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• Top Management (strategic apex)
• Middle management (middle line)
• The production core (operating core)
• Technostructure
• Support staff

The model is widely quoted, and Mintzberg is a very well-respected organiza-
tional theorist.

In Chapter 3 on the structure of the organization, we will return to Mintz-
berg’s model.

2.7 Organizational economics
Organizational economists use tools and concepts from economic theory to study 
the processes and structures of the organization. Issues such as decentralisation/
centralization and outsourcing/insourcing are topics that are often mentioned 
in this school. One of the school’s main areas is the study of transactions within 
a single company, versus those carried out between the company and other or-
ganizations. A transaction takes place when a product or service is transferred 
over a technologically separated cross-section, e.g. when a furniture factory buys 
wood for processing. The study of the transactions involves an analysis of the 
company’s management decisions, risk management policies, organizational 
structure, wage policy, incentive policy (e.g. bonus schemes and promotions) 
and payment schedules.

The mindset of organizational economics stems from the rational thinking 
of the classical organizational theory and has also been criticised for underes-
timating the human aspects of organizations. Nevertheless, the theories of this 
school must be regarded as important contributions to the overall understand-
ing of organizations.

An important contributor is:

• O.E. Williamson
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Organizational theorists who focus on power and politics can be said to repre-
sent a reaction to the school of human relations, which is very optimistic and 
sometimes, perhaps, naïve, with its focus on the good in man.

The main contributors are:

• John R.P. French Jr. and Bertram Raven
• Rosabeth Moss Kanter

John R.P. French Jr. and Bertram Raven
The two American social psychologists John R.P. French (1913-1995) and Ber-
tram Raven (1926) conducted a series of studies of power in the 1950s. The 
result was published, and they concluded that  a distinction could be made 
between five different types of power (French & Raven, 1959):

• Reward power (power exercised through reward)
• Coercive power (power exercised through fear and punishment)
• Legitimate Power (organizational power because of one’s position within 

the hierarchy)
• Referent Power (power due to respect and popularity)
• Expert power (power due to expertise, knowledge and information)

French and Raven’s work was of great importance to organizational theory and 
was later developed by others. In Chapter 6 on management, we will return to 
what develops power and authority.

Rosabeth Moss Kanter
In the article, “Power Failure in Management Circuits” (Edges, 1979), Harvard 
professor, Rosabeth Moss Kanter (1942) lists a number of symbols of power 
within the organization:

To what extent a manager can:

• Intervene on behalf of someone in trouble with the organization. 
• Get a desirable placement for a talented subordinate.
• Get approval for expenditures beyond the budget.
• Get above-average salary increases for subordinates.
• Get items on the agenda at policy meetings.
• Get fast access to top decision-makers.
• Get regular, frequent access to top decision-makers. 
• Get early information about decisions and policy shifts.

FIGURE 2.18 Rosabeth 
Moss Kanter.
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