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Chapter 2

• 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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