Organization Theory

Challenges and Perspectives

John McAuley, Joanne Duberley and Phil Johnson

FT



This book is, to my knowledge, the most comprehensive and reliable guide to organisational
theory currently available. What is needed is a text that will give a good idea of the breadth
and complexity of this important subject, and this is precisely what McAuley, Duberley and
Johnson have provided. They have done some sterling service in bringing together the very
diverse strands of work that today qualify as constituting the subject of organisational the-
ory. Whilst their writing is accessible and engaging, their approach is scholarly and serious.
It is so easy for students (and indeed others who should know better) to trivialize this very
problematic and challenging subject. This is not the case with the present book. This is a
book that deserves to achieve a wide readership.

Professor Stephen Ackroyd, Lancaster University, UK

This new textbook usefully situates organization theory within the scholarly debates on
modernism and postmodernism, and provides an advanced introduction to the heteroge-
neous study of organizations, including chapters on phenomenology, critical theory and psy-
choanalysis. Like all good textbooks, the book is accessible, well researched and readers
are encouraged to view chapters as a starting point for getting to grips with the field of
organization theory.

Dr Martin Brigham, Lancaster University, UK

McAuley et al. provide a highly readable account of ideas, perspectives and practices of
organization. By thoroughly explaining, analyzing and exploring organization theory the
book increases the understanding of a field that in recent years has become ever more frag-
mented. Organization theory is central to managing, organizing and reflecting on both for-
mal and informal structures, and in this respect you will find this book timely, interesting
and valuable.

Peter Holdt Christensen, Associate Professor,
Copenhagen Business School, Denmark

McAuley et al.’s book is thought-provoking, witty and highly relevant for understanding
contemporary organizational dilemmas. The book engages in an imaginative way with a
wealth of organizational concepts and theories as well as provides insightful examples from
the practical world of organizations. The authors’ sound scholarship and transparent style
of writing set the book apart, making it an ingenious read which invites reflexivity, critical-
ness and plurality of opinion from the audience. This is a book that will become a classic in
organization studies.

Mihaela L. Kelemen, Professor of Management Studies,
Keele University, UK

An unusually rich and deep philosophical book on organization theory with several new
thinkers and ideas. Pedagogically a well-structured book with many clear learning objectives,
cases, examples and good summaries for every chapter.

Professor Martin Lindell, Hanken Business School, Swedish
School of Economics and Business Administration, Finland

This book makes it easier to understand the current stand of organization theory. I strongly
recommend it to anyone seriously interested in the different intellectual traditions that con-
tribute to our understanding of organizations.

Professor Tomas Miillern, Jonkoping International Business School, Sweden



McAuley, Duberley and Johnson’s Organizational Theory takes you on a joyful ride through
the developments of one of the great enigmas of our time — How should we understand the
organization?

Jan Ole Simild, Assistant Professor, Nord-Trondelag University College, Norway

I really enjoyed this new text and I am sure my students will enjoy it, too. It combines rigor-
ous theoretical argument with application and consideration of how managment practice is
formed and shaped by ideas and concepts. The authors have brought their wealth of experi-
ence and understanding and provided the field with an imaginative resource to address the
dynamics between theory and practice.

Dr Susanne Tietze, Bradford University, UK

The key to success for managers is not only to be result oriented but also to be wise in their
decision making. This requires that they have a deeper than superficial understanding of man-
agement and organization issues. McAuley et al. helps student and managers understand
organizational performance without having to go through extensive reading. It deepens their
understanding of issues with which they are confronted in practice, by putting them into a
larger context. This book really helps students and managers to become wiser.

Professor René Tissen, Nyenrode Business University, The Netherlands

This book will appeal to the student who seeks a thorough and critical understanding of
organization theory. It is both rigorous and accessible, clearly and unashamedly pitched for
readers who wish to engage with theoretical issues whilst also maintaining a practical focus
on why organization theory matters. I felt in good hands here, confident that I was being
offered a deeply informed, reliable and intelligently constructed account. The opening chap-
ter carefully and helpfully explains terms, including ‘theory’ and ‘epistemology’ that can
form an unexplored bedrock to texts in the field. It then offers thoughtful, scholarly and
well-illustrated discussions of prominent theoretical perspective, including managerialism
and postmodernity, supported by specified learning outcomes and guides to further reading.

Dr Paul Tosey, University of Surrey, UK

The field of organization theory is extremely fragmented and there is no agreement concerning
the underlying theoretical dimensions nor methodological approach to be employed. With the

recognition of different approaches to organization theory, there is a widely perceived need to

bring some order to the field. This textbook offers a well-integrated synthesis of approaches to
organization theory. It will be welcomed by organization theory scholars and reflective practi-

tioners and is a valuable companion for scholars and students of organization theory.

Henk W. Volberda, Chair of the Department of Strategic Management & Business
Environment and Vice-Dean of the RSM Erasmus University, Netherlands

At last, a text that brings organization theory into the 21st century! This is the first organiza-
tion theory textbook to provide full and informed coverage of a range of contemporary devel-
opments in the field. Notably, it includes diverse contributions to organization theory made
by critical management studies. It really is pathbreaking in terms of its inclusion of material
that does not appear in other texts.

Professor Hugh Willmott, Cardiff Business School, UK

This is one of the most up-to-date and comprehensive texts in the field of organization studies. It
takes the reader through different perspectives and various topics on management and organiz-
ing, discussing these in some depth and detail. It offers a historically grounded, critical-reflexive
approach to studying organizations that will prove to be extremely helpful guidance to students.

Dr Sierk Ybema, Vrije Universiteit Amsterdam, The Netherlands
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Preface

Introduction

Over the past hundred years or so, Organization Theory has developed into a
distinctive social science discipline. It is a body of thinking and writing that
describes, explains and influences what goes on in organizations. It provides an
underpinning body of knowledge that enables us to explore and develop manage-
ment and leadership theory. In recent decades Organization Theory has become
increasingly diverse in terms of the perspectives that writers use to study and under-
stand organizations. These perspectives provide, in their different ways, profound
challenges to the ways in which we live in and design organizations. They pose
important challenges to organization members about issues such as:

e The relationship between organization control and freedom.

e The nature of power and authority in organizations.

e The relationship between individualism and collectivism in modern organizations.
e The relationship between organizations and society.

e The ways in which organizations are designed.

e The relationship between organizations and leadership and management.

e The development of understanding of organization culture as means of control or
vehicle for development.

The book explores approaches to Organization Theory from its origins through
to the most recent debates. We show how the different traditions of organizational
theory are intertwined, sometimes in sympathy, sometimes with profound disagree-
ment. Chapter One provides an extended introduction to the nature and complexity
of Organization Theory. This provides a springboard to the exploration, in each of
the following chapters, of a distinctive ‘epoch’ of organization theory. In these chap-
ters we look at the fundamental issues that each of these theories of organization
poses. In this spirit we examine the challenges of:

e Modernist theories of organization that form the controversial and challenging
foundations of organization theory.

e The development of neo-modernist theories of organization that claim to ‘put
people first’ and then the ways that these theories have been transformed into



xiv Preface

‘new wave’ approaches in which there is an emphasis on the control of organiza-
tion members.

e We then explore the ways in which postmodern philosophies and theories of
organization pose radical challenges for modernism and neo-modernism.

e We then explore theories and concepts which develop the idea that organization
theory is a means by which members can gain deep understanding of their
organizations. This is achieved through exploration of organizations as symbols,
through critical theory and through psychoanalysis.

e In many respects the study of organizations is linked with the study of manage-
ment, and in Chapter 9 we explore the ways in which theories of management
have achieved such an important place in organization theory.

e The concluding chapter synthesizes many of the issues in the earlier chapters and
then looks at some of the emergent trends in organization theory.

We explore the strengths and limitations of these theories and perspectives and
show how they continue to exert challenges to organizations.

The three authors come from somewhat different standpoints in relation to their
understandings about organization theory so there is a sense of dialogue between
different perspectives, rather than the uniformity of view found in many books. This
will enable the reader to see the issues as living, controversial and challenging.

The aim of this book

Our vision is that the book covers the core issues in organization theory in a manner
which shows how various forms of organizational theory both underpin and challenge
common sense ways of viewing (and managing) organizations.

The aim of this book is to provide a clearly structured and interesting exploration of
the ways in which the variety of theories and perspectives that constitute Organization
Theory provide profound challenges for organizations in the twenty-first century.

The book develops understanding of the increasing pressures created by height-
ened competition and processes of globalization by analysing their impact upon
organizations with specific reference to the ways in which organization theory can
help develop understanding and appropriate action.

Who should use this book?

The target audience is anticipated to be postgraduate students and undergraduate
students for whom Organizational Analysis or Organizational Theory represents a
core module, or is a significant part of a core module. Typically the audience would
be students in Business Schools but could also be students in Departments of
Sociology, Schools of Education and so on. The learning needs of these students is
for a book that reflects the best of Anglo-American, European and other thinking on
organization theory in a manner that shows that different sorts of theory are relevant
and can be made interesting for an understanding of the organizational world.
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Distinctive features

The structure of the book

The ‘historical’ epoch based approach enables students to see the relevance and chal-
lenge of all the different perspectives and theories that constitute organization the-
ory. Because of the way the book was developed by its three authors, readers can see
that there are differences in the way that its theories and challenges can be under-
stood, that organization theory is not a monolithic subject but rather a rich resource
for developing understanding of organizations.

Each chapter begins with an Introduction which outlines the content and direc-
tion of the chapter, provides a clear guide to the structure of the chapter and then
outlines the Learning outcomes. These learning outcomes provide a guide to the dif-
ferent sections of the chapter.

Stop and think

Each of the chapters contains ‘stop and think’ boxes. These are designed to form the
basis for brief discussion amongst group members or for personal reflection on some
key issue raised in the text.

Case studies

These are designed to enable the reader to relate theoretical issues to organization
practice, or to give a practical organizational example.

|deas and perspectives

These are designed to provide an outline of a perspective, theory or key idea in orga-
nization theory. They provide the reader with an introduction to ideas that are devel-
oped within the chapter.

The chapter so far

These are provided at key points in the chapter. They provide the reader with a
summary of the issues that have been covered in the chapter and a link with the
next part.

Biography

These are designed to provide a brief intellectual history of key figures in organiza-
tion theory. They provide an indication of the ways in which different theorists
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developed their understanding of organization and social science theory as part of the
background in which the different periods of organization theory developed.

Concluding grid

Most of the chapters conclude with a grid in which we return to the learning out-
comes and then summarize the way in which these learning outcomes provide chal-
lenges to the organization in the twenty-first century.

Annotated further reading

Each chapter concludes with an indication of further reading. We have also included,
wherever possible, indications of films and other media that provide insights into the
issues covered in the chapter.

Discussion questions

Finally, each chapter concludes with a number of questions that have been developed
for use in seminar discussions or would be suitable as the basis for assessments.
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Chapter 1

Introducing organization theory:
what is it, and why does it matter?

Introduction

Over the past 100 years or so, organization theory has developed into a distinctive social
science discipline, a body of thinking and writing that tries to describe, explain and sometimes
influence what goes on in organizations. Nevertheless, during the past two decades, organiza-
tion theory has also become increasingly diverse in terms of the perspectives that organization
theorists use to study these important social phenomena which affect so many aspects of our
lives. This chapter introduces the reader to organization theory by initially considering what
organization theory is and how it relates to human practices, including management. Then the
chapter explains some aspects of the diverse perspectives encountered when studying organ-
ization theory. The chapter concludes with an overview of the different perspectives covered in
this book. Above all, the chapter shows how and why organization theory affects all of us
through its often unnoticed influence on how organizations operate.



Learning outcomes

Explore what might be meant by the term theory by identifying what theories are and what

they do.

Consider how the phenomenon ‘organization’ has been defined in different ways.

Identify why organization theory is important, especially in terms of how it impacts upon
people through influencing their behaviour and practices.

Explore the relationship between organization theory and management practice and discuss

some of the debates around this issue.

Describe and explain the apparent diversity of organization theories in terms of competing

philosophical assumptions.

An overview of the structure of, and rationale for, the rest of this book is also presented.

Structure of the chapter

This chapter begins by considering what organ-
ization theory is. It continues by considering
the nature of theory in the social sciences. This
important issue is developed by using exam-
ples of theory to illustrate the different compon-
ents and uses of theory, especially with regard
to how we undertake practical activities. The
chapter then considers how organizations
have been defined in the literature and dis-
cusses some of the pitfalls encountered in
developing a definition. Having come to a
working definition of organizations, the chapter

then explores how organization theories oper-
ate to both explain and influence human
behaviour in organizational contexts. Aspects
of these issues are considered with reference
to the problematic relationship between organ-
ization theory and management practice and
to forms of theory that do not adopt a man-
agerialist perspective. The chapter concludes
by putting forward an explanation of the
apparent diversity we find in organization the-
ory and relates this diversity to the structure
and rationale of the rest of the book.
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What is organization theory?

Since time immemorial, people have socially come together to undertake various
activities, often out of sheer necessity because there are so many things we cannot do
alone without the help of other people. We are, if we are anything, social beings
who are usually reliant on other members of our species for survival. To put it bluntly,
we are mutually interdependent because we rely on one another and this may be both
a strength and a weakness. Imagine if you had to survive alone for a long period of
time without the support of the various organizations that provide you with every-
thing from food and clothing to water, fuel, shelter, health care, education, transport
and so on. Could you cope, either physically or psychologically? Probably not!
Certainly, your life would change drastically. Indeed, many activities in any society
usually require people to socially interact in various ways and, to a degree, cooper-
ate and coordinate their efforts with some sense of purpose. This seems to be the case
whether we are referring to hunter-gatherer communities that use a relatively simple
technology or to today’s vast, technologically complex, industrial and post-industrial
communities. In other words, organizing ourselves is at the heart of much of what
we are and what we do as human beings. Our organizations are largely the outcomes
of this collective behaviour as well as being significant influences on that behaviour.
However, although these human creations may well be crucial to enabling so
many aspects of our lives, through their development they might come to dominate
our lives and remove much of what we do from our own control. For instance, when
we go to work or attend school or university as students, we inevitably give up some
of our freedom of choice over what we can do and how we do it. We lose some of
our autonomy, and our behaviour becomes channelled in particular directions by the
requirements and expectations of the other people involved in those organizations.
The result is that in our contemporary world, organizations are a central and all-
pervasive phenomena that impact upon all of us, all our lives, from maternity hos-
pital to funeral parlour. Indeed, there may be no escape from living in an organized
manner and the discipline or control over our behaviour that comes with it that
often remains unnoticed because it is so mundane and appears normal. Just think
about queuing for a bus to arrive. In many, but not all, countries, this is such ordi-
nary organizational behaviour that we barely notice doing it; we often just automat-
ically form an orderly queue and wait our turn. It is often when the subtle and fairly
informal self-organizing rules that we routinely follow and expect to be obeyed by
others are broken by a ‘queue jumper’ or when they do not apply in a country we are
visiting that we become aware of, and get rather concerned about, what is going on.
Just about everything we do is tacitly organized in some respects. Moreover, organ-
izations themselves, in a formal manner, do so many different things for us —and to
us — by enabling, transforming, yet also constraining the things we can do in numerous
different ways. Although it is obvious to say that organizations organize most aspects
of what we do and how we do it, this also raises issues around who decides what
should be done and how it should be done, as well as raising questions about the
effects of some of these social processes upon people. Therefore, studying organiza-
tions is also about trying to grapple with what sort of world we have created and what
alternatives we might desire. Indeed, these complex social institutions have come to
epitomise and constitute many aspects of our lives by influencing how we see ourselves
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and others. In other words, these institutions influence our sense of identity, whether
we are students, university lecturers, managers, coal miners and so on. Through these
processes, organizations are and will remain a pervasive influence on most kinds of
human activity. Therefore, studying organizations entails investigating many aspects of
our own lives, which is why organization theory is so interesting and will remain
important for the foreseeable future.

Because organizations impact on so many aspects of our lives, organization the-
ory is important in two key respects. Firstly, organization theory helps us to reflect
upon and understand who we are and why we are who we are. Secondly, organiza-
tion theory is about us and how we interact with others during our encounters in a
vast array of different, often deceptively ordinary and mundane, social contexts that
we take for granted because we cannot see or imagine any alternative to how things
appear to be. As one leading contemporary organization theorist puts it:

Today, no one can pretend to understand the human condition that does not
understand the organizations in which it is constituted, constrained and trans-
formed. Organization studies should be at the core of the study of the human con-
dition, because without such subject matter — how in what ways, we collectively
organize, dispute, do and change the things that we do — we would have nothing of
any consequence to discuss (Clegg, 2002, p. xxvii).

Of course, this begs the question, “What is organization theory?” Or in Clegg’s
terminology, “What is organization studies?” Unfortunately, this is not a question
that is easily answered because it in turn begs questions such as: “What is a theory?’
and ‘What are these social phenomena we call organizations that are so important to
us?’ Below we deal with each of these questions in turn.

Defining theory

There is often a great deal of confusion around what the term theory means because it
is a rather abstract term that is often ill defined. Only too often one hears the lament
from students that something they have been taught is ‘too theoretical’ or ‘it’s just a
theory’, only to then hear in reply to the question “Well, what do you mean by theory?’
the response ‘I don’t know . . . it’s so academic!’ It is as if theory is something that
does not directly concern them in their lives outside their university courses, something
also to be rather wary of, or even frightened about, and something that does not have
any practical use. However, nothing could be further from the truth. Rather, theories
influence all aspects of our everyday lives and how we understand and act upon what is
going on around us. Indeed, theories are inherently practical devices; we often just do
not realize it because we deploy and apply our theories so tacitly that we often remain
unaware of their subtle influence upon how we understand and do things. It is often as
if theories have only a ghostly presence in our everyday lives. Partly because of this, the
famous British economist John Maynard Keynes (1936) warned us that:

... the ideas of economists and political philosophers . . . are more powerful than
is commonly understood. . . . Practical men [sic],who believe themselves quite
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exempt from any intellectual influences, are usually the slaves of some defunct
economist. Madmen in authority, who hear voices in the air, are distilling their
frenzy from some academic scribbler of a few years back (p. 383).

Although he wrote specifically about economic and political theory, Keynes’
insights are equally relevant to organization theory. Here Keynes alludes to the
pivotal role any theory generally plays in how we make sense of and act in the world.
He also suggests that hidden dangers lurk when we are unaware of the sources of the
theories we inevitably apply in practically undertaking whatever it is that we do.
Therefore, we must be cautious about what it is that influences our behaviour and be
able to reflect upon and assess the implications of the theories we are using to guide
our activities. So what are these theories that are so important in influencing how we
practically engage with, make sense of and act in the world?

Any theory entails the deployment of an explanation of some apparent aspect
of our worlds. Moreover, it is a short step from explaining why something has
happened to thinking about what we might be able to do about it in order to change
things. Theories help us describe and understand what has happened as well as pre-
dict what will happen in different circumstances. In part, therefore, a theory entails
describing and conceptualizing the phenomenon in which we are interested. This
aspect of theory involves our identifying particular phenomena in terms of their evi-
dently common features. Our invention and use of concepts such as management,
organization, control, hierarchy, authority and so on allow us to give order to our
experiences and convey a sense of meaning when communicating with other people.
In doing so, we simplify the world by putting these phenomena together, thereby
abstractly classifying them as being either similar phenomena, being the same phe-
nomenon or being somehow different. We often do this automatically and without
really thinking about it, yet it is a key part of how we make sense of our surround-
ings. Indeed, if for some reason, we were unable to undertake this classification and
instead treated all the mundane phenomena we regularly encounter as being unique
and different, we could end up in a situation of continual distraction, with our atten-
tion becoming absorbed by trying to make sense of each distinct phenomenon we
encounter. The result could be a form of sensory overload, which would play havoc
with our ability to function effectively or indeed ‘normally’. We might then become
classified as being ‘odd’ or even clinically ill by other people because our ability to
communicate would be diminished.

Now the important point here is that any theory, including those about organiza-
tions, uses our common sense ability to lump together phenomena in terms of their
perceived similarities and differences to make sense of the world. It is just that
when organization theorists do this, how they define phenomena as of the same type
is more closely interrogated and debated than is usually the case in everyday life. For
instance, we could conceptualize all the apparently very different organizations that
provide paid employment to their members as ‘work organizations’ as something dis-
tinct, because of these common features, from other categories of organization that
do not provide their members with a source of income in return for their time.
Simultaneously, we are defining ‘work’ as paid employment, something that could
be debated because one could argue that there is much ‘work’ that we do that does
not earn financial returns (just ask any parent). The point is that coming to a precise
definition of something is quite difficult, but there is always the danger that a concept
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can mean very different things to different people if it is not precisely defined.
Despite these problems, when we define or conceptualize some phenomena, we elim-
inate some of the complexity that confronts us. This simplification enables us to
define what we might be trying to investigate.

Try to identify organizations that do not provide any members with paid employment. You will find
this actually quite difficult because most organizations, even, for instance, churches or sports teams,
provide someone involved with their running some form of financial remuneration. Hence, what is a
work organization for some members is nothing to do with work for other members. So perhaps our
definition of work organization needs a more precise revision.

Although it is an important part of theory, this act of conceptualizing, classifying
or categorizing aspects of our world does not make a theory in its own right. So
although the concepts and definitions are the basic materials that all theories use, of
great importance is how theories also entail our trying to explain why what we
think we have observed has happened. Often we then try to apply that explanation
to other identifiable occurrences of what we consider to be the same phenomenon
of interest. At the heart of such explanations is the possibility of taking action to
change or maintain situations when we come across what we take to be the same or
similar phenomenon of interest. In other words, explanations provide us with
reasons as to why something might have happened, but they also provide us with a
rationale for doing things. The question that now arises is how such explanation is
provided by a theory.

All theories link abstract concepts together in order to explain the occurrence, vari-
ation in or non-occurrence of some phenomenon. Central to this process of theoretical
explanation is the notion of cause and effect: theories stipulate why things happen
in terms of putting forward a causal relationship between different phenomena.
Here the behaviour of something is seen as causing the behaviour of something else
to happen. Simultaneously, theories specify when and where this effect may (or may
not) happen, thereby limiting the scope or applicability of the theory to particular
circumstances.

For instance, the recent relatively poor performance of the Scottish international
football team in various competitions might be explained by there being too many
foreign players in the top teams that play in the Scottish Premiership League. The
hypothesized causal link or reason presented by this theory suggests that Scottish
players (as defined by the appropriate regulations regarding ancestry) are underrepre-
sented in premiership teams and th