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have an open system, it interacts with the world outside of the system. A change 
in one of the system’s elements causes derivative changes to other elements. 
Likewise, an organization: a change in the organization’s environment – for 
example, a new competitor – affects the internal elements of the organization: 
poorer earnings, layoffs, changes in management, etc. The leading organiza-
tion theorists in this school, which we refer to as theories of organizations and 
environments, were, among others, Katz and Kahn (section 2.10).
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The last of the nine schools we looked at in Chapter 2, Theories of organizations 
and society (section 2.11), goes a step further and looks at the organization in 
society as a whole. According to this school, the organization does not only have 
a business responsibility to itself, its employees, customers and owners. The 
organization has a duty to society as a whole; for example, by providing jobs 
for people with disabilities and minorities, educating apprentices, supporting 
voluntary work for the benefit of socially disadvantaged people, reducing pol-
lution, not producing harmful goods, etc. Some of the main themes within this 
school are diversity, social equality, and social entrepreneurship.

In this chapter, when we have to look at how the organization interacts with 
its environment and the surrounding society, it is essential that we have a basic 
understanding of the organization’s stakeholders.

FIGURE 7.2 The organization as a closed and open system.
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