives, and which 
subordinates should carry out these instructions.

On a lighter note ….

www.CartoonStock.com

1.4.2.4 Organising to create channels of communication

Channels of communication, whether formal or informal, are essential in order to 
transfer information, to gather the information needed for decision-making and 
to make information available to interested parties. To realise the government’s 
objectives, it is essential to transfer information from one officer to another or 
from one division to another. It is therefore of the utmost importance to establish 
channels of communication that will ensure that relevant and accurate information 
will be sent and received in good time.

1.4.2.5 Organising for staff training programmes

The demarcation of organisational units will clearly indicate which training is 
necessary to allow employees to perform their activities efficiently in pursuit of 
government objectives. A well-trained labour force should contribute to the optimum 

http://www.CartoonStock.com
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utilisation of employees by state institutions; it should ensure that government 
activities are performed in the most effective manner and it should promote 
productivity. Training should moreover enhance job satisfaction among employees.

 1.2 

4Study the 2012–2013 Annual Report of PALAMA in study guide 2 as well as the 2014-2019 
Strategic Plan in study guide 3. Then do a critical analysis to answer the following questions:

1 Can it be said that the Academy was created to meet the needs of the community (and 
is it a specific community)?

2 Is the aim of the Academy to execute the political policy of the government? It will 
help if you pay attention to the mission of the Academy as well as its cooperation 
with other bodies.

3 Can the 2012–2013 Annual Report be regarded as adequate reporting by the executive 
to the legislature on the activities of the Academy?

4 Which of the services provided by the Academy could be privatised?
5 Does the division of labour contribute to the optimum realisation of the objectives 

of the various divisions and of the Academy as a whole?
6 Has the Academy been organised in a way that makes it possible to determine re-

sponsibility and accountability for activities?
7 How would instructions and information flow through the organisational structure 

of the Academy?
8 Which trained personnel does the Academy need in order to realise its stated objectives?

FEEDBACK

Let’s discuss our answers to the above questions.

I would answer the first question in the affirmative. The purpose of PALAMA is to help 
build a capable public service, by providing and coordinating extensive opportunities and 
access to leadership and management competency development-oriented programmes. All 
of this must take place within the confines of the developmental state.

I would answer question 2 as follows. As part of the executive authority, the Academy is 
obliged to carry out the policy of the government. The answer to question 1 serves as an 
illustration. If we look at the mission and vision statement of PALAMA (NSG), it is clear 
that the focus is on management development and training of public officials in all three 
spheres of government to ensure that the policies of the government are implemented. 
PALAMA provides the training and development, either directly or through various, 
accredited and suitable partners.

I am of the opinion that the annual report, the subject of question 3, can never be seen as an 
adequate vehicle for reporting on the operations of the Academy. A study of these reports 
indicates that only the positive aspects of the operations of the Academy are emphasised 
and that the negative aspects are glossed over or expressed as promises for future action. 
To get an idea of the true state of affairs, one has to look past the attractive photographs 
in these reports and the glossy paper they are printed on. The Auditor-General’s reports 
sometimes give an indication of which objectives departments have achieved.

Question 4 deals with the government’s privatisation policy. The policy of the government 
is to retain control over the supply of training and development.
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From the division of labour referred to in question 5, I can see no reason why the objectives 
of the various divisions and the Academy as a whole should not be optimally achieved, 
since all the objectives are met.

Question 6 refers to the organisational structure. The structure creates clear lines of authority, 
thereby determining where responsibility and accountability lie. Each level of the hierarchy 
is responsible to the level above it. For example, the respective deputy directors-general are 
responsible to the Director-General, who in turn is responsible for the acts and omissions 
of the Academy as a whole.

Question 7 touches on the importance of communication in the Academy. Information is 
passed down from the top, for example from the DirectorGeneral to the chief directors, 
and again from the bottom to the top, from the chief directors to the Director-General. 
Information also flows sideways, for example between the respective chief directors.

I would answer question 8 as follows. Such large numbers of different categories of staff 
from different occupations are required that only the broad categories can be identified. It is 
imperative that employees have strong organisational skills and are experts in training and 
development. Because of the kind of work done by PALAMA, human resource specialists, 
facilitators, clerks, and administration and educational specialists are among those required.

Do you agree with me? What would you like to add? How did you answer the questions?

1.5 Conclusion

This study unit described the theoretical basis and theories of organisation. Certain 
key terms and concepts were first defined and explained to make sure that the 
writer and reader are able to understand each other when using these terms. Key 
terms include organising or the process of organising, organisation, institution, 
organisational behaviour, organisation theory and the study of organisations. We 
also looked at the theoretical perspectives used in social science research, such 
as empiricism, normativism and positivism. In addition, we paid attention to the 
objectives of organising. You have seen that organising has to take place in order to 
realise or pursue government objectives, and to introduce structural descriptions, the 
division of labour and standard practices. Organising also aims to create hierarchical 
structures and channels of communication, and to set up training programmes for 
personnel.

1.6 Self-evaluation

The following questions are for self-evaluation and must not be submitted for 
marking.

1. Define and explain the following key terms and concepts:

 – organising
 – organisation
 – institution
 – organisational behaviour
 – organisational theory
 – the study of organisations
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 – organisational culture
 – empiricism
 – normativism
 – positivism

2. What are the objectives of organising? Demonstrate a coherent and critical 
understanding of the objectives of organising.

In this study unit we examined the theoretical grounding of the organising process. 
This takes us to the question “What are the theories of organising?” This question 
is dealt with in the following study unit.
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As an additional source to the study guide, you could consult the following books. 
Read the sections indicated below, which are likely to be helpful to your work in 
this study unit:

Fox, W. 2006. Managing organisational behaviour. Cape Town: Juta.

 � section 3.2
 � section 9.2
 � subsection 10.3.2

Werner, A. 2010. Organisational behaviour: a contemporary South African perspective. 
Pretoria: Van Schaik.

 � section 13.3

2.1 Introduction

In this study unit we analyse the theories of organisation. We start by looking at 
the meaning of organisation and then turn to the types of formal organisations 
by considering the features of closed and open systems of organisation. We also 
investigate the primary characteristics of organisations and organisational designs. 
These designs can be classified by distinguishing between closed and open models. The 
closed organisational model is represented by three schools, namely the bureaucratic 
school, the scientific management school and the administrative management school. 
The open organisational model is similarly represented by three schools, namely 
the humanist school, the organisational development school and the school that 
assumes that any organisation is an intrinsic part of its environment.

In addition, the literature distinguishes four theories as part of the open model 
organisation, namely source dependency theory, institutional theory, transaction 
cost theory and organisational ecology systems theory. Although some of these 
four theories strongly resemble the three schools mentioned above, we discuss 
them separately for purposes of analysis. It is essential to know the meaning of 
organisation as a concept and to be familiar with the types of formal organisation 
in order to analyse the various organisational designs in a meaningful manner. Let’s 
refresh our memory by returning to the meaning of organisation.
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2.2 The meaning of organisation

To refresh your memory and create a link with further studies in this field, refer 
to the definition of “organising” or the explanation of the concept in study unit 1. 
There we explained that an organisation is the result of the process of organising. 
By this means, an infrastructure is created that makes it possible to identify an 
institution as a formally arranged interrelated network of authority, communication, 
functions and positions.

What is an organisation? The first and obvious meaning is that an organisation 
represents a functional institutional network which is aimed at realising stated 
objectives. Please note that an organisation is not the same as a government 
institution. “Government institution” implies much more, including the dynamics 
of the institution, government relations with society (extra-governmental relations), 
government relations with various multipurpose authorities (intergovernmental 
relations) and goal achievement, which refers to the interaction between government 
and its particular group of clients.

We should note that an organisation refers mainly to the enabling infra-structure 
of a government. Although it cannot be separated from external environmental 
influences (environment outside the organisation) and governmental objectives, an 
“organisation” is not the same as an “authority” or “government”. The distinction 
relates to the respective reasons for their existence. A government, for example, 
can justify its existence on the grounds of the variety of services that it delivers to 
the community or society. An organisation is established in order to make it possible 
to deliver such services.

By this time we are all aware that an organisation is not a lifeless, static product. 
Neither is the process of organising a one-off event. It is an ongoing process to 
adapt to changing circumstances. Moreover, an organisation is only established 
once the posts have been filled and the particular institution becomes operational. 
Because people are social creatures, their presence (as employees) creates an informal 
organisation. A government institution is therefore made up of both a formal 
organisation and an informal organisation. A formal organisation is the product of 
a formal process of organising, whereas an informal organisation is brought about 
by the variety of characteristics of the employees of an organisation. This variety 
may be attributed to different values and leads to informal and voluntary patterns 
of association within an institution.

It is important for us to remember that the formal and informal organisations 
within an institution are seldom, if ever, fully assimilated. This situation creates 
the potential for conflict which is present in any institution. Where management 
ignores the existence of an informal organisation and the potential for conflict that 
this creates, it has a counterproductive effect on the activities of the institution. The 
same applies, for example, when staff ignore the formal lines of communication.

We need to realise that the management of any institution should endeavour to 
forge a link between its formal and informal organisations. In practice, this is 
seldom possible, except perhaps in smaller institutions. Nevertheless, it remains 
a goal worthy of pursuit by any institution. If the management of an institution 
acknowledges the existence of an informal organisation and deliberately strives to 
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regulate and accommodate the potential for conflict as far as possible, this should 
help eliminate counter productivity.

In brief, an organisation is made up of a formally established network of relationships 
with a particular intrinsic functional-institutional arrangement. On further analysis, 
it becomes clear that an organisation consists of a communications network, 
a network of authority, a functional arrangement, and a structural arrangement 
of posts divided into sections, divisions and departments. The aim of creating and 
maintaining such an infrastructure is to help the institution to function efficiently 
and achieve its goals. In addition, an organisation is hierarchic by nature, which 
implies a particular power structure that allows for the division and classification 
of competences.

We are now confronted with the question “What types of formal and informal 
organisations are there?” Let us first look at formal organisations.

2.3 Types of formal organisation

The primary aim of the organisations that exist within institutions is to ensure that 
they function efficiently and effectively in pursuit of their stated objectives. For this 
reason and because of their interdependence with the environment, organisations are 
regarded as systems. The building blocks of such systems are the people (employees). 
The behaviour of people (employees) is central to organisations. This explains why 
organisational theory centres on the nature of people’s actions in organisations.

In our study of organisational theory we came across two categories or types of 
systems, namely closed systems and open systems. According to Henry (2004), the 
following features are characteristic of closed systems:

 � Routine tasks are performed in certain circumstances.
 � Specialisation of labour is a common feature.
 � Work procedures are emphasised.
 � Conflict within the institution is dealt with at the upper levels of the hierarchy.
 � Responsibility and accountability are emphasised.
 � Loyalty to the particular unit or institution is paramount.
 � The organisation represents the formal hierarchic structural framework within 

which actions take place.
 � The hierarchical structure is characterised by particular interactions, for 

example communication, delegation and unity of action. (These are analysed 
in more detail in subsequent themes.)

Hodge, Anthony and Gales (2003) have identified the following characteristics of 
closed systems:

 � Closed systems are themselves responsible for their survival in that they receive 
no input from their external environments in the form of energy or resources.

 � Consequently, there is no need for interaction with their external environments.
 � Closed systems will gradually consume their energy and resources and then 

lapse into a state known as entropy. Entropy is a term borrowed from the natural 
sciences and refers to the disorganisation or decay of the universe. We can use 
an example from nature to explain entropy. It is alleged that the sun, a star, 
which receives no input in the form of resources and energy from its external 
environments, has consumed a third of its own resources such as helium and 
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hydrogen since it came into being. If this continues, the sun will in time burn out 
and all that will remain will be an inert dwarf star the size of the earth, composed 
chiefly of carbon and oxygen, and of a mass too low to collapse further. A larger 
star, it is theorised, will continue to collapse to form a black hole, from which 
nothing, not even light, can escape. This is the fate of all stars. We can therefore 
observe and explain stars as closed systems. This statement holds only in respect of 
their mechanics, because heavenly bodies do affect one another as they attract or 
repel each other by means of gravity. Seen in this way, the sun and other stars are 
not completely closed systems, because they are affected by their environments.

One’s immediate reaction is that human organisations are not created merely 
to watch them disappear again! Organisations are created to realise stated ob-
jectives. The characteristics of a particular model of organisation or school of 
thought will determine whether an organisation may be typified as a closed or 
open system. More on this later.

 � An important advance in the study of organisations came with the realisation 
that organisations are not and cannot be closed systems as described above. In 
order to survive, they depend on their external environments for energy and 
resources. Open systems avoid entropy through a process of negative entropy 
whereby energy may be drawn from their external environments in the form of 
physical, human and financial resources.

In contrast to the above, I should point out that Burns and Stalker (Henry 2004) 
have highlighted the following characteristics of open organisations:

 � The structure of open organisations is flexible and adjustable and can therefore 
adapt more easily to changing circumstances, and deal effectively with non-
routine matters that crop up.

 � Non-routine matters crop up when circumstances are changing. For example 
when organisations go through a rationalisation process and uncertainty exist.

 � Specialised knowledge contributes to the development of ordinary, everyday tasks.
 � Knowledge is evenly distributed.
 � The emphasis is on the objectives of the institution.
 � Interaction takes place both horizontally and vertically and is based on 

interpersonal relationships rather than on formal relationships.
 � The emphasis is on loyalty towards the government as such and not towards the 

individual institutions.
 � Everyone resolves conflict themselves in collaboration with management.
 � Everyone assumes responsibility and accountability.
 � Status is attached to both ability and prestige.

In addition Katz and Kahn (1966:28, in Henry 2004) highlighted the following 
characteristics of open organisational systems:

 � Proponents of organisations as open systems assume that such organisations 
have more dynamic relationships with their external environments than do 
closed systems.

 � Open systems survive and maintain their internal composition only for as long 
as more energy (in the form of inputs such as support, demands and resources) 
is received from the external environment than is consumed in the process of 
conversion and outputs in the form of goods and services.
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Evan (1993:5) emphasises the following characteristics of the open model:

 � The key concepts of the open model refer to organisational inputs from the 
environment, organisational processing by the organisation, organisational 
output and feedback to the environment, accompanied by new input from the 
environment that provides support or makes new demands on the organisation.

 � Interaction with other organisational systems in their environments is ongoing.

The points made above show us clearly that proponents of the open systems assume 
that inputs from the external environment in the form of resources are essential. 
If we look at the examples in MO 002 and MO 003, we see that PALAMA (NSG) 
needs supplies, labour and clients from its external environment in order to realise 
its stated objectives. In fact, without the influence of the external environment, the 
Academy is unlikely to have any objectives and it would therefore have no reason 
to exist! At the same time, the Academy provides its outputs in the form of trained 
public employees to its external environment. The inputs and outputs in open systems 
are essential because they represent the link between the organisation and its external 
environment.

The process whereby feedback is received from the environment by way of information 
and payment for the training supplied enables PALAMA (NSG) to make the necessary 
adjustments (remember that in most cases the various government departments 
pay from their respective budgets to send their staff for training or use the services 
of PALAMA).

In this respect it is important to distinguish between negative and positive feedback. 
The concept of negative feedback refers to the process whereby departures from 
a stated objective may be reduced, while positive feedback refers to the process 
whereby departures from a stated objective are increased. It should be obvious 
to us that designers of organisations and decisionmakers will strive to build in 
mechanisms to deal effectively with positive and negative feedback. This can be 
achieved by obtaining information from the environment in good time, by obtaining 
the necessary organisational inputs, creating appropriate organisational processing 
by adapting structures, processes and technology, and by paying attention to 
delivering organisational outputs to the environment. This means that the extent 
of organisational change should match the extent of environmental change. It also 
means that organisations should be sensitive to changes in their environments.

On the basis of the above, we should be able to sum up the chief differences between 
open and closed organisational systems by suggesting that, in broad terms, the 
characteristics of open systems would be the opposite of those of closed systems. 
This implies the following:

 � Closed organisations are more formal, and therefore more rigid, than open 
organisations, which are more informal and therefore better able to adapt to 
changing circumstances.

 � Closed systems can be observed in practice as formal and hierarchically structured 
entities with clear networks of relationships, which are strictly authoritarian. 
The networks of relationships in open organisations, on the other hand, are 
based on informal and interpersonal free association, which contributes to 
characteristically nonauthoritarian networks of association.

 � Closed organisations tend to be introverted, which causes them to be more distant 
from their (external) environments and less dependent on their environments and 
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environmental influence. In contrast, open systems and their environments are 
more closely related and these systems are more dependent on their environments.

It would appear from the characteristics of, and differences between, closed 
and open systems that there may be good reason for the existence of both these 
systems, depending on the type of environment within which they find themselves. 
Nevertheless, it remains an impossible task to determine which type of organisation 
would be the ideal system under which circumstances.

2.4 Primary features of organisations

Bearing in mind the characteristics of organisations mentioned above, we can 
single out three primary characteristics for further analysis, in order to identify 
organisations as closed or open systems, as well as elucidating the practical organising 
of a network of relationships in an organisation.

These primary characteristics make it possible to arrange and identify the creation 
and maintenance of a formal organisation under certain circumstances, with 
due regard for its internal and external objectives, in terms of the concepts of 
“complexity”, “formalisation” and “centralisation”. Examination of the internal and 
external organisational arrangements of closed and open organisations suggests 
that closed organisations are generally more complex, formal and centralised than 
open organisations.

Complexity refers to the nature and scope of the networks of power and communication 
as well as the nature and scope of the functional structural networks of an institution. 
Formalisation refers to the extent to which the organisation (network of relationships) 
of an institution has been formalised, and centralisation refers to the extent to which 
an institution has been centralised.

Let us now take a closer look at the nature of organisational designs.

2.5 Organisational designs

In the literature, organisations are classified in terms of four theoretical approaches, 
namely the mechanistic production-oriented approach, the humanistic people-
centred approach, the environmental situation-centred approach and the holistic 
approach. These four approaches reflect the history of the development of the theory 
of organisations.

There is also a second classification for theoretic approaches to organisational designs 
which classifies approaches to design in terms of particular models. Such models 
are used as heuristic aids in the study of organisations to classify organisations for 
conceptual purposes according to certain main features.

By now it should be clear to you that the study of organisations distinguishes 
between two basic types of organisation, namely closed and open organisations. 
The two organisational types are not found in a pure form in practice. These days, 
organisations tend to be a combination of the two types, although they may be 
either predominantly closed or predominantly open in nature.
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As in the scientific study of any other phenomenon, there are proponents and 
opponents of these two types of organisation in the study of organisation. For study 
purposes, these proponents and opponents are grouped into different schools of 
thought.

2.5.1 Closed model of organisation

Traditionally, the closed model has had the greatest influence on the thinking of 
specialists in the study of organisation. This model is also known by the following 
names:

 � bureaucratic model
 � hierarchic model
 � formal or authoritarian model
 � rational model

The following three main schools of thought are proponents of the closed model:

 � the bureaucratic school
 � the scientific management school
 � the administrative management school, also known as the generic administrative 

school

2.5.1.1 The bureaucratic school

The German sociologist Max Weber is one of the main champions of this school:

 � Weber’s theory of bureaucracy is also referred to as the classical theory of 
organisation, for a number of reasons. Firstly, Weber developed his theory 
at the start of the 20th century, even before Frederick Taylor formulated the 
theory of scientific management and Henri Fayol developed his administrative 
theory. We shall deal with the latter two subsequently. Secondly, this was the 
first theory to attract the attention of researchers in the study of organisation. 
Weber identified three principles that provide the basis for legitimate authority 
in accordance with his view of the “ideal type” of bureaucracy. He described 
these principles as follows:

1.  The rational principle, which is based on the legitimacy of normative 
prescriptions (which were not defined any further). For this principle, 
Weber relied heavily on the right of those who have been put in positions 
of authority to give instructions to their subordinates.

2.  The traditional principle, which is based on the sacrosanct nature of age-old 
traditions and the legitimacy of action by those who exercise their authority 
in terms of these traditions.

3.  The charismatic principle, which is based on dedication to an individual and 
the normative prescriptions and behaviour advocated by that individual. 
Take as an example the organisational structures in Germany and Italy 
during the reigns of Hitler and Mussolini.

According to Weber, the characteristics of an ideal bureaucracy include emphasis 
on the use of rules and regulations and a hierarchical structure as represented by 
offices (head office and regional offices) and the positions of the workers in such 
offices. In addition, management is conducted through written documentation and 
requires expert personnel. From a purely technical view, Weber is of the opinion 
that such an organisation should achieve the highest degree of efficiency. According 
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to him, it is also the most rational way to exercise control over subordinates. It is, 
moreover, better suited than any other model of organisation to achieving meticulous 
and reliable performance and makes it easier for the heads of the organisation to 
measure the results of operations.

The main criticism of Weber’s theory of the ideal bureaucracy is that, once it was 
announced, researchers initially regarded all organisations as closed systems. 
Nevertheless, we cannot unequivocally attribute this view to Weber. He was not 
insensitive to the influence of non-formal relationships on organisations. In fact, 
he had pointed out that the advent of the modern state and the capitalist system 
were prerequisites for the development of a rational legitimate bureaucracy. Later 
studies, however, clearly showed that organisations were open systems.

In summary it can be said that the key concepts of Weber’s theory point to the 
following:

 � Rational legitimacy exists in organisations. This refers to normative prescriptions 
and the view that those in positions of authority have the right to issue instructions.

 � A rationally legitimate bureaucracy is also more efficient than one based on 
traditional or charismatic principles.

 � There is a system of graded positions, determined by the expertise expected of 
the workers. In other words, there should be a hierarchy of positions comprising 
supervisors and workers.

 � Promotion is based on professional competence and skill.
 � A career path is developed in the bureaucracy – that is the hierarchy.
 � There are prescribed behavioural norms and regulations.
 � It is assumed that this theory is universally applicable and that it is the most 

efficient method of organising. This means that the theory applies to both the 
subunits within the organisation and to the organisation as a whole.

I don’t think that you will find examples in practice of rigid grouping into open or 
closed systems, but rather that characteristics of both systems are to be seen in any 
institution. Do you agree with the above account of these systems? Would you like 
to add anything?

2.5.1.2 Scientific management school

For exponents of this school the emphasis falls on increasing productivity by means 
of time and motion studies. Organisational arrangements are aimed exclusively at 
increasing productivity. People are regarded merely as machines or tools and are 
also treated as such, especially where workers are employed on a production line. 
The production line refers to a situation where each worker performs only a specific 
task in the production of a product. An assembly line for vehicles is an example of 
a production line.

Exponents of this school, such as FW Taylor and Frank and Lillian Gilbreth, paid 
little attention to a general hierarchy and organisational structure, and completely 
ignored personality. The workers either conformed to the job or were dismissed. 
Gilbreth went so far as to use his name in reverse (therbligs) as a term for the fine 
motor movements in motion studies. Although this style of management must have 
been particularly unpopular among the workers, it still has its supporters even today.
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2.5.1.3 Administrative management school

Exponents of this school are of the opinion that administration consists of certain 
functions that are generic and can be carried out in any working environment. 
Exponents of this school relate closely to the bureaucratic school because they 
support the existence of a formal hierarchy.

Once researchers in the study of organisation departed from the closed model, the 
need arose for a theory to conceptualise the organisation-environment relationship. 
This need was met by the development of the open model of organisation, a paradigm 
which arose in the 1950s.

2.5.2 Open model of organisation

The open model of organisation traditionally found more favour in the private than 
in the public sector. The reason for this can probably be found in the requirements 
of public responsibility and public accountability with which public officials have 
to comply. It should always be possible to determine responsibility and accountability 
in the public sector. The following are some of the names used for the open model 
(Henry 2004):

 � the college model
 � the competitive model
 � the free-market model
 � the informal model
 � the natural model
 � the organic model

We can again distinguish three schools of thought (Henry 2004):

1. the humanistic school
2. the organisation development school
3. the school that argues that any organisation is intrinsically part of its 

environment

2.5.2.1 Humanistic school

Exponents of the humanistic school strive to promote the interests of the individual 
by emphasising aspects of the organisation that receive no attention in the closed 
model, such as clique formation, emotions and personal motivation (Henry 2004). 
Special attention is paid to the behaviour and job satisfaction of individuals. This 
school supports the view that if individual satisfaction can be ensured, production 
will increase of its own accord. For example, AH Maslow found that apart from the 
organisational hierarchy within which an individual works, there is also a hierarchy 
of needs that must be satisfied. Both hierarchies have to be reconciled to ensure 
success (Henry 2004). The humanistic school therefore stresses the human side of 
the individual in its organisational context.

2.5.2.2 Organisation development school

Whereas proponents of the humanistic school emphasise the interests of the 
individual in the organisation, exponents of the organisation development school 
emphasise the interests of groups within the organisation.
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Organisation development is a deliberate attempt to utilise training to improve 
organisational efficiency through calculated intervention in the operation of the 
organisational unit, including the utilisation of the services of third parties. The 
aim is to deliberately change and systematically analyse the organisation in order 
to achieve organisational efficiency. The aims of organisational development (Henry 
2004) are

 � to improve the individual’s ability to cooperate with others (note the link with 
the humanist school)

 � to acknowledge the emotions of human beings within the framework of the 
institution

 � to improve mutual understanding between members of the institution
 � to reduce tension
 � to promote group management (participative management) and inter-group 

cooperation
 � to give preference to a less formal organisational structure and to develop a more 

“organic” structure (thus a more naturaly developed structure)

Proponents of the organisation development school believe that the above objectives 
will lead to a more flexible organisational structure and more efficient internal 
arrangements. This should in turn contribute to accelerated growth and change 
in the environment. The influence of technological development on organisation 
should nevertheless also be borne in mind.

2.5.2.3 Organisation as an intrinsic part of a particular environment

Whereas the humanistic school concentrates on single individuals and the organisation 
development school focuses on groups, the environmental school concentrates on the 
organisational elements as a whole within a particular environment. The emphasis 
therefore shifts away from individuals and groups. In the view of proponents of this 
school, the environment within which the organisation finds itself makes certain 
demands, and the organisation needs to adapt to these demands. We can explain 
this school in terms of the systems model.

Various factors influence the structure and internal arrangements of an organisation. 
For the purposes of our discussion, we pay special attention to external and internal 
environmental factors, represented as follows in this model.

FIGURE 1: The systems model
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The environmental factors enter the system as inputs; they are processed and leave 
the system as outputs. The inputs are derived from the internal and the external 
environments, and the results of processing in the organisational unit return to the 
internal and external environments. The environments in turn process the results 
received from the system and allow the environmental results to return to the system 
by means of a feedback process where necessary.

According to the systems model, which consists of the processes of input, processing, 
output and feedback, the influence of environmental factors on the organisation will 
depend on whether the organisation is seen as a closed or an open system. As a result 
of the rigid composition of the closed model, the influence of the environmental 
factors will not be rapidly or easily noticeable. The open model responds more rapidly 
and the results of the inputs are more obvious. Changes are usually noticeable when 
the basic structure is adapted or when the internal organisational arrangements 
are changed.

Systems theorists argue that there is a hierarchy of levels that may be applied to 
the physical, biological and social systems. Miller (Evan 1993:5), for example, 
suggested a classification of living systems consisting of cells, organs, organisms, 
groups, organisations, communities and supernational systems. Each system may 
be further divided into subsystems, and each system interacts with supernational 
systems. In other words, each subsystem is a subdivision of a larger system. As far as 
organisational systems are concerned, organisations are subsystems, or subdivisions, 
of the community, or even of more than one community.

To regard organisations as open systems, it is necessary to assume that a continuous 
exchange of resources takes place between organisations and their environments.

2.5.2.4 Resource dependency theory

The theory of resource dependency follows from the discussion above. The basic 
premise of this theory is that organisations are open systems, which means that they 
are not self-sufficient for all their needs, cannot generate all resources internally and 
therefore need to acquire resources from other organisations in their environments 
in order to survive. This presupposes interaction with other organisations that 
control the essential resources, which in turn leads to interorganisational dependence 
accompanied by uncertainties. That is why most government departments depend 
on PALAMA to supply them with training opportunities.

The critical importance and scarcity of a resource will determine the intensity of the 
demand for the particular resource. This means that the organisation requiring the 
resource will be highly dependent upon the organisation that owns the resource. 
Accordingly, the latter will be in a position of power over the former.

To avoid such a situation and the uncertainty that it brings, organisations attempt 
to select the environments within which they operate. They do so by creating or 
determining their own environments. Decisionmakers in organisations can also 
turn to strategic choices by adjusting their internal structures, procedures and 
their relationships with their environments. Organisations pursue two objectives in 
making strategic choices. The first is to gain control of resources and, in so doing, 
reduce their dependence on other organisations. The second objective is related to 
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the first and is to gain control of resources and, in so doing, increase the dependence 
of other organisations for the acquisition of such resources. Realising either of these 
objectives will influence the interaction between organisations, and consequently 
the organisation’s power over other organisations.

2.5.2.5 Institutional theory

The biggest problem with institutional theory is the ambiguity of its key concepts, 
such as the concepts of institution, institutionalisation and institutional environment. 
Institution can be both a norm or rule, and an organisation. Institutionalisation 
refers to both a process of acceptance and an end result. Institutional environment 
seldom refers, for example, to the source of pressure on an organisation. Legitimacy 
is another concept used in this theory. The assumption is that all organisations 
find themselves in institutional environments that influence their organisational 
structures, customs and operations. For purposes of analysis, attention is paid to 
the organisation as a whole and the organisation-environment relationships. Key 
propositions are that organisations are more likely to survive if they can achieve 
legitimacy and enjoy the support of the institutional environment. Moreover, 
organisational structures develop through a process of adjustment in response to 
stimuli from the institutional environment.

2.5.2.6 Transaction cost theory

The key question of interest in the transactional cost theory is whether an institution 
has to produce or manufacture certain means or assets itself in order to make it 
possible to deliver goods and services, or whether such means have to be bought in 
the market. In other words, should a separate organisational structure be created 
within the institution to produce such means or not? Transactional cost theory 
therefore considers the problem of organisation-environment relationships by 
following an interdisciplinary approach which includes the economy, organisation 
theory and the law of contracts.

If an institution wants to save on the transactional cost of acquiring some means, 
it would compare the cost of the transaction where means are pur chased in the 
market and the cost to the institution of manufacturing or providing such means 
itself. In this way, market transactions are compared with internal transactions in 
order to determine the most cost-effective acquisition of means.

There are two fundamental assumptions to bear in mind when we consider 
transactional costs, namely limited rationality and opportunism. This can be 
explained as follows. The parties to transactions (other than the purely theoretical 
being who possesses perfect rationality), possess only limited intellectual or mental 
abilities and can process information and formulate and solve complex problems 
only within the constraints of such abilities. Had it not been for limited rationality, it 
would have been possible to arrange all economic relationships efficiently by means 
of contracts. Owing to limited rationality, however, only incomplete contracting 
can be effected. In addition, some participants in transactions are opportunistic 
in their actions – their actions are characterised by unpredictability and cunning.
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Three matters relating to transactions should be borne in mind, namely the frequency 
of the transactions, the uncertainty to which transactions are subject, and the degree 
of support enjoyed by transactions by means of sustained transaction-oriented 
investments. Three control functions also play a role. These three relate to: the market; 
hybrid or intermediate transactions such as long-term contracts; and joint ventures, 
agencies and other non-standard contracts. With efficiency as the primary focus, a 
research agenda may be prepared to investigate problems such as which activities 
are to be performed by a particular institution and which should be carried out by 
an outside body. Attention should also be paid to the relationships between the parts 
or subdivisions of the institution in order to integrate its operations.

The question is now whether there are any guidelines to determine whether an 
institution should manufacture certain means itself, or whether these should be 
purchased in the market. In the past, for example in the car industry, it has been 
found that the higher the engineering inputs needed to develop spare parts, the 
greater the possibility that the institution will manufacture the parts itself. This is 
also referred to as vertical integration of production. The specific characteristics 
of the required means will also determine whether the institution will decide to 
manufacture them or to purchase them in the market. In addition, the complexity 
of means and the accompanying increased cost of writing a comprehensive contract 
will weigh in favour of the decision for self-manufacturing. Studies have also shown 
that in some cases transactional cost within an institution exceeds the cost of market 
transactions. Finally, transactional costs apply more to commercial industries than 
to noncommercial industries. This does not mean, however, that noncommercial 
industries can ignore transactional costs.

2.5.2.7 Organisational ecology systems theory

The organisational ecology systems theory represents a fundamental paradigm 
shift compared with the other theories of organisation. By paying attention to 
elements of disciplines such as biology, demography and sociology, proponents of 
this theory strive to gain knowledge of the forces that have influenced organisational 
structures over long periods of time. Consequently, researchers in this field follow 
a macroperceptual approach. The unit of analysis is not an individual organisation, 
but rather a unit known as a “population of organisations”. Furthermore, they do 
not follow the normative approach to the study of organisations, but a positivist 
or descriptive approach. According to this theory, the main source or cause of 
organisational change is not the adjustments that are made or the strategic choices 
of decisionmakers, but environmental selection. New organisational forms develop, 
and if they fit a particular niche they are “selected” by the environment. This theory 
also focuses on population dynamics as well as environmental dynamics and has 
expanded the research agenda to cover not only a national strategy but also a 
multinational strategy.

Population ecology refers to various features of the relationships between communities 
and the capacity of the environment to sustain such communities. This theory is 
an adaptation of the population ecology model and the way in which this model 
relates to a “population of organisations”. In this context environment refers to 
reciprocal relationships between organised populations together with the conditions 
for establishing an ecosystem. The relationship of a population to its environment 
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is expressed in terms of certain concepts, some of which have been derived 
from population ecology, and others developed to suit the characteristics of the 
organisational groups. Organisational groups include restaurants, newspapers, 
trade unions, voluntary welfare organisations and even breweries.

In studying the creation and demise of organisations, the initial emphasis was on 
group dynamics. By means of empirical research, the following recurring laws were 
found to apply to organisational groups:

 � Organisational density refers to the number of organisations in a population. It 
does not affect the creation of new organisations.

 � Recent or new and small organisations tend to disappear more easily.
 � In time, organisations tend to grind to a halt because no further development 

takes place.
 � The longer an organisation has existed, the less likely it becomes that it will 

disappear.
 � Structural inertia sets in as an organisation becomes bigger.

Recent developments have shown a deliberate attempt to include institutional 
variables in the consideration of ecological change in order to bridge the gap 
between organisational ecology and institutional theory. The following two practical 
examples illustrate this statement. A study of local newspapers in California in the 
USA found that institutional variables, especially political unrest, affected the rate 
at which newspapers were created and disappeared. The second study examined 
the impact of institutional changes on the creation and disappearance of voluntary 
welfare institutions. The main focus was on the role of the state. Variables considered 
included changes in government policy on and programmes for social services. By 
allocating resources to the various social institutions and amending the tax laws 
so as to make funds available, the state introduced conditions that contributed to 
the creation or demise of institutions.

In the first place, criticism of the organisational ecology systems theory is aimed 
at the lack of clarity of certain key concepts as well as methodological difficulties. 
More specifically, doubt surrounds the use of the words and terms “niche”, 
“organisational form” and “the population level of analysis”. If we consider the 
“organisational population” used by the researchers in the abovementioned study, 
we see that this grouping is by no means central to the political economies of 
industrialised communities, nor is it their most important grouping. The studies 
have dealt with insignificant groupings, communities and institutions such as rural 
telephone companies, Argentinean newspapers, old New York insurance companies 
and rural Italian cooperative banks. The question would be how the systems theory 
of organisational ecology relates to major contemporary groupings. Research does 
not include, for example, studies of major corporations, political parties, universities 
or military institutions.

Secondly, one of the reasons for studying marginal institutions such as restaurants, 
local newspapers and even breweries is the availability of archival data gathered 
over time. This would mean that the systems theory of organisational ecology is in 
fact “data driven” and not based on fundamental theory.

Thirdly, if there is any interest in finding mechanisms for social change at macrosocial 
level, a completely different theory and research strategy would be necessary. This 
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means that a network of organisational power should be mapped and that the role 
of the proponents of this theory as advocates of social change should be defined.

When comparing the systems theory of organisational ecology with the three 
other theoretical perspectives of organisation, namely resource dependency theory, 
institutional theory and transactional cost theory, the former has the greatest degree 
of generality.

Do you agree? Is there anything you would like to add? Personally, I doubt whether 
there is really such a thing as a perfectly open organisation.

 2.1 

5Answer the following questions:

1 Describe and analyse the environmental influences that have affected the department, 
division or section in which you work, as well as the consequences of such influence. If 
you are not employed, you may describe and analyse such influence and consequences 
in terms of reports and information that you find in the media.

2 Study this study guides 2 and 3, and then do a critical analysis of the following state-
ments. In all cases you should use PALAMA as a model for your analysis.

(a) As far as South Africa is concerned, government organisations at various levels 
are undoubtedly largely closed systems.

(b) Contemporary organisations are largely a combination of the closed and open 
models, and individual organisations are either more closed or more open when 
judged by their main characteristics.

(c) Continuous interaction takes place between PALAMA and the other organisa-
tional systems in its environment.

FEEDBACK

I would answer the first question as follows. In the department where I was working, a 
request was received from students for more contact and guidance from the University. 
The result was that the tutor system was extended and that satellite broadcasting sessions 
were promoted.

In response to question 2(a) it could be said that government institutions in South Africa 
are predominantly closed since they follow a hierarchical organisational pattern. Precisely 
how closed they are, would depend on each institution and the experience of their clients. 
I would answer question 2(b) by saying that these days organisations are a mixture of the 
two and, in response to question 2(c), I would answer that a continuous interaction takes 
place between the Academy and the other systems in its environment. As an example of 
this one could refer to the fact that before new legislation is adopted inputs are requested 
from all interested persons and anyone affected by the legislation.

A last point – would you say the following institutions are open or closed?

 � a firm of attorneys
 � a church

I would consider a firm of attorneys to be a closed institution since the partners virtually 
have the sole say over the activities of the body. They are, however, dependent on inputs from 
clients from the environment. In the case of a church, one would have to establish whether a 
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single person’s word is law, whether a synod or board of management controls the activities 
of the institution without inputs from outside, or whether inputs from the community are 
desired. In this regard we should note the way the monarchy is viewed in a country such 
as Great Britain, and the traditional African view of a royal house.

2.6 Conclusion

In this study unit we looked at the theories of organisation. We started by focusing 
on the meaning of organisation. We then considered the types of formal organisation 
by referring to closed and open systems, as well as to their characteristics and the 
differences between them. We proceeded to describe organisational designs in 
terms of the various models. The closed model of organisation is characterised 
by three main schools of thought, namely the bureaucratic school, the scientific 
management school and the administrative management school, also known as 
the generic administrative school.

The open model of organisation also involves three schools of thought, namely the 
humanist school, the organisation development school and the school that assumes 
that any organisation is intrinsically part of its environment.

In addition to the above schools of thought, we described the following four theories of 
organisation, namely resource dependency theory, institutional theory, transactional 
cost theory and the organisational ecology systems theory.

The various schools and theories of organisation are not necessarily mutually 
exclusive. Some characteristics of a preceding school or theory also appear in a 
subsequent theory or school of thought. This may be regarded as the historical 
development from a despotic organisational structure to a more people-oriented 
organisational structure, where participative management is encouraged.

2.7 Self-evaluation

The following questions are for self-evaluation and must not be submitted for 
marking.

1. What do you now understand by the concept of “organisation”? After working 
through this study unit, do you understand this term in a different way?

2. What are the characteristics of a closed organisation?
3. What are the characteristics of an open organisation?
4. What are the main differences between open and closed organisations?
5. Describe the primary characteristics of organisations.
6. Three main schools of thought relate to the closed model of organisation. 

Write an essay on this.
7. Three schools typify the open model of organisation. Describe them.
8. Four theories relate to the open model of organisation. Describe them by 

making use of theory-driven arguments.

In this study unit we dealt with the theories of organisation. The following theme 
is concerned with an examination of organisational structures and design.
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2Organisation structure and design

OVERVIEW

KEY QUESTIONS

In the previous theme we noted what the public manager should know about 
organisational theory. We paid attention to the theoretical grounding of organising 
and the theory of organising. In this theme we encounter organisational structure 
and design. It seems to me that in order to discover what organisational structure 
and design involve, we need to answer the following questions:

 � What do “strategy”, “structure” and organisational “efficiency” mean?
 � What does the “scope and complexity” of institutions mean?
 � What are the “formal aspects” of organising?
 � What influence does “technology” have on organisations?

KEY CONCEPTS

To understand what organisational structure and design involve, we need to be 
clear about the following concepts:

 � strategy, structure and efficiency
 � scope and complexity
 � formal aspects
 � technology
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organisational efficiency

As an additional source to the study guide, you could consult the following books. 
Read the sections indicated below, which are likely to be helpful to your work in 
this study unit:

Fox, W. 2006. Managing organisational behaviour. Cape Town: Juta.

 � section 1.3
 � subsection 2.3.11
 � section 3.2
 � section 3.6
 � section 4.2
 � subsection 4.5.2
 � subsection 10.3.3.1, point 2
 � section 14.12

Werner, A. 2010. Organisational behaviour: a contemporary South African perspective. 
Pretoria: Van Schaik.

After reading the above sections you will already have an idea of the answers to 
some of the key questions and the meaning of the key concepts mentioned in the 
overview of theme 2.

SPECIFIC OUTCOME 2

You must show detailed knowledge of organisational structure and design.

3.1 Introduction

In this study unit we look at matters of organisational strategy, structure and 
efficiency. We start by defining the concepts of strategy and structure, and follow 
this with a description of organisational efficiency. Matters to be described include 
internal efficiency, which is made up of internal effectiveness and the influence of 
the human relations school on the assessment of efficiency. We then describe the 
roles of objectives and resources in the assessment of organisational efficiency and 
look at the relationships between performance and interest groups in determining 
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organisational efficiency. We conclude by looking at two models that have developed 
over time in relation to organisational efficiency, namely the contradictory model 
and the competing values model.

3.2 Strategy

According to the dictionary definition given in the 1995 edition of Collins English 
dictionary for the concept of strategy, it is a general plan or set of plans intended to 
achieve something. Strategy therefore includes all the reasons why an institution 
exists, its objectives and its planning in order to realise its objectives. The strategy 
of an institution may be to supply goods and services to the public, and its goal 
may be to treat clients fairly and honestly and to deliver only goods and services of 
a high quality. Internally, each employee will be treated with respect and fairness, 
and his or her contribution to the performance of the institution’s operations will 
receive recognition.

If an institution changes its objectives and strategies, then changes in other matters 
would follow. As an example, please see pp.17-38; sections 6 and 7 on the strategic 
outcomes and objectives of NSG in study guide 3 (PALAMA (NSG) 2014-2019 
Strategic Plan).

Another aspect of strategy that we should be aware of and that needs to be explained 
more fully is the matter of short-term and long-term objectives. The time frame 
within which objectives have to be realised is critical, especially when it comes to 
delivering essential goods and services. Not all objectives are suitable for immediate 
achievement – we look at this more closely further on. Some objectives take longer to 
achieve than others. One way of dealing with complex and competing objectives is 
to arrange them according to a timetable. The objectives of any organisation can be 
divided into short-term and long-term objectives. Here we need to note the following.

3.2.1 Objectives

Short-term objectives are objectives that an organisation hopes to achieve within a 
year or any other particular period of review. A practical example is the strategic 
objectives to be achieved as contained on page 12 of the Annual PALAMA report.

Long-term objectives are those objectives that an organisation cannot achieve within, 
say, a year. These objectives relate to a period of more than a year or to more than 
one period of review and may even apply to periods of 10 to 20 years. Rapid changes 
in the environment of an organisation may make it difficult or even unwise to plan 
for periods longer than three to five years. Whatever the period being used, long-
term objectives determine the activities of organisations for periods longer than a 
year or for more than one period of review of the same activities.

A practical example would be the Medium-Term Strategic Framework (2012–2014) 
mentioned and discussed on page 6 (see study guide 2). The Annual Report contained 
in study guide 2 states as follows:

In April 2012, the current government was elected into office, guided by five 
plus two priorities for the next five year period of government. The five priori-
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ties are education; health; rural development and land reform; creating decent 
work; and fighting crime. An additional two priorities have been included 
towards improving the effectiveness of local government; and infrastructure 
development and human settlements.

The forenamed additional two priorities of government are critical in that 
their success or failure will impact on the key five priorities that form a so-
cial compact between the state and the people of South Africa. Training and 
development is at the core of both priorities, with PALAMA (NSG) central to 
its delivery. Informed by these seven priorities of government, the Medium-
Term Strategic Framework (MTSF) seeks to realise the undertakings made 
by the current administration to the people of South Africa. The MTSF not 
only identifies specific government deliverables in pursuance of the priorities 
highlighted above but also alludes to the capacity requirements of government 
for these priorities to be realised (PALAMA 2012:10).

If you are interested to know more details on PALAMA’s strategy, see page 15 in 
study guide 2.

3.3 Structure

Organisational structure refers to the internal relationships within an institution, 
the division of labour and the ability to coordinate activities within the institution. 
Structures include matters such as the points where decisions are made in the 
institution, the degree of centralisation (more on this later), the way in which labour 
is divided and departments are formed (differentiation) and the role of rules, policy 
and procedures in controlling activities in the institution (formalisation). Those in 
control of institutions may vary the organisational structures to suit their personal 
preferences or to adapt them to prevailing conditions. A practical example is the 
appointment of the Deputy Director-General: Executive Development (see page 74 
in study guide 3). Do you know who the current DDG: Executive Development is? 
What are the core responsibilities of this branch within PALAMA (NSG)?

The structure of institutions should allow for coordination and control of their 
internal activities. We define these two concepts later. Because institutions, such 
as PALAMA, are open systems, they are influenced by factors such as uncertainty, 
restrictions and the availability of resources from the external environment.

The structure of an institution should be adapted to its particular circumstances. It 
is influenced by the environment within which it finds itself, by technology, as well 
as by the objectives of the institution, its size and its culture. Consequently, there 
is no best or most appropriate structure for all institutions. The most appropriate 
structure for an institution will depend on a number of factors, as mentioned above. 
These factors are explained in the study units that follow.

 3.1 

6First work through this study unit as well as study guides 1 and 2, and then answer the 
following questions. In each case, use the knowledge you have already acquired to sub-
stantiate your answer.
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1 Define the strategy of PALAMA (NSG).
2 Elaborate on the two programmes under the PALAMA (NSG) vote.
3 What are the strategic objectives of PALAMA (NSG)? Reflect on these objectives and 

write a critical essay on these objectives.

3.4 Organisational efficiency

In general it may be contended that any institution that achieves its objectives must 
be efficient. Can we simply accept this claim? No, because it is not the whole truth. 
The employees and supporters of an institution occasionally query its efficiency and 
effectiveness. Are efficiency and effectiveness really no more than the achievement 
of goals, the making of a profit, increased production or the number of clients 
served? What of employee satisfaction? Are the clients satisfied with the goods and 
services they receive? Is the community satisfied with the action of the institution 
concerned? Do public employees have all the necessary skills and competencies to 
meet the various needs of society?

As we can conclude from these questions, there are various ways in which the 
efficiency and effectiveness of an institution can be measured, and this is the next 
point that we discuss.

3.4.1 Internal efficiency

Efficiency refers to the extent to which the stated objectives of an institution have 
been achieved. Theorists who study organisations have focused on internal efficiency. 
Two subgroups or schools have developed, each emphasising different aspects of 
organisational efficiency, namely internal effectiveness and the human relations 
school. Let’s proceed to discuss these two schools.

3.4.1.1 Internal effectiveness

This school may be regarded as a legacy of the scientific management school described 
in study unit 2. According to the proponents of this school, the effectiveness of an 
institution is determined by the extent to which inputs have been maximised in 
terms of the cost of the inputs and the cost of converting such inputs into outputs. 
Internal effectiveness therefore also implies a reduction in production costs. The 
underlying assumption is that an institution that processes inputs into outputs more 
effectively will be more efficient than an institution that does this less effectively. If 
the objective has been achieved at the least cost, it can be said that the achievement 
of objectives has been effective.

Nevertheless, there are two sides to internal effectiveness. Internal effectiveness 
can also be achieved by using poorer quality raw materials at the input end, by 
eliminating certain steps in the process of manufacture or by disposing of waste in 
dubious or cheap ways. Think of the drums of hazardous waste dumped on a river 
bank in KwaZulu-Natal some years ago. You may also be aware of truck owners in 
urban areas who tender cheaply for the removal of garden refuse or building rubble 
and then simply dump these on empty lots or by the roadside. Such actions may 
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help reduce production costs, but these practices create other problems. Finally, an 
institution may be effective in supplying goods and services without having a market 
for such products. Such an institution will not survive for long.

3.4.1.2 Influence of the human relations school on assessing efficiency

Theorists belonging to this school are concerned with the emotional side or emotional 
wellbeing of the workers in an institution. One matter that has been studied is internal 
tension as an indicator of effectiveness. An effective institution, in the opinion of 
the proponents of this school, is characterised by the efficient flow of information, 
at both horizontal and vertical levels, by the virtual absence of conflict and by the 
presence of mutual trust and goodwill between workers and management. Briefly 
then, an institution is effective if its employees are happy and satisfied.

The human relations school presents a partial and sometimes inaccurate picture 
of organisational operations. The satisfaction of the workers, for example, will not 
necessarily lead to (increased) production or even efficiency. Happy workers may 
even become self-satisfied and refuse to see the necessity for change to adapt to a 
changing external environment. Even if workers are happy and effective, they may 
still not deliver the desired production. Moreover, the absence of conflict may even 
reduce efficiency. Workers may neglect to question ineffective and incorrect actions, 
and thereby sacrifice efficiency. Efficiency is therefore far more than effectiveness, 
the satisfaction of workers and the elimination of conflict.

We shall now discuss the role of objectives in assessing efficiency.

3.4.2 The role of objectives in assessing efficiency

The objectives approach to institutions assesses efficiency by noting how well 
institutions are realising their objectives. The closer an institution comes to realising 
its objectives, the more efficient it is. One advantage of the objectives approach is 
that it is possible to determine the efficiency of each individual institution separately, 
since this approach does not rely on comparative studies.

This approach also has certain shortcomings. Firstly, if an institution’s objectives are 
poorly defined, complex or misplaced, it may not be possible to determine accurately 
whether objectives have been realised. Secondly, the objectives of an institution may 
be irreconcilable with the objectives of interest groups in the community.

Thirdly, objectives may be unclear or contradictory, which means that it will be 
impossible to achieve some of the objectives.

There are also problems when determining the efficiency of an institution according 
to the extent to which its objectives have been realised. An institution that has realised 
its objectives may not be so efficient if this prevents other objectives, either its own 
or the objectives of other institutions, from being realised optimally.
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3.4.3 The role of resources in assessing efficiency

A basic assumption of the view of institutions as open systems, as discussed 
previously, is that they need to receive resources from the external environment in 
order to survive. Raw materials and labour as inputs are necessary to produce the 
expected outputs. The resource systems model supports the view that the extent to 
which efficiency can be achieved in an institution depends on the resources that can 
be obtained from the environment. The inputs from the environment are clearly 
related to the performance of the institution. An institution needs to receive inputs 
from the environment in order to supply its outputs. We look at a practical example.

Immediately after World War I, the former Department of Forestry decided to 
increase its production of construction timber in view of the serious shortages that 
arose during the war. Jobless people were employed to plant the trees. The severe 
depression of the late 1920s and early 1930s left large numbers of people without jobs, 
and they could be employed to help achieve the objective of planting trees for the 
production of construction timber. The conditions of employment were particularly 
favourable for both the workers and the Department. The workers received small 
salaries as remuneration for their services, but each worker received a piece of land 
for farming. They were also given two days’ leave per week to cultivate their farms 
to supplement their income.

This arrangement achieved two objectives. Firstly, employment of the jobless resolved 
a huge social problem for the Department of Social Welfare and Pensions. It boosted 
their policy of reducing unemployment. Secondly, the Department of Forestry 
realised its objective of planting trees and increasing timber production. This is an 
example where two divergent objectives of two state departments were achieved 
through a single action. One may say that this action contributed to the efficiency 
of the two state institutions concerned.

Although the above is an example of success, high-quality inputs will not necessarily 
lead to high quality outputs. Other factors from the external environment may also 
play a role. The Cahora Bassa Hydroelectric Scheme is an example here. This was a 
high technology development involving the best-trained staff. And yet the scheme 
is a total failure at present in spite of the best inputs from the environment, such 
as an adequate and clean water supply for generating electricity, highly trained 
technicians and the best equipment for power generation that was available at the 
time of construction. Until recently, due in part to the prolonged civil war in the 
People’s Republic of Mozambique, very few outputs in the form of electricity had 
been generated or reached the Republic of South Africa as one of the end users.

3.4.4 Relationships between performance and interest groups

Surely the best way to determine the efficiency of an institution is to assess whether 
the interest groups and supporters of the institution are satisfied with its outputs. 
Interest groups are those groups and even individuals who have a vested interest 
in the performance of an institution, including employees of the institution, trade 
unions and members of the local communities. These groups endeavour to influence 
the decisionmakers of the particular institution in a certain way, and then determine 
the efficiency of the institution in terms of those factors that they have influenced.
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The same problem as with contradictory objectives arises in the case of interest 
groups. Interest groups have various expectations in relation to the performance of 
institutions. It is naturally impossible to please everyone. A practical example would 
be that according to certain interest groups the government of the day, through the 
human settlement departments of the provinces, has failed to have enough houses 
constructed annually, and this has been accompanied by allegations that the human 
settlement departments are inefficient in implementing their housing policies. In 
contrast, those groups and communities to which housing has been provided will 
be satisfied with the human settlement departments and their human settlement 
policies and will regard the particular human settlement departments and their 
policy implementation as efficient.

Lastly, the relative power of an interest group over an institution will determine 
the extent to which it can influence the institution. Because most people who are 
waiting for sub-economic housing probably support the present government, and 
as an interest group can demand that the government provide housing, there has 
been a significant increase in the number of houses being built countrywide by 
the various human settlement departments of the provinces. This brings me to the 
contradictory model.

3.4.5 Contradictory model

Exponents of the contradictory model of efficiency argue that an institution as a 
whole cannot be said to be totally efficient or inefficient. There are divisions in any 
institution that function well and deliver the expected outputs, while other divisions 
of the same institution are not efficient. The difference between those divisions 
that function efficiently and those that do not function efficiently represents the 
contradiction. The efficiency of one division contradicts the inefficiency of another 
division. Bear in mind that in practice it is common for some divisions of an 
institution to be efficient while other divisions underperform. Satisfying certain 
interest groups and increasing efficiency in the process can cause dissatisfaction 
among other groups, which in turn leads to allegations of inefficiency.

We can explain the contradictory model in terms of the following hypothetical 
example. Suppose that it is an objective of an institution to make transport available 
to public institutions. Suppose further that the “lending division” of the institution 
has delivered all available vehicles according to previous bookings. The particular 
division can then be regarded as efficient because it has delivered the necessary 
outputs (supply of vehicles) upon the necessary inputs from the environment (the 
demand for vehicles). However, a large number of vehicles may be standing at the 
repairs division because the mechanics are not able to repair them in time. The repairs 
division may then be regarded as inefficient because it is unable to respond to the 
inputs from the environment and repair the vehicles brought to them in good time 
and to deliver such vehicles as output. However, one cannot regard the institution as 
a whole as inefficient, because some divisions do perform efficiently. Nevertheless, 
any client who cannot get a vehicle when it is required would be inclined to question 
the efficiency of the entire institution, not only the repairs division.
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This model is based on four central assumptions:

1. The activities of institutions take place in complex and complicated environments, 
with multiple and contradictory demands. Therefore it is not always possible 
to meet all the demands from the environment.

2. As indicated above, institutions sometimes have multiple and contradictory 
objectives. It is simply not possible to achieve all objectives to the optimum 
degree.

3. Institutions are also influenced by a multitude of internal and external interest 
groups who make contradictory demands. Not everyone can be satisfied.

4. Institutions have to apply and manage many contradictory schedules. Satisfying 
either short-term or long-term demands to the detriment of other demands 
can also lead to unsatisfactory performance.

The last model that we discuss is the competing values model.

3.4.6 Competing values model

Exponents of this model are of the opinion that no single assessment of the efficiency 
of an institution can produce satisfactory results. Different methods, as appropriate, 
should be used for assessing the performance of institutions with different values.

The appropriate measure for assessing the efficiency of a particular institution will 
depend on the focus of the institution (internally or externally focused) and the 
emphasis on control (rather than flexibility). The combination of an internal focus 
and emphasis on control rather than flexibility could hamper efficiency.

Institutions that are best suited to the human relations approach are inter-ally 
focused and are oriented towards flexibility. Such institutions strive to develop their 
employees to reach their optimum potential and contribute to the performance of the 
institution. Job satisfaction, high morale and cooperation are goals that are pursued 
in order to realise the objectives of employee development. Flexible institutions and 
institutions focused on their external environments match the characteristics of 
the open model of organisation described earlier. Such institutions recognise that 
they are influenced by events or circumstances in the external environment and 
attempt to remain flexible so that they can respond to this influence. The resource 
systems model supports this view.

Institutions that strive for stability and predictability in their internal actions are 
introverted and emphasise control. Lastly, institutions that are control oriented 
and externally focused pursue the objectives of management. The emphasis is on 
strategic planning and on deciding objectives, while efficiency depends on the 
extent to which they have realised their objectives. This view corresponds to the 
characteristics of the objectives model.

 3.2 

7First work through this study guide as well as study guide 1 and 2, and then answer the 
following questions. You should substantiate your answer in each case.
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1 Would you say that the institution where you work or study undoubtedly creates a 
happy and satisfying environment for its employees or students? What could you do 
personally to improve the situation?

2 How would you reduce the production costs of certain goods or services in the in-
stitution where you work or study and in so doing increase internal effectiveness?

3 Describe the influence of conflicting objectives on the institution where you work 
or study.

4 What resources does the institution where you work or study obtain from its environ-
ment? What effect do such resources have on the particular institution?

5 How have interest groups influenced the institution where you work or study? De-
scribe at least three cases.

6 Which of the divisions of the institution where you work or study would you regard 
as efficient and which as inefficient?

7 Which divisions of PALAMA (NSG) can be regarded as efficient, which as less ef-
ficient, and which as inefficient?

FEEDBACK

I would answer the questions as follows.

Regarding question 1, I find that a happy and satisfying environment is created when 
colleagues cooperate in achieving the stated objectives of the department. They strive to 
reach the target dates for the completion of work. Social relations between colleagues are 
cordial as well. As a student I always tried to maintain good relations with my lecturers. 
Personally I feel that as colleagues we should speak to one another more in order to find 
out whether there are personal problems we could help each other with, although naturally 
without infringing on each other’s privacy. In this way we could support each other in our 
private lives as well.

My answer to question 2 would be that it is not always easy to do this. One could try to 
keep telephone calls to a minimum and not to carry on unnecessarily long conversations. 
Furthermore, one could economise on stationery by refraining from carrying it off for 
private use. It is not necessary to leave the heaters switched on in winter when you are not 
in your office. As a student you should keep appointments punctually so that your lecturers 
are not kept waiting in their offices at the expense of other important work.

Question 3 relates to the ongoing conflict between the “administration” and the lecturers 
or production workers. There is usually a clash between the target dates set by the different 
groups. As a student I found that the dates on which I had to hand in assignments clashed 
with my holiday arrangements.

Question 4 has to do with open systems. The institution where I am employed obtains finance 
from the state, students and donations. Inputs are also obtained in the form of advice and 
information from students and other interested persons. The influence of these resources 
is that they enable the university to achieve its stated objectives.

As regards question 5, requests from students have led to the extension of discussion 
classes to centres that were not formerly visited. The university library has been expanded 
considerably over time in response to requests from interest groups. To improve the service 
to students, an expanded web page has been created for the university as well as the creation 
of myUnisa. (I hope you make use of myUnisa for this subject!)

It would be easy to answer question 6 incorrectly if one did not know the circumstances. 
During the registration period it would be easy to label the Department of Despatch as 
inefficient. However, if we look at the workload of each employee there, we can see that 
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they are doing excellent work. I have always regarded the Department of Finance at the 
university as an example of excellence because of the service I have had there in the past, 
including during my student years.

To answer question 7, we need to look at departmental annual reports, the reports of the 
Auditor-General and parliamentary debates. Press reports and letters to the newspapers 
can also give us an indication.

What could you add to the above answers?

3.5 Conclusion

In this study unit we have looked at organisational strategy, structure and efficiency. 
We started by defining the concepts of strategy and structure. This was followed 
by a description of organisational efficiency, which was defined with reference to 
internal efficiency and the role of objectives and resources. We also considered the 
relationships between the performance of an institution and interest groups. The 
study unit concluded with a description of two models of organisational efficiency, 
namely the contradictory model and the competing values model.

3.6 Self-evaluation

The following are self-assessment questions and should not be submitted for marking.

1. What does strategy apply to?
2. What does structure mean?
3. Write an essay on the factors that could influence organisational efficiency.

In this study unit we were introduced to organisational structure and design. We 
took note of the meaning of strategy, structure and organisational efficiency. In the 
following study unit the scope and complexity of institutions are described.
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institutions

As an additional source to the study guide, you could consult the following books. 
Read the sections indicated below, which are likely to be helpful to your work in 
this study unit:

Fox, W. 2006. Managing organisational behaviour. Cape Town: Juta.

 � subsection 1.2.2
 � section 3.3
 � subsection 3.3.1
 � section 3.4
 � section 3.5
 � subsection 4.5.3
 � subsection 9.2.1

After reading the above sections you will already have an idea of the answers to 
some of the key questions and the meaning of the key concepts mentioned in the 
overview of theme 2.

4.1 Introduction

In the previous study unit we took note of strategy, structure and organisational 
efficiency. In this study unit we investigate the scope and complexity of institutions. 
In order to understand institutions, we need to analyse their scope and complexity. 
Study guides 2 and 3 give an indication of the scope and complexity of a public 
institution, in this case PALAMA. To understand the complexity of institutions, 
we start by defining the concepts of formalisation and complexity and follow this 
with a discussion of centralisation and decentralisation, including an explanation 
of concentration and deconcentration of decisionmaking. We then describe the 
concepts of specialisation, flexibility, control and supervision.

4.2 Formalisation

We begin by exploring the meaning of formalisation. One way of coordinating the 
activities of employees who perform different tasks is to introduce formal rules, 
policies and procedures. This is known as formalisation. To bring about formalisation, 
institutions usually have comprehensive staff codes, job descriptions and other 
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written documents such as circulars to guide the behaviour of employees. The more 
an institution relies on written documents, the greater its level of formalisation.

The use of formalisation to integrate tasks in institutions entails a number of 
assumptions in respect of employees. Institutions that rely on formalisation assume 
that employees lack the information, knowledge or discretion to know what is 
necessary to coordinate diverse tasks in the institution. On the other hand, if 
management is of the opinion that employees do have such skills, formalisation 
will play a less significant role.

Spatial or geographic distribution of the activities of an institution also plays a 
role in formalisation. When all the activities of an institution take place under one 
roof, management can rely on face-to-face interaction and informal relationships to 
enforce the conduct expected of employees in order to coordinate activities. When 
activities take place in a number of towns, cities, provinces or even countries, then 
rules, policies and procedures become essential to ensure coordination.

Formalisation is nevertheless not a magic wand and cannot overcome all problems 
with coordination and integration where activities relate to uncertain objectives. 
Writing rules, policies and procedures may at first appear to be the solution to guiding 
employees in uncertain situations. These steps may appear to ensure certainty and 
predictability, but the solution is never quite so simple. The more uncertain the 
operations or the situation, the more rules, policies and procedures will be necessary 
to make provision for expected uncertainty. Moreover, management cannot make 
provision for all unforeseen events or uncertain situations. Formalisation is therefore 
not the answer to uncertainty in the work situation. Managers need to rely on other 
means of integration to overcome conditions of uncertainty.

 4.1 

8After studying the relevant sections of this study guide and study MO 002 & MO 003, you 
should be able to answer the following questions. In all instances you should be able to 
substantiate the answers.

1 Describe the degree of formalisation in the institution where you are employed or 
where you are studying.

2 Describe the degree of formalisation in PALAMA.

FEEDBACK

In reply to question 1, I would say that the institution where I work is highly formalised 
because its activities are spread over the whole country. This is necessary for simple 
administrative procedures, although delegation to some regional offices does take place in 
some cases, within the specified guidelines.

The answer to question 2 is not so obvious. The annual report creates the impression that the 
Academy is highly formalised. However, it is stated on page 66 of study guide that certain 
corporate services of the Academy were delegated. Can you give any other examples?

Next we turn our attention to the meaning of impact and complexity.
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4.3 Complexity

Complexity refers to the three aspects of the division of labour, namely the horizontal 
division of labour, the vertical (or hierarchic) division of responsibilities, and the 
spatial or geographic distribution of departments or divisions to perform the 
activities.

Formalisation and complexity are the direct result of the need to share the increased 
workload in an institution and thereby bring about greater specialisation. More on 
this later. Any institution will reach the point at some time where an individual (or 
even a number of individuals) can no longer carry the workload that is necessary 
for the particular institution to function efficiently and effectively. This means that 
more workers have to be employed, which in turn causes the particular institution 
to become more formal and structured than before. In addition, rules, policies and 
procedures need to be implemented to guide the behaviour of employees and bring 
it in line with the objectives of the institution, to bring about coordination and to 
prevent wastage and inefficiency.

The activities of individual employees also become more specialised – horizontal 
differentiation takes place. The activities also become more segmented – in other 
words similar activities are grouped together in segments that are in departments, 
divisions or groups. Administrative levels have to be introduced to coordinate 
the activities of the various employees, departments, divisions or groups and to 
control the growing number of departments, divisions or groups – that is vertical 
differentiation.

As long as the scope of an institution’s activities remains limited, the available 
employees do a little of everything – they know something about everything and 
actually everything about nothing. When the institution grows, it becomes more 
formalised and differentiated. The need for regional offices may arise – that is the 
spatial or geographic division of the institution.

The above is easily understood by referring to a practical example. An organisation 
chart of the top management of PALAMA appears on pages 14 of study guide 2. The 
workload of the Academy is firstly divided among five deputy directors-general. This 
creates specialisation in that each is responsible for the performance of specific tasks. 
Here we are referring to the horizontal differentiation of activities in the Academy. 
The deputy directors-general also form an administrative level to coordinate and 
control the activities to be undertaken to achieve their objectives – that is vertical 
differentiation.

The various chief directors head the divisions responsible for the achievement of 
the objectives.

4.4 Centralisation and decentralisation

Centralisation has two dimensions – centralisation of decision making, and 
centralisation of the activities of an institution (in practice, the latter would obviously 
only occur where there is a single head office without any branch offices).
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The activities of the public service – as a servant of society – extend across the entire 
country. The public service has to perform tasks in every corner of the country. It 
is therefore impossible for it to restrict its organisation to a particular geographic 
area. It can control the administration of its activities from a specific geographic 
area, such as the capital of the country, but certain tasks have to be performed in 
situ. Almost without exception, two types of unit are found in a field of activity:

1. a head office, usually in the capital of the area
2. branch offices distributed across the country

As soon as we encounter a situation like this, in which the subordinate branch offices 
are established away from the head office, we have decentralisation. Centralisation, 
on the other hand, is a situation where we have only a head office without any 
branch offices.

The advantage of centralisation is that it allows for the highest degree of coordination 
possible and uniformity of operations and the most efficient control possible. It 
is a useful procedure to counteract the dangers of the divergent application of 
norms or principles. Where the operations cover a wide geographic area, however, 
centralisation is not desirable, for if all activities miles from head office have to be 
performed directly by head office, it can cause delays and perhaps inflexibility in 
performance. Referring to a central point before carrying out any task can be a 
waste of time and energy. There is also a danger of unrealistic behaviour because 
the central body cannot observe the real needs within their environmental contexts 
and formulate its instructions accordingly.

The concept of “decentralisation” is closely related to the concept of “hierarchy” and 
“span of leadership”. In a sense, decentralisation is synonymous with the delegation 
of authority. It refers to the division of responsibilities in such a way that a large 
degree of discretion is entrusted to subordinate units and people. A situation where 
it is not necessary for one central person to make all the decisions will make it 
possible to avoid bottlenecks in performance. We refer to centralisation when all 
the actions in the institution first have to be approved by the person in charge of 
the institution. Conversely, decentralisation is a situation where broad powers to act 
are entrusted to individuals and units at lower hierarchical levels of the institution 
and only certain essential matters are controlled by the head office or the person 
in charge of the institution.

The advantages and disadvantages of decentralisation will be largely the opposite 
of those of centralisation. The nature of the activities, the geographic factors and 
other environmental factors will usually determine which of the two methods offers 
the greatest benefits.

The activities of an institution can be integrated by means of the process of 
decisionmaking. In this case the place in the organisational hierarchy where decisions 
are made will be important. There are two possibilities. Decisionmaking is centralised 
when top management makes the decisions. Decisionmaking is decentralised when 
it is the responsibility of decisionmakers at the lower levels of the hierarchy in an 
institution. At present, many institutions authorise their employees at the lower 
levels of the hierarchy to spend funds and modify procedures to suit local conditions. 
This process is known as “empowerment”.
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Unlike the approach in formalisation, managers in decentralised institutions assume 
that the employees at the lower levels of the hierarchy have the necessary information, 
knowledge and good judgement to solve the problems that may arise. Especially in 
institutions that are highly specialised and that function in technical environments, 
officials at the lower levels have more knowledge of the products, processes and 
problems at local level than do the top officials. Decentralisation also allows for more 
rapid decisionmaking and can reduce the workload of top officials. This makes it 
possible for an institution to respond more rapidly to changing circumstances in 
the external environment and allows for the number of top officials to be reduced. 
It is also one of the steps taken when downsizing an institution by reducing the 
number of head office staff as well as the levels of control. Decision-making powers 
are devolved to the lower levels of the institution through a process of delegation.

There are certain dangers attached to the process of decentralisation of decision-
making. Centralised decision-making is essential when a wider organisational 
perspective is required. Employees at the lower levels of highly differentiated 
institutions may not be aware of the broader objectives of the institution. They may 
focus more on the local problems of their department, resulting in tunnel vision 
which obscures the problems of the institution as a whole. In the context of forestry, 
we may well say that they cannot see the forest for the trees. In such a situation, a 
holistic approach to decision-making may be needed.

Circumstance may necessitate centralised decisionmaking because it ensures 
consistency in the actions of the institution, so that employees, activities and clients 
are all treated the same. On the other hand, it is time-consuming for all decision-
making to take place at the higher levels.

The following practical example explains the concepts of centralisation and 
decentralisation. On pages 28-38 of study guide 2 we see that the financial aspects 
of PALAMA (NSG) operate on a decentralised basis. This means, for example, that 
a particular regional office will be responsible for collecting its own revenues and 
for all expenses in the region, provided that the approved budget of revenue and 
expenditure is not exceeded.

The next topic that we study is the meaning and influence of concentration and 
deconcentration.

4.5 Concentration and deconcentration

Concentration and deconcentration refer to the point where decisions are made. 
Concentration and deconcentration are closely related to centralisation and 
decentralisation. Concentration takes place when all decisions are made at one 
point, usually by officials high up in the hierarchy. Deconcentration takes place when 
decisions are made lower down in the hierarchy. Deconcentration and concentration 
of decision-making are also closely related to delegation. An official who is not 
prepared to delegate concentrates his or her decisionmaking powers within himself 
or herself. This state of affairs can lead to delays and may deny officials lower down 
in the hierarchy the opportunity for in-service training in their specific fields.
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 4.2 

9After studying the appropriate sections of this study guide and study guides 2 and 3, you 
should be able to answer the following questions.

1 Draw up a list of the functions of PALAMA (NSG) that are centralised and those 
that are decentralised.

2 Do you think PALAMA (NSG) differs in terms of their centralised and decentralised 
functions, from example the Department of Water Affairs?

10We now turn our attention to specialisation, a concept we have already encountered.

4.6 Specialisation

Specialisation refers to functions that require certain skills, insight and perhaps 
training from officials. Specialisation with a view to performing a particular function 
can be determined on the basis of the same categories of functions used in the 
formation of departments, namely activities that affect a particular geographic 
area, activities that are of a common nature, activities that affect a particular client 
or population group, and activities for a particular service or product. This is why 
there are specialist branches, for example Executive Development and Curriculum 
and Materials Design. One may also find specialisation within a government 
department. For example, the Curriculum and Materials Design branch has divisions 
for e-learning, accreditation process and even quality assurance. Specialisation may 
also take place within the particular sections or divisions, for example in designing 
capacity building initiatives in the three post-conflict Southern African countries.

What we have studied thus far sounds so rigid and formal. Now we come to what 
are perhaps more everyday matters. Let us commence by looking at the purpose 
and meaning of flexibility.

4.7 Flexibility

Clear prescriptions in respect of what has to be done, how it should be done, who 
should do it and who should have the responsibility are a prerequisite for proper 
organisation. Regulations and prescriptions are necessary procedural codes for 
performing the various tasks. In the absence of regulations and procedural codes, 
subordinates would constantly have to refer to higher authorities for instructions 
on how to act in particular situations. Where there are clear prescriptions, it is 
possible to delegate the necessary authority and avoid overloading those in positions 
of responsibility with so many details that they cannot perform their primary task 
of providing leadership. Poor organisers and supervisors characteristically have no 
faith in their subordinates and constantly want to control everything themselves. 
Because the span of leadership makes it impossible for these individuals to deal 
with everything personally, they tie up their respective divisions with so many rules 
and prescriptions that their subordinates have no room to move. At this point the 
institution becomes so rule-bound and inflexible that it cannot adapt to even the 
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slightest deviation from the normal sequence of events or meet practical needs. 
Such a situation is characteristic of poor organisation.

One requirement of sound organisation is therefore to allow room for the organisation 
to adapt to circumstances. In view of this requirement, we find that the highest 
authority generally prescribes only the broad framework for performance and leaves 
the details to the subordinates, more or less giving them a free hand to decide how 
to act in accordance with the circumstances.

To determine accountability and responsibility, control and supervision are necessary. 
Let’s find out exactly what that means.

4.8 Control and supervision

Control and supervision in an organisational unit usually take place mainly along 
the lines of authority. These are basically the same as the lines of communication. 
Instructions run along the lines of authority from the leadership to the subordinates 
who carry out the instructions. Reporting takes place in the same way; in other 
words subordinates report to their immediate supervisors, who report to their 
immediate supervisors, up to the chief executive officer. The more closely woven 
and formalistic the organisational structure, the stricter the control. Where the 
organisational structure is less tight, control will also be less stringent. National 
government generally has a fairly rigid organisational structure, with the result that 
control is comparatively strict.

Because there can be only one central source of supreme authority in a 
particular community, and since such central authority remains accountable for 
all the actions of its executive, provision has to be made for control and supervision 
in organising the state’s activities. Supervision and control simply mean that steps 
are taken to ensure that subordinates who receive instructions or to whom authority 
has been delegated will follow such instructions or keep within their jurisdiction 
and will comply with the usual norms or principles.

Through experience, fixed techniques for control and supervision have been 
developed, and these play an important role in institutions today. The following 
are a few examples of such techniques:

Personal inspections are undertaken by the responsible central authority. Think of 
the inspectors in our own public service and departments. In a large complex of 
institutions, however, “policing” is not the only task of these units. They do have to 
ensure that actions remain within the limits imposed by the higher authority, but 
it is also their task to look out for possible organisational or other improvements in 
the institution. For this reason, our own public service and departmental inspectors 
have been trained for some years in the latest techniques, so that they will see when 
improvements can be made by changing obsolete methods.

 � Auditing by officials who have had special training in this function is a familiar 
technique of control, especially in respect of monetary and supply issues.

 � Subordinates may be required to submit accounts. For example, officials are often 
required to submit reports on progress made in a specific matter.
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 � Institutions or officials may be arranged according to a hierarchical pattern, so 
that the one is positioned above the other in a supervisory role. One example 
is the divisional head who occupies a supervisory position over all the workers 
in the division.

 � Responsible officials may be requested to give evidence or to answer questions 
before the controlling or supervisory officials.

Control and supervision should not be seen merely as a means of forcing people to 
work. Control is indeed a tool to compel subordinates to keep within the limits of 
their authority and to work according to the rules, but if control and supervision 
are applied realistically, the best results will be obtained through constructive 
leadership and guidance.

4.9 Conclusion

In this study unit we described the scope and complexity of institutions. We started 
by defining the concepts of formalisation and complexity; this was followed by a 
description of centralisation and decentralisation, including concentration and 
deconcentration of decision-making. We concluded by explaining the meanings 
of specialisation, flexibility, and control and supervision.

4.10 Self-evaluation

The following questions are intended for self-evaluation and must not be submitted 
for marking.

1. What is the role of formalisation in organisations?
2. Write an essay on complexity in organisations.
3. Describe the meanings of centralisation and decentralisation. Give practical 

examples.
4. Distinguish between centralisation, decentralisation, concentration and 

deconcentration.
5. What is the purpose of specialisation?
6. Why is flexibility essential in organisations?
7. What important part do control and supervision play in organisations?
8. Describe five forms of control and supervision that management could apply.
9. What do these concepts mean to you now? Is there any difference from the 

way you viewed them at first?

In this study unit we noted the complexity of institutions. We were introduced to 
new concepts that are not easy to understand and explain. In the following study unit 
we go further, and explore the formal aspects of organising. Some of the concepts 
that we will use may look familiar to you.
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You could consult the following books as a supplement to the study guide:

Fox, W. 2006. Managing organisational behaviour. Cape Town: Juta.

The following sections may be important to you in your work on this study unit:

 � subsection 5.9.2.4
 � subsections 5.9.3–5.9.4

Werner, A. 2010. Organisational behaviour: a contemporary South African perspective. 
Pretoria: Van Schaik.

The following section may be important to you in your work on this study unit:

 � subsection 7.4

After reading the above sections you will already have an idea of the answers to 
some of the key questions and the meaning of the key concepts mentioned in the 
overview of theme 2.

5.1 Introduction

In this study unit we examine the formal aspects of organisation, which include 
hierarchy and delegation, coordination, division of authority and communication. 
We start by defining hierarchy and delegation.

5.2 Hierarchy and delegation

You have already encountered these two concepts in defining the scope and complexity 
of institutions. As soon as work is divided among a number of workers and supervisors 
are appointed, a hierarchy comes into existence. A hierarchy in turn creates the need 
for the delegation of authority. These two concepts are described below:

5.2.1 Hierarchy

A hierarchy is a system in which different grades or classes of employees, with specific 
status or authority, are arranged at different levels in ascending order. An example 
of a hierarchy is provided on pages 15 of study guide 3. The organisation chart of 
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PALAMA shows different levels in descending order, starting with the Director-
General. Remember that you can actually add the Minister at the top.

Closely related to the hierarchic structure of an institution is the delegation of 
authority to act, which we describe below.

5.2.2 Delegation

Delegation takes place when the person in authority yields some authority to his 
or her subordinates so that they may, within limits, act independently. As we have 
seen, the authority in the public service is in fact vested in the supreme political 
authority, namely Parliament, from which all objectives of the state originate. It is a 
characteristic of a democratic state that the supreme political authority is made up 
of a relatively small number of people. As explained above, this phenomenon arises 
from the demands imposed by the span of leadership. To overcome the restriction 
in numbers, it has become customary in modern states to arrange the division of 
authority, not only between central, regional and local bodies, but also at each of these 
levels. Such division is known as delegation of authority. It amounts to the supreme 
authority yielding some of its powers to its immediate subordinates, who in turn 
follow the same procedure and delegate some of their powers to their subordinates. 
In this way, each one acquires the necessary authority at his or her level to act in his 
or her particular area. Without such powers, those at the lower levels will be able 
to act only when the supreme political authority has personally instructed them to 
act. In practice, this would be impossible, because an instruction to act can only by 
carried out if the necessary authority to act has been granted.

In practice, certain requirements have to be met for the technique of delegation to 
be applied successfully. For example, it is necessary to have

 � fixed and consistent procedures for performing functions
 � clear formal prescriptions in respect of delegation, so that each person will know 

what he or she is authorised to do and which powers he or she may delegate

Although delegation as a technique was introduced to facilitate performance, it is 
an indisputable rule that officials who delegate their powers do not pass on their 
accountability at the same time.

This implies that responsibility may be delegated, but not accountability. This rule 
is the result of our democratic form of government. As the elected representative 
of the community, the legislature is responsible to the community and as long as 
members of this authority hold office they will be accountable for everything they 
do and for everything done on their behalf. Because they cannot do everything 
themselves, they instruct their subordinates to perform certain tasks. As explained 
above, they remain accountable for ensuring that their subordinates do the work 
properly. In other words, subordinates are made responsible to them. The subordinates 
in turn give instructions and delegate the necessary authority to those below them, 
who are then made responsible for carrying out the instructions. In this way, 
responsibility runs from the bottom up, from the lowest to the highest levels.

Delegation, therefore, is the basis for all the processes of formal organisation and 
regulates the relationships between supervisors and subordinates. Such regulation is 
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clearly visible in our own state organisation, as in virtually all democratic forms of 
government. The legislature is the supreme legislative authority – all other institutions 
of authority are subject to the legislature. The legislature is not empowered by the 
Constitution to execute its own legislation; this responsibility rest solely with the 
executive (in line with the principle of the separation of powers as contained in the 
Constitution) and is therefore placed in the hands of the President and cabinet, 
hence the ministers – who, in turn, delegate their powers to the directors-general 
of departments. The directors-general in turn delegate some of their authority to 
their subordinates. In spite of this string of delegations, the legislature remains 
accountable to the citizens of the country, whom they represent. If things go wrong 
in the administration of the country, the legislature will be held accountable, and 
not the officials – although recent events in South African public life may cause this 
statement to be questioned.

www.CartoonStock.com

What do you think are appropriate functions that can be delegated?

 5.1 

11Let’s answer the following question:

1 Describe three examples of delegation in PALAMA.

FEEDBACK

I would answer the question in the following way. The Minister delegated some of his 
powers to the Director-General, who in turn delegated some of his powers to the deputy 
directors-general, who again delegated powers to the chief directors, who in turn delegated 
powers to their subordinates. Note, however, that legislation must make provision for the 

http://www.CartoonStock.com
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delegation of the functions and that delegation must take place in writing. Do you agree? 
How would you have answered the question?

Next we take note of the meaning and purpose of coordination and the division of authority.

5.3 Coordination

Coordination is the achievement of consistent and harmonious behaviour by people 
who work together to realise a common objective. As such, coordination plays a 
major role in the process of organisation and is one of the primary requirements for 
efficient organisation. The needs of modern society cannot be met by one science 
or one specialised group. We have already pointed out that the diversity of needs in 
modern society has necessitated specialisation by means of the division of labour. As 
a result, many different teams and units were established in the government’s field 
of operations, each responsible for a specific aspect of the government’s functions. 
Each of these different teams and units performs a particular task. For example, 
there is a variety of departments within the executive. One deals with health services, 
another with welfare services, and yet another is responsible for education. At first 
glance, each has its own particular task to perform. And yet they all work together 
to realise a common goal – the wellbeing of society. The best educational institution 
or the best health care institution cannot achieve this global objective on its own. 
Each department has to supplement the other.

Executing a programme – in our example a programme that is to achieve wellbeing 
for society – is therefore both a process of fragmentation and a process of unification. 
The former consists of dividing the overall programme into manageable parts and 
charging organisational units or divisions with responsibility for each part. But 
division leads to anarchy. Division has to be followed by unification. This second 
phase is known as coordination: the integration of the various parts into an orderly 
unit or whole in order to perform the global task. Good organisation demands a 
proper balance between division and unity. It should encourage specialisation and at 
the same time bring about integration. In organising a large institution, the concept 
of unity should never be neglected. Although the executive consists of a variety of 
institutions, some of which may appear unrelated, one should always remember that 
all these institutions have been established to serve one and the same society, and that 
they are all merely cogs in the wheel that is intended to realise one overall common 
goal: the wellbeing of society. We can compare the efforts of each cog in the wheel 
with small streams that flow into one another to form a mighty river. Although 
the various sections or departments may be moving in different directions, special 
techniques must be applied to merge these directions so that ultimately the goals 
of the greater organisation are reached.

We have mentioned most of these techniques in the previous sections, including 
the division of labour, definition of power, delegation of authority, control and 
supervision, division of officials into units, decentralisation, centralisation, and so 
forth. The executive should above all see its task as one to be pursued for and on 
behalf of society. Officials, individually and as members of the executive, have no 
personal objectives. Each official has to adopt the objectives of the legislature as a 
guideline for his or her actions.
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5.4 Division of authority

For the purposes of analysis, we describe the division of authority under the following 
headings: the creation of authority, the preservation of the unity of authority, and 
the span of leadership.

5.4.1 Creation of authority

Organisation becomes relevant as soon as two or more people work together to 
realise a particular objective. As soon as an institution is established which consists 
of more than one part or person, it becomes essential to vest the power to control 
such institution in a particular person or body. In other words, the necessary 
powers have to be vested in a particular person or unit to issue instructions and 
take responsibility, and thereby ensure that the units under its control will comply 
with certain norms and follow particular methods of action, so that they can work 
together as a team.

We usually refer to this type of power as “authority”. The outcome of this arrangement 
is that the people employed in the institution are arranged in a hierarchic structure 
or pattern. The people or units on the different steps of the hierarchy will have a 
degree of authority that will enable them to lead their subordinates or units and to 
issue instructions on how activities should be carried out.

In a large complex of institutions such as the public service, such an arrangement 
is essential. The legislature is the supreme legislative authority, but because it is a 
relatively small body and cannot control the entire field of operations on its own, its 
powers are shared with other institutions such as provincial and local government. 
This division of authority takes place at each level or sphere, so that a unit on the 
lower level is always responsible to the unit on the level immediately above. (Refer 
to the discussion on delegation in this regard.)

5.4.2 Preserving the unity of authority

It is a recognised requirement of organisation that the unity of authority be preserved 
in the overall organisation of the institution. In other words, subordinates should 
not be responsible to more than one person in a position of authority in respect of 
a particular matter. Unless unity of authority is preserved, subordinates will find 
themselves in a position where they have to serve two or more masters, who are 
likely to issue contradictory instructions, so that the person who has to carry out the 
instructions will not know which one to carry out. The rule of the unity of authority 
is the foundation upon which military organisations are built, and it is accepted 
as a requirement by both public and private institutions. The absence of a unity of 
authority will cause disruption, irresponsibility, confusion and uncertainty. In any 
institution, one will always find that one person is appointed to exercise authority 
over a particular group of sub-ordinates.

Note, however, that this arrangement is not always possible. In intricate organisations 
involving technical as well as administrative functions, it is often necessary to have 
two sources of authority, namely a source that will control the technical side of the 
particular operation and a source for the administrative side. Such an arrangement 
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is necessary because one administrator or technician will rarely have the necessary 
expertise in both fields. Such a division of authority in respect of a particular activity 
would not necessarily be detrimental. The two fields run parallel and as long as 
those in authority in the two fields formulate their instructions with due regard 
for the requirements of the other field, clashes can be prevented. Ongoing mutual 
consultation is essential in such situations.

5.4.3 Span of leadership

Although the unit of authority is a fundamental requirement in organisation, it is 
an equally fundamental requirement that one person should not be overloaded to 
such an extent that the requirements of organisation are undermined. It is necessary 
to consider the mental and physical abilities of each person. Just as a person’s hand 
can span only a certain number of piano keys, one person can exercise control 
over only a limited number of subordinates at one time or a limited number of 
activities at a time. Because people have different abilities, one cannot say with 
certainty that someone can control only a particular number of sub-ordinates. 
The number of sub-ordinates entrusted to each supervisor will depend on the one 
hand on the supervisor’s ability and on the other hand on the nature of the work. 
Where the work is of a routine nature, for example, the supervisor will be able to 
control a larger number of workers because they will not demand as much individual 
attention as when the work is complicated and the supervisor is required to pay 
attention to each worker individually. The span of leadership will therefore vary 
from one situation to the next, depending on the nature of the work and the skills 
and abilities of those involved.

One lesson that administrators have learnt concerning the span of leadership is that 
the closer one moves to the apex of the hierarchy, the smaller the span of leadership 
should be. In other words, the more complicated the nature of the work and the 
greater the responsibility, the smaller the number of immediate subordinates should 
be. The lower down one moves in the hierarchy, the wider the span may be because 
the work is not as complicated and the responsibility not as great. This is because 
work at the lower levels is more specific. At these lower levels, workers concentrate 
on a specific task and not on the broader requirements of the institution as a whole. 
This principle forms the basis of the generally accepted policy in any public service 
of having only a small number of large departments. It is also the reason why large 
departments whose operations cover large areas are generally divided so that each 
region is headed by an official who reports to the chief executive officer of the 
department.

As a direct consequence of the restrictions imposed by the span of leadership, the 
number of departments is restricted and departments are organised into regions. 
This is done to limit the number of people who report to the head of the institution; 
otherwise he or she would have to divide his or her attention among too many people. 
For example, a state president would be better able to coordinate the activities of the 
cabinet if he or she had, say, 15 ministers reporting to him or her than if there were 
reporting. Similarly, the head of a department would be better able to control the 
activities of the particular department if he or she had to deal only with a limited 
number of regional heads, rather than being personally responsible for the hundreds 
of employees in the department.
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In view of the requirements of the span of leadership, particular state departments 
are charged with the activities of the state. Each department has a head and a series 
of divisions, with a divisional head in charge of each. It would not make sense, 
however, to establish all these divisions, each with its own head, if that head does 
not have the necessary authority to act in the particular field.

5.5 Communication

Communication takes place when people exchange or convey ideas. Such exchange of 
ideas can take place in various ways, for example verbally, visually, through actions 
and even facial expression and gestures. In an organisational unit, communication 
is used to obtain information and to give instructions. Communication usually 
follows specific channels, which is why we refer to channels of communication. The 
channels of communication may run horizontally, in other words between officials 
on the same level, as well as vertically, in other words from top to bottom in the 
hierarchy and vice versa. Communication channels are important because they 
are used by top management to disseminate information and announce policies to 
those who have to implement them.

The establishment and maintenance of effective and efficient communication networks 
are of primary importance in the process of organisation.

 5.2 

12After working through this study unit and study guides 2 and 3, you should be able to 
answer the following questions:

1 Describe how the functions of PALAMA (NSG) are coordinated.
2 Describe the creation of authority, the preservation of the unity of authority and the 

span of leadership in PALAMA (NSG).
3 Can the lines of communication in PALAMA (NSG) be deduced from the figure on 

page 8 and the description on page 15 of study guide 3?

FEEDBACK

I would answer these questions as follows.

Question 1 refers to the hierarchic structure and the division of functions and authority 
among the various officials. This ensures that the various functions and activities of the 
Academy will receive attention.

The answer to question 2 can also be deduced from the hierarchic structure of the Academy. 
The lines of authority flow from the minister to the chief directorates. Unity of authority is 
ensured by having each directorate report to one person only. Was this your interpretation 
as well?

The lines of communication within the department follow the lines of authority as reflected 
in the hierarchic representation of the Academy.

Were you able to answer these questions easily?
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5.6 Conclusion

In this study unit, we examined the formal factors that are necessary for institutions 
to function efficiently. We started by explaining the meanings of the concepts 
of hierarchy and delegation. We also emphasised the need to coordinate the 
activities of institutions. We then looked at the division of powers by referring to 
the creation of authority, the preservation of the unity of authority and the span of 
leadership. However, these factors will not achieve much if no provision is made 
for communication in institutions, and we therefore looked at this as well.

5.7 Self-evaluation

The following questions are for self-evaluation and must not be submitted for 
marking.

1. Write an essay on hierarchy and delegation, clearly showing the meanings and 
applications of the two concepts in practice.

2. What role does coordination play in government institutions? Give practical 
examples to explain your answer.

3. Write an essay on the division of powers by referring to the following:

 – the creation of authority
 – preservation of the unity of authority
 – span of leadership

4. Why is communication in institutions essential and which forms 
of communication do we find in practice?

This completes our study of the formal aspects of organising. Next we examine the 
meaning of technology and the forms technology takes in organisations.
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You could consult the following book as a supplement to the study guide:

Fox, W. 2006. Managing organisational behaviour. Cape Town: Juta.

The following section may be important to you in your work on this study unit:

 � subsection 10.3.3.1

6.1 Introduction

In the previous study unit we looked at the formal issues of organisation. We 
considered issues like hierarchy, delegation, coordination, distribution of authority, 
and communication. How much do you now know about these aspects of organisation? 
If you are uncertain, go back and revise what we covered.

In this study unit we discuss the influence of technology on organisations. We start 
by defining the concept of technology, and then we examine the levels of technology 
by looking at technology at organisational level, then at departmental or work unit 
technology and lastly at the interdependent relationships between departments or 
work units.

Like objectives, the environment and the size of institutions, technology has a real 
effect on organisations. Organisations constantly look for means and methods of 
improving performance. As far back as 1776, the economist Adam Smith wrote 
that pins may be manufactured more efficiently through the division of labour 
(specialisation) and the use of better equipment. The scientific management school has 
always argued in favour of improving efficiency in institutions through specialisation 
and the better use of equipment and workers. The message is the same in both cases: 
the emphasis is on technology and the relationship between technology and the 
structure (organisation) of institutions. In this discussion we look at the influence 
of technology on organisations and their performance.

We begin by examining the definition of what technology is. We will soon discover 
that it is not what we always believed.

6.2 Definition of the concept of technology

All organisations utilise technology – that is how activities or tasks are carried out. 
The use of the word technology in the theory of organisation should not be confused 
with its ordinary meaning, although there are some similarities. In this instance, 
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technology relates to the way in which an organisation performs its task of delivering 
goods and services and the way in which management is able to control technology.

What does technology mean? There are a number of definitions, depending on 
the approach followed by the various researchers. Some researchers have looked 
at the organisation as a whole (organisational or core technology) when defining 
the concept in their research, while others looked at particular departments or 
work units in a particular organisation. A third group of researchers centred their 
research on the relationships between individuals, groups or departments within 
an organisation. Another group of researchers considered it important to look at 
the raw materials used in performing the various operations necessary to process 
inputs or raw materials into outputs. Then there are some researchers who emphasise 
the knowledge or information necessary to perform a task as an indication of what 
technology is. From these diverse views of and approaches to technology, we need 
to formulate a definition that will allow for meaningful discussion.

In the context of organisational theory, the word technology is used to refer to the 
work carried out in an institution. Technology therefore refers to the knowledge, 
tools, equipment, skills and raw materials used to perform tasks in institutions, as 
well as to the nature of the outputs of institutions. Technology refers to the way 
in which employees in an institution have to carry out their activities to produce 
goods and services and make them available in the marketplace. Each institution, 
regardless of its nature, is dependent on technology for its operations.

If we analyse the definition, we see that it refers to the way in which an organisation 
utilises resources to deliver goods and services – that is the processing or conversion 
part of the systems model. However, technology is far more than this. Technology 
also refers to the way in which goods and services are delivered to the consumers, 
together with ancillary activities. In studying technology, one should not look only 
at production processes, but also at the methods and the equipment being used.

What is the relationship between technology and structures? Those groups that 
find technology indispensable in performing their tasks argue that technology is 
the driving force behind any structure. This means that the technology used in 
an institution will determine the most appropriate structure for an institution. 
For example, compare the structure outlined on page 15 of study guide 3 with 
that of a university that has been organised along subject lines into particular 
departments with a number of departments to a faculty. Both institutions have been 
organised to deliver goods and services to their clients, although their organisational 
structures differ. Using technology as the starting point in organising institutions 
usually produces better coordination, work procedures and methods, virtually 
eliminating uncertainty, and equipment forms the basis for internal relationships 
and policy. Structures are therefore essential for reducing uncertainty, serving as 
aid in gathering information and coordinating the activities of individuals, groups, 
units or departments. It is therefore structures that give direction to the activities 
of the workers.

 6.1 

13Let’s answer the following question after working through this study guide and study 
guides 2 and 3.
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1. Describe the technology required in PALAMA (NSG) that will enable them to provide 
the mandated requirements.

2. I would answer that question as follows. In this case the technology includes all the 
workers at the various levels and the raw material such as the learning materials, partners 
and equipment required to enable them to do their work. What would you like to add?

3. We now turn our attention to the levels of technology.

6.3 Levels of technology

It is clear from the above discussion that there are many views on what technology 
is. It is also clear that in order to describe the relationship between technology and 
structure, we need to look at the levels of technology. For purposes of analysis, we 
look at technology at organisational level in relation to the institution as a whole 
(organisational or core technology), at technology in departments or work units, 
and we also consider the interdependent relationships of departments or work units.

6.3.1 Technology at organisational level

In the 1950s, Joan Woodward conducted the first systematic research into the 
relationship between technology and organisations. The research was initially 
undertaken to investigate organisational and administrative matters. She failed to 
find the ideal form of organisation for all institutions, but she did find significant 
differences in organisational composition, such as the differences between direct 
and indirect labour, the number of levels and the span of control. It was not until 
the research paid attention to technology that the relationship between technology 
and structure was discovered. This gave rise to three theories for the classification 
of technology at organisational level, namely the unit or small quantities production 
line, the mass or large quantities production line, and the continuous production 
line. All organisations can be classified under one of these three. This gave rise to 
the contingency relationship between technology and structures. Let’s find out what 
the differences are between these three categories.

The unit or small quantities production line consists of technology in organisations 
where only a few or single units are manufactured at a time. It provides for the needs 
of individual clients, for example where a seamstress sews a suit of clothing for 
one client. Another example is provided by aircraft engine manufacturing, where 
only a small quantity of a particular model is manufactured at a time. In this case, 
the emphasis is on a very limited market for particular goods or services. Such 
an organisational structure is characterised by a narrow span of control, highly 
trained workers, a low degree of formalisation, a low degree of specialisation and 
decentralised decisionmaking. Further research and practical studies have given rise 
to the further division of this production line into the traditional small quantities 
production line where the work content is uncomplicated, such as the work done 
by tailors and seamstresses, and the technical small quantities production line, 
which is more complicated and requires a well-trained corps of workers, such as 
the production lines for manufacturing jet engines.
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The mass or large quantities production line consists of technology in organisations 
where many units of the same product are manufactured over a prolonged period 
of time. These are usually capital-intensive organisations which are also labour 
intensive. Mass manufacturing of clothing is one example. Such organisations are 
mechanically bureaucratic with a large span of control and workers who are not 
highly skilled. There is also a high degree of formalisation and specialisation with 
central decision-making in such organisations.

The continuous production line consists of technology in organisations that are 
highly mechanised and standardised. The inputs are uniform. Strikes on such 
production lines are costly. Examples of such organisations are power stations 
that generate electricity. These organisations are characterised by a narrow span of 
control, a highly trained and professional work force, a low degree of formalisation, 
and decentralised decisionmaking.

It is clear from the above explanation why certain groups argue that the type of 
technology used in an institution determines the structure of the institution or 
leads to a particular kind of organisation.

When analysing technology, the production lines described above are related mainly 
to inputs and outputs in a production environment such as the manufacture of 
goods. So how do the production lines relate to service institutions? These days, 
service institutions such as restaurants, commercial banks and shops in the private 
sector represent a considerable portion of the organisational environment. With 
the exception of parastatal institutions, public institutions are focused mainly on 
delivering a service and not on manufacturing goods as such. In the next section 
we describe the concept of service delivery and look at the differences between the 
technology of service institutions and the technology of the manufacturing sector.

Service delivery may be regarded as the nontangible delivery of a value to a client, 
where such value usually does not have a physical form. Examples of service delivery 
in the public sector are education, medical and legal services. There is a continuum or 
range of technology, from the pure service institutions that deliver no tangible output, 
such as education, to pure technology in the manufacturing industries. In-between 
we find all those organisations that both deliver services and manufacture goods.

From the above explanations we can list the following differences between service 
technology and manufacturing technology:

 � Tangibility. This relates to the concrete or abstract nature of the production 
outputs. As we move from pure manufacturing technology to pure service 
technology, the degree of intangibility increases until the point is reached where 
there are no tangible or concrete outputs in the case of pure service technology. 
Client satisfaction is then the only measure.

 � Standardisation. Procedures in service delivery are not as standardised as in the 
manufacturing industry. Instead, they are aimed at the needs of individual clients.

 � Client participation. Service delivery entails direct participation by the client in 
the process of production, which is not necessarily the case in the manufacturing 
industries.

 � Timing. Service delivery requires simultaneous production and consumption. 
Both the producer and the consumer have to be present for production to take 
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place. In contrast with production technology, the result of service delivery 
cannot be stockpiled for later use.

 � Labour intensity. Technology in service delivery is more labour intensive than 
in manufacturing technology. Service delivery requires direct interaction with 
clients, whereas manufacturing technology is more capital intensive. An example 
from the manufacturing industry illustrates this statement. Manufacturing a 
motor vehicle requires a combination of labour and machinery. Compare this 
with the labour intensity required to service the vehicle, in which case service 
delivery relies largely on manual labour.

Thus far, we have looked at technology in the organisation as a whole. We now turn 
our attention to technology in departments or the work units of organisations.

6.3.2 Departmental or work unit technology

Different operations take place in the various departments or production units of an 
organisation. We can see this from the activities of the respective deputy directors-
general and chief directors as shown in study guides 2 and 3. It stands to reason that 
the technology used will also differ. The departmental or work unit perspective of 
technology studies these differences.

Technology is described from two perspectives, namely exceptions or variety, which 
includes operational variety, and ease of analysis. Exceptions refer to the number 
of exceptions that need to be made to standard procedures or changes in the input 
of raw materials during operations. Operations that are characterised by a large 
number of different and unrelated tasks or different types of raw materials have a 
high variety of technology. In contrast, operations that adhere closely to standard 
procedures, entail uniform tasks and use limited types of raw materials may be 
regarded as operations with a low variety of technology.

Secondly, there is the question of ease of analysis. One of the measures is the difficulty 
or ease with which information may be found to solve problems or complete activities. 
Operations that are performed where information is readily available are regarded 
as easy to analyse. In contrast, operations that are carried out where information 
is not available or hard to come by are regarded as difficult to analyse. In the latter 
case, there is a large degree of uncertainty and complexity in the operations. There 
is a need for people who can solve problems, for sound judgement and experience, 
rather than for programmed solutions.

6.3.3 Interdependence between departments or operational units

In this section we look at the interdependence of and coordination between 
departments and units of operation as a consequence of technology. Two questions 
may be asked. Firstly, how dependent is one department or unit of operation 
on another for performance of its activities, and secondly how is the necessary 
coordination between departments and operational units achieved?

The literature describes three types of technology that create three levels of 
interdependent relationships. The three forms of technology and the resultant 
interdependence also point to different methods of coordination. Let’s take a closer 
look at these three.
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6.3.3.1 Supplementary or intermediate technology

This technology unites individuals, departments and even organisations 
with complementary or supplementary needs. Study guide 3 shows that the respective 
divisions and sections of PALAMA are dependent on one another to realise their 
respective objectives and the objectives of the Academy as a whole. We can refer to 
this as pooled interdependence.

6.3.3.2 Linked technology

The most familiar example of this type of technology is the production line in 
a manufacturing process. Activities in the institution follow in sequence. This 
means that the previous activity has to be completed before the next one can be 
started, similar to the links in a chain. A department has to receive its inputs from 
the department that precedes it in the production line before it can commence its 
own activities. Moreover, each department or unit of operation has to schedule 
the availability of its outputs very carefully to avoid creating a “broken link in the 
chain”. We can refer to this as linked or sequential interdependence between the 
departments of an organisation.

Linked technology and sequential interdependence may be coordinated by positioning 
the individuals, departments or units in close proximity to one another, by making 
provision for communication and feedback between the various parties, and by 
drawing up work schedules and plans.

6.3.3.3 Intensive technology

This form of technology is closely related to the preceding technology, and yet there 
are essential differences. In linked technology, the one activity has to be completed 
before the next activity can be started, which is not the case with intensive technology.

In intensive technology, the outputs of one individual, operational unit or department 
become the inputs for another individual, operational unit or department. A variety 
of skills, techniques and methods are combined for a certain period of time in order 
to realise a specific objective. As the name indicates, the intensive care unit of a 
hospital is an example of this form of technology. The work of a medical practitioner 
in such a unit creates the inputs for the X-ray technicians and radiologists. Their 
reports and outputs form the inputs that allow the medical practitioner to go ahead 
with the treatment of the patient. In this way, the process can continue until the 
patient recovers. We can call this mutual dependence. Coordination can be achieved 
in the same way.

In order to analyse organisational structure and design in a meaningful way, one 
should also take the environment into account. We discuss this in theme 5.

 6.2 

14Answer the following questions after working through this study unit and study guides 
2 and 3.
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1. Describe the way the objectives of the various sections of PALAMA (NSG) complement 
one another to achieve their respective objectives and the objectives of the Academy 
as a whole.

2. Can you determine where technology is used at PALAMA?

FEEDBACK

In reply to question 1, I should like to point to a few examples. The functional workers are 
unable to achieve their objectives without the contribution of the administrative workers. 
Before training can take place, programmes must be developed and before programmes 
can be developed a needs analysis has to be done to determine for example what skills and 
capacities must be developed through the training programmes.

In reply to question 2, you would have noticed that Corporate Services are responsible for 
functions relating to information technology. PALAMA (NSG) also makes use of e-learning.

How did you do? Do you agree?

6.4 Conclusion

In this study unit we discussed the relationship between technology and organisations. 
We started by defining the concept of technology. Then we investigated the levels 
of technology by referring to technology at organisational level in respect of the 
organisation as a whole. We also looked at the differences between service technology 
and manufacturing technology. This was followed by a discussion of departmental 
or operational unit technology in an organisation. The study unit concluded with 
a description of interdependent relationships between departments or units of 
operation within an organisation.

6.5 Self-evaluation

The following questions are intended for self-evaluation and should not be submitted 
for marking.

1. What does the concept of technology mean?
2. Describe the levels of technology by referring to the following:

 – technology at organisational level
 – departmental or operational unit technology
 – interdependence between departments or units of operation

In the following theme we investigate the dynamics of organisations. We begin by 
describing power and authority in organisations, and then examine perspectives 
on power in organisations and the role of communication in organisations. We 
conclude the theme with a study of the role of groups in organisations.
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3Dynamics in/of organisations

OVERVIEW

In the previous theme we looked at organisational structure and design. We studied 
things like strategy, structure and organisational efficiency, scope and complexity 
of institutions, formal features of organising, and technology and organisations. In 
this theme we continue our study of organisations and organising by examining the 
dynamics in/of organisations. We will study power and authority in organisations, 
perspectives on power in organisations, the role of communication in organisations 
and the role of groups in organisations.

KEY QUESTIONS

Let’s consider what shared knowledge we have on the dynamics in/of organisations. 
I think the following questions are important:

 � How do power and authority manifest in organisations?
 � What are the perspectives of power?
 � What is the role of communication in organisations?
 � What role do groups play in organisations?

KEY CONCEPTS

In order to understand the dynamics within and of organisations, I think we need 
to understand the following concepts:

 � power and authority
 � perspectives of power
 � communication
 � groups
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77Power and authority in 
organisations

In recent political changes, President Jacob Zuma changed his cabinet by dismissing/
redeploying certain ministers. Was he using his power here or merely exercising 
his authority?

You could consult the following books as a supplement to the study guide:

Fox, W. 2006. Managing organisational behaviour. Cape Town: Juta.

The following sections may be important to you in your work on this study unit:

 � subsection 5.8.4.3
 � subsection 5.9.2.4

Werner, A. 2010. Organisational behaviour: a contemporary South African perspective. 
Pretoria: Van Schaik.

The following chapter may be important to you in your work on this study unit:

 � chapter 8

SPECIFIC OUTCOME 3

You are able to demonstrate a well-rounded and systematic knowledge of the 
dynamics present in organisations and show a coherent and critical understanding 
of the importance of communication, power and groups in organisations.

7.1 Introduction

We begin the study unit by defining the concept of authority, and follow this with a 
description of the nature of authority in organisations. We then define the concept 
of power and discuss the nature of power and its influence in organisations.

7.2 The concept of authority defined

We begin by examining the concept of authority. The word authority is usually 
related to a parent admonishing a child for bad behaviour or a sergeant commanding 
a platoon of soldiers. One person instructs or commands another in an attempt to 
bring about the desired behaviour or action by the other person or group of people.



68

What does this tell us? Firstly, that the superior (the instructor) makes a decision or 
exercises a choice, which means that he or she has the right to do so. The instructor 
therefore has to be empowered and authorised by the particular organisation 
employing the two parties to act on behalf of the organisation.

To guide the actions of subordinates, a superior needs to have two additional rights, 
namely the right to make decisions and the right to issue appropriate instructions 
to subordinates. Authority is therefore fundamental to each organisation, since the 
nature of management responsibility centres on decision-making and the influence 
that management can exert. In other words, rights form the nucleus of authority. 
Such rights are determined by responsibilities. Conversely, responsibilities should 
determine the nature of the rights (authority), and rights and responsibilities should 
be equal and balanced. The fundamental role and responsibility of management in the 
private sector is to protect the interests of the owners of the company. In the public 
sector, it is to promote the interests of the inhabitants of the country. Management 
responsibility is the source of management’s authority to control the organisation. In 
other words, management assumes the responsibility to utilise the raw materials of 
the organisation, such as funds and employees, efficiently and, moreover, to guide the 
employees in pursuit of the objectives of the particular organisation. It nevertheless 
remains problematic to determine how much and what type of authority should 
be vested in managers to enable them to carry out their responsibilities efficiently. 
Should the organisation fail to grant its top officials the authority to make decisions, 
they will not be able to carry out their management responsibilities properly. This 
could mean the downfall of the organisation as a result of constant arguments over 
the direction in which the organisation should move.

Two issues emerge from the above discussion. Firstly, authority is a right determined 
by responsibilities. Secondly, authority is related to the formal organisation which 
has been formally sanctioned or approved by the community. This is one of the 
main differences between authority and power. Power is not dependent on the 
formal organisation.

Let’s examine the definition of authority. Authority is the rational, formal right to 
make decisions in order to influence behaviour so that decisions may be carried out 
within the relationships created by a formal organisation. This definition implies the 
following. Firstly, before authority can be granted to a person, a formal organisation 
has to exist. Secondly, the organisational relationships between management and 
the subordinates should be officially recognised. Any attempt to exert influence 
that falls outside the recognised formal parameters has to do with the exercise of 
power. The question that suggests itself is “How is authority used in organisations?”

7.3 Principles of using authority

Authority may be regarded as the most important influence in a rational and 
formal organisation. The source of such authority is the official recognition of the 
organisation by the public at large. Rationally, authority is the main component 
for guiding the organisation and its various divisions and departments towards its 
stated objectives. Also important are the authority of management and staff, the 
authority granted in specific situations, and operational authority.

DYNAMICS IN/OF ORGANISATIONS



PUB3704/1 69

Power and authority in organisations

7.3.1 Authority of management

The managers of formal organisations are the ones responsible for procuring, 
distributing and controlling raw materials essential to the realisation of objectives. 
This means that managers must have the right to make and enforce decisions. This 
right is known as authority and is something that all managers have. Authority 
includes the right to choose between alternatives and to enforce such choices.

Authority is accorded rationally to a manager on the basis of his or her position in 
the hierarchy and accountability in the organisation. Consequently, as the manager 
moves higher up in the hierarchy, more authority will be accorded to him or her. 
The responsibility of any manager should be the deciding factor in determining how 
much and what type of authority he or she should be accorded. The balance between 
responsibility and authority supports the principle of parity between authority 
and responsibility. According to this principle it is desirable to maintain a balance 
between authority and responsibility in order to avoid a situation where managers 
are given responsibility but no authority to exercise such responsibility effectively.

7.3.2 Authority of the personnel

Just as management has authority, members of staff also have a certain amount 
of authority. Every day, members of staff of an organisation make suggestions to 
management for solving problems, for changing procedures or for other improvements 
in the work situation. It is possible for any person attached to an organisation to 
have the right to make suggestions to management, to give advice or to attempt to 
influence management in favour of suggestions made. Expert performance is the basis 
of popular management techniques such as quality control, employee empowerment 
and decentralisation of organisations. It is assumed that the individual will know 
best how to perform his or her tasks.

Sometimes personnel may not wish to use the authority they have. On other occasions, 
personnel may be discouraged by their supervisors from using their authority. It 
may be that the supervisor feels threatened. Either way, whether the employees use 
their authority or not, each employee in the organisation has such authority.

7.3.3 Authority granted in specific situations

Authority granted in specific situations falls somewhere between the authority 
of management and that of personnel. Such authority is usually delegated by 
management to an expert member of staff. The actions of the expert are, however, 
confined to the field of operations in respect of which the authority has been granted.

7.3.4 Operational authority

All employees of an organisation have the authority to make certain decisions, such 
as how, in what sequence and with which tools to perform their tasks. All employees 
have the right to work without excessive supervision. These rights are collectively 
known as operational authority.
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Authority in an organisation provides the formal, official and rational basis for the 
division of power in the organisation. The problem with this view of authority in 
many organisations, especially those that are decentralised and where employees 
at the lower levels have been empowered, is that the hierarchical lines of authority 
become blurred. This is especially applicable where divisions have been decentralised. 
The various divisions may follow conflicting strategies and may even compete with 
one another for scarce resources.

Power and authority are not the same. Authority is only one of the sources of power. 
In the preceding two sections we looked at a description of the concept of authority 
and the basis on which authority is exercised. We now turn our attention to power 
and the important differences between authority and power.

7.4 The concept of “power”

Power may be derived from sources that are not related to formal authority, and this 
contributes to the internal politics of organisations. To fully understand power, we 
first look at a definition of the concept and then consider the differences between 
authority and power.

7.4.1 A definition of power

Power is the potential or actual ability to impose one’s will upon others. It is also 
the ability of one person to influence the behaviour of another person. This ability 
may be found at individual and organisational level and includes elements such as 
knowledge, authority, information, personality and control over resources. Power is 
therefore a far more comprehensive concept than authority and includes authority. 
The above definition of power clearly shows that authority is power that is formally 
sanctioned or recognised by an organisation. On the other hand, power can exist 
inside or outside the boundaries of organisational or formal relations.

7.5 The differences between authority and power

You have already seen that power includes authority. The following description serves 
as a practical example of the difference between authority and power.

Suppose a supervisor instructs her subordinates to carry out activities related to 
their normal duties. Both the supervisor and her subordinates would regard such 
instructions as legitimate or official. In this case, one could say that the supervisor 
has used the authority attached to the position that she holds. Such authority is 
derived from her appointment as manager and has been delegated to her by her 
superiors to enable her to pursue certain organisational objectives.

Now suppose the same supervisor requests a subordinate to perform a personal 
task for her. Such a request would not only fall well outside the subordinate’s job 
description, but also outside the official relationship between the supervisor and the 
subordinate. The instruction therefore falls outside the authority of the supervisor. 
If the subordinate does carry out the request, the supervisor’s attempt at influencing 
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him will have succeeded and one can say that the supervisor has power over the 
sub-ordinate.

In the above case, we can refer to a relationship of dependence between the supervisor 
and the sub-ordinate. This relationship is not based on any formal work relationships. 
The sub-ordinate may feel obliged to carry out the supervisor’s request because he 
may be dependent on the supervisor for a variety of rewards. In formal relationships, 
as described above, there is often a transferable effect to informal relations between 
supervisor and subordinate. Such a situation may become problematic should the 
supervisor’s request border on sexual harassment or if the supervisor makes demands 
that would contravene ethical codes.

The extent to which power can be exercised may be regarded as the result of the 
relationship of dependence between the two parties. If person B is dependent 
on person A for knowledge and other resources, then A is in a position to exert 
influence or use power over B. The more dependent B is on A, the more power A 
will have over B.

The next aspect of power in organisations is not always clear. It is usually assumed 
that power will increase as a person moves into higher positions in the hierarchy. 
This is not always the case. As your knowledge of power in organisations and the 
mutual dependence of parties increases, you will realise that power, unlike authority, 
may be independent of the position or level of the person in the hierarchy. This 
has given rise to two perspectives on power in organisation, namely the individual 
basis for using power in organisations, and the way in which individuals, groups or 
departments obtain power through relationships of dependence. This is discussed 
in the next study unit.

 7.1 

15After working through the relevant sections in this study unit and in study guides 2 and 3, 
you should be able to answer the next question:

 – Describe the levels of authority and the lines of authority in PALAMA.

FEEDBACK

I would answer the question as follows. According to the illustration on page 15 of study 
guide 3, the lines of authority run vertically from the minister, through the director-general, 
the deputy directors-general and the chief directors.

 – Can you identify any other lines of authority?

7.6 Conclusion

What have we discovered as we worked through this study unit? In this study unit 
we looked at power and authority in organisations as part of studying the dynamics 
in and of organisations. We described the concept of authority and examined the 
principles of using authority by referring to the authority of management and that 
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of personnel. We then discussed authority accorded in specific situations as well as 
operational authority.

We described and defined the concept of power and noted the differences between 
authority and power. Authority is in fact power that has been formally sanctioned 
or recognised by an organisation. In contrast, power may exist inside or outside the 
boundaries of organisational relationships.

7.7 Self-evaluation

The questions below are intended as self-evaluation and must not be submitted for 
marking.

1. What does authority mean in the context of organisations?
2. What are the principles for using authority in organisations?
3. Define the concept of power.
4. What are the differences between authority and power as they manifest in 

organisations? Give practical examples to illustrate your answer.

In the following study unit we look at the perspectives on power in organisations.
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8.1 Introduction

In the previous study unit we studied power and authority in organisations. Firstly 
we looked at a description of the concept of authority and the bases on which 
authority is exercised. Next we looked at a definition of power and the difference 
between authority and power. We shall now continue our study of the dynamics in/
of organisations by noting the perspectives on power in organisations.

This study unit examines the individual basis for using power in organisations and 
the way in which individuals, groups or departments gain power in organisations 
through the relationships of dependency that exist between groups. We look at the 
means of gaining rational or legitimate power as well as the power to grant or refuse 
benefits or rewards. This is followed by a description of coercion as a form of power 
and also at referent power. We also describe charismatic power and substitutability.

Not only individuals but also certain departments or units in organisations exert 
power in organisations. This point is described in terms of power gained through 
control of resources and power gained by solving critical or strategic events. Power 
used by individuals or departments may be diminished through a process of 
substitutability, and we also describe this point. Lastly, we look at power and the 
locus of power in organisations as well as power and the position of the individual 
in the hierarchy.

Our first step is to examine the individual basis for the exercise of power in 
organisations.

8.2 Individual basis for the use of power in organisations

French and Raven describe a number of principles that form the basis for using power 
in organisations. French and Raven’s power typology not only provides insight into 
the sources of power in an organisation, but also into the strength of such power. 
Typology is the study of types. French and Raven identify the following principles.
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8.2.1 Rational or legitimate power

We were introduced to this topic in study unit 7. Rational or legitimate power starts 
when one person accepts, because of some set of rules or codes, that another person 
has certain powers that both parties regard as legitimate. Rational or legitimate 
power in an organisation stems from the position that a person holds and from his 
or her position in the hierarchy. We can use two examples to explain this. A police 
officer may arrest people as a result of the social rules and codes that apply to him 
or her in the course of duty. Supervisors in organisations have rational or legitimate 
power over subordinates because of the power attached to their positions.

8.2.2 Power to grant or refuse benefits

In this case, power is obtained through the ability of one person to control the 
rewards or benefits granted to another person. The person who controls benefits 
therefore has the ability to influence the behaviour of another person who is the 
recipient of benefits, merely by granting or refusing benefits.

The strength of the power gained by granting benefits is determined by the size of 
the benefit and the recipient’s belief that the benefit will be granted. In other words, 
the power that A uses over B by granting benefits will increase as the size of the 
benefit increases. The greater the benefit, the greater the power of the person who 
grants the benefit over its recipient.

A supervisor who is in control of salary increases and bonuses of subordinates not 
only gains legitimate power because of his or her position in the organisation, but 
also has power over his or her subordinates as a result of his or her ability to grant 
or refuse salary increases or bonuses. Again, the greater the salary increase or 
bonus, the more power the supervisor will have at his or her disposal to persuade 
subordinates to perform tasks that they otherwise would not have performed.

It is essential for the person in control of granting benefits to be able to determine 
whether the desired tasks have been completed. In other words, there has to be a 
process of performance appraisal.

8.2.3 Coercion as a form of power

The ability of one person to coerce another or to mete out punishment in one form 
or another is a strong basis for power or influence in organisations. Coercion may 
be seen as the opposite of the power to grant or refuse benefits. Whereas the latter 
relies on granting or refusing benefits to gain power, coercion as a form of power 
relies on the possibility of punishment to gain power.

Forms of punishment include loss of certain privileges or benefits, transfer to a 
different division, demotion and in the extreme also dismissal.

Although punishment may succeed in stopping unacceptable behaviour or changing 
behaviour so that it will be acceptable to the person who is using coercion, it may 
also have unacceptable side-effects, such as the following behaviour:

 � The person who is being coerced may change his or her objectives and modify 
his or her future behaviour by doing just enough to avoid further punishment. 
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In such cases the undesirable behaviour may have been eliminated, but the 
person would still be making only a marginal contribution in pursuit of the 
organisation’s objectives.

 � Alienation may occur between the person who is being coerced and the person 
who has used coercion to achieve his or her goals. Consequences such as bearing 
a grudge, feeling victimised and wanting revenge cannot be excluded. Feeling 
wronged and the latent frustration that results may be detrimental to relationships 
in the organisation, especially if the issue remains unresolved for a long time. In 
such situations, employees have been known to sabotage equipment and even 
set fire to buildings.

The efficiency of coercion as a form of power in organisations is determined by the 
nature of the punishment and the subsequent obvious effect that it has on the person 
who has been coerced, on the person who is using coercion and on relationships in 
the organisation in general. The efficiency of power is further determined by the 
probability that coercion would be used and by assessment of the resultant behaviour. 
If the person who has been subject to coercion as a form of punishment does not 
experience it as such, or considers it too mild, or when an employee thinks it unlikely 
that coercion will be used, coercion will lose its value as a deterrent.

8.2.4 Referent power

Referent power may be described as the power that A has over B because B identifies 
with A. Such identification enables A to influence the behaviour of B without either 
A or B being aware of such identification.

An example of referent power is the power that sports stars unwittingly have over 
their supporters. Sports stars are “worshipped” by supporters who feel that they can 
improve their own performance by copying the sports stars. Sports stars unwittingly 
become the role models for supporters who identify with them. Most people identify 
with a role model at some time in their lives, and therefore identification provides 
a common and strong basis for influence through which power is gained. People 
who have referent power often succeed in persuading their supporters to copy their 
behaviour when other people fail to do so.

In the work situation, people may have referent power without being aware of it. 
This makes it difficult to identify such power relationships in organisations. People 
who have achieved success in particular fields, for example by performing work 
of a high standard, may be admired secretly, which obviously makes it difficult to 
identify and analyse such relationships, in spite of the fact that they are a common 
occurrence and have a huge impact on interpersonal relationships in organisations.

8.2.5 Charismatic power

Influence or power based on the personality of a person may be described as 
charismatic power. Some people in society have an almost indescribable magnetic 
attraction that stems from their personalities and that not only attracts other people 
but persuades them to follow such individuals. Hitler in Germany prior to World 
War II, Gandhi in the 1930s in India and even John F Kennedy in the early 1960s 
in the USA may be regarded as charismatic leaders.
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People with charisma usually find it easy to influence their supporters. You will 
notice in old newsreels how Hitler’s followers hung on his every word when he 
addressed them. Hitler could demand almost any sacrifice of the Germans to realise 
his personal objectives. Think of the sacrifice that Germans made in response to 
Hitler’s insistence that victory must be secured on the eastern front. One of the 
aspects of charismatic power that may help to explain its potential is that charismatic 
leaders also help their followers achieve their own personal goals. By following a 
charismatic leader, they are finally able to achieve their own goals, although in 
reality they are furthering the interests of the leader. An example is Albert Speer, the 
German architect and confidant of Hitler. One of Speer’s goals was to design public 
buildings. Hitler, on the other hand, wanted new offices in Berlin for his personal 
use. Speer was commissioned to design and supervise construction of the buildings 
known as the Chancellery. On the one hand, Speer realised his own goals, namely 
to design and construct buildings. In reality, however, he was merely instrumental 
in realising the objectives of his charismatic leader. Clearly, charismatic leaders are 
able to influence their followers to such an extent that they in fact contribute to the 
realisation of the leader’s objectives.

There are no special requirements for using charismatic power. Charismatic 
personalities sometimes still have power over their followers long after they have 
retired or died. Such power is forceful and has a profound effect on organisations. 
People follow charismatic leaders because of the compelling nature of their 
personalities. Some of Hitler’s followers, for example, remained loyal to him long 
after his death.

8.2.6 Power derived from expertise

I also introduced you to this matter in study unit 7. Some people in organisations 
derive their power from their knowledge or special skills. These people are respected 
for their abilities, regardless of their positions in the hierarchy of the organisation. 
Other people in the organisation, regardless of their own positions in the hierarchy 
of the organisation, who admire such skills or find them essential in pursuit of their 
own objectives, are usually willing to submit to the power of such an expert. A 
practical example would be the computer experts in a department who, irrespective 
of their posts, communicate with all levels, even the heads of department, to solve 
departmental problems. Academic degrees and professional certification as an 
engineer or medical practitioner, for example, are usually associated with expertise.

The explanation above shows that power derived from expertise is unique in that 
it functions independently of the organisational hierarchy. Employees at the lower 
levels of the hierarchy may exercise power under the guise of expertise. One of the 
consequences is that power is increasingly concentrated at the lower levels, which 
disturbs the balance of power in the organisation. The more specialised and scarce 
the particular skill that the individual has, the more power such an individual will 
have. Think of areas where decisions have to be based on intricate technical and 
specialist knowledge, where the particular head of department is almost at the 
mercy of subordinate experts.

So far, we have discussed the sources of power in and around organisations mainly 
in terms of individual power. In practice, however, power is not the sole preserve of 
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individuals, but may also vest in departments or units in organisations. We describe 
this aspect of organisation below.

8.3 Basis for the use of power by departments or units in 
organisations

As we have seen, power can originate from a variety of sources in organisations. 
The sources of power are based on some form of dependence. When individuals, 
departments in an organisation or organisations themselves become dependent on 
other individuals, departments or organisations for their supply of raw materials or 
for the service that is required before they can start or continue their own operations, 
the dependent party loses power. Conversely, when individuals, departments 
or organisations are able to solve critical problems or strategic issues for other 
individuals, departments or organisations, their power over the latter will increase. 
The ability to create dependence or to resolve critical or strategic issues is one of the 
most important determinants of power in and through organisations. The use of 
power in organisations may relate to the formal organisational hierarchy, although 
this is not always the case. From this perspective, the power of some individuals 
at lower levels in the hierarchy may contradict the position that they hold in the 
hierarchy.

8.3.1 Power gained through control of resources

Any organisation needs resources of some kind or another to deliver products or 
services. Control of resources within or between organisations is therefore of the 
utmost importance. In this section we examine the power relationships that may 
develop within organisations.

Generally, individuals who control the essential and scarce resources within 
organisations have greater power than would otherwise have been the case. Individuals 
and departments that control and allocate such resources in organisations are able 
to use these resources to exert influence in the organisation.

8.3.2 Power gained by resolving critical or strategic issues

Features such as information, knowledge and particular skills may be regarded as 
resources in organisations. Uncertainty in an organisation or lack of knowledge, 
on the other hand, may create the potential for relationships of dependency in the 
organisation. Those individuals or departments who can resolve problems or who can 
otherwise reduce uncertainty will most likely increase their power in the organisation. 
Think of the maintenance staff or the buildings administration departments of 
organisations. Normally, they are not regarded as people or departments with much 
power in organisations, until machines break down or the power goes out – then 
other members of the organisations are reminded of the crucial role of the particular 
individuals or departments in the smooth running of operations. By solving such 
problems, the particular individuals and departments gain the power to influence 
future decisions, for example on purchases of machinery.
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Generally, the more susceptible an organisation is to disruption caused by threats 
or uncertainty, the greater the power of those who can deal with such threats or 
uncertainty. For example, organisations face the threat of potential lawsuits from 
their employees and the public in many areas of their operations. Owing to their 
specialised knowledge and the ability to represent the company, law departments 
in organisations have exceptional power over key aspects of the operations. For 
example, law departments usually have to give the final approval for contracts, 
policies and sometimes also public relations decisions.

8.3.3 Substitutability

In the previous section we explained how the ability to solve critical problems or to 
provide scarce resources creates a power base in organisations. However, if it is possible 
for organisations to replace such abilities, skills or raw materials, the particular 
individuals or departments will lose power. For example, many organisations 
downsize, and functions that were previously regarded as crucial household or 
in-house functions may be outsourced. Activities such as legal services, marketing 
and accounting may be contracted out, reducing the organisation’s dependence 
for the performance of such functions and diminishing the power of those in 
the organisation who were previously responsible for performing such functions. 
By making outsiders responsible for finding solutions for critical organisational 
problems, organisations may have succeeded in diminishing the internal power of 
certain individuals and departments, but the organisation itself then becomes more 
dependent on outside contractors for these operations. The decision in favour of 
either internal supply or external supply is therefore critical. Dependent power is 
only one of the key issues that management has to deal with.

8.3.4 Power and the locus of power in organisations

Every day, employees attempt to contact major decisionmakers in organisations, 
for example to lodge complaints, to ask questions or to get approval for some 
action or another. Their attempts are often frustrated by secretaries or assistants 
who refuse them access to the particular decisionmakers. This state of affairs 
is fairly common in organisations and we have all experienced it at some time. 
Employees in secretarial positions or assistants often use power either consciously 
or unconsciously by controlling access to decision-makers. They are in a position 
to control the flow of information and people to the decision-makers because they 
arrange their appointments, keep their diaries up to date, prepare the agendas for 
meetings and screen incoming information. They may be regarded as the gatekeepers 
in organisations, which enables them to control a very scarce resource.

People’s positions in the hierarchy of organisations can also be a particular source 
of power. This is known as network centrality. The power that managers have by 
virtue of network centrality is the power of information – the power of being well 
informed on what is happening in the organisation. Managers who have informants 
throughout the organisation gain power because they know what is happening 
even in the most remote corners of the organisation. Such managers have a broader 
insight into organisational operations.
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8.3.5 Power and position in the hierarchy

We have seen that the positions or posts of individuals in the hierarchy are one source 
of power in organisations. This type of power is known as rational or legitimate 
power. It means that the higher the position of individuals in the hierarchy, the more 
power those individuals have in the organisation. This view corresponds with the 
rational or bureaucratic view of power in organisations. Because of the changes that 
we saw in the latter part of the 20th century, the basis for the rational or legitimacy 
view of power has been eroded. As a result, middle management and even ordinary 
employees at the lower levels of the organisational hierarchy have gained the power 
to guide and influence the direction and activities of organisations.

The situation has been reinforced by the downsizing of organisations and increased 
dependence on new and sophisticated information technology. Downsizing has also 
caused a shortage of expertise in some organisations, with the remaining experts 
gaining more power. The individuals at the lowest levels of the hierarchy can also 
control the flow of information to the top officials, which may in turn influence the 
quality of the decisions they make.

A number of factors contribute to the use of power by individuals at the lower levels 
of the hierarchy in organisations. Firstly, some individuals are irreplaceable or hard 
to replace because of their skills, knowledge or the information at their disposal. 
They gain power in this way. Secondly, the longer individuals have been working 
in an organisation, the more likely it is that they will have access to the sources of 
power in the organisations, to information, to important people in the hierarchy 
and to resources. Thirdly, a vacuum is formed when there is a change in leadership 
in organisations, especially if the new leader has been appointed from outside. It is 
possible that the new leader will then become dependent on the help of the employees 
at the lower levels of the hierarchy. Some new leaders overcome this problem by 
bringing along their own assistants. Fourthly, the internal rules, regulations and 
procedures of the organisation itself may be a source of power for the employees at 
the lower levels of the hierarchy. No organisation can survive the literal enforcement 
of its rules. By working to rule, employees at the lower levels of the hierarchy can gain 
power. The more important their activities are to the organisation, the more power 
they will gain by working to rule. Sometimes, employees resort to such actions to 
force a change in archaic rules or to effect other changes in organisations.

We have seen from the above discussion that communication, both formal and 
informal, plays an important role in organisations. We discuss this in the next 
study unit.

 8.1 

16After working through the relevant sections in this study guide and in study guides 2 and 
3, you should be able to answer the following questions:

1 Which individuals and departments wield power in PALAMA or the department 
where you are employed? What is the nature of this power?

2 Which individuals and departments at the university where you are studying exercise 
power? What is the nature of that power?
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FEEDBACK

I would answer question 1 as follows. I would say by looking at the organigram of the 
Academy on page 15 of study guide 3 that all the people in the hierarchy who occupy a 
higher level post (for example, the deputy directors-general as opposed to the chief directors) 
exercise power over their subordinates. Since this is legal power we could say that they 
have authority. This is power that arises from the position in the hierarchy that has been 
legitimately conferred on them. We could also say that they have gained power because 
they control resources by means of the budget.

I would answer question 2 as follows. The head of the personnel department where I work 
exercises power over the activities related to personnel matters. His power is from his position 
in the hierarchy and should really be referred to as authority since his power is legitimate. 
He also controls an important resource, namely the intake of personnel into the institution. 
What do you think? How would you have answered the questions?

The answers to the question posed at the beginning of study units 7 is as follows: President 
Jacob Zuma’s acts were expressions of both power and authority. This is a legitimate exercise 
of power in terms of the Constitution of the Republic of South Africa of 1996, since the 
president is legally empowered to constitute a cabinet and to make changes if he wishes to.

8.4 Conclusion

In this study unit we considered particular perspectives on power in organisations. 
The individual basis for using power was described in terms of rational or legitimate 
power and the power gained by granting or refusing benefits. In addition, we 
described coercion as a form of power, referent power and charismatic power. Finally 
we discussed power in terms of substitutability.

The basis for the use of power by departments or units in organisations was described 
in terms of power gained through control of resources and power gained by solving 
critical or strategic issues. We also paid attention to the process of substitution to 
reduce power. Lastly we looked at the locus of power in organisations as well as the 
role of power and position in the hierarchy.

8.5 Self-evaluation

The following questions are intended for self-evaluation and must not be submitted 
for marking.

1. Describe the individual basis for using power in organisations.
2. Describe the basis for the use of power by departments or units in organisations.

What have we achieved by working through this study unit? We gained insight into 
the individual basis of the exercise of power in organisations, and the exercise of 
power by the staff of departments or units within institutions.

Communication plays an important role in any organisation. The next study unit 
deals with the importance of communication.
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The following chapter may be important to you in your work on this study unit:

 � chapter 7

9.1 Introduction

In the previous study unit we studied the dynamics in/of organisations, noting the 
particular perspectives on power in organisations. In this study unit we will study the 
role communication plays in organisations. We begin by looking at the meaning of the 
word communication, and then describe the purpose and functions of communication 
in organisations. We also pay attention to the importance of communication and 
the nature of the communication infrastructure in organisations, which we have 
touched on in passing but will now study more intensively. Firstly, we examine a 
definition of the concept of communication.

9.2 Definition of communication

Communication means the transfer of, for example, information, an intention 
or plan, from one person to another in an organisation. A requirement for 
successful communication is that the recipient should understand it.

Perfect communication, if it exists in reality, would mean that a thought or idea has 
been conveyed in such a manner that the picture that the recipient gets is exactly 
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the same as that intended by the sender. Communication may take place in writing 
or verbally.

FIGURE 2: The communication process

Communication is a two-way process that begins when ideas, feelings and/or 
information are passed from a transmitter to a receiver with the aim of achieving 
an objective. The receiver is expected to react and supply feedback. This enables 
the transmitter to evaluate the feedback to determine whether he or she has been 
successful. Encoding is the process by which the transmitter translates ideas, feelings, 
or information into a code and formulates a specific message. Code is a set of signs 
or symbols governed by rules such as language consisting of words and grammar. 
The transmitter can use various forms as the code such as the linguistic code which 
consists of written or spoken words known as verbal communication (the English 
language) and semiological codes where signs only are used to communicate (i.e. 
nonverbal communication – no words, such as traffic signs). The message is the subject 
matter to be communicated by the sender to the receiver. It could be anything that 
will influence the receiver, for example feelings, information, attitudes and signs.

The medium is the means of communication used by the sender to convey the 
message to the receiver, and by the receiver to send the response (feedback) to the 
sender. The medium may be oral or written (e.g. an interview or a letter). It varies 
from a simple direct medium of face-to-face communication between two people 
alone or in a group, to mass communication such as by the radio, television and 
newspapers. The channel is the route through which the transmitter sends the 
message to the receiver and receives the feedback from the receiver. Decoding is the 
process used by the receiver to interpret, analyse and understand a message. Feedback 
is the response or any signal (positive or negative) received by the transmitter from 
the receiver, which enables the transmitter to assess the effectiveness of his or her 
message, in other words whether he or she has accomplished the objective(s). In the 
next section we look at the purpose of communication in organisations.

9.3 Purpose of communication in organisations

What is the purpose of communication in organisations? To answer this question, 
we need to understand the reason why organisations are created. Organisations 
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are designed and structured so that tasks may be performed efficiently and stated 
objectives may be realised. During this phase, managers have to ask themselves 
several questions. For example, how large should the various departments and 
divisions in the organisation be? What degree of interaction will there be between 
them? An appropriate organisational structure should contribute to the coordination 
of activities in the organisation. Communication is necessary to establish an 
organisation and then coordinate its activities.

9.4 Functions of communication in organisations

In the previous two paragraphs we noted what communication is and what its 
purpose is in organisations. We go on to examine the functions of communication 
in organisations. Communication in groups or organisations fulfils four functions, 
which we will describe below.

9.4.1 Control

Organisations have levels of authority and formal lines of communication to be 
used by the employees. Employees are usually expected to discuss any problems 
relating to their official activities in the organisation with their immediate superiors. 
In this way, communication may be used for control in organisations. However, 
informal communication can also be a form of control. Informal communication 
may take place when a group of employees tease, pester or reprimand a colleague 
for working too hard and making them look bad. If their colleague then complies 
with their wishes by decreasing his or her production, the informal communication 
has reached its objective and has exercised control.

9.4.2 Motivation

Communication helps motivate employees in that it clearly identifies the objectives 
to be pursued; it explains how well the work has to be done and what has to be done 
to improve production. Setting goals and giving feedback on achievements will 
stimulate motivation, and this makes communication between management and 
the workers essential.

9.4.3 Emotional expression

For many employees, their work group provides the main forum for social interaction 
with their fellow employees. The communication that takes place in the group is a 
mechanism through which employees can express their frustrations in the work 
situation or their satisfaction with the situation. Communication therefore provides 
a vehicle for emotional expression.

9.4.4 The transfer of information

Communication contributes to decisionmaking in that it makes information available 
to individual employees or groups. This makes it possible to identify alternative 
actions to realise stated objectives.
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9.5 Importance of communication in organisations

Now that we have looked at the functions of communication in organisations, 
we come to the importance of communication in organisations and the nature 
of the communication structure – which we can deduce from our previous study 
of communication.

Why is communication important in organisations? We can answer this question 
by referring to the achievement of total quality management and changes in 
organisations.

9.5.1 Achieving total quality management

Firstly, to achieve total quality management in organisations, open lines 
of communication between management and the labour corps as well as regular 
feedback between the two parties are extremely important. For total quality control, 
it is essential for the labour corps to feel free to discuss even sensitive issues with 
management. Communication in organisations will not only move up and down 
(vertically) between the various levels of authority, but also horizontally along the 
same level of authority. Departments or units in an organisation who are the clients 
of other departments or units in the same organisation should feel free not only 
to communicate their needs, but also to express their opinions on the quality of 
the goods or services received. This applies to supply departments and units at the 
same level of authority as well as those at different levels of authority.

We can use a practical example to explain the above. An organigram of the 
organisational structure of PALAMA appears on page 15 of study guide 3. 
Information flows vertically from the Minister through the levels of authority to 
the respective chief directors, and also from the chief directors through the same 
levels of authority to the Minister. Information also flows horizontally between the 
various chief directors.

9.5.2 Changes in organisations

Change in organisations does not take place in a vacuum. Management has to 
inform the workers of any changes, for example to the organisational structure of 
organisations or to their objectives. The workers also have to be informed of the 
effect that such changes will have on them. Resistance, uncertainty and aggression 
among the workers can be minimised by means of clear and timeous communication 
on the nature and effect of the intended changes. For this purpose, meetings may 
be held, and videos, circulars and information sessions may be used. We now turn 
our attention to the nature of the communication infrastructure in organisations.

9.6 Nature of the communication infrastructure in organisations

The nature of the communication infrastructure in organisations will determine 
how rapidly information can be distributed. A well-informed labour corps will 
eliminate the negative effect of the grapevine. There are both formal and informal 
channels of communication in organisations. We need to describe three concepts 
relating to communication in organisations, namely communication networks, 
formal networks and informal networks.
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9.6.1 Communication networks

Communication networks are the channels along which communication moves in 
organisations. There are two types: formal and informal channels of communication.

9.6.2 Formal channels of communication

Formal channels of communication usually run vertically between the formal levels 
of authority in organisations. These channels usually relate to communications on 
operations. Page 15 of study guide 3 depicts the formal channels of communication 
in PALAMA (NSG).

9.6.3 Informal channels of communication

Informal channels of communication or networks are commonly referred to as 
the grapevine or the bush telegraph. These channels run freely in any direction in 
organisations and usually ignore the levels of authority, meeting the social needs 
of groups of employees rather than contributing to the smooth flow of operations 
or the exchange of accurate information. This implies that informal channels 
of communication are ideal for spreading rumours. These channels have three 
characteristics:

They are not controlled by management.

Most employees regard them as more believable and reliable than the 
official communications.

They serve the interests of those involved and not the interests of the employers.

How successful are informal channels of communication? Studies have shown that 
only 10 percent of those who receive information via informal channels passed it 
on to more than one other person. It has been found that informal channels spread 
information of a general nature between groups, such as the production team and 
the sales team, rather than within the particular functional group itself. It has also 
been found that members of a particular group will not be repeatedly responsible 
for spreading information, but that different types of information are distributed by 
members of different groups. Research has also shown that approximately 75  percent 
of the information conveyed is accurate.

What do you think about the use of informal channels of communication? Are they 
valuable or do they only serve as a medium for gossip?

 9.1 

17After working through the relevant sections of this study guide and of study guides 2 and 
3, you should be able to answer the following questions:

1 Are the formal channels of communication among the members of top management 
in PALAMA (NSG), or in the department where you are employed, sufficient to make 
provision for effective communication?
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2 Would you say that the communication networks at the university where you are 
studying are sufficient to supply you with the necessary information? What sugges-
tions for improvement would you like to make?

FEEDBACK

I would answer question 1 in the affirmative, firstly because the members of top management 
are all specialists in their own fields. Secondly, they are a very small group who are in 
virtually daily contact with one another in the work situation. The same applies to the top 
management of the university where I am employed.

I have already answered question 2 above in the affirmative. Do you agree? What could 
you add to my answer?

9.7 Conclusion

In this study unit we looked at the role of communication in organisations. We started 
by defining communication and then describing the purpose of communication 
in organisations. We examined the functions of communication by considering 
the role that it plays in control, motivation, emotional expression and as source of 
information in organisations. We highlighted the importance of communication 
by looking at its role in achieving total quality control and its role in organisational 
change. We concluded by discussing the nature of the communication infrastructure 
in organisations in terms of communication networks as well as formal and informal 
channels of communication.

9.8 Self-evaluation

The following questions are for self-evaluation and must not be submitted for 
marking:

1. Define communication.
2. What is the purpose of communication in organisations?
3. Write an essay on the functions of communication in organisations.
4. Why is communication important in organisations?
5. Describe the nature of the communication infrastructure in organisations.

In this study unit we studied the importance of communication in organisations. 
We found that communication takes place between groups and individuals in 
organisations. In the following study unit we will pay more attention to the role 
that groups play in organisations.
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Werner, A. 2010. Organisational behaviour: a contemporary South African perspective. 
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The following chapter may be important to you in your work on this study unit:

 � chapter 6

10.1 Introduction

In the previous study unit we discussed the role of communication in organisations. 
We now conclude our study of dynamics in/of organisations by looking at the role 
of groups in organisations.

We start by describing the difference between a group and a team, and then we 
look at the types of groups, the reasons why individuals join groups, and the role 
of groups in decisionmaking. We then turn our attention to conflict negotiations 
in organisations and the role of internal politics in organisations.

10.2 Differences between groups and teams

Because the use of the words “group” and “team” in the literature is sometimes 
confusing, we need to describe the differences between the two. Some authors use 
the words as synonyms, however.

A group

 � consists of a number of people (employees) who usually report to a common 
supervisor

 � usually involves face-to-face contact between these employees
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 � is usually characterised by a degree of interdependence between the employees 
and their respective tasks in pursuit of the stated objectives of the organisation

This means that organisations may be regarded as systems of groups interlocked 
by linking pins. Individual employees are members of two groups in that they act 
as supervisors in the one group and as subordinates in the other. Where we have 
a supervisor with sub-ordinates, this is known as a formal group – formal in the 
sense that this group is identified in the organisational set-up of the organisation. 
By linking the two groups, activities in the organisation are carried out. In reality, 
individuals in organisations do not function individually but as members of groups 
or teams.

A team may be regarded as

 � a group in which there is a greater degree of commitment to common objectives, 
accompanied by a greater degree of interdependence and interaction between 
members

 � a small group of employees possessing complementary skills to be used in pursuit 
of a common objective by assuming joint responsibility

 � a way of integrating the activities of organisations

Workers and supervisors are combined in teams consisting of members of various 
departments and units

 � in order to facilitate communication, coordination and control
 � for the primary benefit of forcing employees to think and act as a unit, rather 

than as individuals or individual departments and units of the organisation
 � to share information and create a sense of joint responsibility for performance
 � so that each employee can see how his or her individual performance affects the 

activities of the other members of the team

Briefly then, a group consists of members of the same department or unit in an 
organisation, whereas a team consists of members of various departments or units 
of the organisation.

Next we turn our attention to the different kinds of groups in organisations. The 
knowledge we have gained so far makes this fairly plain.

10.3 Types of groups

We can identify numerous groups in organisations. Here we pay attention to two 
types of groups, namely formal and informal groups.

10.3.1 Formal groups

Formal groups are determined by the organisational structure of an institution, 
together with prescribed activities aimed at realising stated organisational objectives. 
The groups below are examples:

 � Supervisory groups, which consist of a number of subordinates reporting to a 
supervisor.

 � Task or working groups, where the particular group works together to perform 
a particular task or job. This kind of group is not confined to one supervisor 
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in the hierarchy, and its membership cuts across the levels of authority. It is by 
definition not a group, but a team, and is one example of where the word “group” 
is used incorrectly.

10.3.2 Informal groups

Informal groups consist of alliances that are not formally structured or officially 
decided. The formation of such groups is a natural consequence of a need for social 
contact between workers. The following groups serve as an example:

 � Interest groups, which consist of employees who join together in pursuit of 
a common goal in which they all have a joint interest.

 � Friendly groups, where the individual members share one or more common 
characteristic. Individual employees often form social alliances that operate 
outside the work situation as well. The basis for such an alliance may be that 
members are the same age, support the same sports teams, are connected to the 
same schools or share political convictions.

 � Informal groups meet the social needs of these individuals. Because interaction 
takes place when employees work in close proximity, they eventually start 
participating in the same sport, join the same lift clubs, and go out for meals 
together. Such interaction between workers, albeit informal, affects their behaviour 
and performance.

The next question is why do individuals join groups?

10.4 Reasons why individuals join groups

There is no single reason why individuals join groups. An individual usually also 
belongs to a number of groups, which means that the various groups offer different 
benefits to the same individual. The literature mentions the following reasons why 
individuals join groups.

10.4.1 Sense of security

Individuals who combine to form a group gain power. By joining groups, individuals 
can eliminate uncertainty, for example by not feeling as if they have to face 
management on their own in the event of disputes. Members of the group feel 
more powerful, are less uncertain about their actions and offer greater resistance 
to threats from management.

10.4.2 Status

Membership of a team, for example an organisation’s sports team, also confers status 
upon an individual. Every year after the Comrades Marathon between Durban 
and Pietermaritzburg photographs of the teams of various businesses who have 
finished the race or done well in the marathon appear in the media. The individual 
members of the team proudly show these photographs to their colleagues. This is 
an example of the role of a group in conferring status upon an individual. Inclusion 
in a group that is considered important by colleagues brings recognition and status 
to its individual members.
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10.4.3 Self-esteem

Membership of a brotherhood, guild or community makes an individual feel 
important. In this way, groups meet the individual’s need for a sense of self-worth. 
If an individual is accepted by a group that is highly regarded by society, it boosts 
the individual’s self-esteem. Being selected to a team that makes important decisions 
on the goals of the organisation will meet the individual’s need to be regarded as 
acceptable and competent and this increases his or her status.

10.4.4 Affiliation

Employees enjoy the regular interaction between members of a group. Many 
employees rely primarily on interaction in the workplace to satisfy their need for 
acceptance. It also satisfies their need for friendship and social relationships.

10.4.5 Empowerment

Empowerment is closely linked to the sense of security. On their own, individuals 
can achieve very little. As a member of a group, it is far easier to satisfy certain 
needs. This is one of the attractions of membership of a group – the fact that groups 
represent power. Power is used not only to make demands of others, but individuals 
in cooperation with other workers can also join together to resist unreasonable 
demands from management.

Individuals can also gain power through informal groups. Groups can empower 
the individual to influence others without the benefit of any formal position in the 
hierarchy. A leader of an informal group can request and get action from the group 
without assuming the kind of responsibility usually demanded of those in formal 
management positions.

10.4.6 Realisation of objectives

Realising objectives is closely related to self-esteem. Membership of a group in 
pursuit of a goal that the individual cannot achieve alone contributes to a sense of 
pride, especially where it has been essential that individual members combine their 
talents, knowledge or power in order to achieve the desired results.

In the next section we look at the role of groups in decision-making.

10.5 The role of groups in decision-making

In this section we look at the role of groups in the decisionmaking process (group 
decision-making) compared with decision-making by an individual. One of the main 
requirements for group decision-making is the dissemination of information among 
members of the group. This means that the efficiency of the communication system 
will have a definite influence on the quality of group decision-making. Two heads 
are better than one. These days, many decisions in organisations are made by groups 
or committees made up of representatives of management and the labour force.
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Does this mean that group decision-making is preferable to decision-making by an 
individual? To answer this question we look at the advantages and disadvantages 
of each.

10.5.1 Advantages of group decisionmaking

It should be made clear from the outset that decisionmaking by an individual and 
by a group both have advantages and disadvantages. Neither one of the two is ideal 
for all situations. The following are the advantages of group decision-making as 
against decision-making by individuals:

 � More complete information and knowledge of the subject. Obviously, several 
individuals will be able to contribute more inputs to the decision-making process 
than one individual.

 � Greater variety of views. Apart from increased input, groups also bring greater 
heterogeneity to the decision-making process. This makes it possible to consider 
a greater number of approaches and alternative solutions to problems.

 � Increased acceptance of a solution to a problem. Many decision-making processes 
fail after the final decision has been made because employees do not accept 
the solution. If the people who are affected by the decision and who have to 
implement the decision have taken part in the decisionmaking process, they are 
more likely to accept the decision. They will also attempt to persuade others to 
accept the decision. This will increase support for the decision and satisfaction 
among those who have to implement it.

 � Increased legitimacy. Democratic values are highly regarded in 
democratic communities. The process of group decisionmaking can be reconciled 
with democratic ideals and is regarded as more legitimate than individual decision-
making. When an individual decisionmaker makes a decision without consulting 
other interested parties, this exercise of power may create the impression that 
the decision has been autocratic or arbitrary.

Group decisionmaking not only has its advantages; it also has some disadvantages. 
These are described below.

10.5.2 Disadvantages of group decision-making

The following are disadvantages of group decision-making:

 � It is time-consuming. It takes time to get the whole group together. The interaction 
between members of the group is often inefficient. A group takes far longer than 
an individual to come to a solution. This reduces the ability of management to 
act quickly and decisively when necessary.

 � Pressure to conform or compromise. The desire of members of groups to be 
accepted and to be regarded as an asset to the group and the organisation may 
cause any apparent differences of opinion to be suppressed. This is done in order to 
conform or to reach a compromise between the various conflicting points of view.

 � Dominance by a minority. Group discussions may be dominated by one or a few 
group members. If the dominant coalition consists of members with a low to 
average ability to make decisions, the efficiency of the entire group will be affected.
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10.5.3 Efficiency and effectiveness

The efficiency and effectiveness of group decisionmaking compared with individual 
decision-making depend on the criteria used to determine efficiency. Group decision-
making will be more accurate. Research has shown that group decision-making 
leads to better quality decisions than individual decisionmaking.

If efficiency of decision-making is determined by the speed at which it takes place, 
individual decision-making is better. When it comes to creativity, groups are more 
efficient. However, if efficiency is determined by the degree of acceptance of the 
final decision then group decision-making is more acceptable.

When comparing the effectiveness of individual decisionmaking with group decision-
making, the former is more effective. Groups take more time than an individual to 
make a decision, except in cases where large amounts of different inputs have to be 
considered in the decision-making process. Groups will complete the task of reading 
files and conducting interviews more quickly. In deciding whether a group should 
make a decision, the question to ask is whether increased efficiency will compensate 
for the loss of effectiveness.

When groups are involved, conflict is almost unavoidable. The next topic to consider 
is conflict negotiation in organisations.

10.6 Conflict negotiation in organisations

We start by defining the concept of conflict and considering the various views 
of conflict. We then describe two types of conflict negotiation that occur in 
organisations. We also pay attention to the differences between distributive and 
integrative negotiations and to conflict management in practice.

10.6.1 Definition of conflict

Conflict as a process arises when a party or group becomes aware that another party 
or group has had a negative effect on something in which the former has an interest. 
This means that any activity that takes place in an organisation has the potential 
to turn into conflict when it becomes an intergroup issue in which irreconcilable 
positions are taken. It is therefore a clash of opposing principles. It may also concern 
the objectives of the institution and a difference over the interpretation of facts or 
information. The same applies to individuals as to parties and groups.

10.6.2 Perspectives on conflict

There are various perspectives or views of the role of conflict between groups in 
organisations, as described below:

 � Traditional view. Proponents of this view argue that conflict should be avoided 
at all costs. Conflict is indicative of a disturbance between groups.

 � Human relations view. Supporters of this perspective assume that conflict is a 
natural and unavoidable consequence of the operation of any group. Conflict 
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should not be seen as an evil in organisations, but rather as a potentially positive 
influence on the performance of groups.

 � Interactionist view. Whereas the proponents of the human relations view accept 
the presence of conflict in organisations, proponents of the interactionist view 
encourage conflict. They reason that harmonious, placid, peaceful and agreeable 
groups tend to become static and insensitive and no longer respond to the necessity 
for change. Proponents of this view encourage group leaders to maintain an 
ongoing situation of minimum-level conflict in organisations in order to stimulate 
self-criticism and creativity.

In conclusion, to argue that conflict is only beneficial or only harmful to organisations 
is both inappropriate and naive. Whether conflict will be beneficial or detrimental will 
depend on the type of conflict. There are two main types of conflict in organisations, 
as discussed below.

10.6.3 Functional and dysfunctional conflict

Conflict may be functional or dysfunctional:

 � Functional conflict. This is conflict that promotes the objectives of the group and 
contributes to improved performance of the group.

 � Dysfunctional conflict. This is conflict which is detrimental to the performance 
of the group.

One can argue that conflict is beneficial to a group, but it is much harder to determine 
whether conflict is functional or dysfunctional. The dividing line between the two 
is neither clear nor exact. No level of conflict can simply be accepted as beneficial 
or not. The type and level of conflict that will have a positive effect on realising the 
objectives of a particular group may be dysfunctional for another group or for the 
same group at a different point in time.

Functional conflict and dysfunctional conflict are distinguished in relation to group 
performance. It is the influence of conflict on the group rather than on the individual 
that determines the functionality of conflict. Nevertheless, the effect of conflict on 
the individual and its effect on the group are rarely mutually exclusive, because the 
individual’s experience of conflict will affect the group and vice versa. So whether 
an individual member of a group personally experiences conflict as obstructive or as 
positive is actually irrelevant. An action will be considered functional if it promotes 
achievement of the group’s objectives.

10.6.4 Negotiation strategies

In this section we define negotiation and look at two negotiation strategies, namely 
distributive negotiations and integrative negotiations. We conclude by considering 
the management of conflict between groups in practice. Lastly we look at how conflict 
between groups can be handled in practice.

10.6.4.1 Definition of negotiation

Negotiation means to communicate with another party in order to reach an agreement 
or compromise. Negotiation can be a process whereby two or more parties who 
exchange goods and services agree on the cost of the exchange.
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10.6.4.2 Distributive negotiations

These are negotiations aimed at distributing certain resources in a winlose situation. 
One group benefits in the negotiations at the expense of the other group, which 
means that the latter group loses. We can use a practical example to explain, namely 
labour-management wage negotiations. The labour representatives come to the 
negotiations determined to negotiate as big an increase as possible. Because every 
cent of the increase negotiated by labour increases the amount that management 
has to spend, negotiations may be aggressive and the two parties treat each other 
as enemies to be defeated.

The above explanation raises a number of issues on distributive negotiations. Firstly, 
each group has a goal which sets out what they want to achieve. Furthermore, 
each group has a point of resistance, which is the point at which they would end 
negotiations rather than compromise any further. The area between these two points 
represents the aspiration area of the groups. Where the two parties’ aspiration areas 
overlap, a settlement area is created where the aspirations of both parties can be 
accommodated.

The tactic followed in distributive negotiations is to persuade the other party to 
accept your goal or to concede as much as possible by moving closer to your goal. 
The counter-tactic to be followed is to convince the other party that their goal cannot 
be achieved by arguing that your own goal is fair and reasonable while theirs is not.

10.6.4.3 Integrative negotiations

These negotiations are aimed at one or more agreements, thereby creating a win-
win solution to conflicts.

This type of negotiation usually arises where the two groups have done business 
in the past. Firm A has supplied goods or services to firm B. The representative of 
firm A has received another large order for goods or services from firm B and places 
the order. Because of firm B’s poor payment record, the credit manager of firm A 
does not approve the transaction. The next day firm A’s representative discusses 
the matter with the credit manager. Both the representative and the credit manager 
would like to keep doing business with firm B, but the credit manager does not 
want to be saddled with bad debt and an uphill battle to collect the money owed by  
firm B. The representative and the credit manager discuss the problem, weigh up 
their options and find a solution that would satisfy both parties. The credit manager 
of firm A will approve the transaction on condition that the owner of firm B will 
pay by bank-guaranteed cheque within 60 days after delivery.

The above explanation corresponds with the agreements reached between some 
local authorities and residents on unpaid debts in respect of services delivered. 
Negotiations between the two groups go around ways of paying the debt. Steps will 
also be taken to prevent the further escalation of outstanding debt. After negotiations, 
the treasury department will collect the outstanding debt, and the city engineer 
will resume delivery of services. Following the negotiations, both groups, the local 
authority and the residents, are in a win-win situation. The local authority gets paid 
for the services delivered and the residents again receive services. This successful 
resolution also contributes to improving relations between the city engineer and 
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treasury. The former no longer has to suspend the supply of services to residents 
as instructed by the latter. The city engineer may also resume operations in the 
residential area without the conflict that had been created by the non-payment.

10.6.4.4 Differences between distributive and integrative negotiations

In terms of intraorganisational behaviour, integrative negotiations are more 
acceptable than distributive negotiations.

Integrative negotiations

 � build long-term relations and promote future cooperation
 � strengthen ties between negotiators in that each party leaves the negotiating 

table feeling victorious
 � are aimed mainly at problem-solving
 � make provision for information to be exchanged freely
 � are characterised by flexible and open interaction between the parties
 � allow the parties to maintain positive and friendly relations

Distributive negotiations

 � always leave one party as the loser
 � cause bitterness and widen the gap between the groups – who often have to work 

together again in the same organisation
 � emphasise negotiations as such when making decisions
 � distort information
 � are characterised by rigid and formal interaction between parties
 � create a negative attitude and distrust between parties
 � lead to relations that cause further conflict

If the benefits of integrative negotiations are so great, why is this approach not used 
more often in organisations? The answer may be found in the conditions that apply to 
such negotiations. The groups involved must be willing to make information readily 
available and to reveal their real concerns in the organisation. Each group must be 
sensitive to the other group’s needs, the groups should be able to trust each other 
and must be willing to keep a flexible attitude during negotiations. Because these 
conditions are seldom present in organisations, it is no surprise that negotiations 
are usually based on an attitude of winning at all costs.

10.6.5 Dealing with conflict in practice

Some organisations use a technique known as conflict meetings to clear the air 
and to resolve intergroup conflict. A special consultant or agent for change is 
appointed. Conflict meetings are especially suitable where misunderstandings are 
the main cause of intergroup conflict. Such a meeting usually lasts between four 
and eight hours. At the beginning, the consultant will highlight broad issues such 
as organisational communication, mutual misunderstandings and the necessity for 
management to share responsibility in pursuit of the objectives of the organisation. 
This may be followed by an analysis of organisational and operational problems and 
a discussion of the budget and necessity for financial restraint. In most cases the 
purpose of conflict meetings is to reduce intergroup conflict, for example conflict 
between line and staff functionaries.
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The next topic to which we turn our attention is the role of internal politics in 
organisations.

10.7 The role of internal politics in organisations

We start by defining the concept of politics in organisations and then analyse the 
description of the concept. We examine the dimensions of internal politics and 
conclude by describing the reality of internal politics in organisations.

10.7.1 Definition of politics in organisations

The ground we are going to cover here should be familiar to you. In its simplest 
form, politics may be described as the process that decides who gets what, when and 
how. Politics in organisations includes those activities that organisations carry out 
in order to obtain, develop and use power and other resources in order to achieve 
the results as planned by the particular individuals or groups. This usually takes 
place in situations where there is uncertainty or difference of opinion on the choice 
to be made. Politics may therefore be regarded as a component of power that does 
not receive formal recognition, whereas authority is also a component of power but 
is regarded as formal power and is therefore legitimate.

10.7.2 Analysis of politics in organisations

The above explanation shows that politics in organisations is characterised by 
deliberate action aimed at influencing and promoting or protecting the interests 
of certain individuals or groups. It also includes the management of influence in 
order to achieve certain objectives that do not have the approval of the organisation.

Internal politics may be regarded as comprising those activities which are not 
essential for a worker to perform his or her obligations at work, but which are 
aimed at influencing or attempting to influence the distribution of benefits in 
an organisation in the worker’s own favour. Politics in organisations is therefore 
conducted outside the job descriptions of those involved. Those involved in internal 
politics use such actions not only to create a power base, but also to use the power 
that they already have.

Analysing the definitions of power and politics reveals that the two concepts are 
much the same. Both point to the pursuit of self-interest by certain individuals and 
groups and the means of overcoming the resistance of others in the process. For 
purposes of analysis, politics in organisations may be regarded as power-in-action. 
It is action aimed at achieving the goals of the particular individual or group. The 
definition also clearly shows that politics in organisations is aimed at influencing the 
objectives, criteria or processes used in decision-making (in other words influencing 
the distribution of benefits and liabilities in an organisation). Behaviour such 
as withholding essential information from decisionmakers, spreading rumours, 
leaking confidential information on the activities of the organisation to the media, 
exchanging favours in the organisation or lobbying for or against a particular 
individual or alternative also form part of the internal politics of organisations.
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There are two dimensions to the internal politics within organisations, and we need 
to look at them more closely.

10.7.3 Dimensions of internal politics in organisations

From what has been written so far, it is clear that politics in organisations has a 
positive and a negative dimension. The literature quite rightly refers to a positive or 
legitimate dimension and a negative or nonlegitimate dimension.

10.7.3.1 Positive or legitimate dimension

This term refers to the normal everyday political activities found in organisations, 
such as subordinates lodging complaints with their supervisors, group formation, 
obstructing the objectives of the organisation by doing nothing or working to rule 
(excessive application of rules and regulations) and by building professional contacts 
outside the organisation.

This dimension in internal politics may also consist of the balanced pursuit of 
one’s own interests and the interests of others by following a win-win approach to 
work-related situations whenever possible, through open participation in decision-
making, by persuading others to accept decisions that have been made, by taking the 
lead in operations, initiating actions and by influencing other workers positively. A 
positive image is also created when “hard decisions” such as dismissing staff have 
to be made and the majority of the workers are not only satisfied with the decision 
made, but also with how the decision was made.

10.7.3.2 Negative or non-legitimate dimension

This dimension of internal politics in organisations is also referred to as extreme 
political behaviour because it usually involves breaking the “rules of the game”. 
People who practise this kind of politics are usually said to play “hard ball”. This 
uncompromising attitude is characterised by activities such as sabotage, symbolic 
protests by wearing unorthodox clothing or protest buttons, and employees from 
the same group reporting sick at the same time.

The negative or nonlegitimate dimension of politics in organisations is furthermore 
characterised by excessive pursuit of self-interest, an asocial urge to dominate 
others, a tendency to view most work situations in a winlose context, and an 
overwhelming use of fighting tactics such as secrecy, surprises, secret agendas, 
withholding information and deception.

Internal politics in organisations may be considered to be largely positive and 
legitimate. The reason for this is mainly pragmatism. The extreme forms of negative 
or non-legitimate political behaviour may lead to dismissal of those involved. Serious 
action will undoubtedly follow if it should prove that those involved did not have 
the necessary power and support.
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10.7.4 The realities of internal politics in organisations

The presence of internal politics in organisations is a fact of life. Those who wish 
to deny it are living in a dream world. It may be asked whether it is at all possible 
to have an organisation that is free of politics. It may be possible, but it is highly 
unlikely, as you will see in the discussion below. Internal politics in organisations 
have two dimensions to which we need to pay attention.

10.7.4.1 The composition of organisations

The mere fact that organisations are composed of a variety of individuals and groups, 
each with their own value system, goals and interests, provides the basis for conflict 
and internal politics. Conflict arises mainly from the allocation of limited resources 
to the various individuals and groups.

10.7.4.2 Conflict over the allocation of resources

The resources referred to include financial resources, allocation of accommodation, 
responsibility for projects and salary adjustments over which workers may differ 
and which can cause conflict. If resources were unlimited, there probably would 
be no conflict and all individuals and groups would be able to achieve their goals. 
However, because resources are limited, it is not possible to meet everyone’s needs. 
When resources are allocated to benefit one individual or group, other individuals or 
groups usually regard this as something that happened at their expense, regardless 
of whether it is true or not.

In addition, the “facts” upon which the allocation of resources in organisations is 
based are also open to interpretation by individuals and groups. This is probably 
one of the main reasons for internal politics in organisations. Another problem 
with the allocation of resources relates to the criteria for performance assessment. 
For example, what is good performance, what does adequate performance mean, 
and what is unsatisfactory performance?

There are also problems relating to human resources. Who should be appointed and 
promoted when two candidates are equal in all respects? Internal politics flourishes 
in this vast, ambiguous and dubious area where facts cannot bring clarity. Each 
individual or group will want to further their own interests.

10.7.4.3 Decision-making

Most decisions in organisations are made in an ambiguous or dubious environment 
where the facts are seldom completely objective and may usually be interpreted in 
different ways by various individuals and groups. Individuals and groups will use 
any influence at their disposal to colour the facts to suit their own objectives.

10.7.4.4 Objectives

The objectives of the organisation should be absolutely clear. Various individuals 
and groups with different priorities support the objectives. If the organisation’s 
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actions are completely rational, there will be consensus on the nature and priority 
of the various objectives.

10.7.4.5 Power

According to the rational view, power stems from the position of the individual in the 
hierarchy. In contrast, the political view of power in organisations holds that power 
stems from the control of the individual or group over resources and information. 
Power can also be derived from any particular skill or knowledge that individuals 
or groups have at their disposal when making strategic decisions. Power is therefore 
spread throughout the organisation.

10.7.4.6 Uncertainty and information

According to the rational view, workers are only marginally or even moderately 
uncertain about their activities, and such uncertainty can be overcome by finding 
enough information. From the perspective of internal politics, uncertainty in 
organisations is problematic in that it is pervasive and cannot easily be reduced 
simply by searching for information. It may not even be clear which information is 
needed. Another problem, since information is related to power, is that individuals 
and groups who have information may withhold or distort it in order to maximise 
their own interests in a matter.

To answer the question whether an organisation free of politics is possible, we can say 
“yes, provided the following requirements are met”: All members of the particular 
organisation must pursue the same goals and interests, resources must be adequate, 
and the outcome of the organisation’s operations must have realised its objectives. 
However, this does not describe the organisations in which most of us work.

In conclusion, internal politics in organisations relates to decisionmaking, the 
allocation of scarce resources and the resolution of conflict. These are the areas in 
which the various individuals and groups in organisations “win” or “lose”. This 
is where the resources are distributed and the objectives decided. The pursuit of 
nonsanctioned organisational objectives or the use of non-sanctioned organisational 
resources, power and information creates a negative impression of organisational 
politics. The “political climate” in an organisation can be understood by studying 
the methods whereby resources are allocated, conflict is resolved, decisions between 
alternatives are made, and objectives are formulated.

Source: Frank & Ernest (December 6, 1999)

© Thaves / Distributed by United Feature Syndicate, Inc
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Frank is being very positive, but many key workers are left out of the decision-
making process. Are you included in the decision-making process at work? Does 
this management cartoon make you laugh out loud? What is the ideal situation for 
decision-making and how should one manage conflict in the group decisionmaking 
process?

10.8 Conclusion

This study unit has examined the role of groups in organisations. We started by 
considering the differences between groups and teams, and followed this by a 
description of the various types of groups. We mentioned two types, namely formal 
groups and informal groups. We also looked at the reasons why individuals join 
groups. We then examined the role of groups in decision-making and highlighted the 
advantages and disadvantages of group decision-making compared with individual 
decision-making. Where there are groups and teams in a workplace, conflict always 
arises, and we looked at conflict and conflict negotiation. Conflict between groups 
and teams gives rise to internal politics in organisations. We defined internal politics, 
analysed its description, and looked at the dimensions and realities of internal 
politics in organisations.

10.9 Self-evaluation

The questions below are intended for self-evaluation and must not be submitted 
for marking:

1. What are the differences between groups and teams?
2. Describe the types of groups found in organisations.
3. What are the reasons why individuals elect to join groups?
4. Describe the role of group decisionmaking in organisations by referring to 

the following:

 – advantages of group decision-making
 – disadvantages of group decision-making
 – efficiency and effectiveness of group decision-making

5. Write an essay on conflict negotiation in organisations.
6. Describe the role of internal politics in organisations.

In this theme we studied the dynamics in/of organisations. In the various study 
units we looked at issues such as power and authority, perspectives on power, the 
role of communication and the role of groups in organisations. In the next theme 
we continue our study of organisations by examining the way organisations change 
and develop.
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4Development and change

OVERVIEW

In the previous theme we studied the dynamics in/of organisations. In this theme 
we will study the important issues of development and change in organisations. We 
begin by explaining certain concepts that are related to development and change and 
then we examine the important question of who is responsible for bringing about 
change in organisations. We go on to discuss what is meant by the management of 
change and how it is undertaken.

KEY QUESTIONS

Let’s begin by considering what knowledge you should acquire in your study of 
development and change in organisations. I should think that the ability to answer 
the following questions would be very useful to us and to the public manager:

 – What is the meaning of particular concepts and who is responsible for change?
 – Who manages change and what does the process of change mean?
 – What do you think?

KEY CONCEPTS

I should think that in order to understand what development and change in 
organisations involve, the meaning of the following concepts must be clear:

 – development, change, innovation and repositioning
 – management and the process of change

Do you agree with me? What would you like to add?
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responsibility for change

You could consult the following books as supplements to the study guide:

Fox, W. 2006. Managing organisational behaviour. Cape Town: Juta.

The following chapters may be important to you as you work through this study unit:

 � chapters 13–15

Werner, A. 2010. Organisational behaviour: a contemporary South African perspective. 
Pretoria: Van Schaik.

The following chapter may be important to you as you work through this study unit:

 � chapter 14

SPECIFIC OUTCOME 4

You are able to display detailed knowledge of development and change in public 
sector organisations.

11.1 Introduction

We start this study unit by considering the meanings of concepts relating to 
development and change in organisations, including concepts such as change, 
development, innovation and repositioning. We also determine who is responsible 
for creating an environment for change.

11.2 Explanation of key concepts

The literature uses four key concepts in referring to change in institutions. Apart from 
the changes themselves, the concepts of development, innovation and repositioning 
are used. We describe the meanings of these four concepts below.

11.2.1 Change

Change simply refers to movement away from the present situation, thereby changing 
the status quo. Institutions that are consistently efficient in delivering services have 
the ability to adapt to changing circumstances. Changes may either be sudden, or 
they may be planned.
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The aim of planned change is to allow institutions to remain viable. Current products 
and services have a limited “shelf life” and can become obsolete. Competitors may 
release new goods or services to the market, so that institutions that do not change will 
be left with products and services for which there no longer is a market. For example 
typewriter manufacturers have had to switch to manufacturing personal computers 
in order to remain viable. There are many examples of institutions that did not 
survive because they were unable to adapt to changing circumstances. Because 
institutions are open systems and are not static, they need to develop mechanisms 
to provide for planned changes. Where changes have been planned and are proactive 
and deliberate, the process of managing change comes into play.

11.2.2 Development

In relation to individuals, development refers to their progress following training. 
Individuals cannot develop unless they feel the need to, and individual development 
does not happen all at once – it is an ongoing process. Only when individuals are 
self-motivated to develop continually can they adapt to changing circumstances. 
Development is therefore the continuation of education and training in order to 
maintain a satisfactory level of experience and skills as well as the desired attitude 
to advance to the upper levels in the hierarchy of management.

Development may also be explained as a state of growth or progress, relating to 
both individuals and institutions. Organisational development refers to long-term 
efforts by an institution to resolve its problems, to improve and to deal with change.

11.2.3 Innovation

Innovation is the third concept that relates to development and change. Following 
our discussion above, we may ask whether innovation and change are one and the 
same. We analyse this question below.

Most of the activities found in an institution are not innovative, but are controlled by 
existing programmes. We need to distinguish between decisions made regularly and 
repeatedly during the daily activities of an institution, and those decisions that are 
new, unusual and nonrepetitive for the institution. In the former situation, decisions 
are based on standardised procedures, and this is known as programmed decision-
making. In the latter case, standardised procedures make little or no provision for 
the decisions, and this is known as non-programmed decision-making. It is the duty 
of management to ensure that standardised procedures are laid down for each new 
task, to adapt the organisational structure so as to allow for such innovation, and 
to substantiate decisions made in that regard.

Actions may be regarded as innovative if they meet the following two criteria:

1. Such actions should firstly involve decisionmaking on how to approach a new 
problem. In other words, a solution to the problem should be found, which 
means that those involved need to undergo a learning process.

2. A new programme to overcome the problem should be introduced. The 
motivation to do so may come mainly from the institution itself, after 
having systematically investigated the environment and carefully considered 
environmental implications.

DEVELOPMENT AND CHANGE
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The need for innovation is present at all levels of the hierarchy, but it does increase 
as the individuals involved move up in the hierarchy. One of the main features of 
innovation is that the individual takes the initiative to introduce programmes and 
activities to resolve problems. The point in an individual’s career at which he or she 
reaches the level where innovative responsibilities become critical is important. The 
skills that the individual has displayed up to that point are no longer adequate. He 
or she has to learn new techniques and procedures.

The classical theory of rational decisionmaking is not of much use when it comes to 
innovative decisions. A new theory is necessary to include the obvious characteristics 
of creative problemsolving. Such a theory should relate to a decision-making 
process which includes the following characteristic features of non-programmed 
decision-making:

 � Alternative actions are no longer laid down, but have to be found.
 � One of the main components in the decision-making process is to weigh the 

consequences of each alternative.
 � This often involves a search for an acceptable alternative rather than the best 

alternative. Classical decision-making theory is aimed at a “satisfactory” solution, 
whereas a theory for innovation would be aimed at optimisation.

 � Problem-solving is not aimed only at the search for alternatives, but also searches 
for problems as such.

Anything that is different from that which exists represents change. In contrast, 
innovation represents the acceptance of new ideas by the particular institution. 
By definition, any innovation is change, but not all changes can be regarded as 
innovations. An innovative change enters a new field for the particular institutions 
and represents a greater threat to members of the institution. Clearly, employees will 
be more opposed to the implementation of innovations than to the implementation of 
change. We can use the following example to explain the difference between change 
and innovation. If a car manufacturer changes an existing model by designing 
new bodywork and installing air conditioning, while the rest of the car remains 
mechanically unchanged, it can be regarded only as a process of change. However, 
if the manufacturer decides to redesign the model by replacing the mechanics with 
an electrically driven engine, it can be regarded as innovation. Why? Because he 
will be creating an entirely new product. All that it will have in common with the 
previous product is that it is a vehicle. Its power mechanism, maintenance and the 
manufacturing process itself will be drastically different.

Innovation has both a technological and an administrative dimension. The first, as we 
have seen in the above example, consists of new machinery, techniques, equipment 
or systems to bring about change in products or services or in the manufacture or 
delivery of such products or services.

Administrative innovation consists of changes to the organisational structure of an 
institution or to its administrative processes. Introducing flexitime for the employees 
of an institution is one example. The strategy of an institution will determine the 
importance of innovation.

In other words, innovation refers to the introduction of novelties, mainly new 
approaches to goal realisation and the subsequent actions aimed at realising the 
(government’s) objectives.
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There are two approaches to innovation in organisational arrangements in the public 
sector. The one is a change in circumstances that includes the entire environment, as 
determined by the place and time in which government activities take place. Examples 
include technological development (referred to above), population growth and 
urbanisation. The second approach demands that innovation contribute to adapting 
organisational arrangements in accordance with changing circumstances, which 
means that such arrangements have to contribute to a change in the environment 
in which the institution operates.

11.2.4 Repositioning

The concept of repositioning is often used in the media to refer to planned changes to 
the way in which institutions operate. Strategies, formal structures and organisational 
cultures in institutions may have to be modified or changed completely. One example 
is the social and political change that has taken place in the Republic of South Africa 
since 10 May 1994 and the consequent changes in the structures of government 
institutions at all three levels of government.

Next we look at the people who are responsible for creating an environment for 
change.

11.3 Responsibility for creating an environment for change

It is the responsibility of the chief executive officer (CEO) and the management of 
any institution to create an environment in which creative problemsolving can take 
place efficiently. For this to happen, there are two requirements – management’s 
own time budget and the techniques that are necessary to accommodate innovative 
activities in the organisational structure.

In time, all CEOs are faced with activities that have become a matter of routine, and 
they should use a process of delegation to rid themselves of such activities. Initially, 
it may not be possible to delegate an activity because it is new and the CEO has to 
deal with it personally, but as soon as it becomes a routine task, it should be delegated 
to subordinates. Unless they deliberately do this, CEOs appear to find it difficult to 
free themselves of routine activities in institutions in order to concentrate on non-
programmed activities. In addition, they have to be mindful of “Gresham’s Law”, 
which states that performing routine activities dissipates creative thinking. If CEOs 
do not deliberately allow time for innovation, they will spend all their available time 
on performing routine tasks.

CEOs may facilitate their innovative response to stimuli from the environment by

 � setting aside members of staff in the institution to serve as “radar networks” for 
receiving impulses from the environment

 � appointing individuals and creating units in institutions to undertake long-term 
planning

 � ensuring that adequate technical skills are available in institutions for developing 
new programmes where this proves necessary

The nature and suitability of the information, planning and facilities of institutions 
for developing new programmes are important to decisions about the direction in 
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which the institution will develop and the way in which it will respond to stimuli 
from the environment.

Control of the above is the most powerful tool at the disposal of CEOs to influence 
the development of their institutions and act innovatively. The success of their actions 
will be determined by the way in which they introduce the tasks, objectives and 
aspirations of their institutions to their subordinates at all levels of the hierarchy.

What can CEOs and management in general do to manage change? The next study 
unit deals with managing change.

 11.1 

18After working through this study unit and study guides 2 and 3, you should be able to 
answer the following questions:

1 Which of the actions of PALAMA (NSG) can be regarded as change, as development, 
as innovation and as repositioning?

2 What opportunities for innovative action exist in the department where you work or 
the institution where you are studying?

3 Are there opportunities for the creation of a climate for change in PALAMA (NSG)?

FEEDBACK

I would answer question 1 as follows. Minister Baloyi stated as follows:

PALAMA (NSG) has a central role to play in building the capacity of the public sector 
to perform more effectively and with care. In line with the new priorities of government 
which are outcomes-based, PALAMA needs to inculcate the attributes, values, ethos and 
service culture that supports the implementation of government’s developmental agenda. 
This means that PALAMA must train and develop public sector cadres who care, lead, 
serve and deliver. Such public servants will support, build and enable citizens to engage 
and receive good quality, relevant services. They will build trust and create public value.

PALAMA was established in August 2008 with the mandate to train the public sector and 
improve service delivery by developing the knowledge, skills and attitudes of public servants. 
The first financial year of the establishment of PALAMA led to a 45 percent increase in the 
number of person training days provided to public servants. Other improvements included 
an increasing number of public servants, women in particular, completing management 
development programmes and an increased availability of more relevant and responsive 
training programmes linked to government priorities. This process of further transformation 
will lead to the development of a bold new strategy aimed at fast-tracking the capability 
of the public sector to deliver. PALAMA has also made great strides in terms of gender 
mainstreaming. In this statement there are numerous examples of development, innovation 
and repositioning.

I would answer question 2 as follows. Following the merger between the old University of 
South Africa, Vudec and the former Technikon SA, innovative action had to be taken in 
order to achieve the goals of the new institution. Courses had to be rationalised to eliminate 
duplication and new courses created to adapt to changed circumstances.
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I would like to answer question 3 as follows. Departmental regulations require officials to 
make suggestions for improved service delivery.

Do you agree with me? What would you like to add?

11.4 Conclusion

In this study unit we explained key concepts such as change, development, 
innovation and repositioning. We also looked at the people responsible for creating 
an environment for change in institutions. When chief executive officers perform too 
many routine activities, they do not have enough time to pay attention to innovative 
activities. We have also considered some steps that they could take to guard against 
this and to allow time for responding positively to stimuli from the environment.

11.5 Self-evaluation

The following questions are for self-evaluation and must not be submitted for 
marking.

1. Write notes on the following:
 – change
 – development
 – innovation
 – repositioning

2. Explain the differences between the above four concepts.
3. How can the management of an institution create an environment for change?
4. Is it solely the responsibility of management to deal with possible change in 

institutions? Explain your answer.

In this study unit on development and change in organisations we asked certain 
key questions and studied certain key concepts. In the next study unit we look at 
the responsibility of management to effect change.

DEVELOPMENT AND CHANGE
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1212Management and the process of 
change

12.1  Introduction

In the previous study unit we asked certain key questions and studied key concepts 
related to development and change in organisations. We continue our study of the 
topic by noting management’s responsibilities in the change process. Matters to be 
studied are the management of change, steps in the change process and obstacles 
to change. We turn our attention to the management of change.

12.2 Managing change

As we have seen in the previous study unit, proper management of change, including 
development and innovation, is important. Change cannot be allowed to happen 
randomly. Public institutions such as government departments must accept the 
inevitability of change. Changes are necessitated by environmental factors or the 
operation of the internal dynamics of the institutions themselves. Proactive action 
by institutions is essential for long-term survival in a nonstatic environment. 
Change is dynamic in nature and a management process that makes provision for 
rationalisation and structural changes is essential to allow change to take place in 
an orderly manner. Efficient change requires insight into the nature and scope of 
change and into the manner in which it is to be implemented.

What does managing change mean and how is this done? Firstly, managing change 
refers to both a proactive and a reactive process aimed, for example, at adapting 
the objectives of the particular institutions to a changing environment. Attention 
should also be paid to the requirements for efficient change management, to the 
internal arrangements for managing change and to assessing the efficiency of 
institutional change.

12.2.1 Requirements for efficient change management

Efficient change management requires

 � understanding of the current conditions
 � a vision of the future state of affairs
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 � adjustments in the particular institution to move from the current to the desired 
future state of affairs

Major changes in institutions can take place in response to inputs from the 
environment that affect the output of goods and services. Changes may take place 
when, for example, interaction between the environment and the institution is no 
longer efficient and it is decided that the institution should adapt. Institutions survive 
because they are able to adapt to changes that occur within the environment at a 
particular point in time. Institutions also have to take account of the values, norms 
and standards of the community when implementing changes.

12.2.2 Internal arrangements for managing change

The following internal arrangements are necessary as a foundation for managing 
change.

12.2.2.1 Developing and presenting a clear vision of the future

It is difficult for an institution to move in the direction of a desired future state if 
those involved do not have a clear picture of the required situation or condition. 
Managers should provide adequate information to reduce or eliminate uncertainty. 
They should especially clarify how the changes will affect each individual employee.

12.2.2.2   Efforts to change behaviour and attitudes

It is important that public managers realise how changes will affect the behaviour 
and attitudes of employees. It is in their own interest to employ all available means 
to break down possible resistance to change and to instil positive attitudes in 
employees. For example, they may modify the duties and tasks of employees, 
change the organisational structure, and perhaps also make additional channels 
of communication available.

12.2.2.3  Arrangements for transitional measures

Because any change will alter the current state of affairs, the following special 
arrangements should be made:

 � Someone should be appointed to act as transitional manager or coordinator.
 � Specific means, such as a budget, time and personnel, should be made available 

to facilitate the transition from the old to the new dispensations.
 � A transitional plan should be drawn up.

12.2.2.4   Provision for feedback on the transitional phase and evaluation 
of results

The following methods may be used to provide feedback to interested parties:

 � Formal methods may be followed, involving techniques such as individual and 
group interviews, information gathering, surveys or information obtained 
during meetings.
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 � Informal contact may be established between management and individual 
employees.

 � Direct participation of representative groups in planning, implementing and 
monitoring the process of change may be effected.

12.2.2.5  Adjustments in the management process

The success of change management is based on an adaptable and appropriate 
management process. The following considerations may determine whether a 
transition will be efficient:

 � The change management process should be divided into a number of shorter, 
smaller and more manageable components. This will allow for incremental 
change aimed at the future.

 � When uncertainty is high due to changes, coordination between those who 
manage the process and the source of change is very important, and the free 
flow of information becomes essential. The flow of information within the 
institution should be increased significantly, especially between management 
and the employees. This will put management in a position to manage the 
consequences of change.

12.2.3 Assessing the efficiency of institutional changes

Institutional changes can be regarded as efficient when

 � movement away from the present to a desired future situation has taken place
 � action by the institution in the future situation creates satisfaction among its 

clients and increases support
 � the transition from the old situation to the new situation has not been accompanied 

by excessive costs, poorer delivery of goods and services, and resistance
 � the transition is taking place without undue inconvenience to individual 

employees and clients

We now turn our attention to the important matter of the steps in the process of 
change.

12.3 Steps in the process of change

The literature refers to the following phases and steps in the process of change as a 
process of unfreezing the current situation, making changes to bring about a new 
situation, and refreezing the new situation.

12.3.1 Unfreezing the current situation

Unfreezing refers to the preparations that have to be made with a view to making 
the changes. Two steps are necessary during this phase of the process, namely 
identifying the forces for change and possible obstacles in the process of change.

12.3.1.1 Identifying the forces for change

Forces that support or oppose the change can arise both inside and outside the 
particular institution. Once it is realised that changes are essential, information 
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must be gathered to identify the forces for change and their impact on the process. 
Moreover, political, social and economic changes lead to organisational change. 
Institutions themselves may effect a change in policy, products or service delivery or 
introduce changes in their organisational structures or in operational procedures.

12.3.1.2  Identifying possible obstacles

To identify obstacles, attention should be paid to areas in which changes are possible 
and to symptoms that may be indicative of future obstacles. The causes rather than 
the consequences of obstacles should be identified.

12.3.2 Changing to a new situation

Change refers to people, structures and technology adapting to new circumstances. 
The steps necessary to bring about change include identifying change alternatives, 
restrictive factors that affect change, and resistance to change.

Once the forces of change and their effect have been taken into account, it is necessary 
to identify alternative developments for the public institution. This matter should 
be approached prudently. Rapid changes that have not been preceded by proper 
unfreezing may give rise to resistance. All possible alternatives should be considered.

It is necessary to analyse restrictive factors such as different management styles, 
organisational structures and cultures in order to determine their effect on existing 
structures, strategies and systems. In addition, it is essential to select alternatives 
or a method of change in order to find a suitable strategy for implementing change.

It is important to overcome resistance to change. Resistance and change go hand in 
hand. The way in which employees will respond to change depends on the extent 
to which participative management has taken place.

12.3.3 Refreezing

During this phase the momentum of change is sustained. Positive results achieved 
during the transitional phase from the old to the new are refrozen and sustained. To 
implement and monitor the change strategy, certain criteria for assessing its success 
are necessary. Such criteria should supply information on the cost and benefit of 
the changes as well as the adjustments that need to be made over time. Inadequate 
refreezing may result in changes not being fully implemented. What are the obstacles 
that may arise during the process of change? We consider this question below.

12.4 Obstacles in the process of change

We have already mentioned resistance to change as a possible obstacle in the process 
of change. The question is how does such resistance manifest in practice? Efficient 
change has to satisfy two requirements. Firstly, the nature and scope of the changes 
must be clear. Secondly, the implementation of the changes must be clear. The people 
who introduce the changes in institutions should have a clear picture of the obstacles 
in the way of change and their causes before they start looking for solutions. The 
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literature mentions three obstacles in the path of organisational change, and we 
describe these below:

12.4.1 Power and the exercise of power

Public institutions find themselves in a political environment made up of individuals 
and groups competing for power. Political behaviour in public institutions is a 
fact and is a natural phenomenon. Political dynamics also become more intense 
during periods of change owing to the uncertainty that prevails. Uncertainty causes 
confusion, which leads to increased political activity. Individuals and groups then 
react according to their perceptions of how the changes affect their power in the 
institution. They also become involved for ideological reasons, especially where 
changes do not correspond with their values. An example that springs to mind here 
is the current debate and constitutional court case on the legalisation of abortion 
on demand.

12.4.2 Resistance to change

For changes to be implemented successfully, it is necessary to reduce or even eliminate 
resistance to such changes. Change implies a movement away from the familiar to an 
unfamiliar environment. A natural response is for employees to become uncertain, 
because they do not know whether their services will still be required in future and 
whether they will be able to adapt to the changed conditions. Think of the affirmative 
action programme in the South African public service and how it affects older white 
(male?) officials in particular. If no effort is made to manage resistance to change, 
the levels of stress and anxiety among employees will increase. This will lead to poor 
job performance, resistance to the intended changes and irrational behaviour. The 
following factors may increase resistance to change:

 � lack of understanding of, and consequent failure to satisfy the psychological and 
social needs of employees

 � lack of consideration of technological needs
 � fear of the unknown
 � need for security
 � absence of any need for change
 � erosion of established interests
 � contrasting interpretations of the facts
 � bad timing
 � lack of resources for implementing changes

12.4.3 Organisational control

One cannot deny that change disrupts the normal course of events in any organisation 
and undermines the existing systems of control. In times of change, formal systems 
of control may become irrelevant or even inappropriate. There is a danger that control 
over the activities of institutions will disintegrate. It is necessary to introduce steps 
to prevent this from happening.
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 12.1 

19After having worked the relevant sections of this study guide and study guides 2 and 3, you 
should be able to answer the following questions:

1 Which activities in PALAMA are aimed at managing change?
2 Which activities in PALAMA, in the department where you are employed or at the in-

stitution where you are studying indicate that steps are being taken to manage change?
3 Which forces oppose the process of change in the department where you are working 

or the institution at which you are studying?

20

21@ 2004 by Randy Glasbergen
22www.glasbergen.com

23Why is innovation and creativity necessary for change?

12.5 Conclusion

This study unit discussed change management by looking at the requirements for 
efficient management and internal arrangements and assessing the efficiency of 
institutional changes. Managing change entails a particular process. This process 
consists of unfreezing the current situation, making changes to create a new situation, 
and refreezing the positive results achieved during the transitional period from the 
old to the new situations. Managing change also has to deal with obstacles. The 
obstacles that we identified related to power and its use, resistance to change, and 
problems that may arise in organisational control over activities during the transition.

DEVELOPMENT AND CHANGE
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12.6 Self-evaluation

The following questions are intended for self-evaluation. Do not submit your answers 
for marking.

1. Write an essay of not more than eight pages on change management.
2. What are the requirements for efficient change management?
3. Name the internal arrangements that are necessary for managing change.
4. How can one assess the efficiency of institutional changes?
5. Describe the steps in the process of change.
6. Describe the obstacles that may arise during the process of change.

In this theme on development and change in organisations we studied certain 
concepts and noted that management is responsible for bringing about change. 
Secondly, we noted how the process of change is managed. In the following theme 
we will study organisations and the environment and note the influence of the 
environment on organisations.
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5Organisations and the environment

OVERVIEW

In the previous theme we noted the developments and changes in organisations. 
In this theme we will study organisations and their influence on the environment. 
The influence of the environment on organisations is also studied.

KEY QUESTIONS

Let’s take a look at the knowledge that you and I and the public manager require in 
order to make a study of organisations and the environment. I would say that the 
following questions are important:

 – What do particular concepts mean?
 – What is the external environment within which institutions find themselves?

KEY CONCEPTS

To understand the relationship between organisations and the environment, you 
should be able to explain the meanings of the following concepts:

 – environment, resources and scenarios
 – external environment

Is there anything you would like to add?
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1313Definitions

You could consult the following book as a supplement to the study guide:

Fox, W. 2006. Managing organisational behaviour. Cape Town: Juta.

The following sections may be important to you in your work on this study unit:

 � section 4.2
 � subsection 4.2.2
 � section 4.4
 � subsection 5.9.3.1
 � section 7.3
 � subsection 9.2.3
 � section 11.4
 � section 15.3

SPECIFIC OUTCOME 5

You are able to reflect on the importance of organisations and the environment and 
show an understanding of various scenarios.

13.1 Introduction

Before you start work on this study unit, you should read study unit 2 carefully again, 
especially the sections on open and closed systems that relate to the discussion in 
this study unit. You should also know the meanings of organisation and institution 
as described in study unit 1.

We begin this study unit by looking at the meanings of the concepts of environment, 
resources and scenarios. We examine the general and specific external environments 
in which institutions find themselves, as well as the meaning of domain and the 
need for resources for institutions. We also discuss the particular methodology 
to be followed in preparing scenarios. We conclude by describing the purpose of 
scenarios and scenarios as radars and simulators of the future. The next step, then, 
is to examine the meaning of the concept of environment.

13.2 Environment

The literature contains an abundance of definitions for the concept of environment. 
These definitions are characterised by their emphasis on factors outside the particular 
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institution. In terms of the way it is usually defined, the environment consists of 
everything outside and inside the institution or organisation itself. This implies the 
existence of both an internal and an external environment. This study unit looks 
at the external environment. The external environment of an institution has been 
described as follows: if the universe is regarded as a whole and the sub-system that 
represents the particular institution is subtracted from the whole, whatever remains 
represents the external environment of the particular institution. It is not quite so 
simple, however, as we need to distinguish between the general and the specific 
external environments of institutions.

The distinction between the general environment and the specific environment is 
also relevant as far as the influence of the environment is concerned. The general 
environment includes economic factors, political conditions, the social milieu, the 
judicial system, ecological circumstances and the cultural environment. In other 
words, it includes those conditions that may affect the institution, although their 
relevance may not be clear. The following example illustrates the general environment 
and its influence.

Because of certain technological shortcomings, the manufacture of electrically 
powered vehicles is currently not a threat to existing vehicle manufacturers. 
Technological advances in manufacturing electrically powered vehicles may make 
them a threat in future. If this happens, the existing vehicle manufacturers will 
have to take steps to deal with the challenge in order to ensure their future growth 
and profitability. At present, therefore, the impact of electrically powered vehicles 
is only potentially relevant to the vehicle manufacturers. We could say that the 
environment has an effect on all institutions and that the general environment 
merely has the potential to influence certain institutions at a given time or place. 
As a result, institutions pay attention mainly to their specific environments.

The specific environment is that environment which relates directly to an institution 
and which affects the achievement of its objectives. At any point in time, it represents 
that part of the environment in which management has a direct interest because 
it contains the critical combinations of factors that can affect the efficiency of the 
institution positively or negatively. These factors are unique to any institution 
and change constantly. They include the particular institution’s clients, input 
suppliers, competitors, government institutions that control the activities of the 
particular institution, trade unions and pressure groups.

To explain the distinction between a general and a specific environment, we look 
at the following example. The National Union of Mine Workers of South Africa 
(NUM) is located in the specific environment of mining companies, but in the 
general environment of the vehicle manufacturers. Do you agree?

Another point to consider in relation to the specific environment is the question of 
domain. Domain refers to the claim staked out by an institution in relation to its 
range of products or the services that it delivers and the market that it serves. The 
domain therefore represents the niche or place in the market that the institution aims 
to serve. The following practical example illustrates this meaning. Universities and 
universities for technology both represent public institutions for higher education, 
but their teaching differs and they attract different segments of the market for 
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higher education. The two types of institution have therefore identified two different 
domains to utilise.

It is important to take note of the concept of domain because it represents those areas 
in which institutions are dependent on their specific environments. If the domain 
changes, so will the specific environment. The next practical example illustrates 
this concept. Prior to and during World War II the German aircraft manufacturer 
Messerschmitt concentrated mainly on manufacturing fighter planes. After the 
war, its specific environment and its domain changed when the manufacture of 
weapons generally, and aircraft in particular, was temporarily halted in Germany. 
To survive, the company turned to manufacturing micro-motorcars.

The next topic that we will discuss is the role of resources from the external 
environment.

13.3 Resources

Why are resources essential and what does the term mean? The ability of an institution 
to deliver particular products and/or services to the public is determined largely by 
the availability of resources. Therefore the internal operations of an institution are 
determined by the availability of resources such as raw materials, equipment, labour 
and capital. It is important for the management of any institution to be aware of 
the strengths and weaknesses of the institution in terms of available resources, so 
that it can make the necessary strategic adjustments in good time.

13.4 Scenarios

Before we study this section, let’s return to the section on strategy in study unit 3 in 
theme 2. Then we should look at the methodology followed in developing scenarios 
for the future, and the purpose of scenarios for predicting the future.

13.4.1 Methodology in developing scenarios

Scenarios of the future relate to a desired state of affairs; in other words creating 
such scenarios is a process of thinking about the future. The world offers a universe 
of possible futures, any one of which may materialise. The following is an example. 
In preparing the annual budget, the Minister of Finance may estimate a gold price 
for the next year at R100 above or below the current price. As a long-term estimate, 
with a view to future budgets, he or she may estimate the gold price at R1 000 
above or below the current price. This example applies to virtually all parameters. 
Nothing about the future is certain when it comes to estimates, and it is impossible 
to eliminate uncertainty by means of analyses, regardless of how accurate they may 
be. It is also impossible to research any issue so thoroughly that management can 
be confident about making precise predictions. Developing scenarios involves three 
steps, and these will be discussed below.

The first step in preparing scenarios of the future is to limit the number of future 
possibilities. This is done by drawing up rules of the game. As an example we can 
look at the rules that apply in any sport. Both rugby and cricket have rules. It seems 
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improbable that a rugby match and a cricket match would end with the same 
score, and yet it often happens. In the public sector, each government institution 
is committed to specific rules of the game in relation to the future. The second step 
is to identify the key uncertainties in relation to the future. In 1994, the Republic 
of South Africa experienced a successful political transition. A key uncertainty for 
the future would be whether the right economic decisions will be made. The third 
step is to describe the scenarios that arise when combining the rules of the game 
and the key uncertainties.

In a nutshell, scenarios represent what could happen and are not predictions of what 
will happen – predictions relate to the wishes and desires of those involved. A scenario 
is therefore more objective than a prediction, which is of a more subjective nature. 
Now that we have studied the way scenarios are created, let’s examine their purpose.

13.4.2 Purpose of scenarios

Why do we think of the future in terms of scenarios? One explanation is that we 
need to think of the unthinkable that may happen before it does happen – both in 
a positive and in a negative sense. For example, a disaster may take place because 
previous successes make us lose sight of possible alternatives (such as failure). Think 
of the passenger ship Titanic that sank on her maiden voyage. Nobody considered 
the scenario that the ship could sink – not the engineers who designed it without 
providing enough life boats, and not the commander who ignored three warnings 
that there were icebergs in the vicinity but sailed full-steam ahead to reach his 
destination on schedule. Moreover, none of the passengers complained prior to the 
disaster that no safety evacuation drills had taken place on the ship. As a result, it 
appeared after the disaster that most life boats had been only half full. In addition, 
the commander of the Californian, which was in the vicinity of the disaster and 
which could very likely have prevented the enormous loss of life, assumed that the 
emergency signal from the Titanic was a flare fired during an exuberant celebration! 
Finally, the chairman of the White Star Shipping Line, the owners of the ship, said 
during the investigation into the disaster that the ship itself was a giant life boat 
and that it was unsinkable. Scenario thinking could have prevented the tragedy 
(or reduced the number of fatalities) if the commander had reduced speed and 
changed course.

Scenario thinking in a positive sense took place in 1986 when it addressed the 
unthinkable in relation to South Africa. The scenario was as follows: What would 
happen if all South Africans were to sit round a negotiating table and consider a new 
constitution as an alternative to war? At the time, the citizens in general regarded 
this as unthinkable. What would happen if the international community were to 
lift sanctions against the country? How could the economy compete in the global 
markets? By asking questions, the unthinkable idea of a positive future was changed 
to possibilities at a time when thinking about the country and its future was largely 
negative, not only here but also abroad. Support for the idea was generated, and 
something that started as a small dot on the perimeter of a “radar screen” soon 
became brighter and took a central position in the thoughts of decisionmakers. Many 
people regarded the release of Nelson Mandela and the first democratic elections in 
South Africa as a miracle. The scenario had not only captured the miracle, but had 
set down the steps required to bring it about. This would have been impossible to 
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achieve without predictions and strategic planning. This brings us to the importance 
of scenario thinking as a radar for the future.

13.4.3 Scenario thinking as a radar device

Scenario thinking for the future can be compared with radar devices in aircraft. 
Pilots not only submit their flight plans for the intended journey, but also use the 
radar in the aircraft to detect unexpected objects that may be present in their flight 
paths. In the same way, government institutions should not only have strategic plans, 
but should also have scenarios to detect deviations from the plans. Imagine how 
passengers would react if pilots were to announce that they know their flight routes 
so well that they will no longer use radar. This is the situation in many institutions. 
They have such confidence in their strategic planning that they have turned off their 
“radar” and have become oblivious to hazards in their environments.

Lastly, let’s take a look at scenario thinking as a simulator of the future.

13.4.4 Scenario thinking as a simulator of the future

The power of scenarios can also be explained as follows. Pilots train on simulators 
before undertaking real flights. By gaining experience in the extreme scenarios 
that may arise on future flights, they soon learn what they could control during a 
flight and what they could not. When extraordinary conditions arise during real 
flights, they are far more likely to make the right decisions. Scenarios can serve the 
same function for managers as simulators do for pilots. By attempting to establish 
beforehand what can happen, managers can improve their performance during crises.

 13.1 

24After working through this study unit, you should be able to answer the following questions 
about the institution where you are working or studying:

1 Which factors from the general and specific environment have an influence on the 
activities of the institution?

2 What is the domain of the institution?
3 Describe the need for resources at the institution.
4 What are the scenarios for the future at the institution?

FEEDBACK

I would answer question 1 as follows. The general environment which has an influence on 
the university where I work includes factors like the country’s economy. If the economy 
is weak, prospective students will not have the necessary funds to register. If political 
conditions are unstable, it will not be possible for students to study. The university would 
not be able to survive without the support of the government of the day, since most of its 
income comes from a government subsidy. Social conditions should be such that students will 
be able to and will want to undergo tertiary education. Regarding the specific environment, 
the university is dependent on the students who register, people who make donations to 
the university, the influence of competing universities, political office bearers such as the 
Minister of Higher Education and Training, and trade unions.
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I would answer question 2 as follows. The domain of the university where I work is 
distance education. It is the only state-subsidised university that offers undergraduate 
distance education.

Question 3 refers to resources such as trained staff, subsidies and cash donations.

In question 4 I would refer to the regular lekgotlas that the university management holds 
to talk about the future.

13.5 Conclusion

In this study unit we paid attention to the external environment, consisting of the 
general and the specific environments, in which institutions find themselves. The 
general environment is the environment that may affect institutions. The specific 
environment is the environment that is of direct importance and relevance to 
an institution in the pursuit of its objectives. The environment is unique to any 
institution and is constantly changing. Another matter to bear in mind is that of 
domain, which refers to the claims of an institution relating to its product range 
or services and its market. If the domain changes, the specific environment will 
change. Resources such as raw materials, equipment, labour and capital are essential 
for institutions to supply goods and services to the public and are derived from the 
external environment.

Scenarios relate to possible future states of affairs and represent what may happen. 
They are not predictions of what will happen. A particular methodology should 
be followed in creating scenarios. Firstly, the number of future possibilities needs 
to be limited. This is done by means of the rules of the game. Secondly, the key 
uncertainties as to the future should be determined. Thirdly, scenarios are described 
that depict the state of affairs that will arise when the rules of the game and the key 
uncertainties are combined.

The purpose of scenarios is to consider the unthinkable that may happen before it 
happens – both in a positive and a negative sense. In a positive sense, an example 
would be the political changes in the Republic of South Africa that originated in 
the minds of a number of people in 1986 as a result of future scenarios. Scenarios 
in a negative sense may be related to the sinking of the Titanic and the resultant 
loss of life because nobody had considered the possibility. Lastly, scenario thinking 
for the future can be compared with the radar systems on aircraft and the use of 
simulators in pilot training.

13.6 Self-evaluation

The following questions are intended for self-evaluation and must not be submitted 
for marking.

1. Describe the external environment in which institutions find themselves. 
In your answer you should mention the general environment, the specific 
environment and the domain of institutions.

2. Why are resources essential for institutions and what does the term mean?
3. Describe the methodology in creating scenarios.
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4. What is the purpose of scenarios?
5. Write notes on scenario thinking as radars and simulators of the future.

In the next study unit we look at the particular environments in which institutions 
find themselves and from which they receive resources. We also examine the factors 
that may contribute to the creation of scenarios for the future and that may therefore 
have an impact on the activities of institutions.
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1414External environment of 
institutions

14.1 Introduction

In this study unit we continue our study of organisations and the environment by 
looking at the external environment in which institutions and organisations operate. 
Institutions operate in a particular environment and, as we noted previously, they 
need resources from the environment in order to be able to function and provide 
goods and services for the population. In this section we pay attention mainly to the 
external environment. The issues related to the internal environment of institutions 
were described in themes 2 and 3. It would be helpful to revise those sections at this 
point. Let’s look at the rules of the game by which institutions have to play, especially 
when thinking about the future. We then discuss the following environments: the 
political environment, demography, technology, and community values, and those 
trends in contemporary society often referred to as “postmodernism”. We cannot lose 
sight of the role of scenario thinking on the future for institutions when weighing 
up the demands of the external environment and the support it provides.

The environment in which government functions relates also to the Millennium 
Development Goals (MDGs), which are eight international development goals that 
were determined at the 2000 United Nations Millennium Summit. These identified 
goals must be achieved by 2015.
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UNDP Brazil

The MDGs include eradicating extreme poverty, universal primary education, 
reducing child mortality rates, fighting disease epidemics such as AIDS, the 
improvement of maternal health; ensure environmental sustainability, the promotion 
of gender equality and developing a global partnership for development.

The Medium Term Strategic Framework (MTSF, 2012–2014) of the South African 
government is a statement of government intent which identifies the development 
challenges facing South Africa and outlines the mediumterm strategy for improving 
living conditions of South Africans. The intention of the MTSF base document is to 
guide planning and resource allocation across all spheres of government. National 
and provincial departments in particular need to develop their five-year strategic 
plans and budget requirements, taking into account the medium-term imperatives. 
Similarly, informed by the MTSF and their 2006 mandates, municipalities are 
expected to adapt their integrated development plans in line with the national 
medium-term priorities (Country Report 2010).



PUB3704/1 129

The MTSF identifies the following development objectives:

Linkage between South Africa’s national development planning and the 
MDGs
MTSF STRATEGIC ELEMENTS RELEVANT 

MDGS
 1 Strategic Priority 1: Speeding up growth and transform-

ing the economy to create decent work and sustainable 
livelihoods

MDG 1, MDG 2, 
MDG 3, MDG 8

 2 Strategic Priority 2: Massive programme to build economic 
and social infrastructure

MDG 1, MDG 3, 
MDG 8

 3 Strategic Priority 3: Comprehensive rural development 
strategy linked to land and agrarian reform and food 
security

MDG 1, MDG 2, 
MDG 7

 4 Strategic Priority 4: Strengthen the skills and human 
resource base

MDG 2

 5 Strategic Priority 5: Improve the health profile of all South 
Africans

MDG 4, MDG 5, 
MDG 6

 6 Strategic Priority 6: Intensify the fight against crime and 
corruption

MDG 2, MDG 3

 7 Strategic Priority 7: Build cohesive, caring and sustainable 
Communities 

MDG 2, MDG 3, 
MDG 7

 8 Strategic Priority 8: Pursuing African advancement and 
enhanced international cooperation

MDG 8

 9 Strategic Priority 9: Sustainable resource management 
and use

MDG 2, MDG 3, 
MDG 7

10 Strategic Priority 10: Building a developmental state, in-
cluding improvement of public services and strengthening 
democratic institutions 

MDG 1, MDG 2, 
MDG 3, MDG 8

From the above it is clear that the South African government is addressing the 
identified MDGs and also compile a Millennium Development Goals progress 
report. The most current report is that of 2010.

14.2 Political environment

Nobody would dispute the fact that public institutions perform their activities 
in a political environment. Political decisions, changes to and modifications of 
government priorities on the spending of public funds can have a significant influence 
on the ability of government institutions to provide goods and services. Consider 
the policy of supplying water to the whole population, where a lack of funds has 
delayed progress. In addition, government institutions are also dependent on their 
respective legislative institutions to pass enabling legislation in which their objectives 
are defined, and on resources in the form of trained staff and funds to achieve their 
objectives. Uncertainties about the political decisions that political office bearers 
will take and about the availability of funds make it difficult to create positive 
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scenarios on the future for government institutions. We will go on to study the role 
of demography as part of the external environment of institutions and organisations.

14.3 Demographics

For the purposes of this discussion we regard demographics as the study of statistics 
on births, deaths and diseases. Demographics provides an indication of the living 
conditions of communities. Demographics relates to people, the inhabitants of a 
country, and consists of statistics on the clients of government institutions whose 
interests are paramount. A knowledge of the demographics of a country enables the 
decisionmakers of the various state institutions to shape scenarios for the future. 
When thinking of people, one invariably thinks of population growth.

For the greater part of the time that people have existed on earth, the total world 
population was below 500 million. During the Black Death in the period between 
1437 and 1441, 75 million people or 25 percent of Europe’s population died. After 
that, the world population grew unabated, reaching the first billion at the beginning 
of the 19th century, the second by 1925, the three billion mark by 1962, four billion 
in 1975, five billion in 1986 and 5,5 billion in 1996. Medical advances are the main 
reason for this dramatic growth in the world population. Modern medicine has 
reduced infant mortality and increased the life expectancy of adults. What are 
the problems that this creates? Which factors should be taken into consideration 
in scenarios of the future? In describing this we take note of the environment, 
urbanisation and ageing, increased savings, share in world production by developing 
countries, AIDS and epidemics.

14.3.1 Impact on the environment

Together with the astounding growth in the world population, the industrial 
revolution began a process in 1750 which is continuing today. The result has been 
increased consumption of raw materials and energy accompanied by the release of 
waste products, mainly in the form of smoke and gases such as carbon dioxide. Since 
1950 this state of affairs has been aggravated by the clash of two systems – the one 
dynamic and the other static. The former is a continually growing world economy 
and the other the atmosphere. The danger lies in the fact that the air that we breathe, 
the water that we drink and the land that we cultivate are not increasing.

Since 1900, another consideration has been global warming, that is the increase in 
the earth’s temperature. This temperature has increased from 0,3ºC below the mean 
in 1900 to 0,3ºC above the mean in 1990. The mean temperature was calculated 
for the period between 1951 and 1980. Although this may not seem significant, an 
increase in the global temperature of between 2 and 3ºC will cause the water in the 
oceans to expand, the snow at the North and South Poles to melt, and the water 
level of the oceans to rise. As a result, parts of the land, for example at Plettenberg 
Bay and the low-lying islands in the Pacific Ocean will become submerged. There 
is scientific proof that the increased concentration of hothouse gases due to human 
activity during the 20th century has been accompanied by an increase in global 
temperature, although no scientific causal relationship between the two events has 
been established. Research in this regard is continuing. However, the relationship 
between different levels of carbon dioxide in the atmosphere and climatic conditions 
is clear.

ORGANISATIONS AND THE ENVIRONMENT
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Energy as a function of income indicates that the wealthier the person, the more 
energy (think of electricity and the gasses to create electricity) he or she consumes. 
Conversely, the poorer the person, the more he or she has to rely on the primary 
energy sources such as wood fuel (which pollutes the air as well). It seems unfair that 
the more affluent countries should deny the poorer countries the right to industrialise 
for fear of increasing global warming. Wealthy and poor nations are guilty of 
polluting the air. Can the poorer countries be forced to follow an environmentally 
friendlier yet more expensive path of development? What implications will this 
have for the poorer countries? Let’s take the increasing number of motor vehicles 
as an example.

It has been estimated that energy consumption in the wealthy countries and the 
former Soviet Union and Eastern bloc countries will stabilise towards the year 
2020. Energy consumption in developing countries, including the Republic of South 
Africa, will increase considerably. This is attributed to increased populations and a 
relatively low increase in the per capita income resulting in a per capita increase in 
energy consumption. Technological development may nevertheless reduce energy 
consumption. We should also bear in mind that the number of motor vehicles 
increased tenfold from 50 million to 500 million between 1950 and 1996. Developing 
countries with successful economies can expect a significant increase in the number 
of vehicles on their roads in the coming century, accompanied by increased emissions 
which will increase the hothouse effect.

More vehicles will stimulate the demand for oil – from 68 million barrels a day in 1994 
to 92 million barrels a day in 2010. The oil will come mainly from OPEC countries 
that have the largest oil reserves in the Middle East. The question is whether other 
countries will agree to such a level of dependence on oil from this region, especially 
in view of the huge oil price increases of 1973? An alternative scenario is to search 
for means to save energy in order to reduce such dependence. Using other sources 
of energy as a substitute for oil is one possible option. For this reason, electrically 
powered vehicles may become a reality far sooner than anticipated. It is ironic that 
the economy and need to reduce risks may force the world to take the first steps 
towards more environmentally friendly development.

Global warming also accelerates the spread of tropical diseases such as malaria so that 
ever more populations may be affected. The number of people at risk may increase 
from 270 million at present to more than 2 billion. On the other hand, global warming 
may contribute to governments’ raising the priority of this issue on their (policy) 
agendas. Although the world of science and its rational methods of investigation are 
important, it is the world of perception that provides the stimulus for politicians to 
formulate and implement new policies and to approve new legislation and regulations. 
Firstly, the absence of scientific certainty should not be reason enough to avoid steps 
to mitigate the harmful effects of actions. Secondly, although there is as yet no clear 
proof that greenhouse gases and aerosols are causing global warming, the evidence 
to support this is mounting. People have started using less harmful substitutes 
for CFCs, the gas used mainly in refrigerators and air conditioners, in an attempt 
to protect the ozone layer. Similarly, solutions have been found to increase food 
production to feed growing populations. Prior to the invention of motor vehicles, 
someone remarked that London will some day disappear under a mound of horse 
manure. He could not have been farther off the mark! That person assumed that the 
future would be the same as the past. In spite of enormous obstacles in the path of 
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development, human behaviour and actions will change if this becomes necessary. 
We are not going to fry as a result of the greenhouse effect – we are going to change 
by finding more efficient means, for example by converting fossil fuels such as coal 
and oil into electricity, by designing new energy-saving devices and by developing 
alternative sources of energy. In the past, solutions have been found for difficult 
problems. We can use scenario thinking to find solutions for future problems.

The 2012 United Nations Climate Change Conference, commonly known as the 
Copenhagen Summit, was held 7–18 December. On 18 December the international 
media reported that the climate talks were “in disarray”. The Copenhagen Summit 
accord was drafted by the USA, China, India, Brazil and South Africa. Interestingly 
the accord was taken note of but not adopted. The document stated that climate 
change is a major challenge and that any temperature increase should be kept to 
below 2ºC. The document is not legally binding.

http://www.zapiro.com

What deductions can you make from Zapiro’s cartoon?

14.3.2 Urbanisation and ageing

Major urbanisation of the world population started in 1900 and can therefore be 
regarded as a feature of the 20th century. By the year 2000 there were more people 
living in cities than in rural areas. The trend is also that the number of inhabitants 
in megacities will be confined to 20 million, after which populations will prefer to 
move to smaller cities and towns. The benefit of urbanisation is that it counteracts 
population growth, for a variety of reasons.

Firstly, space is more expensive and therefore dwelling units are smaller in the cities 
than in rural areas, with the result that families are smaller. Secondly, women are no 
longer only home makers, but also work outside the home. Thirdly, the traditional 
norms that promote male dominance in rural areas are absent in modern cities. 
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Decisions on the number of children are made more democratically because women 
usually take on most of the duties in raising children and can now also participate 
in deciding the number of children per household. Generally, urban women decide 
to have fewer children.

The world population will be much older in the next century. At present, the USA 
has the youngest population as a result of a continuous flow of young immigrants. 
In contrast, the populations of Germany and Italy are becoming older. This can be 
attributed to the fact that they have the slowest population growth in the world. 
This condition causes several problems.

Firstly, the wealthy states can no longer afford the welfare states that they have 
created. Older people have to work until much later in their lives and have to save 
more money for their retirement. In addition, they have to contribute greater 
amounts to medical and pension schemes. Secondly, older people have a greater 
need for security. Because they will constitute the greatest proportion of voters in 
future, they will vote for parties that see security as a priority. Thirdly, older people 
are usually more conservative. They will put governments under pressure to balance 
their budgets and reduce national debt. They will also demand that central banks 
use monetary policy to stabilise prices. Fourthly, much attention has been paid 
over the past 50 years to the youth and the baby boomers. In future, the ageing 
population will demand more attention. The era of walled security villages and 
advances in medical equipment and medicines to treat the problems common to 
old age has already arrived.

14.3.3  Increased savings

An ageing population brings significant benefits as well as disadvantages. As the world 
population ages, the number of middle-aged members of the population increases. 
Middle-aged members of society save more, because they are mature enough not to 
waste money and too young to need all their money merely to survive. Countries with 
a high percentage of middle-aged inhabitants are therefore in a favourable position. 
The economic truth is still that savings equal investments. Countries with more 
savings have more money at their disposal to meet the need for new investments. 
Interest rates for loan funds are therefore usually lower. The state also collects more 
tax revenue from the interest earnings of investors.

14.3.4  Share in world production by developing countries

Another matter that warrants attention is the increased future wealth of developing 
countries. In 1984, exporters found it expedient to exploit markets in developed 
countries as 57 percent of the world’s economic outputs came from these countries. 
Such outputs meant that these countries had large incomes. The outputs of developing 
countries amounted to 34 percent, and the outputs of intermediate countries 
between the two, such as the former Soviet Union and the Eastern bloc countries, 
stood at 9   percent. Since 1994 the position of developed countries has dropped to 
55 percent, the output of developing countries has increased to 40 percent and the 
position of the intermediate countries has dropped to 5 percent due to a temporary 
collapse in their economies.
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14.3.5 AIDS

AIDS is one issue to which public managers will have to pay close attention in 
future. Together with violent crime, AIDS is the greatest threat to South African 
society. South Africa has the largest number of people living with HIV in the world. 
According to the 2010 UNAIDS report there were 5,6 million people with HIV by 
the end of 2012. The National AIDS Coordinating Agency projected that by 2012 
there would be 331 432 people aged 15 and above living with HIV in Botswana. 
Africa as a continent has the highest incidence of AIDS in the world. In spite of the 
positive effect of urbanisation in curtailing population growth, to which we referred 
earlier, it has one significant disadvantage in that AIDS is more prevalent in urban 
than in rural areas. Some researchers attribute the spread of AIDS in Africa from 
north-east to south-west to the truck routes running through those areas. This 
means that the problem can be tackled only through joint action.

The following quote from UNAIDS (2006:3) gives a clear picture of the epidemic:

“At the 2001 Special Session of the UN General Assembly on AIDS, 189 na-
tions agreed that AIDS was a national and international security issue of the 
highest priority, signing a historic Declaration of Commitment on HIV/AIDS 
that promised innovative responses, coordinated efforts and accountability 
for progress against the epidemic. The Declaration set a comprehensive list of 
time-bound targets to support the Millennium Development Goals of halt-
ing and beginning to reverse the epidemic by 2015. The story is complex and 
at times disheartening. Nearly 25 years of experience with prevention and 
ten years of experience with effective antiretroviral therapy have produced 
mountains of evidence about how to prevent and treat this disease. Yet these 
advances, while vitally important to mounting an effective response, do 
nothing to mitigate the shortages of leadership and human compassion that 
frequently hinder progress toward our shared goals.

An estimated 22 million adults and children were living with HIV in sub-
Saharan Africa at the end of 2007. During 2007, an estimated 1,5 million 
Africans died from AIDS. The epidemic has left behind some 11,6 million 
orphaned African children.”
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Country
People  

living with 
HIV/AIDS

Adult (15–49) 
rate %

Women with 
HIV/ AIDS

Children with 
HIV/ AIDS AIDS deaths Orphans due 

to AIDS

Angola 190 000 2.1 110 000 17 000 11 000 50 000
Benin 64 000 1.2 37 000 5 400 3 300 29 000
Botswana 300 000 23.9 170 000 15 000 11 000 95 000
Burkina Faso 130 000 1.6 61 000 10 000 9 200 100 000
Burundi 110 000 2.0 53 000 15 000 11 000 120 000
Cameroon 540 000 5.1 300 000 45 000 39 000 300 000
Central African 
Republic 

160 000 6.3 91 000 14 000 11 000 72 000

Chad 200 000 3.5 110 000 19 000 14 000 85 000
Comoros <200 <0.1 <100 <100 <100 <100
Congo 120 000 3.5 43 000 6 600 6 400 69 000
Côte d’Ivoire 480 000 3.9 250 000 52 000 38 000 420 000
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Country
People living 

with HIV/
AIDS

Adult 
(15–49) 
rate %

Women with 
HIV/ AIDS

Children with 
HIV/ AIDS AIDS deaths Orphans due to 

AIDS

Dem. Republic of 
Congo 

400 000 
–500 000

1.2–1.5 210 000 
–270 000

37 000 
–52 000

24 000 
–34 000

270 000 
–380 000

Djibouti 16 000 3.1 8 700 1 100 1 100 5 200
Equatorial 
Guinea 

11 000 3.4 5 900 <1 000 <1 000 4 800

Eritrea 38 000 1.3 21 000 3 100 2 600 18 000
Ethiopia 980 000 2.1 530 000 92 000 67 000 650 000
Gabon 49 000 5.9 27 000 2 300 2 300 18 000
Gambia 8 200 0.9 4 500 <1 000 <1 000 2 700
Ghana 260 000 1.9 150 000 17 000 21 000 160 000
Guinea 87 000 1.6 48 000 6 300 4 500 25 000
Guinea-Bissau 16 000 1.8 8 700 1 500 1 100 6 200
Kenya 1 500 000 

–2 000 000
7.1-8.5 800 000 

–1 100 000
130 000 

–180 000
85 000 

–130 000
990 000 

–1 400 000
Lesotho 270 000 23.2 150 000 12 000 18 000 110 000
Liberia 35 000 1.7 19 000 3 100 2 300 15 000
Madagascar 14 000 0.1 3 400 <500 <1 000 3 400
Malawi 930 000 11.9 490 000 91 000 68 000 560 000
Mali 100 000 1.5 5 56 000 9 400 5 800 44 000
Mauritania 14 000 0.8 3 900 <500 <1 000 3 000
Mauritius 13 000 1.7 3 800 <100 <1 000 <500
Mozambique 1 500 000 12.5 810 000 100 000 81 000 400 000
Namibia 200 000 15.3 110 000 14 000 5 100 66 000
Niger 60 000 0.8 17 000 3 200 4 000 25 000
Nigeria 2 600 000 3.1 1 400 000 220 000 170 000 1 200 000
Rwanda 150 000 2.8 78 000 19 000 7 800 220 000
Senegal 67 000 1.0 38 000 3 100 1 800 8 400
Sierra Leone 55 000 1.7 30 000 4 000 3 300 16 000
Somalia 24 000 0.5 6 700 <1 000 1 600 8 800
South Africa 5 700 000 18.1 3 200 000 280 000 350 000 1 400 000
Swaziland 190 000 26.1 100 000 15 000 10 000 56 000
Togo 130 000 3.3 69 000 10 000 9 100 68 000
Uganda 1 000 000 6.7 520 000 110 000 91 000 1 000 000
United Rep. Of 
Tanzania

940 000 5.4 480 000 130 000 77 000 1 200 000

Zambia 1 100 000 15.2 560 000 95 000 56 000 600 000
Zimbabwe 1 300 000 15.3 680 000 120 000 140 000 1 000 000
Total sub-Saharan 
Africa

22 000 000 5.0 12 000 000 1 800 000 1 500 000 11 600 000

http://www.unaids.org/en/KnowledgeCentre/HIVData/GlobalReport/2008/2008_Global_
report.asp

http://www.unaids.org/en/KnowledgeCentre/HIVData/GlobalReport/2008/2008_Global_report.asp
http://www.unaids.org/en/KnowledgeCentre/HIVData/GlobalReport/2008/2008_Global_report.asp
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14.3.6 Prevalent diseases

The spread of prevalent diseases is another matter demanding increased attention 
from public managers. Contributing factors include increased international travel 
and migration between countries which can spread both diseases and pests. In 
addition, disadvantaged communities often neglect health issues for a variety of 
reasons. Urbanisation also creates opportunities for disease. Imagine the chaos that 
would result from an epidemic of Ebola fever in densely populated cities such as 
Mexico City or Sao Paolo. Other factors that contribute to the spread of contagious 
diseases include needle sharing by drug users and the practice of having multiple sex 
partners. Moreover, the injudicious use of antibiotics has led to genetic mutations in 
bacteria resulting in resistance to such medications. Owing to habitat destruction 
and deforestation, viruses that were previously confined to certain isolated areas 
have spread to densely inhabited areas. Diseases such as tuberculosis and malaria 
have again become serious threats in recent times. This may contribute to a drop 
in tourism to particular countries.

Finally, the loss of genetic diversity among fauna and flora should also be taken into 
account. Farmers specialise only in successful animal and plant species which are 
then improved and upgraded, making them susceptible not only to diseases and 
pests but also to changes in habitat caused, for example, by global warming. The 
loss in genetic diversity is illustrated by the fact that fewer than 20 plant species 
account for 90 percent of the plant foods we eat.

The next topic that we study is the role of technology as part of the external 
environment.

14.4 Technology

Before studying this section, it would be advisable to re-read study unit 6. The second 
rule of the game deals with technological development. A retrospective look at the 
past is necessary before we can start creating scenarios for the future.

First we look at Kondratieff waves, which represent the long-wave cycles that have 
occurred in the world economy since 1789. These cycles were named after the Russian 
economist who first identified them. The waves reflect four economic upswings since 
1789, each lasting between 24 and 26 years. The first upswing was the result of the 
industrial and French revolutions, the second was brought about by the revolution 
in Central Europe, the third by increased foreign investments and changes in trade 
policies during the Edwardian period (the first decade of the twentieth century), 
and the fourth followed World War II during the implementation of the Marshall 
Plan to rebuild Germany and Japan, as well as the Bretton Woods Agreement that 
stabilised exchange rates.

Each wave of economic upswing has been followed by a period of economic 
uncertainty and decline – especially after World War I when the Allies insisted that 
Germany should pay exorbitant war reparations. The situation was aggravated by the 
1929 crash of the Wall Street Stock Exchange in the USA, and the Great Depression 
in the period 1929 to 1933. This situation is also referred to as the third (economic) 
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correction. The fourth correction followed the oil price increases in 1973. The average 
length of a Kondratieff cycle is therefore slightly longer than half a century.

In view of the above, it can be said that the world economy has entered the fifth 
Kondratieff cycle, which should run from 1996 to 2020. The catalysts for this period 
have been the demise of the communist bloc and the industrialisation of the Third 
World.

One characteristic of the Kondratieff cycles is the technological progress that 
has occurred since 1870. Periods of intensive innovation have brought huge new 
waves more or less every 30 years. Every time a major new technological aid has 
been invented, its rapid application and utilisation have given rise to significant 
economic expansion, followed by a breathing period or recession once application 
of the technology reaches saturation point.

This can be described briefly as follows. By 1870 steam power, railway networks and 
steel were in use. This was followed by steam-powered power stations and electricity, 
which provided the momentum for the third upward Kondratieff wave which began 
in 1897. Vehicles, plastic and the earliest computers heralded the beginning of the 
fourth Kondratieff cycle. The current and fifth cycle is characterised by the discovery 
of microelectronics, especially in the field of communications. It is significant that 
each successive technological development has had a more profound impact on 
society, with micro-electronics surpassing all previous technological inventions. By 
the end of the present upswing, biotechnology should be in the vanguard.

The development of biotechnology has been affected by a number of factors, including 
legal issues and government regulation. Governments are generally not prepared to 
allow unregulated development of ‘’new” animals or plants. Neither is the public very 
accepting of genetically engineered products. For example, consumers are hesitant 
to use genetically engineered tomatoes which have been adapted to suppress the 
ripening enzyme, because they believe that these tomatoes are not good for them. 
Nevertheless, biotechnology has already made an enormous contribution to the 
manufacture of medicines and will continue to do so.

Another aspect of technology of which managers should be aware is the matter 
of lock-in and perpetual changes in the delivery of goods and services. In lock-in 
enterprises people may earn a great deal of money from a particular invention 
because it remains in use for many years. For example, saddle manufacturers, stable 
managers and coach manufacturers and operators all earned huge profits. Then 
horses were replaced by motorcars. Apart from horse racing, sporting and leisure 
activities, all other horse-related businesses have disappeared. In the 1920s and 1930s, 
78 rpm gramophone records were popular. Between 1940 and approximately 1990 
they were replaced by long-playing records, which have in turn been superseded 
by cassette tapes and laser disks. The manufacturers of VHS video machines were 
the first to market a tape capable of recording American football matches over a 
period of three hours. Although Betamax is a superior system, the few months for 
which the VHS manufacturers had the only three-hour tape on the market were 
sufficient for them to gain market dominance, an advantage which they never lost.

Lock-in technologies can moreover exist side by side. Trains were not superseded 
by the arrival of motor vehicles. Trains are still being used to transport bulk 
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freight, to transport large numbers of people at speed between cities, and for mass 
transportation within cities. Neither did aircraft replace ships entirely. Ships are 
now used to transport freight and for holiday cruises. Scenarios of the future are 
therefore necessary in all fields. It is crucially important for the management of a 
lock-in institution to decide whether a new technology will replace their product 
or services or will simply bring about adaptations.

In institutions that are subject to perpetual change, technology changes so rapidly 
that successive methods and cycles of production are measured in months rather 
than years. By using computers, the time lapse between conceptualisation of a new 
product (such as a car or aircraft) and building and testing a prototype and then 
going into production has become much shorter. Costs have also been reduced – 
it is not necessary to reinvent the wheel. Any part of the wheel can be retrieved 
from any database anywhere in the world. Computers also make it possible to test 
products such as cars and aircraft under overwhelmingly complex virtual conditions, 
something that would be impossible in real life.

Scenario thinking is especially important in computer manufacturing, as the following 
example illustrates. IBM is the recognised manufacturer of mainframe computers. A 
decision was made to switch to a new standard for mainframes. In the meantime, IBM 
themselves developed the personal computer (PC). IBM nevertheless continued to 
concentrate on manufacturing mainframes. A competitor proceeded to manufacture 
and distribute PCs and achieved great success. This may be attributed to the fact 
that IBM was trapped in the old paradigm. IBM had no scenario for the future 
importance of PCs in the information field. By the time IBM entered the PC market, 
its competitors already had market dominance. The PC is in turn being challenged 
by network computers (NCs). By utilising new technology ahead of competitors, 
it may be possible for an institution to deliver cheaper services or goods before 
its competitors, which will lead to savings for clients. The next point that we take 
note of is community values.

14.5 Community values

The third set of rules deals with values. In this instance, values relate to the 
relationship between government and the private sector, especially with a view 
to economic development and growth. Where pragmatic considerations prevail, 
governments make policies that are acceptable to their respective populations. We 
will study values under the headings “Something for everyone” and “Reasons for 
the success of the Asian tigers”.

14.5.1 Something for everyone

Governments in countries such as Japan and South Korea intervene in economic 
growth and development in their countries, contrary to the situation in Hong Kong 
and Thailand. Malaysia follows a deliberate policy of redistribution (of wealth) to 
create social harmony by uplifting the indigenous Malaysian population and in so 
doing narrowing the gap between them and the more affluent Chinese and Indian 
members of society. Other countries strive to achieve this by means of their systems 
of taxation, whereby the wealthy members of society have to pay more direct 
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tax. The governments in Indonesia and Thailand maintain close contact with the 
private sector, while the governments and public services in South Korea, Japan 
and Singapore concentrate on their own autonomy and control over the economy. 
In development in South Korea there is special emphasis on large conglomerates, 
while Taiwan encourages small businesses to stimulate economic development. 
Governments need to be cautious not to implement a system simply because it has 
worked in another country.

14.5.2 Reasons for the success of the Asian tigers

We can identify three features that characterise the relationship between the 
governments and the private sectors in those countries that have become known 
as the Asian tigers (Japan, Singapore, Malaysia, Hong Kong, Indonesia, Taiwan 
and Thailand). Firstly, government spending as a percentage of the gross domestic 
product (GDP) is small, in most cases only 20 percent compared with 31 percent 
in the case of South Africa. Public spending in the United Kingdom, for example, 
has increased from 12 percent of the GDP in 1913 to between 40 and 50 percent in 
the past three decades.

Secondly, the Asian tiger governments provide strong support for the business 
sector. These governments tailor their actions so as to optimise the competitive 
climate for the business sector. The private sector is regarded as the number one 
activity in the country, and the government and the public service are expected to 
play a supporting role.

Thirdly, they search selectively for profitable niche markets abroad. They specialise in 
those areas where they are economically strong. One example is where wet-process 
photocopying was superseded by dry-process photocopying, and this technological 
advance demanded that an existing production line be shut down and a new line 
set up.

The next topic to which we turn our attention is postmodernism as an external factor.

14.6 Postmodernism

In terms of values, the world has moved into the era of postmodernism. The preceding 
era of modernism ran from the industrial revolution in the mid-18th century to 
approximately 1980 and was characterised by mass production of goods, and 
division of the world population according to class. The arrival of the internet and 
technological advances in telecommunications as well as increased numbers of small 
business enterprises, mainly in the service sector, have brought about a shift towards 
a culture of individualism. The emphasis is now on the rights of the individual as 
opposed to group rights. Moreover, certain established truths are being challenged, 
and previously tight-knit communities are becoming fragmented. Values such as a 
family with a father and mother, and strict discipline at school are changing. Today 
children may well be surprised if they have both a father and a mother to raise them, 
and when they do they accept that both parents will pursue separate careers. At 
school, pupils regard their teachers as their equals. Once they leave school, young 
people no longer expect to find employment. Even Biblical values such as the Ten 
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Commandments are being challenged. The commandment “Thou shalt not kill” 
has now become “Under certain circumstances you may kill another person, so let’s 
negotiate on what these circumstances are”.

The following examples relate to disciplinary problems in schools in the USA in 
1940 and in 1990, respectively. In 1940, pupils were disciplined if they spoke out of 
turn, chewed gum, made a noise, ran in the corridors, jumped the queue, ignored 
uniform rules or littered. In 1990, disciplinary issues include drug and alcohol 
abuse, sex offences such as rape and sexual assault, suicide and attempted suicide, 
robbery, theft and assault. The problems of 1940 were minor transgressions, while 
problems in 1990 include serious criminal activities, even at school level. This 
cannot be regarded as progress, but is indicative of serious moral decline. In Great 
Britain, teachers have threatened mass strikes if pupils who disrupt classes are not 
suspended. Violent, immoral and glassy-eyed young people showing no remorse for 
their actions and incapable of self-restraint have become a world-wide trend. What 
are the causes of such behaviour? How should future management take account of 
such behaviour and what organisational arrangements can be made?

There may be many possible reasons for this behaviour. The disintegration of the 
family and with it the demise of any strict discipline and the safety and security 
that it used to provide are probably the most significant. Secondly, remnants of the 
hippie culture of the 1960s plus the influence of television and video games have 
produced a generation of young people who are asocial and believe that the world 
is a dangerous place. Instead of building real relationships with real people they are 
trapped in a virtual world which is dangerous and violent. How do governments 
deal with these problems? Let’s look at a few examples.

In Great Britain, the suggestion has been made that the names of juvenile offenders 
should be publicised to embarrass them in their particular communities and therefore 
force them to abandon their criminality. The reaction of the ageing population in 
the USA has gone beyond mere condemnation of juvenile delinquency. American 
society is taking an uncompromising position when it comes to law and order. 
Curfews for young people are in force in New Orleans. New legislation known as 
“three-strikes-and-you’re-out” has been promulgated in a number of states. In terms 
of such legislation, imprisonment of between 25 years and life becomes compulsory 
once an offender is convicted for the third time. This legislation undoubtedly also 
has disadvantages, as people have been imprisoned for stealing a slice of pizza and 
three pieces of meat. Another shortcoming of this legislation is that crimes may 
be committed years apart, but offenders will still face lengthy prison sentences upon 
third convictions. Other legislation that is gaining popularity is known as “truth in 
sentencing”. This legislation provides that offenders must serve at least 85 percent of 
their sentences, regardless of their behaviour in prison. Such legislation has changed 
the purpose of prisons from rehabilitation of inmates to incarceration in order to 
remove offenders from society for as long as possible. For public managers, this means 
that scenarios of future prison populations are needed. It also means that a larger 
organisational structure and more facilities will be needed to incarcerate offenders, 
which has financial implications for taxpayers. It was estimated in 1996 that the 
prison population in the USA would increase from the present one million to two 
million over a period of four years. It would also cost the taxpayers an additional 
US$25 billion to pay for these additional inmates.
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Regardless of the amount of new legislation, regulations, and codes of conduct, 
especially in Western countries, the authority gap continues to exist. Think of 
the growth in subnational groups such as the militias, clans, vigilantes, terrorist 
groups, religious cults, suburban gangs and rural highwaymen. Subnational groups 
are extending their own spheres of influence and undermine the authority of the 
state. Daily reports in the media show that modern society and the state are at the 
mercy of fanatics who are out to kill and maim innocent people, for example by 
planting bombs. We can safely assume that the proportion of evil people in society 
has remained constant. It has certainly not diminished. However, in view of the 
growth of the world population, there are greater numbers of these people than 
before. So we have two new world records – the greatest number of evil people 
and the lowest level of (government) authority to control them and their activities. 
In addition, increasing numbers of people are migrating to the cities where the 
concentrated populations are more vulnerable, for example to terrorist attacks. 
Conditions during the postmodernist era undoubtedly have the potential to lead 
to horrific incidents in future.

 14.1 

25After working through this study unit, you should be able to answer the following questions:

1 What problems is the rapid population increase creating in the area where you live?
2 Do urbanisation and change contribute to the improvement of the quality of life?
3 How would you deal with the harmful effects of AIDS and common diseases while 

still making provision for economic development?
4 Which technological issues contribute to development in the areas where you work 

or the institution at which you are studying? What contribution could you make?
5 Can you detect signs of postmodernism in the community where you live or the 

institution where you are studying?

FEEDBACK

I would like to answer question 1 as follows. It places increased pressure on the government 
to expand service delivery and provide more medical and protection services as well as 
more social services. There is greater unemployment.

I would answer question 2 as follows. They lead to better service delivery, such as better 
and more readily available medical and protection services.

I would like to answer question 3 as follows. Firstly I would start with an awareness 
campaign. Secondly, I would try to reduce the causes of disease by, for example, treating 
standing water where malaria mosquitoes could breed. Measures that could prevent the 
spread of AIDS, such as abstinence and safe sex, would be propagated. The stigma attached 
to AIDS should be wiped out. The disease must come out of the closet. People suffering 
from this condition should remain in the labour market for as long as possible without 
infecting others so that they can make a positive contribution to the economy by being 
self-supporting and paying taxes.

In answering question 4 I would refer to improved computer programs and better 
staff training. Better construction methods make it possible to build more houses. As 
a personal contribution, I could empower others by teaching them to use a computer.
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In answering question 5 I would say that signs can be detected in the generally poor discipline 
of the population. Crime is rampant and there is undue emphasis on the freedom of the 
individual.

Do you agree with me? What could you add? Do you experience the situation in the way I 
have explained it above?

14.7 Conclusion

Public institutions depend on their respective legislatures for resources such as 
funds and enabling legislation in which their objectives are defined.

Medical advances have increased population growth by reducing infant mortality and 
increasing the life expectancy of adults. This has created a number of problems. The 
industrial revolution which began in 1750 was accompanied by phenomenal growth 
in the world population and resulted in the emission of waste into the atmosphere. 
Since 1950 this situation has been aggravated by the interaction between a dynamic 
and growing global economy and a static atmosphere. Other considerations are 
global warming and the problem of increasing numbers of vehicles on the roads, 
especially in developing countries. Global warming also contributes to the rapid 
spread of tropical diseases.

With urbanisation, living space has become less available and properties have become 
smaller. Women are no longer only home makers but also work outside the home. 
In addition, traditional norms such as male dominance in the family are declining.

The current world population is young, and it is estimated that the population 
will be much older in the coming century. This will cause additional problems for 
governments. Firstly, the wealthy countries can no longer afford the welfare states 
that they have created. Secondly, older people have a greater need for security and 
they will support those parties who see this as a priority. Thirdly, older people are 
more conservative and will pressure governments to balance the budget and reduce 
national debt. Fourthly, the focus of attention which used to be on the young people 
will in future shift to the ageing population. On the other hand, middle-aged people 
save more, so the older a population becomes, the higher its savings should be. 
Another point to be kept in mind is that the share of developing countries in world 
production should increase.

The future is not entirely rosy. Along with the benefits of urbanisation, we have 
the disadvantage that AIDS is spreading more rapidly in these areas than in the 
rural areas. AIDS will not bring about an absolute reduction in the population of 
the various countries, but will slow down the rate of growth. Moreover, the life 
expectancy of inhabitants will drop. Prevalent diseases will spread more rapidly 
as a result of increased international travel and migration. Urbanisation will also 
contribute to this spread. Other factors that will contribute to the spread of AIDS and 
other diseases are needle sharing by drug addicts, multiple sex partners, injudicious 
use of antibiotics, habitat destruction, deforestation and the loss of genetic diversity 
in fauna and flora. Diseases such as tuberculosis and malaria, which had almost 
been eradicated, are again becoming problematic.
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Technology can be viewed in terms of Kondratieff waves where the trade cycle 
includes economic upswings followed by uncertainty. Each successive technological 
advance has a greater impact on society. At present, microelectronics are dominant. 
By the end of the current upswing, biotechnology should be in the vanguard. 
Managers also need to be familiar with lock-in and perpetual change in the delivery 
of goods and services.

In our discussion, values relate to the relationship between government and the 
private sector. To ensure that inhabitants of a country will be able to share in the 
economic growth and development, governments follow different methods, such 
as a policy of redistribution of wealth, a progressive taxation system, close contact 
between the public and private sectors, control over the economy, formation of large 
conglomerates and the establishment of small enterprises. The success of the Asian 
tigers can be attributed to very limited public spending, support for the business 
sector and selectively searching for profitable niche markets abroad.

At present the world finds itself in the era of postmodernism. The preceding era 
of modernism started at the time of the industrial revolution and lasted until 
approximately 1980. It was characterised by mass production and the division of 
people into classes. Postmodernism is characterised by the rights of the individual as 
opposed to group rights, the arrival of the internet, technological development in the 
area of telecommunications and the growth of small enterprises. Established values 
are being challenged. Disciplinary offences in the USA have changed dramatically 
from minor transgressions in 1940 to serious criminal activities in 1990. Various 
reasons may be advanced for this state of affairs, including the disintegration of the 
family, remnants of the hippie culture and the influence of television and video games.

Countries use various means to cope with the problem of juvenile delinquency. 
There have been threats to publicise the names of juvenile offenders (Great Britain), 
curfews have been introduced and lengthy sentences have been made mandatory 
(USA). In spite of such actions, the authority gap continues to exist.

14.8 Self-evaluation

The following questions are for self-evaluation and must not be submitted for 
marking:

1. Write notes on the influence of the political environment on public institutions.
2. Describe the impact of the world population on the environment.
3. What are the benefits and disadvantages of urbanisation and of an ageing 

population?
4. What effect will AIDS and prevalent diseases have according to the scenarios 

of the future?
5. What effect did technology have in the past, and how will it contribute to 

future scenarios?
6. Which community values need to be taken into account when developing 

scenarios for economic development?
7. Write an essay on postmodernism and its effects on future scenarios.

In this module we studied organisations and the environment, and tried to explain 
certain concepts relating to the external environment in which institutions find 
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themselves. This brings us to the end of our study of organisation. We began 
our study by looking first at organisational theory and the public manager, then 
went on to organisational structure and design, the dynamics in/of organisations, 
development and change as they influence organisations, and concluded with this 
theme. I hope you have enjoyed your work on this study guide as much as I enjoyed 
writing it and that you found it as stimulating as I did.

We’ve reached the end of this module and we need to ask ourselves what we are 
going to do with the knowledge we have gained. We need to remember what we 
have learnt, and guard and treasure the knowledge. We will find this knowledge 
useful for further studies at honours level. In the immediate future we could apply 
it usefully in the work situation. Lastly, I’d like to thank all my students who were 
prepared to work through this module with me. I wish you much success in your 
further studies and hope to welcome you as an honours student shortly!
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