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Series Foreword 

New Directions in
 
Development Management
 

This series is the most recent product of a decade of cooperation between 
the National Association of Schools of Public Affairs and Administration 
(NASPAA) and the Bureau for Science and Technology in the U.S. Agency
for International Development (AID). During the second phase of this col
laboration (1985-89), the primary funding mechanism for the NASPAA/
AID Cooperative Agreement has been the Performance Management
Project. As a project focused ol the improvement of managerial perfor
mance in the private and public sectors of developing countries, applied
research and concern with tile lessons learned from the technical services 
provided have constituted important underlying themes. Whereas the 
first series, under the editorship of Louis Picard, provided four state-of
the-art books, this series is intended to bring before the public new re
search and writing engaging the issues and concerns at the forefront of 
the development management field. 

The first author in this new series, Moses N. Kiggundu, and his book,
centering on management issues in the public and private sectors of de
veloping countries, bring into focus an important shift in the manage
ment field and the way in which NASPAA's member schools and pro
grams have cooperated in this project. As the project has proceeded, the 
issues confronted have become less and less ones concerning how best to 
render external technical assistance. Much more now we are addressing
how to foment technical cooperation, with the goal of bringing together a 
pool of managerial talent and knowledge that links U.S. academic-based 
researchers and their institutions with their counterpart professionals and 
institutions in the developing world. As a consequence of grappling with 
practical issues and the management of development projects and pro
grams, the concern with performance and managerial capacity within 
developing countries' organizations has led to a shift in attention away
from the relative merits of public versus private initiatives in development
toward the building of intersectoral linkages and the promotion of more 

X 
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effective interactions between the two sectors. 
In initiating this series, the guiding concept has been how best to pro

mote applied research on questions of performance management and ca
pacity building in developing country organizations, both public and pri
vate. In addition to this book by Dr. Kiggundu, other projects will follow 
as faculty at NASPAA-member schools and others active in the network 
established under the Performance Management Project come together in 
specific activities sponsored by the project and related professional net
works. A second project has been initiated, this time in cooperation with 
the Section on htcriiatitnal and Comparative Administration (SICA) in 
the American Society for Public Administration (ASPA). The scholar in 
this second undertaking is Milton J. E.sman; his research project entails 
taking stock of the development management field as a whole: what we 
have accomplished in promoting better theory and practice, and where 
we are headed as we move to the end of this century. Other projects have 
been initiated with scholars active in the Performance Management Proj
ect such as Richard Moore and Louise G. White. Additional professional 
involvement in the field of development management will be brought into 
play as vital parts of an endeavor to sustain new applied research and 
policy-relevant writing in development management. 

Lawrence S. Graham, Series Editor 
University of Texas at Austin 



Foreword 

Ce.Mose3 N. Kiggundu, a native of Uganda, personifies a gratifying
trend of recent years. More and more, women and men from sub-Saharan 
African countries are providing internationally visible leadership in de
velopment organization and management. As managers and entrepre
neurs, as teachers, trainers, and consultants, ar.d as leaders of business 
and professional associationt,, they are fostering internal development
and improving commercial links to their countries. They are also having 
an effect on the links between international development agencies and 
the countries they seek to assist. Donor agencies have considerable diffi
culty adapting their work to the differing environments of developing
countries. People like Dr. Kiggundu, who have been managers in their 
own countries and who also understand the opportunities and costs that 
donor agencies represent, can be extremely valuable brokers in the pro
cess of international collaboration and assistance. 

Dr. Kiggundu's contribution to international organization and man
agement is especially noteworthy for its attention to framework and 
theory. The importance of this contribution should not be underesti
mated. In InstitutionalDevelopmcnt: Incentives to Performance, Arturo Israel 
of the World Bank characterized institutional development as an impor
tant, but "messy," area. He is quite right. Neither the concrete world of 
management incentives, structures, and action, nor the abstract world of
analysis, with its prescriptions for action and "control," are distinguished
by clear questions, let alone clear answers. If the questions can be better 
ordered, better answers will follow. 

The analytical framework developed in ManagingOrganizationsin De
veloping Countries spans private and public sectors, and facilitates valid 
ar, reliable inter-country comparisons. Starting with a reasonably par
simonious set of concepts, Dr. Kiggundu constructs a sturdy framework 
which he tests and elaborates with an impressive cut of the literature of 
the field. His unique combination of African and North American experi
ence implicitly applies a valuable "reality test" to the applicability of the 
framework in different settings. 

Given the multiple sources of his synthesis, readers should not ex
pect to agree with every one of his interpretations and judgments. I hope 
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they will agree that this work represents an unusually ambitious, impor
tant, and successful effort to bring more order and discipline to the 
analysis and understanding of a challenging area of social science. Noth
ing is more practical than good theory. 

Kenneth L. Kornher, Chief 
Institutional Development and Management Division 
Office of Rural and Institutional Development 
Bureau for Science and Technology 
Agency for International Development 
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Preface 

The intellecual genesis and the emotional commitment to this book date 
back to the early 1960s when I was growing up in Butambala, a small 
county in southern Uganda, where I was constantly confronted by the 
dualities and contradictions of development and underdevelopment side 
by side. Igrew up in a business family and started several of my own busi
nesses at a relatively early age. As a teenager, I served as a consultant by
reading, writing and translating for the local "progressive farmers" who,
with assistance from the government, were supposed to eliminate tradi
tional farming practices and usher in a new era of modern commercial 
farming. No matter how hard they worked, and no matter how much the 
government agencies promised, the results were always well below 
expectations. 

I was always struck by the gaps and inconsistencies between official 
government strategic plans and the hard realities of my clients' and family
businesses. Official explanations, whenever attempted, were often in
complete and inadequate. At the university Isoon realized that my clients 
were not alone. Working with more complex development organizations,
I came to realize that the problems of implementation and sustainability
of development initiatives are pervasive and persistent. It was with this 
background that I dedicated myself to the search for explanations that I 
and my clients would understand, accept, and do something about. Little 
did I know then how long and arduous the search would turn out to be. 
This book represents the first formal statement of my on-going inquiry.

This book concerns organization and management for economic de
velopment and social change. One of the greatest challenges of our times 
is the fight against underdeveiopment and the creation of conditions for 
sustainable economic development and social justice. Although the world 
is experiencing the greatest technological advances in the history of civili
zation, and although it is enjoying the greatest wealth so generated, the 
challenges of underdevelopment continue to defy the best solutions the 
world has to offer. Consequently, an estimated three-quarters of the world 
population still lives under human conditions characterized by under
dc, elopment, deprivation, oppression, fear, and hunger, and faces chal
leiiging administrative problems in trying to survive. 
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Increasing global interdependence implies, among other things, that 
the burden and consequences of underdevelopment must be borne by all 
citizens of the world regardless of where they live or work. Experience 
over the last three decades has clearly shown that tile constraints to de
velopment have little to do with overall availability of resources. Rather, 
the most serious constraints relate to the organization, management, and 
utilization of available resources and the opportunities for more balanced 
development. This book provides an organizational framework and prac
tical techniques for more effective management and use of resources and 
opportunities for sustained economic development and social change. 

The book is addressed to all those who care about, seek to under
stand, and have the capacity and opportunity to do something about 
underdevelopment by contributing positively to the development pro
cess. Specifically, it is addressed to the intellectual devekpment commun
ity in both the developing and the industrialized countries. It seeks to 
speak to both the North and the South, as partners in development. 

This is not a homogeneous audience, nor is it easy to delineate, but it 
includes the following groups. First, to students and active researchers in 
development administration and organization science who seek to under
stand the development process through systematic application of theories 
of organization and management, the book offers numerous oppor
tunities for empirical research and hypothesis testing, especially because 
it is grounded in theory. Second, policy makers in both the developing
countries and the international donor or funding communities who are 
responsible for the strategic management of the development enterprise, 
and whose decisions significantly affect resource availability, manage
ment, and use. lb this audience, tile book offers a framework and scope 
for well-informed strategic decisions for development. Third, the book of
fers practical implications and techniques for managers, administrators, 
officers, and all others responsible for the implementation of develop
ment initiatives once they have been determined by the policy makers. 
These include government departments, nongovernmental organizations, 
and private sector firms called upon to serve as executing agencies for the 
implementation of development projects. Finally, the book can be useful 
for the individual who seeks to understand the challenges and com
plexities of organizing and managing development, and who may be 
called upon to participate in the development process as technical 
specialist, advisor, consultant, trainer, counterpart, expatriate, or diplomat. 

The book draws from and brings together the two disciplines of man
agement and development. Although it is advantageous for the reader to 
have a working knowledge of at least one of these areas, the book can be 
read and understood with little or no such background. For classroom 
use, however, it is expected that students will have had at least one intro
ductory course in management or administrative theory. The book should 
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be helpful for courses in areas such as development administration, and 
international, comparative, and cross-cultural management. Universities 
in developing countries should find the book relevant for courses in or
ganization theory, organization behavior, human resource management,
business policy, general management and administration, and industrial 
and organizational sociology and psychology. The book should be particu
larly useful at the senior undergraduate and graduate levels. 

The nine chapters of the text are divided into two parts. Part One,
comprising the first four chapters, provides the theoretical organizational
framework and discusses its relevancy for the development and manage
ment of organizations in both developing and industrialized countries. 
Chapter One discusses the role and importance of organizations for de
veloping countries, and identifies ten common development challenges
whose resolution requires the existence of strong organizations and effec
tive management. The chapter concludes with a brief review of the cur
rent state of knowledge in development administration and organization
science and calls for the integration of the two subdisciplines.

Chapters Two and Three describe how the organization works. Chap
ter Two focuses on the critical operating tasks (COTs), with illustrations 
from production and service organizations in developing countries. 
Chapter Three concentrates on strategic management tasks (SMATs), and 
outlines the basic steps for the development of these tasks and the ways in 
which they can be traced within an organization from the mission state
ment to individual employee behavior at work. The chapter concludes
 
with a brief discussion of the role of the board of directors in facilitating

the effective performance of both types of tasks.
 

Chapter Four details the integration of the two task subsystems

(COTs and SMATs) into a total functioning purposive organization. The

integrating mechanisms-routine, complex, and interorganizational
are also discussed. The chapter concludes with a detailed analysis of the 
concept of collaborative institutional arrangements (CIAs) and its poten
tial usefulness in strengthening individual organizations through a net
work of mutually advantageous collaborative arrangements with other 
organizations. 

Part Two presents selected topical applications of the framework and 
its organizational concepts introduced in Part One. These were included 
because of their relevancy for development administration, the manage
ment of organizations, and overall economic development of the develop
ing countries. Some of the topics, such as human resource utilization,
decentralization, technology transfer, and structural adjustment, are also 
relevant for organizations in the industrialized countries. 

Chapter Five details human resource development and utilization. 
Although much emphasis is put on human resource development as a 
strategy for development, especially by the international donor commun
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ity and newly independent countries, very little attention is paid to the 
successful utilization of these resources for effective organizational per
formance once personnel have been trained or otherwise developed. 

Chapter Six provides a process model of the transfer of technology, 
knowledge, and expertise which links technology-producing and -sup
plying organizations with technology-importing and -implementing or
ganizations right down to the level of the individual operator. The concept 
of local technological capacity (FC) is applied to assess the extent to 
which the technology is acquired, utilized, modified, or exported to other 
organizations. The chapter concludes with adiscussion of three special 
cases particularly relevant for developing countries. These are: (1)small
scale enterprises; (2) agricultural extension services; and (3) small and 
island states. Technology transfer is presented as a continuing organiza
tional learning process. 

Chapter Seven discusses the theory and practice of decentralization 
and concludes that, in spite of the pressures for decentralization, the evi
dence to date suggests that most organizations in developing countries, 
both public and private, have been unsuccessful in sustaining de
centralized performance of their COTs or SMATs. They remain highly 
centralized. 

Chapter Eight introduces the current topic of managing structural ad
justments and public sector reform. It includes a discussion of state
owned enterprises (SOEs), privatization, and the role of the indigenous
private sector organizations (IPSOs) in facilitating macroeconomic struc
tural adjustments and reform. Structural adjustment is conceptualized as 
a form of collaborative institutional arrangements (CIAs) with domestic 
and international public and private sector organizations. The success of 
the reform program depends on the capacity of the participating organiza
tions to initiate, manage, and sustain those collaborative institutional ar
rangements that facilitate the desired structural changes and internal per
formance improvements. 

In general, topics are discussed starting with the micro individual 
level of analysis and intervention such as human resource development, 
and move to the more macro national or policy levels. The concept of or
ganization is a useful one in dealing with the question of managing de
velopment at all strata. Chapter Nine provides an explicit link among 
these different levels or approaches to development administration. By in
troducing the concept of strategic organizations and strategic roles, it 
pulls together the previous discussions and illustrates their relevancy for 
managing development. Specifically, it emphasizes that effective manage
ment of development requires identifying and concentrating on strategic 
organizations and that the selection and utilization of diagnostic and 
intervention methods as well as other resources should be guided by the 
extent to which these bring about effective performance of the critical 
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operating and strategic management tasks of the organizations. Two par
ticularly important issues in development administration-those of leader
ship and sustainability-are briefly discussed. 

This book recommends no quick fixes, no shortcuis, and no instant 
solutions to the complex problems of managing development and under
development. Rither, it intends to improve understanding of the require
ments for managing organizations for development and thus to facilitate 
more informed dialogue, choices, and realistic expectations for the long
term consequences of alternative courses of action. In sum, the book pro
vides a fresh approach to the understanding of the causes of under
development, and the effective management of the development process. 

Moses N. Kiggundu 
Ottawa, Ontario, Canada 
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A Conceptual Model for
 
Understanding Organizations
 



CHAPTER 1 

The Importance of Organizations 
for Developing Countries 

I. The Role of Organization and Management in Development 

For someone working or living in extreme conditions of underdevelop
ment, maldevelopment, and basic needs deprivation like those of the 
slums of Calcutta, the refugee camps of Ethiopia, or Uganda's Luwero 
Triangle, a call for strengthening organization and management of de
velopment initiatives may sound frivolous or even callous. For tile official 
of a ministry of finance and planning grappling with problems of ever in
creasing budget deficits, public debt, and competing demands for limited 
foreign exchange reserves, for the Kenyan small-farm tea grower trying to 
save enough money for next year's fertilizers, school fees, taxes, and living 
expenses, and for the Filipino factory worker hardly making U.S. $1000 
annual household income with a family of six, money and not organiza
tion seems to be the immediate and urgent solution to their problems. The 
concepts of organization, organization science, and development ad
ministration seem remote and almost irrelevant to their pressing needs. 

Yet experience from developing and industrial countries shows that 
development initiatives have often fallen short of expectations partly be
cause of their failure to identify and make available in usable form the re
quired organization resources or the management c,, such resources. The 
argument being advanced in this chapter is that development initiatives 
by either the governments, international aid agencies, nongovernmental 
organizations, voluntary agencies, or the private sector will not make sig
nificant contributions to development unless serious attention is paid to 
developing and sustaining strong and effective organizations. In his intro
duction to the third edition of Paperson the Science of Administration, one of 
the classics in organization science, Luther Gulick-emphasizing the role 
organizations play in sustaining human civilization-wrote: "More and 
more throughout the world, thoughtful men are realizing that the de
velopment, if not the survival, of civilization depends on organization 
... that is, on the science and practice of administration" (1954: 3d ed.). 

There is strong evidence from various developing countries in sup

3 
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port of the view that lack of effective organizations is a serious bottleneck 
for development. The least developed low-income developing countries 
(GNP per capita less than U.S. $400 in 1983), where most of the modern 
sector systems do not work well and whose overall responses to develop
merit initiatives are quite modest, have very limited organizational and 
management capabilities and resources. Most World Bank reports em
phasize the point that these countries do not have adequate capabilities 
effectively to manage development initiatives or to manage themselves 
out of current economic, social, and political difficulties. Hage and Finster
busch (1987) take, as their starting point, the need to build and sustain 
effective and productive organizations as a prerequisite for achieving eco
nomic, social, and political development. 

A recent USAID mission charged with the responsibility of evaluat
ing the agency's training projects in Pakistan found that the country's or
ganizational infrastructure was too weak to manage development initia
tives. Headed by Richard A. Fehnel under contract from the National 
Association of Schools of Public Affairs and Administration (NASPAA), 
and including Harold Freeman, Alice Murray, and Louis Picard, the mis
sion observed that: "By 1982 the Government of Pakistan recognized that 
government departments could not adequately identify, design and im
plement development projects, and that the improvement of manage
ment training programs and the institutions responsible for them was a 
critical factor in managing developmental activities more effectively" 
(Fehnel et al., 1985:22). 

The mission report goes on to say that the limitations of managerial 
practices in Pakistan require structural reorganization and more effective 
utilization of resources. Although the mission team recommended that 
more training resources be made available to the Government of Pakistan,
they concluded that "the institutional capacity to develop and deliver the 
kind of quality and amount of management training needed in the key
development sectors does not exist, and its creation is a lengthy process" 
(Fehnel et al., 1985:27). Unfortunately, these observations apply to -acti
cally all developing countries, especially the low- and middle-income 
countries. In his recent book based largely on field experiences in East and 
Central Africa, Goran Hyden (1983) warns that there can be no shortcuts 
to development because these countries are essentially made up of pre
scientific, not yet organizational societies. Organizations in developing 
countries are sometimes difficult to discern. A Latin American specialist 
once told me that there are no organizations in Haiti; only piles of people 
in crowded warehouses overseen by officials who view their positions as 
privilege or entitlement, not as a duty to serve. 

A comparison of the performances of developing countries seems to 
indicate that the strength of their organizational infrastructure is a major
determinant of the success of their overall performance. In Africa, those 
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countries considered to be doing better than others-such as the C6te 
d'Ivoire, Algeria, Malawi, and Zimbabwe-seem to have stronger and 
more effective organizations than do countries like Ghana, Uganda,
Tanzania, the Sudan, Ethiopia, and Mozambique, which are experiencing 
very serious development problems. 

In Asia, those countries making rapid economic progress, especially 
the members of the Association of South East Asian Nations (ASEAN) 
(Singapore, Thailand, Malaysia, Indonesia, the Philippines, and Borneo), 
Hong Kong, and South Korea, have developed effective indigenous or
ganizations in comparison to countries like Bangladesh, Bhutan, Mal
dives, Nepal, and, as was mentioned above, Pakistan. In a 1984 publica
tion, Yung Whee Rhee, Bruce Ross-Larsen, and Garry Pursell described 
how Korea managed to enter into world markets and expand its export 
business from less than $100 million per year in the 1960s to more than $20 
billion per year in the early 1980s. They asked over 100 exporters what was 
important for their export businesses in the areas of institutional support,
technological developments, and overseas marketing. Not surprisingly, 
these authors found a strong interaction between exporting and the effec
tiveness of a country's economic organizations in both the public and the 
private sectors. They also found that without effective organizations a 
country may not be able to implement successful policies for export pro
motion. The organizational weaknesses that Aaron Wildavsky (1972) 
found to explain failures in planning and plan implementation in Nepal
including costly and inappropriate organizational forms and administra
tive procedures, limited capacity to manage development on an ongoing
basis, inadequate management information systems, and uncontrollable 
external or environmental forces-have also been documented in Tan
zania (Moris, 1981; Hyden, 1983), Kenya (Dasah and Kiggundu, 1985; and 
Leonard, 1977), and Zambia (Chenoveth, 1986). 

The Zambian study is particularly interesting because it almost repli
cates Wildavsky's Nepalese study fifteen years later. Florence A. Cheno
weth, under contract from the Canadian International Development 
Agency (CIDA), undertook an appraisal of the organization, planning 
processes, and management of the Planning Division of the Ministry of 
Agriculture and Water Development of the Government of Zambia. Con
firming the results of an earlier 1982 World Bank report, she found that the 
division was suffering from poor management procedures including lack 
of well-defined work programs, insufficient delegation, poor internal 
work coordination, poor supervision, and inadequate management infor
mation. These problems made it almost impossible for the division to re
form its planning functions. Although she recommended reorganization 
and restructuring the division, she also noted that similar recommenda
tions had been made by the previous World Bank report; however, the di
vision has limited capacity for implementation. 
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As a country begins to make progress in its economic, technological, 
social, and political development, the need for organization and im
proved management becomes obvious and the constraints so imposed be
come more apparent and frustrating India is unique among developing 
countries in at least three aspects. Despite the gross inequalities among 
its population of almost 800 million people, it has made rapid economic 
progress and stands out as one of the most successful developing coun
tries. India is now about the world's seventh largest industrial economy 
and has moved from a position of mass starvation in the 1960s to a net 
exporter of food in the late 1980s. Ini addition, unlike many other develop
ing countries, India has been active, since World War 1I,in studies of or
ganization science. While foreign researchers like Rice (1958), with his 
studies of the application of sociotechnical systems in Ahmedabad tex
tiles, 1.1cClelland and Winters (1969) with the applications of the need 
achievement theory to Indian entrepreneurs, and Hill and co-workers 
(1973), with the early institution building studies, provided the initial im
petus and created the institutional settings, by far the majority of studies 
are being done by Indians working in Indian universities, management 
institutions, and institutes of public administration. The Indian Institute 
of Management, Vastrapur, Ahmedabad, is a leader in this regard. 

The combination of these three factors-rapid economic progress, 
serious problems of inequality, and the availability of organization science 
knowledge about local organizations-has made it possible for the Indian 
leadership to become painfully aware of the limitations of organization 
and management for the country's future development. Addressing the 
Conference of Directors of National Laboratories of the Council of Scien
tific and Industrial Research meeting in New Delhi on May 28, 1986, the 
Prime Minister, Shri Rajiv Gandhi, reflecting on this problem said: 

Scientific administration must be a subject of its own. It cannot 
be borrowed from our general bureaucratic system because it 
is not going to work. At the same time, the answer is not to find 
the best scientists we have and put them in charge as a'dminis
trators because then we lose a scientist. Perhaps, we do not 
even gain in administration. It is a very specialized task. We 
have not developed people in this area and we must see how 
we can develop this. (Emzployment News, Saturday, June 14, 
1986, Vol. XI, No. 11, p. 32) 

Improvements in organization and management in developing coun
tries would also be beneficial to the United States and other industrialized 
countries. These are essentially trading nations and exports constitute a 
significant part of their overall economic performance. According to a re
cent Canadian Government report of the special joint committee on 
Canada's international relations chaired by Senator Jean-Maurice Simard 
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and Torn Hockin (1986), some 39 percent of Japanese, 36 percent of U.S., 
46 percent of European, and 10 percent of Canadian exports go to Asia, 
Africa, and Latin America. Each of these countries is individually in
volved in programs aimed at boosting its export performance. The 
Canadian government report contained a wide range of export promotion 
recommendations, many of which are specifically aimed at developing 
countries. In the United States, in 1980, the President's Export Council 
produced a two-volume report in which it warned that the country's trade 
deficit, growing since 1976, was undermining the countrys economic base 
and that the "United States urgently needs a rapid and sustained expan
sion of its exports of goods and services" (The President's Ex.'ort Council, 
1(8):13, 1980). 

An effective way for these countries to increase their exports is to in
crease trade with the developing countries. 7The only way developing 
countries can increase their trade activities oil a sustainable basis is to in
crease their economic performance, especially, as has been illustrated 
with Korea, that of their own export sectors. This growth can come about 
only if they have strong effective organizations and improved manage
ment practices. 

In addition to trade and commerce, industrialized countries have 
interests in developing countries which are best served under conditions 
of international economic and political tranquility. These interests cover 
the wider areas of international relations, world security including the 
control of terrorist activities, technology flows, direct investment, and 
population flows. The better organized and managed these developing 
countries are, the more likely they are to play a positive and constructive 
role in the complicated affairs of international relations, a role that would 
be of benefit to both industrialized and developing countries. 

II. Organizations in Developing Countries 

Studies show that organizations in developing countries share common 
structural and managerial attributes. These attributes differ from those 
typically found in North America, Europe, and Japan. Anant R. Negandhi's 
comparative study (1979) of 56 American subsidiaries and 55 comparable 
local firms in three Latin American (Argentina, Brazil, and Uruguay) and 
three Asian (India, Taiwan, and the Philippines) countries was one of the 
first to report on these similarities and differences. Negandhi found that 
the local firms, both in Asia and Latin America, shared common structural 
configurations different from those found for the subsidiaries, and differ
ent from what one would normally expect in organizations in the United 
States and Europe. Specifically, the local firms from the developing coun
tries were characterized by: (1) low levels of functional specialization; (2) 
low levels of formalization; (3) many hierarchical levels; (4) high levels of 
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centralization; (5) rigid stratification; (6) hierarchical form of control; (7)
high levels of dysfunctional conflict; (8) paternalistic and authoritarian 
leadership styles; and (9) low morale and little cooperation among the 
employees. 

Drawing on this research and comparing it with studies from other 
parts of the world, Lammers and Hickson observed that developing coun
tries were characterized by underdeveloped traditional organizational 
forms and that these were different from the Anglo-Saxon type of flexible 
bureaucracy common in North America, or the Latin type of classic bureau
cracy particularly common in European Latin countries. Describing the 
underdeveloped organizational form of the developing country, they ob
served: "The local firm generally does not utilize specialized staff person
nel; decision making takes place at tile top and there are relatively few 
formalized rules and procedures. Leadership practices are described as 
predominantly paternalistic. Adaptability is not too high while the cli
mate exhibits few positive features" (Lammers and Hickson, 1979:426).
Faucheux, Amado, and Laurent (1982) give interesting accounts of the 
Latin type of bureaucracy both in Europe and Latin America. 

Additional researchers have found similar results in organizations in 
other developing countries. Kim and Utterbacks (1983) study of Korean 
local firms disclosed that these firms had problems of adaptability and 
that they were mechanistically structured. They also found that operation
technology was inefficient because o, low wages and low cost pressures, 
as these firms were enjoying a protected market with little competition. A 
recent USAID management development study of an agricultural college
in Kenya also found evidence of paternalistic leadership and centralized 
decision making (Nicholson et al., 1985). In a recent debriefing session 
with Canadian executives returning from a business forun, in Kenya, Ber
nard Z. Dasah and Iasked these executives in a telephone interview what 
they thought about the prospects of doing business in Kenya. The results 
of these interviews suggest that the Canadian business executives found 
organizational forms and management styles to be different from what 
they are used to in their own Canadian organizations. Specifically, they
indicated that Kenyan organizations were characterized by: (1) lack of 
middle management skills and talents; (2) too much paperwork and "red 
tape"; (3) lack of practical business and industry knowledge; and (4) lack 
of delegation from the top. Commenting on the centralization of decision 
making in these organizations, one Canadian executive observed: "Black 
top level officials have a pathological reluctance to delegate and they tend 
to cut off winners for fear of exposing their own weaknesses" (Dasah and 
Kiggundu, 1985:5). The problem, however, has less to do with the mana
gers' race than with the current state of organization and management
styles. Peter Blunt (1983), for example, reports on several studies of work 
alienation in Kenya, Zambia, and South Africa, caused by white managers 
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and supervisors who had little time for their subordinates' problems or 
personal concerns. 

Drawing from these studies, and my own experiences in observing 
organizations in various developing countries such as Uganda, Kenya,
India, and Ghana, I have developed a general profile that describes a 
"typical" developing country organization. Figure 1.1 gives this profile at 
the top management, middle management, and operating levels. As any
body who has visited tile executive suites of these organizations knows, 
top management tends to be overworked, putting in long hours and par
ticipating in a wide range of exiraorganizational activities. These may be 
civic, political, religious, tribal, or personal family and business activities. 
The reluctancy to delegate also explains the need to put in long hours, for 
even the smallest operating decisions are pushed up the hierarchy for 
executive action. Administrative and technical executive support is weak 
and quite often the manager ends up doing the support functions like 
planning, budgeting, h.kground research, and environmental scanning 
and analysis before attending to the appropriate executive functions. 
Quite often the organization's mission is not clearly articulated and tile 
organization lacks a clear sense of purpose and direction. Yet, most of the 
executives in these organizations are otten described as highly educated, 
articulate in their expressions, and widely traveled, especially in Europe 
and the United States where they might have attended universities and 
colleges. 

Middle management typically provides a different profile. For most 
of these organizations the middle level is weak, with weak management 
and organization systems and controls. There is little motivation for inde
pendent action either because of top management's authoritarian styles, 
or because of the middle managers' lack of technical and managerial skills 
and experience. In return, middle managers exercise close supervision 
and, like their bosses at the top, allow little or no delegation or participa
tive management. Centralized and personalized management styles are 
pervasive at both levels of the organization. Motivation is low and, accord
ing to a recent indian study by B.R. Sharma of the Indian Institute of Pub
lic Administration in New Delhi, it may have reached crisis proportions, 
at least in India. 

The operating levels are inefficient and costly, putting a lot of finan
cial pressure on the organization's working capital. Productivity is low 
and, with overstaffing ranging from 18 to 50 percent, the individual em
ployees tend to be underutilized. Pay is poor and reward systems are not 
contingent on performance or oLher organizationally relevant criteria. 
Consequently, morale is poor, although this manifests itself in unexcused 
absences and worker indolence rather than frequent turnover. The bound
aries of the organization are rather porous, leaving the vital technical core 
of the organization unprotected and susceptible to abuse by outside 
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Figure 1.1 

AGENERAL PROFILE OF A DEVELOPING COUNTRY ORGANIZATION 

TOP MANAGEMENT 

- Overworked 
- Authoritarian, paternalistic 
- Centralized control and decision making 
- No clear mission or sense of direction 
- Extensive extra-organization activities 
- Politicized 
- Weak executive support systems 

Learned, articulate, traveled 

MIDDLE MANAGEMENT 

- Weak management systems and controls 
- Inadequate management and administrative skills 
- Lack of specific industry knowledge and experience 
- Understaffed 
- Risk averse, unwilling to take independent action or initiative 
- Exercise close supervision, little delegation 
- Low levels of motivation 

OPERATING LEVELS 

- Inefficient, high cost operations
 
Low productivity
 
Overstaffed, underutilized
 

- Low pay
 
- Poor morale
 
-Weak boundaries and unprotected vital technical core
 

L ----------------------------------------------------------------- j 

societal interests. This state often compromises the integrity and efficient 
operations of the technical core leading to inefficiency, unfairness, and im
proper use of organizational resources. The long thin lines between the 
different parts of the organization suggest inaJequate coordination and 
communication among the three different levels. The broken lines at the 
operating levels indicate the porous organization boundaries and in
adequate protection of the organization's vital technical core. 

Of course, this is only a general profile that I believe appropriately 
describes many organizations in various developing countries. Like any 
general profile, however, it does not claim to represent each and every or
ganization and manager in every developing country. Part of the motiva
tion for presenting this profile is to challenge the managers of similar or
ganizations in developing countries to show that the profiles of their own 



11 The Iniprtance of Oranizat insfor Deiehoping Countri's 

organizations are both different and better. This is a descriptive and not a 
prescriptive profile because there is evidence to suggest that its elements 
are associated with various organizational dysfunctions and pathologies. 

1,;., Devefoping Countries: Similarities Versus Differences 

When I tell friends ai:d colleagues that I am interested in studying the 
management of organizations in developing countries, the typical re
sponse is one of surprise, accompanied by a barrage of suspicious ques
tions: Which countries? Which regions? Which topics? Which sectors? 
What type of organizations? The implied assumption is that the study of 
organizations in developing countries in general is perhaps neither pos
sible nor desirable. In this section I shall discuss, on two different levels, 
the similarities and differences within developing countries. First, I shall 
approach the question at the level of the organization. Do organizations 
in developing countries share common characteristics that make it worth
while to study them together? Does such an approach have the potential 
to produce useful knowledge for organization science? Second, I shall ad
dress the question at the level of developing countries. Do thes- countries 
have enough in common in the area of organization and management to 
make worthwhile their study as a single unit of analysis? 

The World Bank lists about one hundred countries as belonging to 
the collective commonly identified as the Third World or developing coun
tries. As we all know, these countries are not a homogeneous unit. Rather, 
they are characterized by diversity, contrasts, and contradictions both 
within and among themselves. They differ in many aspects including 
geography, levels of social and economic development, size, population 
density, technological advances, urbanization, natural resources endow
ment, political systems, culture, religions, languages, history, racial and 
ethnic composition, distribution of income, wealth, quality of life, oppor
tunity, and organization and management depth. For example, the differ
ence between Ethiopia, claimed to be one of the poorest countries in the 
world, and Singapore, another developing country, is perhaps greater 
than the difference between Singapore and the United States or any other 
industrialized country. The differences are so compelling that we must al
ways exercise caution in making generalizations about developing coun
tries or treating them as a single concept or unit of analysis. 

In spite of all these differences and in spite of the fact that developing 
countries are increasingly becoming more heterogenous, I strongly be
lieve that, in regard to discussions of organization and management, 
these countries have so much in common that it makes sense to talk about 
them as if they were a single homogeneous group. The history of organi
zation and management is short but it is even shorter for the developing 
countries. In the summer of 1986, the Academy of Management cele
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brated its 50th anniversary and the centennial (1886-1986) for modern 
management. However, according to a recent World Bank report authored 
by Kubr and Wallace (1983), the history of management and organization 
in developing countries is no older than twenty to thirty years. 

Whether it is their common short exposure to modern management 
and organization science or some other reasons, developing countries 
share a common set of organization and management problems. I have 
identified ten organization and management problems that are common 
to all developing countries. The magnitude and seriousness of each of 
these problems may vary from country to country and over time, but on 
the whole, sooner or later, each of the developing countries experiences 
difficulties associated with the management of every one of the problems 
listed below. These problems are: 

1. 	 Development and susteiiance of high performance systems in 
order to increase productivity and effective utilization of scarce 
resources. 

2. 	 Diversi':ration of the economy by introducing new activities 
within already existing sectors, and by creating new sectorial ac
tivities. Examples include introduction of new and better food 
and cash crops, diversification from agriculture to other sectors 
like manufacturing and services, and introduction of better pro
duction methods. 

3. 	 Development, localization, and utilization of human resources, 
especially in the managerial, technical, and professional cadres. 

4. 	 Development and maintenance of cost effective and revenue gen
erating infrastructures and social service delivery systems (e.g., 
education, housing, transportation, communication, health), 
consistent with the rising expectations and demands of the 
people. 

5. 	 Development and sustenance of more "democratic" political in
stitutions and practices consistent with local and national secur
it' needs and international pressures. 

6. 	 Management of the growth, structure, and composition of each 
country's diverse population in accordance with its available 
resources in order to avoid or to minimize the opportunity for 
conflict among the different ethnic and socioeconomic interest 
groups. 

7. 	 Localization of the economy so as to place ownership, manage
ment, and control of the major economic organizations of the 
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country in the hands of its citizens. 

8. 	 Attainment and maintenance of more equitable distribution and 
effective utilization of income, wealth, and opportunities. 

9. 	 Management of rural-urban development dynamics and inter
dependencies. 

10. 	 Management of structural adjustments including public sector 
reform, divestiture, private sector development, privatization, 
and internal and external indebtedness. 

The nature and the causes of each of these ten problem areas are 
many and complex, and they vary from country to country. I suggest, 
however, that an examination of the organization and management sys
tems and practices found in a given developing country will provide a 
basis for better understanding of the causes and persistence of these prob
lems. It should also aid the development of realistic and sustainable solu
tions. Because a detailed discussion of all ten problem areas is not feasible, 
I have chosen to analyze two of the problems and their relevancy for or
ganization and management in developing countries in general. 

IV. Management of Inequalities 

All developing countries are characterized by gross inequalities in the dis
tribution of income, wealth, and opportunity. In Kenya, for example, ac
cording to the Canadian International Development Agency's (CIDA) 
1985-90 country briefing review, the richest 10 percent of the Kenyan 
population receive 45.8 percent of total household income, while the 
poorest 20 percent receive only 2.6 percent of total household income. In 
Peru, the lowest 20 percent of the population share only 2 percent of total 
household income while the highest 10 percent take 43 percent of total 
household income. The comparable figures for the poorest and richest 
populations and their share of total household income are: Mexico, 3 per
cent and 41 percent; Nepal, 5 percent and 47 percent; and Brazil, 2 percent 
and 51 percent! Attempts to correct these inequalities often have been un
successful, have met with serious opposition from the powerful and 
privileged, and have led to violent changes of government regimes. The 
situation is not likely to change in these and other developing countries 
until effective economic, social, and security organizations can be de
veloped and managed in such a way that they are used as instruments of 
change.
 

The distribution of opportunities is equally skewed for social ser
vices. Although developing countries have made great strides in extend
ing education services in both rural and urban areas, they still have a long 
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way to go before reaching all eligible citizens. According to the World 
Bank's 1985 World Development Report, in 1982 the numbers enrolled in 
secondary schools as a percentage of age group were 30 percent for the 
low-income countries, 42 percent for the middle-income countries, 14 per
cent for sub-Saharan Africa, and 52 percent for the upper middle-income 
countries. Likewise, the numbers enrolled in higher education as a per
centage of population aged 20-24 are 4 percent for the low-income coun
tries, 1 percent for sub-Saharan Africa, 12 percent for middle-income 
countries, and 14 percent for upper middle-income ones. These are rather 
disappointing statistics, especially because education is positivel' corre
lated with the propensity to respond positively to development initia
tives. These figures indicate that large numbers of people are deprived of 
education opportunities, as about 60 percent of the population of a typical 
developing country is 25 years old or younger. The only practical solution 
to these problems is that these countries develop and sustain effective 
educational institutions and educational delivery and support systems. 
The underorganized countries with weak organizations and poor man
agement practices also have the poorest statistics. Health care services are 
equally unevenly distributed among the populations and require similar 
organization and management responses. Without tile development and 
maintenance of effective organizations, I predict that all cfforts to create 
wealth, generate income, and distribute opportunities more evenly will 
always fall short of expectations. 

V. Management of Rural-Urban Transitions 

Conventional wisdom would have us believe that developing countries 
do not have urban management problems, as the majority of their popula
tion live in rural areas. This view is reinforced by the great . ;Iphasis put 
on rural development, especially in studies of development administra
tion. Moreover, there is a general feeling that urban dwellers are better off 
than their rural brothers and sisters. Yet recent studies suggest that urban 
poverty and relative deprivation are as serious in the cities, and in some 
countries are more serious than in the rural areas. For a detailed discus
sion of the challenges of metropolitan management in Asia, see Sivara
makrishnan and Green (1986). 

Developing countries are becoming increasingly urban. Figures 
show that urban population is growing at least 2 percentage points faster 
than the general population. Although the average urban population as a 
percentage of total population for the low-income countries was 25 per
cent in 1985, for the middle-income and upper-income countries the fig
ure was 50 percent. Moreover, during the twenty-year period from 1960, 
the number of cities with one-half million people or more grew very fast. 
Consequently, by 1985 at least ten developing countries had five or more 
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cities of at least one-half million people in size. The list of countries and 
their respective number of such large cities include China 78, India 36, 
Brazil 14, South Korea, Mexico, and South Africa 7, Iran 6, and Argentina 
5. 

Although productivity is higher in urban areas than it is in rural 
areas, metropolitan areas of such large magnitude require effective organi
zations and utilization of modern management concepts and techniques. 
Formal studies and casual observations indicate that the majority of 
municipal governments in developing countries experience problems in 
the following areas: (1) revenue collection and fiscal responsibility; (2) pro
tection of lives and property; (3) garbage collection and related sanitary 
services; (4) adequate public utilities (e.g., water, electricity, transporta
tion, and housing) at a price people can afford; and (5) physical and urban 
planning for orderly development and effective utilization of municipal 
resources. These problems are aggravated by organization and manage
ment problems. Every developing country faces increasing urbanization 
and problems of metropolitan management in addition to the problems 
of rural development and the movements of people between the two sec
tors. Therefore, every developing country needs expertise in the effective 
organization and management of city administrations, rural develop
ment, and the interaction and interdependence between the two sectors. 
In subsequent chapters, we present a conceptual framework for under
standing and development of such specific organizations in developing 
countries. 

VI. The Concept of Organization 

Like other disciplines, organization science has spent a lot of effort defin
ing the essence of its subject matter-the organization. In particular, the 
early studies of organization science were caught up in an endless and 
often fruitlcss debate over the definition and meaning of organization. Or
ganization scientists from different academic and professional back
grounds have used different terminologies to describe the concept of 
organization. These include formal organization (Blau and Scott, 1962), 
informal organization (Roethlisberger and Dickson, 1939), social organiza
tion (Bakke, 1959), human organization (Likert, 1967), biological organiza
tion (Haire, 1959), complex organization (Galbraith, 1973; Perrow, 1986), 
bureaucracy (Blau, 1963; Goodsell, 1983), and institution (Williamson, 
1985). More definitions have generally led to more confusion and delayed
the development of useful knowiedge about organizations. The fact that 
organization scientists came from diverse academic backgrounds includ
ing the social, physical, and biological sciences was also not helpful. 

Even today, there is no universally accepted definition of organiza
tion. This lack should not be either surprising or discouraging. Failure to 
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agree on a single definition of its core concepts does not necessarily stop a 
discipline from producing useful knowledge and advancing human 
understanding. To the contrary, diversity may be a source of strength and 
creativity leading to a more comprehensive and sophisticated discipline. 
As Penrose (1952) reminded economists more than 35 years ago, and Kim
berley, Miles, and their co-workers (1980) more recently reminded organi
zation scientists, even biologists have not yet settled on a single definition 
of the concept of the organism. Yet this has not stopped scientific ad
vances in the biological sciences, which today form the basic discipline for 
the life sciences and contribute useful knowledge to many others, includ
ing organization science. 

It is necessary to provide a working definition of the concept oi or
ganization and to show how it compares with others in the literature. 
More to the point, a working definition serves a specific purpose by set
ting the stage for subsequent discussions in this book. Following Daft and 
Steers (1986), 1define organization as: 

1. 	 an organic social-technical entity, 

2. 	 which is mission driven and goal directed, 

3. 	 which at any given time has a deliberately structured activity 
system, 

4. 	 with an identifiable boundary or boundaries, 

5. 	 which has generalized and specific task environment(s), and 

6. 	 which has various internal and external actors and stakeholders 
(individuals, groups, other organizations) with specific needs 
and expectations in exchange for contributions to the organiza
tion's survival, growth, and development. 

Organizations possess some of the characteristics of living or
ganisms: they can grow, decline, decay (Kiggundu, 1985b), and even die 
(Hall, 1976, 1984; McHenry, 1985). They are mission driven and goal di
rected in that every organization has a raison d'etre for its existence which 
determines the parameters of its vital core or its most important operating 
tasks. The major activities are deliberately structured so that, ideally, man
agement can exercise organizational dloice in the selection of methods for 
designing, structuring, and changing the organization in light of internal 
and environmental changes. This is the essence of the structural con
tingency theories of organization (Burns and Stalker, 1961; Hage and 
Finsterbusch, 1987; Lawrence and Lorsch, 1967; Trist et al., 1963). 

Organization boundaries are difficult to visualize because they are 
not physical or concrete objects but are conceptual maps of the relation
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ship between the organization and its environment, even in developing 
countries where organizations are often superceded by individual, family, 
village, tribal, or community considerations. As open systems interacting 
with the environment, organizations tend to have porous boundaries, 
especially in the top hierarchies. This organizational porosity causes prob
lems for management particularly in developing countries, where even 
the technical core is exposed to unfavorable environments (Kiggundu, 
Jorgensen, and Hafsi, 1983). Finally, organizations face two types of en
vironments: the general environment common to all organizations in the 
same locale, and specific task environments unique to a specific organiza
tion. Each of these environments has actors or stakeholders who play a 
major role in determining the organization's welfare and destiny. 

VII. Organization Science 

Organization science (OS) as a discipline has been as difficult and contro
versial to define as the concept of organization itself. It is clear, however, 
that organization science is a multidisciplinary study of and about organi
zations: their internal properties, processes, and dynamics; their relation
ships with other organizations; the interactions with different elements in 
the environment; and the individual and collective behavior of their re
spective actors and stakeholders. Organization science draws not only 
from the social sciences, but also from a wide range of disciplines. Con
tributions from the physical sciences include Frederick Taylor's (1911) 
scientific management from industrial engineering, Demings (Dewar, 
1980) quality control circles (QCCs), and Louis Davis' (1975) sociotechnical 
systems analysis from chemical engineering. From the biological sciences 
we get Bertalanffy's (1968) genera! open systems theory popularized in the 
1960s and 1970s by researchers at the University of Michigan's Institute of 
Social Research including Katz and Khan (1978), McGregor (1967), and 
Likert (1967). We also get the more pervasive macro and micro contingent 
theories as exemolified by the works of Aiken and Hage (1968), and 
Charles Perrow (1986), and Fiedler (1967), House (1971), and Miner (1965), 
respectively. Medical sciences and psychiatry have contributed diagnostic 
and intervention theories and methods (Kets deVries and Miller, 1984; 
Levinson, 1972) and agricultural sciences have provided tools and 
methods for conducting organizational experiments (Evan, 1971). 

Within the social sciences, contributions to organization science have 
tended to vary by discipline and by level of analysis. Organization 
sociologists have tended to focus on macro-organization theory, taking 
the organization as a whole or divisions thereof as the unit of analysis and 
taking the Weberian theory of bureaucracy as the starting point. British 
and European scholars have been particularly fond of this approach. 
Examples include the Aston study group in England (Pugh, Hickson, and 
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Hinings, 1971; Child, 1972), Woodward's early work (1965), the work of 
Burns and Stalker (1961), Crozier's study of French bureaucracies (1964), 
and Hofstede's study of the consequences of culture on organizations 
(1980). The contributions of psychology and social psychology have been 
mainly at the more micro individual, interpersonal, and small group 
levels of analysis. With the major contributions coming mainly from the 
United States, the main focus of the micro perspective has been that of 
understanding and changing behavior in organizations. Accordingly, 
most efforts have been directed at developing, testing, validating, and ap
plying theories and diagnostic and intervention tools and methods for 
bringing about socially desirabie behavioral changes in organizations. It 
is for this reason that most of the micro-organization theories of motiva
tion (Lawler, 1971), job design (Herzberg, Mausner, and Snyderman, 
1959; Hackman and Oldham, 1980), leadership (Fiedler, 1967; Hersey and 
Blanchard, 1982) de:ision making (Vroom and Yetton, 1973), group dy
namics (Janis, 1972), stress (Albrecht, 1979), and role conflict and role am
biguity (Kahn et al., 1964) have an applied or practical component. Ameri
can industrial and organization psychologists have done it so well that a 
history professor from New England accused his colleagues of being "ser
vants of power" (Baritz, 1960). 

Political scientists have traditionally been interested in even larger 
political entities like nation states. They have therefore tended to study 
organizations as a means to understanding the more macro political sys
tems. Because of their interest in international affairs, political scientists 
have been among the most active social scientists in contributing to de
velopment administration and organization sciences in developing coun
tries. In a relative sense, contributions to development administration 
from industrial and organizational psychology have been particularly 
limited. This unintended bias reflects the current stock of organization 
science knowledge and limits our understanding of organizations in de
veloping countries. 

In addition to the basic disciplines, organization science is increas
ingly found in a wide range of professional schouls including bi.iness, 
public administration, international relations, medicine, educIF-,, social 
work, and hw. Each of these schools tends to specialize in ;',,iying spe
cific types of organizations. For example, business schools tend to study 
industrial organizations, while those of public administration study civic 
and public organizations, and those for international relations focus on 
international organizations. The more specialized professional institu
tions like the police and military academies, theological colleges, and 
schools of hotel and hospitality management and of wildlife manage
ment, also study organization science, but only within the confines of 
their particular interests. 
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VIII. Development Administration 

The previous section has demonstrated the multidisciplinary nature and 
extent of organization science. Although individual researchers and in
stitutions may choose to concentrate on only one or a few aspects of or
ganization science, the discipline must be broadly defined to include all 
the various perspectives and approaches. Organization science in de
veloping countries is even more demanding because, as I have argued 
elsewhere (Kiggundu, 1986), in addition to the above disciplines, it must 
also draw from others, including economic development and interna
tional economics, colonial history and administration, international 
development and technical assistance, technology transfer, rural develop
ment, and cross-cultural studies. That it is almost impossible to be knowl
edgeable in all these areas may explain why very few promising young 
scholars choose to specialize in development administration. It may be 
that the scholastic demands far outweigh the potential intrinsic and ex
trinsic benefits.
 

Development administration-recently renamed development 
man
agement by international development agencies (see, e.g., Honadle, 
1986) to emphasize the managerial skills requirements as opposed to the 
routine administrative maintenance functions of development-has 
other problems as an applied discipline of study. One such problem is that 
it is highly differentiated. We find subfields of specializations differen
tiated by region, sector, and topic with each subfield having little or no 
connection with other subfields or with the general discipline of organiza
tion science. 

Figure 1.2 illustrates the differentiation of development administra
tion as a discipline. As the diagram shows, individuals tend to specialize 
within a topic, sector, or region. For example, individuals might specialize 
in development administration in China, South America, or the Middle 
East rather than in organization science as a field of study with applica
tions in different parts of the developing world. Moreover, each of these 
regions can be further subdivided: sub-Saharan Africa can be divided into 
Anglophone Africa, Francophone Africa, or the nine members of the 
SADCC (Southern African Development Coordinating Conference) re
gional grouping. Likewise, each of the sectors can be subdivided into 
specialist subsectors. Within agriculture, for example, specialists exist in 
the organization and management of food production, export crops, pas
toral farming (dairy, ranching, etc.), fisheries, forestry, or a si.igle 
generalized function like irrigation. Finally, the topics can also be divided 
into subfields of study. For example, human resource development can 
subdivide into human resource planning, education (primary, secondary, 
university, etc.), industrial and technical training, management develop
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ment, motivation, and population flows. 
Several drawbacks are associated with these differentiations. Infor

mation and knowledge tend to be scattered and hard to find. Experiences 
are noncumulative or nonadditive. There is little or no cross-fertilization 
of knowledge or experience across regions, sectors, and topics. Instead, 
each study or field experience is treated as a unique subject matter un
related to others in development administration. Moreover, with so few 
good researchers and field specialists available on a continuing basis, it 
becomes almost impossible to cover all the subdivisions. Clearly, there is 
need for integration. Development administration should be treated as an 
integral subdiscipline of organization science. Instead of specializing in 
the management of irrigation schemes in Thailand, one should strive to 
be a specialist in organization science with special interests in the manage
ment of irrigation schemes in developing countries (Plusquellec and Wick
ham, 1985). 

IX. Organization Science and Development Administration:
 
The Need for Integration
 

In the previous section, Ihave discussed some of the problems of develop
ment administration and suggested that there is a need to integrate the 
various subfields. In this section, I present evidence of the need to inte
grate development administration and bring it closer to the rest of organi
zation science. During the early 1980s, while my colleagues Jorgensen and 
Hafsi and Iwere at McGill University in Montreal, we started aprogram of 
research aimed at investigating the state of the art of development admin
istration in order to advance knowledge and understanding in the field. 
We began by undertaking a structured survey of the literature to examine 
how organization science and administrative techniques have been 
applied in developing countries. A sample of 94 articles was obtained 
from AdministrativeScience Quarterly, and from a computer search of three 
data bases: Management Contents, Economic Abstracts International, and 
SociologicalAbstracts. About two-thirds of the articles chosen were listed in 
ManagementContents; the others were distributed equally between the two 
remaining data bases. These articles covered all of the different geographi
cal regions of the developing world, different methodological approaches
(empirical, quantitative, qualitative, and theoretical), and different or
ganization science topics including organization tasks and technology,
leadership, organizational goals and effectiveness, motivation, organiza
tion structure, decision making, the organization and environment, and 
attitudes (Kiggundu, Jorgensen, and Hafsi, 1983). 

In synthesizing this literature, we found that, although there was a 
great deal of interest in the utilization of organization science in develop
ing countries as shown by the sheer volume of published materials on the 
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subject, the studies suffered from several weaknesses. First, the methodo
logical approaches and sampling techniques they used were weak or un
clear, making it difficult to generalize the results to other organizations. 
For example, in all the studies reviewed, only seven specified the size of 
the population from which the samples of firms or persons were drawn. 
In the majority of cases, the authors were content to provide assurances 
that the sample was a good cross section or that the organizations were 
representative of the range of firms. 

Second, in many cases, the particular theory or organization science 
technique used was obsolete. Consequently, studies of development ad
ministration were not up-to-date with current thinking and practice in or
ga nization science, thus depriving developing countries of the opportun
ity to use the latest knowledge. 

Third, the studies lacked local focus, since most of the authors did 
not have direct connection with the organization or developing country 
where the study was conducted. We classified the 94 articles according to 
the author's name and institution! affiliation. An article was coded as 
having a direct connection with the developing country that was studied 
if at least one of the authors had an institutional affiliation in that country 
or if the author's name appeared to indicate ethnic roots in that coL ntry. 
We were able to code' i of the articles with a substantial degree of confi
dence since my colleagues and I have extensive experience in different 
parts of the developing world. Three-fifths of the coded articles did not 
have direct connections with the developing countries where the studies 
were conducted either by institutional affiliations or by virtue of the au
thcrs' names. Thus, such studies reflect tile potential problems of ex
tractive research. 

Extractive research is research undertaken in one organization or 
country for the sole benefit of individuals or institutions in another coun
try. Elsewhere, I have described extractive research as a process that usu
ally involves a foreign researcher using foreign conceptual models and 
diagnostic tools, gaining entry into a developing country organization, ex
tracting data from the organization and its members, returning home, and 
using the data to advance his or her own professional interests or the inter
ests of the sponsoring institution with little or no regard for the needs and 
interests of the organization or people from whom the data were extracted 
(Kiggundu, 1985). Our studies have shown that a considerable amount of 
organization science work carried out in developing countries constitutes 
extractive research with little or no direct benefits to these countries. 

Finally, as there was little evidence to suggest that tile results of the 
large sample of studies had been fed back to the participating organiza
tions or countries, we were led to speculate that most of the work in de
velopment administration is extractive research. Unfortunately, the re
sults of such research make little or no contribution to the understanding 
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of organizations and improvements in the performance of their respective 
critical operating and strategic management tasks. 

In a more recent study of the effect of market imperfections on the 
structuring of organizations in developing countries, we also found a gen
eral lack of organization science knowledge in these countries. We ob
served that ". . . there has been less emphasis on how organizations func
tion in developing countries and how they can be made more effective" 
(Jorgensen, Hafsi, and Kiggundu, 1986:417). Similar conclusions have 
been made by other independent researchers. For example, Kim and 
Utterback (1983), while studying the evolution of organization structure, 
technolog)y and local market conditions in 31 Korean consumer and in
dustrial electronic equipment manufacturing firms-both new and estab
lished-also complained about the lack of advanced understanding of 
organizations in developing countries. They blamed this on inadequate 
systematic organization science research in these countries. 

All these studies point to the same inescapable conclusion. There is 
little systematic organization science research in developing countries 
and most of what is done is essentially extractive research of little or no 
benefit to the country or organization in which it is conducted. One way 
of addressing this problem is to integrate development administration 
into the mainstream activities of organization science so that both are 
guided by the same principles, ethics, and methodological requirements. 

X. The Current State of Organization Science 

Organization science as a discipline is itself not without faults or limita
tions. There is as yet no definitive or comprehensive theory of organiza
tion. Instead, the field is characterized by numerous and sometimes con
flicting theoretical frameworks or middle-range theories with limited 
explanatory or predictive powers. Some of these theoretical frameworks 
are so general that critical tests are difficult to conduct; thus it is almost 
impossible to disprove them and replace them with better theories. Sec
ondly, most organization science research has tended to be ethnocentric, 
that is, most of the theories, research methods, and diagnostic and inter
vention tools and techniques have been developed, tested, validated, and 
applied within the industrialized Western technological, economic, politi
cal, and cultural contexts. It is therefore not surprising that one of the 
most popular and at times trifling questions asked in development admin
istration is the extent to which these theories apply in non-Western or 
nonindustrialized countries, especially in the traditional settings of the 
developing countries. Moreover, organization science has not always fo
cused on the organization as the subject of study. In the opening remarks 
of his recent award-winning book in which he quotes from Phil Mirvis, 
Jeffrey Pfeffer complains that, as organization scientists: 
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* . .we have moved away from analyzing organizations as 
what we know them to be, physical entities with relational 
structures characterized by demographic processes such as 
entry and turnover. We have so enjoyed drawing figures on the 
ground speculating and psychologizing about intrapsychic 
processes, and developing complex and convoluted concepts 
and measures that we have at times lost sight of the ground for 
all the figures we have drawn. (Pfeffer, 1982:viii) 

In spite of these criticisms, Donaldson (1985) has vehemently de
fended organization theory and has replied to critics who would like to 
see either a more micro individual level of analysis, or a more macro 
societal approach. 

Perhaps one of the most serious limitations of organization science 
from the point of view of making significant contributions to development 
administration is that it too is highly differentiated. This differentiation 
and 'ragmentation of organization science knowledge manifests itself in 
various ways including the proliferation of specialty journals, the mush
rooming of professional associations and intere:;t groups, and the fre
quent reorganizations of university academic units associated with or
ganization science teaching and research. Perhaps this differentiation 
should be expected, given the wide range of disciplines from which or
ganization science draws. Diversity can be a source of both strength and 
weakness. In this case, organization science has not gained strength from 
its diverse disciplines. It remains a differentiated and fragmented disci
pline, packaged ir,a way that makes utilization difficult especially for or
ganizations in d.-veloping countries. 

The organization of the Academy of Management, a leading academic 
and professional association for organization science, gives a sense of the 
diffeiontiation of the discipline. Started over fifty years ago in 1936 by only 
a handful of university professors, the Academy has grown into an inter
iiational organization with sixteen professional divisions, three interest 
groups, and five U.S. regional divisions. It produces three journals, a gen
eral newsletter, divisional newsletters, and six conference proceedir gs for 
the national meetings and each of the regional meetings. Figure 1.3 shows 
the professional divisions and interest groups into which organization sci
ence is divided by the Academy. 

The professional divisions and interest groups give a clear indication 
of the substantive differentiation of organization science. The regional di
visions apply only to internal U.S. geographical areas and repeat the same 
professional divisions and interest groups. The interest groups are only 
evolutionary temporary structures because almost invariably, all interest 
groups eventually achieve full professional division status. A close 
examination of the professional divisions and interest groups shows no 
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systematic logic or rational basis for dividing up organization science 
knowledge. Some of the divisions, like Public Sector and Health Care Ad
ministration, are sectorial. Others are each associated with one of the 
basic disciplines of organization science. For example, Organization Be
havior is associated with psychology and social psychology, Personnel/ 
Human Resources with industrial psychology, Organization and Manage
ment Theory with sociology, and Production/Operations Management 
with management science, operations research, and management infor
mation systems (MIS). The divisions also suggest clear overlaps with one 
another. Management Education and Development, for example, can 
concern a publicly owned health care delivery system in a Jordanian -, 1n
istry of health. However, this categorization would overlap with at least 
other three divisions: Public Sector, Health Care Administration, and 
International Management. If attempts are made to improve the health 
care delivery system organizations, then either Organization Develop
ment or Managerial Consultation, or both, would be involved. Moreover, 
management education and development are usually undertaken as part 
of a program of human resources development and management. It can 
therefore be argued that the activities of the Management Education and 
Development professional division can be subsumed within the domain 
of the Personnel/Human Resources division. 

According to the Academy's 1983 Handbook, its more than 5,000 
members come from nearly 40 countries. In spite of this, only one division 
is responsible for promoting excellence in international management. 
This division is responsible for accommodating all of the research and 
applied interests and studies outside the United States. It is the division 
within which development administration can legitimately be repre
sented. However, development administration has to compete with other 
more attractive international studies, especially those from Japan and 
Europe. Consequently, the Academy of Management, through its profes
sional divisions and other channels including its journals and national 
and regional conference proceedings, provides very limited and insuffi
cient outlets for development administration. 

It is clear that the divisions of the Academy of Management do not 
reflect logical or natural divisions of organization science. Rather, they are 
the result of half a century of organizational political processes within the 
Academy and its membership. They represent perhaps an honest but hap
hazard attempt by the Board of Governors--the executive arm of the Acad
emy-to accommodate as many organization science interests as possible 
and to prevent a proliferation of competing professional associations. 

The Academy's rationale for the professional divisions is that they 
promote excellence in established management disciplines and that the 
interest groups are established to recognize management trends. It is also 
true that the Academy has a number of integration mechanisms for cross
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fertilizing knowledge across divisions and bringing divisional members 
together. The three journals do not recognize the professional divisions in 
their editorial and publication policies and procedures. The annual meet
ings and regional conferences contain joint sessions organized by two or 
more divisions together. Conference proceedings, though organized by
divisions, are bound together and distributed to all registrants regardless
of divisional membership. Membership is also open for all divisions and 
most members belong to at least three professional divisions and as many
interest groups as they choose. However, the Academy fee structure dis
courages membership in many divisions and interest groups, because 
there is an additional charge for both membership to more than two divi
sions, and membership to the interest groups. 

This information should indicate that organization science might be 
served better by the Academy of Management if it contained fewer profes
sional divisions and interest groups. The integration of organization sci
ence subfields not only would advance excellence in the discipline but 
also would make it easier for development administration to be integrated
into a more coherent body of knowledge. I use this discussion as an illus
tration rather than a criticism of the Academy of Management, because 
other professional associations face similar problems. 

XI. What Needs o Be Integrated 

I recommend three levels of integration. First. development administra
tion should be integrated so that the differentiated subfields as shown in 
Figure 1.2 are merged to ep-nble knowledge and experience gained in one 
to be generalized for the b .iefit of others. This is initially a message for 
those actively involved in advancing knowledge and understanding of de
velopment administration. The second level of integration involves or
ganization science as practiced in the United States, particularly by the 
Academy of Management. The argument advanced above is that organi
zation science is too fragmented and that the discipline would benefit by
the amalgamation of the various subfields so that knowledge and experi
ences can be shared and tested for generalization. This goal is easier to 
attain with fewer rather than more divisions or interest groups. Organiza
tion science is not suffering from a shortage of research but the knowledge
gained is not as cumulative and additive as it should be. Finally, I call for 
integrating the two disciplines of development administration and organi
zation science, a move that would be of benefit to both disciplines.

Development ,dministration would benefit by these suggested
changes in several ways. It would be able to draw on better scientific 
methods of organization research, diagnosis, and intervention. It would 
avail itself of a wide range of theories and concepts oforganization science 
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which would facilitate studies of organizations in developing countries. It 
could use the theoretical frameworks and research methods available in 
organization science to codify, analyze, and generalize the results of its 
studies to other settings in both the developed and the developing coun
tries. It would avoid using dated or obsolete theories, tools, methods, and 
management techniques. It would avail itself of the same criteria and stan
dards of performance as exist in organization science. Such opportunities 
would open up many dissemination channels available in organization 
science but not readily accessible for development administration. As a 
regular editorial reviewer and contributor to several organization science 
journals, I know hov., difficult it is to publish studies of development ad
ministration in these journals. 

Organization science would also benefit, in different ways, from an 
integration with development administration. It could develop a more 
universal body of organization knowledge applicable to all organizations 
worldwide. Indeed, the call for a universal body of organization science 
has been made several times before now. James Thompson, one of the 
founders of modern organization science and the founding editor of Ad
ministrative Science Qua:terly(ASQ)-a leading journal in the field-made 
this call when he launched the journal. In its very first issue, he chal
lenged other scientists to join hands in developing an applied science 
applicable to organizations not only in North America but in other parts 
of the world as well. He was unhappy with a trend he had observed in 
which concepts, theories, and methods of organization science being de
veloped then were applicable only "to one cultural setting but not to 
others" (Thompson, 1956:106). As a scientist, he believed that the applica
tion of rigorous scientific methods to the study of organizations would en
able "the discarding of concepts limited to particular geographical areas" 
(p. 105). 

In a 1974 memorial issue published shortly after his death, Thompson 
was quoted to advance a theory based on his earlier work on organiza
tional interdependence (Thompson, 1964), in which he speculated about 
the role of technology in determining the nature and developments of 
human social organization and the interaction of the family, the local com
munity, and the national and international levels in both developing and 
industrialized countries. In essence, he was suggesting a multicultural 
worldwide theory of organization science (Ratiu, 1987). 

Others have followed Thompson by making similar calls. C. J.Lam
mers of the Institute of Sociology, University of Leyden, the Netherlands, 
working with British and European organization sociologists, has argued 
that the original European founders of organization science like Max 
Weber (1947) deliberately avoided a fragmented approach whereby the 
discipline would be horizontally divided by institutions. He goes on to 
say that although European organizational sociologists continued to em
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phasize the "cross-institutional study ot characteristics of organizations" 
(Lammers, 1981:270), later organization scientists have abandoned the 
vertical approach in favor of the more culture-specific horizontal ap
proach. Empirical studies addressing the need to develop more universal 
theories and typologies of organizations are reported in a volume edited 
by Lammers and Hickson (1979). 

I believe that organization science will not mature into an internation
ally recognized full-fledged academic discipline or professional practice 
unless it has demonstrated that its concepts, theories, tools, methods, 
and techniques are as applicable in settings outside North America and 
Western Europe as they are within. It is particularly important that its rele
vance be demonstrated for non-Western traditional settings in [he de
veloping world. An effective strategy of dealing with this credibility gap is 
that organization science join hands in partnership with development ad
ministration. This book makes a contribution toward such integration. 

XII. Culture and Organization Science 

There is strong empirical evidence to suggest that culture has important 
consequences for the structuring, management, and behavior of organiza
tions in both developing and industrialized countries. This evidence 
should not be surprising since organizations as social institutions are ex
pected to take on the cultural attributes of the societies they are designed 
to serve. Examples of cultural studies include Child's (1981) comparison 
of British and German firms; Inzerilli and Laurent's (1983) comparison of 
French and U.S. organizations; and Riegers (1987) comparative analysis 
of the influence of national culture on the structure, process, and strategic 
decision making of the airlines of three industrialized countries-Canada 
(Air Canada), Italy (Alitalia), and West Germany (Lufthansa)-and five 
developing countries-Brazil (Varig), Pakistan (PIA), Thailand (Thai Inter
national), Singapore (SIA), and Indonesia (Garunda). The results of this 
extensive field study clearly show the importance of cultural variables in 
explaining the structure and performance of strategic management tasks 
by the executives of these organizations. What this and similar cultural 
studies do not show, however, is the relative importance of cultural (e.g., 
values, social relations) and noncultural variables (e.g., technology, struc
ture) in explaining management processes and organizational perfor
mance at both the operating and the strategic management levels. 

One of the best known and influential organization science culturists 
is Geert Hofstede, an articulate Dutch scholar based at the Institute for 
Research on Intercultural Cooperation in the Netherlands who does re
search on organizations in both developing and industrialized countries. 
In the 1970s, Hofstede collected data from over 1,600 IBM workers and 
managers in over 60 countries. When he analyzed the questionnaire data, 
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he found that certain countries clustered along specific cultural dimen
sions and that ihese dimensions could not be explained by other factors 
such as job level ,r the country's level of economic development. Hofstede 
(1980) came up with four cultural dimensions: (1) power distance, the extent 
to which hierarchical power places people at psychological distances from 
each other; (2) uncertaintyavoidaace, the extent to which ambiguity is per
ceived as threatening and risk-taking behavior is avoided; (3) masculinity 
fenininity, the extent to which masculine traits such as achievement, cour
age, and competition are valued over feminine values and behavior such 
as nurturing ano sympathy; and (4) intividualismlcollectivism, the extent to 
which people define themselves individualistically or in terms of the 
groups to which they belong and the degree to which they see the inner 
groups (e.g., family, clans, and other social organizations) as the primary 
source of work and solutions to their problems. More recently, using 
longitudinal data, Hofstede has shown that individualism is caused by na
tional wealth and income levels. 

I believe that Western organization scientists in developing countries 
are putting too much emphasi-, on cultural variables and not enough on 
organization tasks, task performance, and the management process itself. 
Perhaps cultural variables are more exciting and romantic for a foreign re
searcher. It may also be that when they go abroad these researchers suffer 
from cultural shock and develop a bias toward cultural variables. Now 
that we know that culture has important consequences for organizations, 
development administration studies should move on to address issues 
more directly related to the management process both at the strategic and 
operating levels of the organization. To date, operating level and micro
level analyses such as individual differences, jobs and job design, and 
small group dynamics have been particularly neglected. 

Japan provides an instructive illustration of the relationship between 
culture and management. Western organization scientists are obsessed 
with the Japanese management style because of the country's phenome
nal economic, industrial, and technological successes. Although the lit
erature on Japanese management is varied and at times contradictory, the 
more serious studies point to the fact that the Japanese have been quite 
successful in designing and managing organizations in a manner consis
tent with their cultural values, beliefs, and practices. When they import 
technology and know-how from the West, they try to ensure that its appli
cations conform to Japanese culture and core values. Examples of such ap
plications include quality control circles, just in time (JIT) inventory man
agement, and collective responsibility and decision making. 

The lesson from the Japanese experience is clear. The challenge for 
developing countries is not to emulate Japan's or anybody else's manage
ment style. Rather, the challenge is to develop organizations and manage
ment systems that facilitate the most effective performance of the organi
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zation's major tasks by taking into account the society's core cultural 
values and the challenges and threats of the external environment. In 
terms of the conceptual framework to be presented in tli,* book, Japanese 
industrial organizations are structured and managed so as to optimize the 
efficient performance of their critical operating tasks and the effective per
formance of their strategic management tasks consistent with the demands 
of their culture and of local and international environmental constraints 
and opportunities. Cultural studies complement, not contradict, the basic 
tenet of this book because they define and clarify the cultural context 
within which organizational tasks are best understood and performed. 

Summary 

This chapter discusses the importance of organizations for developing 
countries and the current state of organization science and development 
administration. It emphasizes the strategic role organizations play in 
bringing about and sustaining development and improving human wel
fare. Differences and similarities among developing countries are dis
cussed to remind the reader that although countries differ widely, they 
share a common set of problems that can be traced to weaknesses in or
ganization and management of their respective institutions. 

The organization is defined as a mission-driven, deliberately struc
tured, sociotechnical open system with identifiable boundaries and stake
holders. Organization science, like development administration, is a mul
tidimensional discipline that draws from various disciplines but that 
remains fragmented and unintegrated. There is a need to integrate the 
two subfields in order to develop a universal science of organization 
applicable to both developing and industrialized countries. 

Culture and cultural studies are important because they provide a 
better understanding of the context within which organizations and the 
management process take place. However, studics of organizations in de
veloping countries place too much emphasis on cultural variables and not 
enough on the more direct issues of organization and management. 
Studies of Japan illustrate that a country can draw from both its own cul
ture and modern management concepts and techniques to build effective 
organizations. The lesson of the Japanese experience for developing coun
tries is not to emulate Japanese or any other country's management style 
but to develop effectiv organizations and management styles consistent 
with their own respective core cultural values and practices. Although 
this book does not emphasize cultural variables, the model of organiza
tion presented below is not in conflict with that of the culturists. 



CHAPTER 2 

The Critical Operating Tasks 

I. How the Organization Works 

In the model presented in Part One, the organization is divided into two 
task subsystems. Each subsystem has a distinct set of tasks that it must 
perform for the organization's survival, growth, and development. These 
subsystemF, are: (1) the Critical Operating Tasks (COTs) subsystem; and 
(2) the Strategic Management Tasks (SMATs) subsystem. The Critical 
OperatingTasks are the basic tasks of the organization which it must per
form to justify its existence and through which it strives to achieve its 
mission. They involve acquiring the necessary inputs, organizing the pro
duction units to transform the inputs into finished goods or services, dis
tributing them to the intended consumers or clients, providing technical 
and administrative support to other parts of the organization, disposing 
of its waste and byproducts, and obtaining information and feedback 
from the environment concerning its input and output transactions. 
These tasks are performed within the organization's technical core or pro
duction system. 

The StrategicManagement Tasks are managerial and leadership tasks 
that define the uniqueness of the organization and its dynamic relation
ships with the outside environment. They involve creating the organiza
tion's charter or mission to give it the image of its unique wholeness, 
legitimizing that image, formulating strategies for the effective achieve
ment of the mission, communicating the organization's mission, manage
ment philosophy, and values, managing the external environment to take 
advantage of emerging opportunities and defend the organization against 
potential threats, and providing leadership to other members of the or
ganization. These functions are normally performed by the top manage
ment of the organization. The critical operating tasks and the strategic 
management tasks constitute all the important tasks that every organiza
tion must perform satisfactorily in order to survive, grow, and develop. 

The model that will be discussed fully in this and subsequent chap
ters has several advantages. First, it is a simple one, dividing the organiza
tion into only two subsystems. Second, it is comprehensive in the sense 
that it captures all the important parts and tasks performed by organiza

32 
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tions. Third, it is a useful model for organizations in both industrialized 
and developing countries. It provides a generic framework for under
standing organizations, explaining specific organizational attributes, analyz
ing the efforts and results of particular interventions, and making sugges
tions for future strategies for the development of organizations. Finally, it 
provides a parsimonious framework for diagnosing organizations, discov
ering operational and strategic strengths and weaknesses of the organiza
tion or a set of organizations, and establishing cause-effect relationships. 

In the previous chapter, I introduced and defined the concepts of or
ganization, organization science, and development administration and 
made the case for a more integrated approach to the study of organiza
tions in developing countries. In this chapter, Ibegin to develop a concep
tual framework of the organization, its component parts and how they 
each function, and the interconnectedness of these parts. Organization 
scientists are interested in the development of models and conceptual 
frameworks of how the organization actually works because these help in 
the identification of important variables for their organizational studies. 
The results of these studies and the knowledge and experience accumu
lated over time provide the basis and development of informed strategies 
for the effective management, control, and development of organizations. 
Consequently, the future behavior of organization members can be better 
understood and predicted with a high degree of certainty. The remaining 
part of this chapter provides a detailed discussion of the critical operating 
tasks. Chapter Three discusses the strategic management tasks. Chapter 
Four discusses the various methods used to coordinate these parts to 
create an integral organization entity. 

II. COTs and SMATs in Historical Perspective 

The history of the development of management thought and the advance
ment of management knowledge, skills, and techniques are characterized 
by an unrelenting search for alternative philosophies and approaches for 
the performance, structuring, and management of these two task sub
systems. Indeed, some theories or models tend to emphasize one rather 
than the other; a few attempt to deal with both. Table 2.1 summarizes the 
major theories of management, their respective prescriptive work design 
parameters, and the extent to which they individually focus on the critical 
operating tasks (COTs), the strategic management tasks (SMATs), or both. 
In general, the classical theories of management such as Taylor's scientific 
management theory (1911), and bureaucratic administrative theories 
(Gulick and Urwick, 1954; Weber, 1947), being essentially rational theories, 
have had their greatest ;mpact on the structuring and performance of the 
critical operating tasks. 
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Table 2.1
 
SUMMARY OF SELECTED MANAGEMENT THEORIES: THEIR WORK DESIGN PARAMETERS
 

AND EFFECTS ON COTs AND SMATs
 

Selected Schools Work Design E F F E C T S 0 N 
(Authors. Dales) Parameters COTs SMATs 

1. Stcenlch Managemeni * lme and nititon studies * Slandaidjid cicliuti. icticitS e Increased management 
ITa)lr, 19111 * Work measurement and toanslorinclir t,o~clrcilii opeallons 

* 	Mci omotion analysis * Increased prnductity * Simphlifed (oirdinalion 
byRIMs 

a 	Work simplification * Redo ed un litcc Irned-up ite to, 
crc.tccagc-co-rrisks 

* 	Human engineering * I reased use ofp-rlormanc,
ini trilit'+ 

* Minijl ilpeatontrcl
ccl w.ortklcad 

* Bc-er, paid operators 
* Increased ccptrahr alienation 

2. Bureaucratic Administrative * lohanalysis * Ratonalhiatiof toii a Improved administrativ-
Theories a formal job descriptions adm.'ri.aive pro(cs elfiiency 
(Gulick and Urwick, 1937; o Operator testing, selection, * Operator ccittltcal * Coordination by RIMs 
Webec, 1947) and training specrahlaticin * Separatingo power

Functional division ocllabor * Task ralgmentatlorc * Conilict resolution and 
o * management.formal hierarchy O1authority SubscprimtatSin

* 	 Intergroup conflict * Clearly d,liceld areasol 
auhiority and acrountability 

Sociotechnical Systems * Autonoious work groups e Increaser| operaror wokllo% e Awareftessorenvironmental 
Ibfrist 1%3; Rice, 19S8; Alternative formof control scanningetal. * 9
 

831 	 dsignPasa,1	 work/shifl a Increased operator- * Bhoundary manrage-men 
* Group-bated rewards/ 	 t-sponsiblh autonomy 0 No net-d or (hloe supervisitin

incentives Integration ofscial and * Mtore de-liipmtntal 
. Delhberation (cthnical requirements nianagi-ment style

a Operator cross-training and * Inreased awarenss of 
muhiskilling organizational cho e 

a 


* Improved taskpe-lmiant,c Usesol CIMs lor 
- Belter coordinationc-erator morale 

a Partic iliative derisionmaking 

4. Contingency Theoies: * lack dillertentcaticn and * Mt-harnistic operaions I * Contingency management 
fil Macro Structural Theories integration lehnicaloreisprolc-ted atiiac Ih 
(Burns 0 [nsonmental analysis Organic operation%if 0 Continuingorganizationand Stalker, 1%1; * 

Lawrence andtorsch, 1%7; a Increased inflirmation lethnc al core cceputed dlsign
 
Thompson, 1967; trotessing reuiirements to environment - Increased us ol CIMs
 
Mcntzbetg, 1979) * Alternative strUlrural forms: andMIS
 

divisicnal. pitoje~l,matrix, 	 * Taskambiguity and 
ccc 	 siress 

(b)Micro Content Theories: Work r-design: 	 In(eased operaoir * Sharing with* * otleedback 

(McClelland and Winter, 91%9;0 enlargm-ent and -nrichm-n autonomy, responshiliy COTsoperators

Hackman and Oldham, 1B * Preee- forhigh antdworkflow rontol * Managing mi ti-liv-el
 

ac(heli-v-n/ * 	 unlingenciesnomi.Ih Impr ovpedcpe-aror (cuality 
operator perlcmanc

Shcnprive-d ciperacornic..ail-

Source- Adapledfrom M N KiiggnrJu."Stfutturing and 0cheduling ofsork",Table.9-1,pp. 300-1,In Hurria ResourceMacnagent:e 
Coltntemporary Persi, tics i..Cala Scirc1vas. K.. ccI, Tirioi: M(Gtaw-Ryeson. 19814t 5 N. Kiggunlno, 1982. 
COTs=Critical Operation Tasks;SMATs=Strategic Management Tasks; RIMs = Routine integrating mechanisms; 
CIMs Complex integrating mechanisms; MIS=Management Information Systems. 

The principles of scientific management are best suited for improve
ments in the performance of operating tasks. Scientific management re
quires the organization and management of work and workers according 
to strict scientific methods. Tasks are broken down into the smallest pos
sible units and, by the use of methods such as time and motion studies, 
micromotion analysis, and job analysis, work is organized to maximize 
efficiency and economy. Standard operating procedures are established 
for each production unit, and workers are paid according to their indi
vidual levels of productivity. The principles of division of labor are strictly 
observed so that planning and control of work are separated from task 
execution. While planning and control functions are the exclusive pre



35 Te Critical Operating Tasks 

rogative of the managers, the workers are limited only to operational 
executions. 

Classical theories of management have had profound influence on 
improving the efficiency and economy of the performance of critical 
operating tasks, especially in large government agencies and corporate 
manufacturing organizations. Careful application of these theories re
sults in significant savings of input resources like materials, labor, and 
machine downtime. It also leads to more efficient transformation pro
cesses and distribution of outputs, and rational and efficient administra
tion. Although these are associated with negative worker reactions and 
low morale often manifested in absenteeism, industrial sabotage, work 
stoppages, and ill health, they still form the basis for many modern man
agement techniques, including CAD/CAM (computer-aided design and 
manufacturing) robotics and office automation, as well as a wide range of 
performance improvement programs. An example of such a program is 
the guided transmission training developed by 11.0 and used by the Ethio
pian Management Institute to train Africans and to improve the organiza
tion and performance of the critical operating tasks (e.g., farm equipment 
maintenance) of the state farms (Whittaker and Gibson, 1987). 

One of the problems facing organizations in developing countries is 
that they experience difficulties in effectively utilizing the principles of 
these rational classic theories of management. A careful examination of 
the structuring and performance of their critical operating tasks reveals 
weaknesses due in large part to inappropriate applications of the theories 
and their work design parameters outlined in Table 2.1. For example, both 
Moris (198.) and Hyden (1983), drawing from research and experiences 
with Tanzanian organizations, observed that these organizations were 
performing poorly for the most part because they are found in primarily 
prescientific societies unable to apply and sustain scientific or rational 
principles of management and administration. While in industrialized 
countries complaints against organizations point to excessive applica
tions of bureaucratic principles and scientific management, in developing 
countries, the problems are different. These principles have not taken 
hold. 

Table 2.1 also shows that the more contemporary theories of manage
ment such as sociotechnical systems and contingency theories provide a 
more balanced focus on both the organization and the performance of 
COTs and SMATs than do the classical theories. These theories also make 
prescriptions for the structuring and performance of COTs different from 
those made by the classical theories. For example, sociotechnical systems 
theory advocates the increase of control for COTs operators over their re
spective work flow and their involvement in making decisions that affect 
their work. This process requires highly trained, experienced, and moti
vated operators not commonly found in developing country organiza
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tions. It is therefore unlikely that the more sophisticated contemporary 
theories of management can be effectively applied in organizations in de
veloping countries until the more basic principles contained in classical 
theories have been successfully applied. 

The four elements of the critical operating tasks-the inputs, 
throughputs, outputs, and feedback-are highly interdependent. Com
menting on the interdependence among the various coal mining operat
ing tasks, Trist and Bamforth observed: "So close is the interdependence 
that the system becomes vulnerable from its need for one hundred per
cent performance at each step ... Disorganization at the filling shift dis
organizes the subsequent shifts, and its own disorganization is often pro
duced by the bad preparation left by these teams." (1951:18) 

The interdependence, which may be pooled, sequential, or recip
rocal, has structural (Thompson, 1967) and motivational consequences 
both for the operators and for their supervisors. Specifically, task inter
dependence is associated with operators' productivity, absenteeism, and 
health (Kiggundu, 1983). Task interdependence complicates tile organiza
tion and performance of the critical operating tasks. 

1i1. An Illustration of Critical Operating Tasks 

Table 2.2 provides a practical illustration of the critical operating tasks, as
sociated operating problems, and possible solutions of an on-going de
veloping country organization. The illustration, based on a sociotechnical 
study of the locomotives workshop e the Sudan Railways Corporation at 
Sennar (Kidwell, El Jack, and Ketchum, 1981), details the component ele
ments of an organization's critical operating tasks. This organization was 
chosen because it is representative of different forms of organizations typi
cally found in developing countries. It is a service organization with 
clearly identifiable tasks of repairing, servicing, and testing locomotives 
for the national railways corporation. In addition, as it is a state-owned 
enterprise operating in a critical sector of the economy (transport), its effi
ciency is of great concern to many other organizations in the country. 

The table outlines the COTs at four different levels: the inputs, trails
formation processes, outputs, and feedback. Inputs include tasks such as 
operator recruitment, selection, placement, training, and motivation; pro
curement of the right tools; and maintenance of sufficient inventories for 
spare parts. The transformation processes are the actual tasks associated 
with repairing, servicing, and load testing the locomotives so that they 
are once again in good mechanical condition to operate on the trains. The 
outputs are the finished locomotives, duly repaired, serviced, and tested. 
Since the workshop is part of a larger corporation, there must exist a con
tinuing flow and dissemination of information and feedback back and 
forth and within the workshop itself. Such information includes the qual



37 The Critical Operating Tasks 

Table 2.2
 
AN ANALYSIS OF THE CRITICAL OPERATING TASKS OF THE SUDAN
 

RAILWAYS CORPORATION LOCOMOTIVE WORKSHOPS
 

Selected 
Operating Tasks 

Identified 
Problems 

Possible 
Solutions 

Staffing the sheds with trained 
andi exerlenced operators. 

1. train and skill dirain , ithiou 
adequatse teplaserient 

1. Inrito.red ,toking t inditions 
2. Hundi res(surt, pianning 

2. Iiaciuaite stfil trantin 
3. Overstaffing 
4. In( rrlvtise and rewaids t ortin tnrit 

and developmntn on staying with company 
5. ietter designed olhs 
6. Hirir';, from neighboring provinces/ 

regions 
7. hnpiinlrnai~on o)foperator training 

and apretiie ii' p lograiis 

Maintaining sufficient inventories 
for tools and spare parts 

1. Unavailability of spare parts as 
and w hen nteeded, 

1. Introduction of computerized 
inventory and stores management 

2. Disappearante of tools system 
2. Reduction of number or type of 

locomotives to reduce variety of 
inventory requirements and 
streamline ordering of inventory 

3. Carry on ;si'riodui store iriveisrItry 
iiisii tiois 

4. Ne'g
puiri 

lialt, lni terir i;sveini ry
sari' aiiralr'nn'nlis( ssiis'',++Ilolrias 

sipplii rs and sr'rttal hark 

Repairing and load testing 
of Ioomotives by operators 

1. Uiseoriwrong toos and iaterials 
2. Igrsrans absst lroper 

1 Propsr ira.irng , nptirsson, anri 
rinlorv t oI Ols 

iiniis illni/i ro/ teiiSie 
. Failure to use safely eqripm nti 

2. Impir i)rngi,orr tarror attiudes 
rod inliah, 

4. Extended worker absence from work 
5. Witkers' personal need lor 

t. Iliro s tsritno r iy si(it s)'rsli1n01 
4. Blt'e i ior did infusirlal rr'iiron 

ovrtime pay 5 1nrris adln'sisti 
, 
supply if sahl' 

f. fask of siandard ropes'rarii e upme 
psi urntsirs' 

Rl t eiving anif disseminating 
intorratirn and frrdbark about 
i 

) 
e 
t
irat 

n n 
r 

1. Uns nllirnigi to share inrrmatin 
2. tack of proper .inels of 

(ommunisailors 

t. )i's'spirii'iii of wisnlifis MISal the 
optlrring evs-l 

2. Di"'s'lopnusii or plan%. goals.ind 
t. OpIsrai r ssssiopoisss andisiItrsitisri wrork i(nn's ioins for operators 
4. Nir(liiaf statment ofrogols. lans, 3 Irirrsss'rrr'slolt orklhtuii ' 

and jo t i ,slw'5t ol ns ,iandiir Ii 
5. lask if MIS 

ite: 	 Based on information provided by Kidwell. I., 1f.ila k, A..and Kt' hurm L., Socio-technical S'udy for Locomotive 
Maintenance Workshop at Sennar. Sudan," Vol. I,unpublished manuscripi, Junet, t9111. 

ity and quantity of performance of the workshop and the individual 
operators, and the expected demand and available capacity for repair ser
vices, tools, and spare parts. 

The problems associated with the critical operating tasks shown in 
Table 2.2 are quite common for organizations in developing countries. 
There is an insufficient supply of inputs because of lack of spare parts and 
tools, and enough trained, experienced, and motivated operators. Even 
when these are available, they are not eftectively used to the best advan
tage of the corporation. Tools disappear from the workshop without being
accounted for, and operators and their immediate supervisors spend 
many hours each work day away from their jobs. 

One of the most serious handicaps for the efficient performance of 
the workshops' COTs was the poor attitude and work behavior of the 
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operators and their supervisors. According to Kidwell, El Jack, and 
Ketchum (1981), workers had poor attitudes toward their work with little 
or no sense of responsibility or self-discipline. They stayed away from 
work for long hours without permission and expected to be paid for the 
time and be granted overtime privileges. They condoned these dysfunc
tional behaviors with a belief that, since they worked for a government 
agency, it did not matter how much the operations cost or how long it took 
them to get the locomotives repaired and operational. These observations 
are not limited to the Sudan or to Africa, but are fairly common in organi
zations in Central and Latin America and parts of Asia (Nath, 1988). 

The collection and the dissemination of accurate and timely informa
tion are important for the efficient planning and performance of COTs. At 
Sennar, however, it was found that employees did not want to give infor
mation to others and that operator," were not told what was expected of 
them. It was also observed that: "... some people might obstruct the 
flow of information _,nd/or distort the information to serve their personal 
goals and consequently obtain some personal benefits" (Kidwell, El Jack, 
and Ketchum, 1981:17-18). For example, the manager of a maintenance 
unit wanted to carry out a time and motion study to find out how many 
locomotives can be maintained during acertain period of time. The work
ers, knowing the purpose of the exercise, automatically changed their 
operating behaviors and created a situation whereby the results would 
justify extra time, and thus overtime work for the maintenance crew. This 
example illustrates the challenges managers of organizations in develop
ing countries face in attempting to apply even the basic principles of 
(classical) management. 

Table 2.2 provides some solutions to these operational problems. Two 
types of solutions are offered: those that draw from the various manage
ment theories outlined in Table 2.1; and those that respond to the de
mands of the specific environment of the Sennar workshop. The first type 
includes suggestions for institutionalization of job analysis, standard 
operating procedures (SOPs), operator training, and supervision. An 
example of the second type relates to the brain and skill drain, which at 
Sennar is due to the poor performance of the Sudanese economy and the 
ready availability of work in the Middle East. This second example also 
illustrates the relationship between COTs and SMATs. Some of the prob
lems experienced at the COTs level are environmental in origin, and if the 
COTs are not protected or if the technical core of the workshop is porous, 
then its operations will be adversely affected by the environmental dis
turbances. As the next chapter will detail, the responsibility of protecting 
the organization from environmental disturbances falls not on the 
operators but on senior management. At Sennar, it was clear that manage
ment had not succeeded in buffering the workshop's COTs from the 
vagaries of its task environment. Indeed, as is often the case with many 
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organizations in developing countries, the Sennar workshop illustrates 
the fact that the sources and causes of these environmental disturbances 
and organizational porosity may be so pervasive and complex that even 
senior management cannot provide sufficient buffers and protection. 

IV. The Challenges of Managing COTs 
in Developing Country Organizations 

The model presented above relating to the critical operating tasks and 
strategic management tasks views the organization as an open system. 
Previous theorists dividing the organization into task systems (e.g., Bakke, 
1959; Trist et al., 1963; Thompson, 1967; Mintzberg, 1979) also draw from 
the concept of the open systems theory. The critical operating tasks and 
the open systems model both focus on the organization's transformation 
processes including inputs and outputs. Thus the open systems model of 
the organization is an appropriate one to use in a discussion of functions 
and challenges associated with the performance and management of the 
various elements of the critical operating tasks. 

Figure 2.1 gives a system's view of an organization's critical operating 
tasks. The input resources obtained from the environment include money, 
skilled and unskilled labor, raw materials, land, equipment, ideas, infor
mation, facilities, and energy. These inputs are so varied that they come 
from different sources in the environment and each source must be pro
tected by the organization depending on how critical it is for the input 
supplies in question. Ordinarily, the acquLition and utilization of such in
puts are routine critical operating tasks. However, when certain inputs 
cannot be routinely obtained by the organization, their acquisition be
comes a matter of strategic importance to the organization and tasks as
sociated with such supplies become part of its strategic management 
tasks. 

During World War II, many industrial organizations in North America 
and Europe were unable routinely to obtain basic raw materials because 
these raw materials had been diverted to the war efforts. Therefore, the 
functions associated with the acquisition of such materials became part of 
the organization's strategic management tasks. More recently, following 
the 1973 oil embargo and the creation of the Organization of Petroleum 
Exporting Countries (OPEC), oil companies could no longer guarantee se
cure crude oil supplies. For these organizations as well as for others for 
whom oil or oil products constitute a significant production input, the 
functions associated with these supplies were transferred from the critical 
operating to the strategic management tasks subsystem. Whenever tasks 
are moved to the strategic management area, the associated transactions 
become more costly for the organization because resources cost more here 
than in the critical operating tasks subsystem. 



Figure 2.1 

A SYSTEMS VIEW OF THE ORGANIZATION'S CRITICAL OPERATING TASKS 
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Organizations in developing countries are often faced with situations 
where critical operating tasks associated with input acquisitions are dele
gated upward to the strategic management tasks. This change may be due 
to several causes. For example, the supplies of necessary inputs may be 
interrupted such that routine performance of the critical operating tasks is 
not sufficient to ensure adequate supplies. Quite often, organizations in 
developing countries are undercapitalized and, with inadequate credit 
ratings, may experience difficulty in raising money from banks and other 
financial institutiors. Under these circumstances, raising capital becomes 
politicized and ,icuitable for the lower levels of the organization at the 
critical operating tasks. Another common cause for shifting tasks upward 
is that inputs are imported and therefore require state approval for foreign 
exchange. For many developing countries, foreign exchange is in very 
short supply and, like any other scarce commodity whose demand far ex
ceeds supply, its distribution is highly contested and depends on extra
organizational considerations. Under these circumstances, top manage
ment has no choice but to involve itself actively in obtaining sufficient 
foreign exchange for the organization's required imported inputs. This 
was the case for Sudan's Sennar workshop and their problems of obtain
ing spare parts and other necessary inputs. For organizations with high 
import content, these strategic tasks may well determine the overall 
performance or survival of the organization. The skills required to per
form the tasks should therefore be considered during the selection, per
formance evaluations, and promotion of senior managers for these or
ganizations. 

It is also possible for critical operating tasks to be taken over by senior 
management at the strategic management level only because of personal 
management styles. Senior managers-as a result of style, circumstances, 
or ignorance-may end up spending more time performing routine criti
cal operating tasks rather than the more difficult and ambiguous strategic 
management tasks. Senior managers promoted from the critical operating 
task units who are unable or unwilling to adjust to the different long-term 
challenges of the strategic management tasks may find comfort in return
ing to familiar territory where tasks are structured, production cycles and 
feedback loops are short, clear, z *d immediate, and there is usually collab
oration rather than competition. 

Interndl weaknesses in the performance of the critical operating tasks 
may also cause the senior managers to take them over. Small- and medium
sized organizations often experience difficulties attracting and retaining 
highly skilled and experienced staff. They also experience difficulties in 
acquiring most up-to-date production systems because these cost more 
than they can afford. Accordingly, relatively simple critical operating tasks 
may have to be performed by the chief executive officer because there is 
nobody else in the organization who can perform them. The sole propri
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etorship is a good example of an organization where the COTs and SMATs 
are done by one and the same person. Whatever the cause, the shifting of 
functions from the critical operating to the strategic management areas in
creases the cost of doing business for the organization and makes the or
ganization less effective and competitive. 

Figure 2.1 shows the major tasks of the transformation processes, in
cluding division of labor, organization of the operating units, perfor
mance of control functions, regular repairs and maintenance, and general 
supervision. The organization and performance of these functions de
pend on the nature of the inputs imported into the organization (e.g., 
technology), current operating practices and systems within the organiza
tion (e.g., hours of work), prevailing man. gement values and philosophy 
(e.g., status differentiation), and the demands placed upon the organiza
tion by the outside environment (e.g., employment legislation). 

Operating systems are important because they are directly involved 
in the production and distribution of the goods or services produced. 
Control systems are important because they control the quality and quan
tity of goods produced as well as the use of other resources including 
money, materials, equipment and personnel allocated for the critical 
operating tasks. Maintenance systems are important because they ensure 
continuity so that the transformation processes receive regular repairs 
and maintenance. Supervision is important because it provides the tech
nical and administrative support for the performance of all the critical 
operating tasks, and division of labor is important because it facilitates the 
concept of organizationalchoice (Trist et al., 1963), by enabling the organiza
tion to choose among alternative forms of work organization. These tasks 
constitute the heart or lifeline of the organization. If an organization can
not perform them satisfactorily over a prolonged period of time, or if it 
has little or no opportunity to do so, it may and perhaps should cease to 
exist. 

Figure 2.1 also shows the outputs characteristic of most organiza
tions. These outputs include goods and services, goodwill or the feeling 
of support and approval that the organization enjoys in the community, 
waste products, and system knowledge. Waste products are the by
products or residues from the original inputs which cannot be used or dis
tributed as part of the finished goods or services. Waste products are 
commonly identified with manufacturing organizations in the form of 
pollutants, but agricultural and service organizations also have waste by
products. For service organizations, one of the most common but some
times neglected byproducts is human obsolescence necessitated by either 
internal organizational changes (e.g., new technology), or outside en
vironmental pressures (e.g., new markets). When these occur, some em
ployees inevitably become obsolete and have to be retrained or dismissed 
by the organization. In general, organizations in developing countries 
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have problems dismissing employees who are no longer making a net 
oositive contribution to the performance of the organization's tasks. 

... . , 2.1 differs from ordinary open systems models in two impor
tant aspects. First, the feedback loop comes from both sides of the critical 
operating tasks subsystem. The loop from the right-hand side of the figure 
represents information, data, or rumors about how the various elements 
in the environment receive and react to the organization's different out
puts. The loop on the left-hand side, often omitted in open systems mod
els, represents similar information or feedback obtained from those 
elements in the environment from which the organization obtains the dif
ferent inputs. This distinction is important because studies, especially of 
organizations in developing countries, show that an organization can use 
strategies in managing its input-environment feedback different from 
those it uses for the output-environment feedback. For example, a state
owned enterprise can enjoy support from the government because of its 
employment practi, s even if its substantive outputs are of lower quality 
or high cost. Likewise, organizations importing modern capital-intensive 
machinery with a view to producing high-quality, low-cost products have 
been criticized for being insensitive to the employment problems of their 
countries. 

The second difference between Figure 2.1 and the typical open sys
tems model is that its functions and its corresponding inputs and outputs 
are shown. In addition, the figure also makes clear the relative importance 
of different functions or departments in an orgai.;zation. For example, 
functions associated with inputs that are difficult to secure on a regular 
basis at affordable prices, outputs difficult to dispose of at favorable 
prices, or transformation processes difficult to protect from outside en
vironmental disturbances are more important than others. Departments 
housing these functions are more powerful and have more access to re
sources than do other departments in the organization. In a typical indus
trial organization in a developing country, finance and production or 
manufacturing are more powerful departments than personnel/industrial 
relations, or sales and marketing. This observation has important mana
gerial implications. For example, in conditions where managerial skills 
and experiences are in short supply, it is to the organization's advantage 
to place the few skilled and experienced managers in charge of the depart
ments having the most critical functions. 

In a mature effective organization, the critical operating tasks sub
system is protected from outside environmental disturbances and man
aged as if it were a closed system. This status is gained by standardizing 
rational methods of organization and management d la Weber and Taylor. 
The inputs can be standardized in several ways: materials and equipment 
are ordered to exact specifications and checked before being accepted; em
ployees are hired only with specific skills and experience and are given 
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orientation, on-the-job training, and close supervision, and those who do 
not work out are terminated at the end of an initial probational period; 
and facilities are built to maximize the flow of work and efficient perfor
mance of all critical operating tasks. The transformation processes are 
standardized by following standard operating procedures (SOPs), adher
ing to instructions in the machine and equipment operating and mainte
nance manuals, and rejecting unsuitable inputs by quality control. These 
practices ensure that the final goods produced or services provided meet 
at least minimum specified standards. For the distribution of goods, stan
dardization is achieved by using the same packaging and shipping 
methods, training the sales force to give consistent product information 
(e.g., price, quality, product performance, and specifications), and pro
viding after-sales service. Market research and intelligence information 
gathering are conducted to ensure that customer reactions are consistent 
with the service or products produced. 

These actions enable the organization to deal with the twin problems 
of uncertainty, which, as Thompson (1967) suggests, should be reduced 
within the critical operating tasks, and rationality, which should be 
utilized as fully as possible for these tasks. However, as we saw in the pre
vious chapter (Figure 1.1), organizations in developing countries have dif
ficulties protecting the critical operating tasks from environmental dis
turbances. These increase uncertainty and make standardization hard to 
achieve. Research has shown that only if the organization's critical operat
ing tasks subsystem is sealed off from the environment can Western man
agement theories and techniques be effectively utilized without neces
sitating major adjustments. Likewise, when significant environmental 
interests are involved, modern management techniques can be used only 
with modifications that suit the needs of the outside interests. 

This section has illustrated some of the dilemmas facing organiza
tions in developing countries interested in using modern management 
methods and techniques. As Faucheux et al. (1982) and others have ob
served, in developing countries society pervades organizations. Thus, 
among their many difficulties, these organizations can hardly introduce 
significant new management techniques without arousing interests in the 
outside community. The adjustments made to accommodate these out
side interests are not necessarily the best ones for the organizations. 
Rather, they are likely to make it difficult for the organizations to reduce 
uncertainty and effectively use rational methods in the performance of 
their critical operating tasks. It is apparent why so many organizations ex
perience difficulties in the performance of these tasks and in preserving 
and maintaining the integrity of the critical operating tasks subsystem. 

The implications for both the organization and the community are 
clear. The organization should manage its relations with the powerful ac
tors in the environment in ways that allow it a certain degree of freedom 
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to utilize organization and management methods with a minimum of 
interference. And the outside interests should realize that the organiza
tion's continued growth and development may well depend on its ability 
to adapt new methods of organization and management and that it is 
therefore in everybody's long-term interests to facilitate this. The organi
zation needs to be given more control, accountability, and responsibility 
for variables over which it has little or no control. In the final analysis, this 
is an educational process: changing attitudes and creating awareness and 
understanding, among the significant stakeholders, of the role, position, 
and limitations of organizations in society. 

V. Critical Operating Tasks and Organization Performance 

Although different organizations use different indicators of organization 
performance, most of these are directly related to the performance of the 
critical operating tasks. The three most commonly used indicators for or
ganizations in both developing and industrialized countries are efficiency, 
economy, and effectiveness. Efficiency is a productivity concept that can 
be expressed as a ratio of outputs to inputs at a given level of quality. It can 
be measured by comparing the benefit/cost ratios of the relevant trans
actions. While these are relatively easy to compute for business organiza
tions, the costs, benefits, beneficiaries, and victims of social service and 
government organizations can be difficult to compute or identify. These 
therefore relate to the way operations are conducted, the quality of the 
products or services provided, and the extent to which operational objec
tives are achieved. As Drucker (1967) rightly points out, efficiency means 
doing things well. Economy means that operational resources are ac
quired and used with judicious regard to costs and judicious use of money 
and expenditures. 

An excellent illustration of the concept of economy comes from the 
auditor-general's report of a Commonwealth country in which a govern
ment department paid the equivalent of $163,000 a year for the previous 
five years to lease a building, when it could have paid $50,000 each year 
for ten years. Both efficiency and economy are important measures of per
formance for the critical operating tasks. Although measures of these con
cepts can be complicated by internal accounting procedures, like over
head allocations or amortization of capital investments, and general
problems of cause-effect relationships (Thompson, 1967), they give a fair 
and accurate assessment of the performance of the organization's opera
tions, especially if they are used comparatively across operating units, 
over time, and with industry standards. Unfortunately, many business or
ganizations in developing countries are not always up to date with their 
financial and accounting information. They, therefore, cannot determine 
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the efficiency or economy with which the COTs are being performed. 
Effectiveness, like excellence, is a much more difficult term to define. 

According to Cameron and Whetten (1983), effectiveness is a construct 
rather than a concept and thus cannot be expressed in quantitative terms 
without reflecting problems of values and judgments of right or wrong. 
As Drucker once again says, "effectiveness is doing the right things." It 
therefore makes sense to define effectiveness in terms of the organiza
tion's mission, management philosophy and values, and the extent to 
which these are being met to the satisfaction of all its members. Fora more 
detailed recent review of discussions of effectiveness in organization sci
ence, see Lewin and Minton (1986). 

Clearly, efficiency and economy relate more readily to the critical 
operating tasks, while effectiveness relates to the strategic management 
tasks. Criticai operating tasks are associated with short-term production 
cycles, and therefore short-term goals and results. Strategic management 
tasks, on the other hand, are associated with long-term goals and objec
tives whose achievement c.1 take many years. This distinction has impor
tant implications for differences in strategies for managing these two task 
subsystems. For the critical operating tasks, management systems like in
centives, control and feedback should be designed to correspond with the 
organization and duration of the production cycle. Quite often, organiza
tions fail to use their management information systems to provide the 
operators of the critical operating tasks with timely and relevant feedback 
about how well or badly they are doing their jobs. Thus they lose an im
portant and effective potential source of motivation for the operators. 

Because critical operating tasks are short term, and because they are 
directly connected to outside members of the organization through input 
acquisition and output distribution and disposal, variations in their per
formance are immediately noticeable outside the organization. When 
things go wrong in the performance of these tasks, outsiders will know 
because the organization fails to satisfy community expectations. Like
wise, when impro'ements in the performance of these tasks take place, 
the community notices them much sooner than they would those for 
strategic management tasks. The implications for organizations, espe
cially those in developing countries, are clear: not only are critical operat
ing tasks good for business-the bottom line-but they also have an im
portant public relations component. 

Discussions of world competitiveness among nations tend to focus 
on the efficiency with which the critical operating tasks of their respective 
organizations are performed. For example, Buffa (1983), comparing rela
tive production cost structures in Japan and the United States, observed 
that the average increase in productivity during recent years has been 
about 7 percent for Japan, whereas it was I to 2 percent for the United 
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States. He also argues that the productivity/labor cost connection is a 
major factor in the diminished competitive position of U.S. industry. This 
message is important, not only for the United States, but also for other 
trading countries. Ifa country wants to become or remain competitive in 
world trade and commerce, its organizations must improve the perfor
mance of their respective critical operating tasks. In this context, the prac
tical interpretation of the concept of comparative advantage is that, for cer
tain successful industries or sectors of the economy, the critical operating
tasks are performed more efficiently and with greater economy than they 
are in competing nations. Those developing countries doing economically
better than most, especially the newly industrialized countries (NICs) like 
Singapore, Hong Kong, South Korea, and Brazil, seem to have found prac
tical methods of performing the critical operating tasks of their export
oriented manufacturing firms efficiently and with enough economy to be 
able to compete in world markets. That other developing countries, espe
cially the least developed countries of Africa and Asia, have not been able 
to do so is a major factor in explaining the difference in the economic per
formance of these two groups of developing countries. 

Why do some organizations, especially those in industrialized coun
tries but also increasingly those in some select developing countries, per
form their critical operating tasks more efficiently and with greater econ
omy than others? The successful organizations seem to have achieved two 
important related objectives. First, they have internalized the norms and 
dictates of rational systems of organization and management and they
perform their critical operating tasks on the rational principles of Weber's 
classical bureaucracy, and Taylor's scienitific management. Organizations
in the industrialized countries have been following these tenets ever since 
the Industrial Revolution and have so perfected them that they are now in 
the position to mass-produce goods and services at very low unit-costs so 
as to satisfy the material needs of almost all their citizens. The developing
countries, however, did not start until after World War II, when, through 
a combination of massive importation of technology and favorable deliber
ate domestic policy instruments, including market imperfections leading 
to lower input costs (e.g., labor), they began experiencing some success 
in the efficient performance of their critical operating tasks. Nevertheless, 
they have a long way to go before they can catch up or openly compete 
with the industrialized countries. 

Second, successful organizations hive adopted these rational sys
tems and altered or modified their applications to suit the changing social 
and technical internal requirements, and the external changes of the com
munities in which they operate. As a result they have introduced alterna
tive forms of work organization in the performance of their critical operat
ing tasks. 
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VI. Critical Operating Tasks: Technology, Jobs, and People 

Critical operating tasks have a very high technological component. In this 
age of advanced technology, it is tempting for managers to think that all 
that they need to improve the performance of their organizations' COTs is 
to import leading edge technology. Indeed, talking to senior managers in 
developing countries, one often hears such sentiments being expressed. 
If they are in transport, they would wish that their steam train engines 
were replaced by diesel engines, or that their airlines were able to buy 
modern larger aircraft such as the AirBus. In manufacturing, they wish 
that they had more automated fast-moving assembly line plants; and if 
they are in social services or administration, they seek the most highly 
qualified specialists. Yet, even if these have been provided, productivity 
has not always increased. In some cases it has even decreased (Wallender, 
1979). 

One of the reasons for these disappointing results is that the organi
zation is not only a technological system. It is also a social subsystem with 
inside and outside stakeholders whose needs, values, sentiments, at
titudes, knowledge, and behavior may or may not be consistent with the 
demands of the new technology. Therefore, the efficient organization and 
performance of critical operating tasks require that management pays 
equal attention to and creates an optimal combination of the requirements 
of technology, jobs, and people. Rice (1958) attempted to attain these very 
goals in the automated and unautomated Calico Mills textile plants in 
Ahmedabad, India. Indeed, this is the essential message from socio
technical systems theory. Organizations that optimize the requirements 
of technology and the needs ef the people perform their COTs more effi
ciently and with greater economy than those that pay attention either only 
to technology or only to the people at the expense of the other. 

The sociotechnical systems approach to organizing COTs requires a 
number of conditions. First, there must be the capacity to diagnose the 
social organization and to analyze the operating technology to identify 
the different ways by which it can be used. Second, the operators must be 
trainable, trained, experienced, and highly motivated so as to be able and 
willing to take on additional responsibility for the performance of their 
respective COTs. That is, they must be crosstrained and multiskilled to be 
able to perform more than one single task. Third, the supervisors must be 
properly trained with attitudes that encourage them to resist close super
vision, facilitate boundary management, and allow their operators the 
freedom and autonomy they need while according them necessary sup
port. Finally, the organization climate and philosophy must be consistent 
with democratic values allowing lower level participants such as opera
tors and supervisors to participate in making decisions affecting their 
work. Both individually and collectively, these conditions are very dif
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ficult to meet and sustain for most organizations in developing countries. 
In fact, in spite of over 35 years of experimentation, the sociotechnical sys
tems approach to managing critical operating tasks in developing coun
tries has met with only limited success (Kiggundu, 1986). 

Traditionally, the management techniques that provide for tile most 
efficient way of performing the organization's critical operating tasks give 
rise to poorly designed jobs and unhealthy and unattractive working con
ditions. For example, the assembly line is known to cause worker aliena
tion, ill health, and morale problems. In the industrialized countries, 
especially tile United States and Western Europe, attempts have been 
made to alleviate these problems by introducing programs such as work 
redesign, organization development (OD), sociotechnical systems, and 
quality of working life (QWL). These programs are legitimized by the 
human relations movement originating from the work of Mayo (1933), 
and Roethlisberger and Dickson (1939). 

After tile results of the Saab-Scandia experiments in which Pehr Gyl
lenhammar (1977), tile then newly hired managing director of Volvo, 
sought to solve the company's morale problems by redesigning its auto
mobile assembly line and organizing the work in semi-autonomous circu
lar groups, Swedish engineers are now reluctant to build automated fast
paced traditional assembly line plants. In the United States, companies 
are using automated manufacturing technologies (AMTs) to build plants 
deliberately designed to remain small, with a maximum limit of only 100 
employees (Kolodny and Armstrong, 1985). All these efforts are aimed at 
alleviating the social problems of industrialization and meeting tile chal
lenges of managing postindustrial organizations without sacrificing 
previous gains achieved in performing the organization's critical operat
ing tasks with efficiency and economy. According to Mintzberg (1979), 
however, these efforts are not likely to endure because they are inherently 
in conflict with society's demand for cheap, mass-produced goods and 
services. 

Do these management theories, techniques, or movements have any 
relevancy for the organization and management of critical operating tasks 
in developing countries? There are those who believe that developing 
countries should not be concerned with these humanistic problems until 
they have become fully industrialized. They point to the widening gap be
tween the two types of countries. For example, while organizations in in
dustrialized countries are grappling with problems of integrating high 
technology management techniques such as CAD/CAM (computer-aided 
design and manufacturing), JIT (just-in-time) inventory systems, and 
MRP (materials requirement planning) in the operations of industrial or
ganizations, and computerized office automation and telecommunica
tions in the service organizations, organizations in developing countries 
are still having basic operational and management problems. As the 
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Sudan Railways Corporation study (Kidwell, El Jack, and Ketchum, 1981) 
shows, they have not even perfected the running and maintenance of tile 
steam engine or rationalized and streamlined the performance of their 
manufacturing and administrative service organizations. 

Others argue that some of tile problems of Western industrialization 
such as worker alienation are quite common in developing country or
ganizations. As late starters, these countries should learn from the mis
takes of the West and not ignore or emulate them. Moreover, there is evi
dence to suggest that workers in developing countries respond positively 
to modern management programs such as job enrichment, participative 
decision making, team building, and organization development. In fact, 
some of the popular management intervention programs such as tile 
management-improvement teams (MlTs) (Hage and Finsterbusch, 1987) 
and the programming and planning for improved enterprise performance 
developed by the International Labour Office (Abramson and Halset, 
1979) and implemented in many developing country organizations (Kubr
 
and Wallace, 1983) draw from some of these management concepts and
 
techniqtis.
 

Regardless of which side of the argument we find most convincing,
 
tile challenge for development administration and the managers of or
ganizations in developing countries is clear. We must find practical sus
tainable methods of improving the efficiency and economy in the perfor
mance of the critical operating tasks of all types of organizations in
 
developing countries. At tile same time, we must pay attention to the indi
vidual, social, and community ne isof the people who work for or other
wise interact with these organizations. Organization science and develop
ment administration theory, methods, and techniques provide a good
 
starting point in the search for the solutions.
 

VII. Service Organizations in Developing Countries 
It is the traditional view that service organizations are different from in
dustrial or manufacturing organizations and they should therefore be or
ganized and managed differently. This view is particularly held for the 
critical operating tasks of service delivery systems, which, unlike the in
dustrial operations, do not follow systematic linear transformation pro
cesses. For example, Calvin Pava (1983) argues that utilization of socio
technical systems theory and techniques in nonlinear service operations 
requires significant adjustments and modifications. An alternative view 
is that the distinction between service and nonservice organizations is 
both blurred and arbitrary. It is therefore more useful to think of organiza
tions as producing what Earl Sasser and his co-workers call a "bundle of 
goods and services" because all organizations are invariably involved in 
the production and delivery of goods and services. Sasser, Olsen, and 
Wyckoff summarize the argument by saying: ". . . almost all purchases of 
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goods are accompanied by facilitating services, and almost every service 
purchase is accompanied by a facilitating good" (1978:9). 

In spite of this approach, which emphasizes the management of pro
ductive or high performance systems as opposed to distinguishing ser
vice from nonservice organizations, the literature on management and 
organization science continues to make a distinction with different "how
to" books for different types of industries. Moreover, the World Bank and 
development economists continue to analyze world economies in terms 
of service and nonservice sectors. It is therefore important to discuss the 
role of the service sector in developing countries and the extent to which 
the model presented above, especially relating to the concept of critical 
operating tasks, relates to the organization and management of service 

Table 2.3 gives figures on the relative importance of the service sector 
for different types of developing countries. The table shows that the ser
vice sector is quite significant even for the low-income countries (29 per
cent) and that it becomes more significant as a percentage of the total econ
omy as the economy develops to higher income levels. Even for China and 
India, which are basically agricultural economies, the service sector con
tributes 25 percent of the total economic performance (GDP). For the 
lower middle-income oil importing countries (e g., Zimbabwe, Thailand, 
Jamaica), the average contribution of the service sector in 1983 was 52 per
cent. For individual countries (e.g., Jamaica), however, this figure rises to 
at least 60 percent. Even in sub-Saharan Africa, the average contribution 
of the service sector to the overall total output is over 40 percent; more
over, for individual countries like the Sudan, Togo, Senegal, Lesotho, and 
Zimbabwe, the figure exceeds 50 percent. The table includes figures for 
the United States and other industrial market economies for comparison. 

At least two factors account for the relative importance of the service 
sector in developing countries. First is the pervasive and growing role of 
government in most of the developing countries and the fact that most 

labl,
2.3 
THE RELATIVE IMPORTANCE OF SERVICE AND OTHER SECTORS: GROSS DOMESTIC PRODUCT 

Service, Agriculture, Induslry, Total, 

Low-Income Economies: 29 37 34 100 
China and India 25 37 38 100 
Sub-Saharan Afri( a 42 41 17 100 

Middle-Income I t Snlle,: 49 is 36 100 
Oil Exporters 45 16 39 100 
Oil Importers 52 14 34 100 
Sub-Saharan Africa 42 26 33 100 

Upper-Middle-Incomne Economies: 52 11 37 100 
Hih-Inco"e Oil Exporters 
Industrial Market E(onomies 

33 
62 

2 
3 

65 
35 

100 
100 

U.S. 66 2 32 100 

Sourcr. World Development Report 1985, Table 3, pp. 178-79. The World Bank, Washingon, D.C., 1985. 
Note: the ligures are those for1983. Readers areadvised to consult the original source forsectorial 

definitions and other technical details. 
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government transactions fall in the service sector category. This would 
include, for example, education and health, public administration, and 
financial services. Second, most of these countries have a sizable and 
growing agricultural sector. The agricultural sector requires a wide range 
of service operations for it to be managed effectively. These include, for 
example, administration, financial services, domestic and export market
ing, tra:sportation, research, and the various extension services. Most 
problems of the agricultural sector for the majority of the developing 
countries emanate from weaknesses in the performance of the COTs and 
SMATs of related service organizations. It is clear fr m te figures above 
that anyone interested in development administration should become ac
quainted with the management of service organizations. 

VIII. Critical Operating Tasks in Service Organizations 

The concept of critical operating tasks applies to service and nonservice 
organizations. As Elwood Buffa (1983) suggests, it is more meaningful to 
talk about productive systems rather than to distinguish service from non
service operations. He defines productive systems as "the means by 
which we transform resource inputs to create useful goods and services" 
(1983:9). His quote suggests that the model presented in Figure 2.1 applies 
equally to all productive systems in service and nonservice organizations. 
There are, however, a number of differences that need to be discu. sed, 
especially as they relate to organizations in developing countries. 

In the service production system, the inputs tend to be dominated by 
labor although, depending on the type of operations, other inputs like 
vehicles, machines, facilities and buildings (e.g., port facilities), informa
tion, and technology may be equally important. Although labor is gener
ally available in large supplies in most developing countries, it is not 
necessarily inexpensive relative to its productivity. Moreover, certain 
types of skilled and semi-skilled labor may be in short supply. This may 
explain why some organizations in developing countries have opted for 
labor-saving technologies as a way of improving the efficiency and econ
omy of the performance of their critical operating tasks. Stobaugh and 
Wells (1984), for example, report on a series of studies in various develop
ing countries where labor-saving technologies seem to have been deliber
ately chosen by management. In addition, the combination and organiza
tion of different inputs to create a service-productive delivery system 
require as much thought and skill as they do for the industrial organiza
tion. If the combination of labor with other inputs is not optimal, the ser
vice delivery system so created will not be productive or efficient. 
Likewise, extra supplies of labor cannot accommodate for weaknesses or 
shortages in other inputs. 

The transformation system for service operations also tends to be dif
ferent. It is usually nonlinear and not highly structured. Instead, the work 
flow tends to move back and forth among various service operators. Ex
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ceptions are common as transactions tend to have unique attributes re
quiring special attention or interpretation of the standard operating proce
dures (e.g., rules, policies). This lack of structure requires the operators to 
be in constant touch with one another or with the supervisor in order to 
deal with exceptional cases. Exceptional cases are costly and delay the 
smooth running of the operations. It is therefore administratively more 
efficient to deal with them differently either by allocating them to other 
more experienced operators or by allocating different times or places for 
them. Hospitals are good at tackling exceptional cases as their critical 
operating tasks are arranged by time, place, and complexity. If you want 
to find out how costly exceptional transactions can be, go to a fast food 
restaurant like McDonald's anO ask for a combination of items that is not 
provided on the menu. The results are predictable-not only will you irri
tate the service person, but you will also hold up the line and inconve
nience other hungry customers. 

The problem of efficient service has an interesting implication for 
service operations in many organizations in developing countries where 
service is slow. A possible explanation is that almost all transactions are 
processed as if they were exceptional, each unique from the other, and 
therefore requiring special attention with different rules. Naturally, this 
approach slows down the transformation process because standardiza
tion is impossible if each transaction is considered unique. Various ex
planations can be advanced for why operators in developing countries 
have this tendency. Perhaps they are not well trained, and if they were 
familiar with standard operating procedures (SOPs) they would give uni
form and fast treatment to each and every transaction. It may also be that 
there are no SOPs, or that the SOPs are outdated, incomplete, or not read
ily accessible to the operator. Exceptional treatment of transactions involv
ing human services may even be intrinsically satisfying for the operators 
who have a high need for affiliation and social interaction. This approach 
may be a cultural attribute common to many traditional societies, or it may 
be a pragmatic way for the operators to redesign their jobs and make them 
more interesting by enriching the interaction patterns with their clients. 
This argument seems to be supported by research in developing countries 
which suggests that social affiliation is intrinsically motivating (Howell, 
Strauss, and Sorensen, 1975; Kanungo, 1982), and that higher level mana
gers do not delegate downward, implying that the service operators may 
be starved for sources of intrinsic motivation. 

A less generous argument has also been advanced that the reason 
why each service transaction is treated as a unique case is that it provides 
an opportunity to offer and receive bribes, kickbacks, and "baqshish." 
Treating each transaction separately, the argument goes, allows the 
operators and their supervisors to exercise discretion, return favors, and 
dispose of cases under considerations of appeasement and affiliation, not 
of administrative fiat. Conditions of inadequate wages that gave rise to 
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the "baqshish" practices in the Ottoman Empire similarly prevail today in 
developing countries. In any case, the implications for organization and 
management are clear. In order to improve the performance of the critical 
operating tasks of service operations in developing countries, one would 
have to standardize the transformation processes and reduce the ten
dency to treat most cases as unique or exceptional. 

The distribution system of service organizations also differs from that 
of nonservice operations in that the clients are part of the service delivery 
system. The clients provide part of the labor for providing inputs (e.g., 
information on an application form), throughputs (e.g., in a treatment set
ting like school or hospital), and outputs (e.g., graduation in a training 
program). Accordingly, the clients can either facilitate the efficiency of the 
service delivery system or create serious bottlenecks. 

In developing countries, service distribulon systems have some 
interesting features. For example, as anybody who has visited offices of 
managers or senior administrators may have observed, these offices are 
usually crowded with clients or potential clients while the offices of lower 
level officers tend to have fewer "visitors." A friend of mine who is a lead
ing medical specialist practicing in his home developing country often 
complains that he spends much of his time treating routine or minor cases 
simply because his patients would not accept treatment from junior medi
cal staff, no matter what the ailment. This situation suggests that the 
clients, for whatever reasons, prefer to make their inputs into the service 
delivery system at the highest possible hierarchical or professional levels. 
This practice overloads the system at the top and makes it difficult for 
management to spare the time for the more long-term strategic manage
ment tasks. Professionals end up being overworked but underutilized. 
Obviously, there is need to introduce a more balanced distribution of ef
fort and delegate the routine transactions down to operating levels where 
they belong. 

Educating the clients about the system's operating procedures is use
ful, especially in preparing them for providing the necessary inputs for 
the transactions. For example, applying for a commercial vehicle road 
license need not be a complex transaction requiring outside help if the ap
plicant knows the procedures to be followed and his or her rights as a citi
zen to apply for such a license. This could, however, be difficult if the ap
plicant is unable to read or write or if the application form is in a foreign 
language as it sometimes is for administrative service delivery systems in 
newly independent countries. At times, the service delivery system may 
be overstaffed and cause problems of crowding in the office and inefficient 
performance of the syst, m's critical operating tasks. 

All these constraints can and do cause limitations in the efficient per
formance of the critical operating tasks of the service organizations in de
veloping countries. There is, however, a need to improve the efficient per
formance of these tasks drawing on the theory, research, and practice 
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from organization science and management. Efforts to rationalize and 
standardize the work flow transactions drawing from some of the prin
ciples of Weber's theory of bureaucracy and Taylor's scientific manage
ment can lead to significant improvements as long as adjustments in the 
applications of these theories are made to accommodate internal organiza
tional requirements and external environmental demands. 

Nonprofit service organizations such as community social service 
agencies, schools, government, and non-governmental organizations 
(NGOs) should be as interested in improving the performance of their 
critical operating tasks as the private business service or manufacturing 
organizations. What may vary among these different types of organiza
tions are the missions, goals, and values attached to particular outcomes. 
Once each organization determines its stated goals, the search for effi
ciency is universal. 

Summary 

Every organization is made up of two task subsystems, the critical operat
ing tasks (COTs) and the strategic management tasks (SMATs). The critical 
operating tasks, re the basic tasks of the organization which it must per
form to justify its existence and through which the organization strives to 
achieve its mission. The history of management thought is characterized 
by a continuing search for more efficient and effective theories, methods, 
and techniques for the performance of these two task subsystems. Some 
theories such as the classical theories tended to focus on the COTs, while 
the more recent contingent theories pay more attention to the SMATs. The 
critical operating tasks, their problems, and possible solutions have been 
illustrated by a study of the repair and maintenance workshop of the 
Sudan Railway Corporation. 

Various challenges of managing COTs in developing country organi
zations have been discussed. Limitations of the applications of modern 
management theories and techniques in basically traditional societies 
have been emphasized. The problems of protecting the vital technical core 
of the organization from environmental disturbances and preserving the 
integrity of the performance of the critical operating core have also been 
noted. The chapter has also detailed the role and limitation of technology
in improving the performance of COTs. Only when technology is used in 
a way consistent with the needs and attributes of the major stakeholders 
will it contribute maximally to the efficient performance of the COTs. The 
difficulties of meeting these conditions for most managers in developing 
countries have been outlined. The chapter concludes by emphasizing the 
importance of service organizations in developing countries and by
analyzing the performance of critical operating tasks in these organiza
tions. In conclusion, the search for efficiency is universal. The next chap
ter discusses in more detail the strategic management tasks. I 



CHAPTER 3 

The Strategic Management Tasks 

The previous chapter discussed tht- critical operating tasks and how they 
help us to understand and improve the performance of operating systems 
in service and nonservice sector organizations in both industrialized and 
developing countries. However, the critical operating tasks make up only 
one subsystem of the organization and therefore describe only one aspect 
of how the organization works. In order to complete the analysis, we must 
analyze the strategic management tasks (SMATs). The discussion in this 
chapter will cover four broad areas. First, we shall define and discuss the 
concept of strategic management tasks with an emphasis on the develop
ment and implementation of an organization's mission statement. Sec
ond, we shall briefly describe current practices and difficulties in the per
formance of strategic management tasks in organizations in developing 
countries. Third, we shall consider the theory and practice of strategic 
management in :ndustrialized countries. Finally, we shall discuss the role 
of the board of directors in strategic management, and conclude the chap
ter with a presentation of a conceptual organizational framework integrat
ing the critical operating and the strategic management tasks. 

I. Definition of the Strategic Management Tasks 

The strategic management tasks are those tasks done for the organization 
to identify, articulate, or develop the organization's: (1) uniqueness and 
wholeness; (2) environmental opportunities and threats; (3) internal 
strengths, weaknesses, or resource gaps; and (4) current values and man
agement philosophy. These tasks are performed with medium- and long
term perspectives for the organization and are designed to ensure its fu
ture survival, growth, and development. As does its charter (Bakke, 
1959), these tasks help define the organization's unique image, provide a 
frame of reference for people inside and outside the organization to relate 
to it as an entity, articulate the organization's sense of purpose and direc
tion, and give it a "personality" or character that distinguishes it from 
other organizations. David defines a mission statement as "an enduring 
statement of purpose that distinguishes one organization from other simi

56 
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lar enterprises" (1986:84). He adds that the purpose of tile mission state
ment is the determination of the organization's reason for being. 

The strategic management tasks are normally carried out by top man
agement and their support staff or what Henry Mintzberg calls the 
strategic apex that is "charged with ensuring that the organization serve 
its mission in an effective way, and also that it serve the needs of those 
people who control or otherwise have power over the organization" 
(1979:25). In some cases, however, the strategic management tasks may 
not be performed by top management or anybody inside the organiza
tion. An intriguing investigative exercise is to locate where, if at all, the 
strategic management tasks of state-owned enterprises are performed 
over a period of years. Strategic management tasks of state-owned enter
prises may be performed by the chief executive officer and the board of 
directors of the holding company, by the ministry to which the enterprises 
report, by the national cabinet, or-in the case of developing countries
outside the country by, for example, an international funding agency like 
the World Bank. 

As the emphasis in the performance of the strategic management 
tasks is one on organization-environment relationships, the orientation is 
therefore external and political in nature. David Leonard, though talking 
about projects rather than organizations, recognized the external political 
orientation when he observed: "The largest part of a leader's efforts are 
probably directed at factors external to his or her organization-securing 
funds and authorization, negotiating the cooperation of other agencies 
and the support of clients, and trying to avert political threat to a project's 
image or mission" (1986:58). This focus, however, should not be confused 
with the extraorganizational activities that senior managers, especially 
those from developing countries, engage in and that may not be directly 
relevant to the organization's mission. A distinction must be made be
tween organization-environment and extraorganizational tasks. The 
former are strategic management tasks designed to benefit the organiza
tion as a whole, while the latter seek to satisfy individual or collective 
interests outside the organization. 

I1.The Need for Strategic Management Tasks 

Strategic management tasks are managerial tasks that the organization 
must perform on a continuing basis. They are not intermittent tasks per
formed only every five to ten years. As we shall see in this and the next 
chapters, they are an integral part of the management process of the or
ganization. These tasks can be useful to the organization in achieving the 
following objectives: 

1. Developing, articulating, and sustaining the organization and its 
mission-giving it a sense of purpose, direction, and focus so that its 
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internal systems (e.g., incentive or control systems) and processes (e.g., 
individual behavior) are consistent with the organization's overall mission 
and objectives. Because the organization's environment is likely to be 
changing, as will also its internal properties, the strategic management 
tasks can ensure that these are integrated. 

2. Enabling the organization to adapt under conditions of exter
nally imposed stress or crisis, and avoiding or getting itself out of "the dol
drums." All organizations must grapple with the challenges of the chang
ing realities of the environment within which they operate. For some 
organizations, however, an otherwise benign environment can become 
hostile almost overnight. Robert Miles and Kim Cameron (1982) gave a 
moving description of how the senior executives of the leading "Big Six" 
corporations of the U.S. tobacco industry, through the performance of 
their respective strategic management tasks, have been able to deal effec
tively with the antismoking, antitobacco sentiments in the United States. 
Through various forms of strategic management tasks-strategic choice, 
domain defense, diversification, cooperation, lobbying, product innova
tion, etc.-tnese corporations have been able to adapt and weather the 
storm. Although these strategic management moves have bought the in
dustry time to adapt, in the end it is likely to lose because tobacco prod
ucts are fundamentally wrong and harmful to the public. 

This longitudinal case study of the adaptation of the American to
bacco corporations facing a hostile environment is instructive for organi
zations in developing countries, not only because for a number of these 
countries tobacco-growing and consumption is a major economic activity, 
but also, and more importantly, because many of these countries have or
ganizations in need of adaptation as their respective environments change 
and, as is often the case, become hostile or negative. For example, organi
zations dependent on natural resources based on extractive industries like 
tin, rubber, copper, iron ore, aluminum, and even oil, are facing less be
nign environments and must therefore adapt in order to ensure long-term 
survival and development. The effective performance of the strategic 
management tasks provides these organizations with the basis for readi
ness to adapt. We should note, however, that organizations not only can 
adapt to their environment, they can and often do actively create it. 

3. Strategic management tasks can also help the organization to 
undertake major internal management changes. These changes may be 
made either to improve the efficiency and economy of the performance of 
the critical operating tasks, or to realign the internal operations with the 
new mission and direction of the organization. These internal changes 
can take different forms including changes in management philosophy 
and values, in managerial succession, or in structure and technology. As 
such changes require management to make strategic choices of long-term 
importance to the organization, it is more effective to undertake them 



with an overall picture of the organization and its mission in mind rather
than a piecemeal, short-term one. Strategic management tasks provide a
framework for the organization-wide, long-term perspective and there
fore facilitate introduction of important internal operational changes.

4. Strategic management tasks are also important for the manage
ment of the organization-environment boundaries or interface. These
tasks involve scanning and monitoring the environment and relating the
information to the relevant internal operations of the organization consis
tent with the stated mission and prevailing management philosophy. Em
ployees whose jobs require them to interact with both inside and outside
stakeholders of the organization are called boundary spanners, and the 
positions they occupy are boundary roles. 

While top management performs most of the important symbolic or
politically sensitive boundary-spanning functions, some lower level em
ployees also occupy boundary-spanning roles in the performance of the
critical operating tasks. They include, for example, purchasing agents,
contract administrators, sales and marketing personnel, recruitment offi
cers, public and government relations staff, and the moie specialized
boundary spanners like credit managers, research and developnient man
agers, lawyers, and accountants. Some of the most important but often
neglected lower level boundary spanners include receptionists, telephone
operators, order clerks, cas!',Iers, messengers, and doormen. These jobs
require the employees to be in contact with various members of the public
on a continuing basis and their behavior can have a lasting impact on the
public's image of the organization. Effective performance of the strategic
management tasks associated with the organization-environment bound
ary is important because it helps to develop and sustain the legitimacy ofthe organization and enhance the quality of its relationship with the out
side environment. 

I11. Strategic Management in Developing Countries 

Urlike that in industrialized countries, the theory and practice of strategicmanagement in organizations in developing countries is very limited indeed, particularly for the indigenous organizations in both the public and
the private sectors. The only two areas in which aspects of strategic management have been discussed and applied are in the management of development programs and national policy reform programs. Both of these 
are areas of keen interest and active involvement by international development and funding agencies. This section summarizes evidence of the useof strategic management in these two areas. Italso speculates on some ofthe reasons why there is only limited interest in the use of strategic man
agement in organizations in developing countries. Although subsidiaries 
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of multinational corporations (MNCs) operating in developing countries 

enjoy a high level of utilization of strategic management, they will not be 

discussed here because the strategic management tasks and associated 

techniques are performed at the headquarters away from the subsidiaries' 

locations. 
Two of the studies on planning and strategic management for de

velopment programs-those by Samuel Paul (1983a) and Tom Kent and 

Ian McAllister (1985)-were funded by international development agen-

Labour Office and the Canadian International Decies, the International 

velopment Agency, respectively. Kent and McAllister's work discusses tile
 

effective performance and supervision of the critical operating tasks (COTs)
 

associated with specific development projects in Ghana and Zimbabwe.
 

It emphasizes the use of elementary techniques for the performance of 

cycle tasks (e.g., planning, implementation, appraisal), and
project 

ensure adequate per
human resource development (e.g., training) to 

formance. There is no explicit discussion of the Ghanaian or Zimbabwean 
the manageimplementing agencies as free-standing organizations or 

ment of the organization-environment interdependencies. They treat 

unitary concept or singlepublic management in these countries as a 


organization.
 
Paul's discussion focuses on the use of strategic management in de

veloping countries but is also limited to projects and programs. Accord

ingly, within this short- to medium-term perspective, he defines strategic 

"the interrelated set of top management interventionsmanagement as 
which create the framework within which operational decisions and ac

tions are taken to accomplish the goals of a development programme" 

(Paul, 1983:2). 
Although Paul does not concern himself with long-term organiza

tional problems, he identities the following four dimensions of strategic 

management: (1) the environment of the program; (2) the program's strat

egy; (3) the program's organization structure; and (4) the organizational 
Paul gives practicalprocess of the program. In the rest of the book, 


techniques and "guidelines for action" for the use of each of these four
 

dimensions for the management of development programs.
 

Paul's overall observation is that even in the management of develop

ment programs there is little or no utilization of strategic management 

knowledge and techniques. He believes that this is an important cause of 

failure of many development programs in developing countries. As ex

pected, Paul calls for more utilization of strategic management techniques 

and it is likely that his guidelines would apply, with minimal adjustments, 

as well to organizations as they do to projects and programs. 

in which the use of strategic management has beenThe second area 
discussed is that for national policy reform programs. Although the dis

are at national rather than organizational levels, the conceptscussions 
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and techniques are relevant for strategic management. As with develop
ment projects, the interest comes mainly from international development 
organizations. For example, in its 1986 World Development Report, tile 
World Bank outlines a number of strategic management initiatives under
taken by several developing countries that have resulted in significant im
provements in the performance of their respective agricultural sectors. 
Fhe strategic management (policy reform) initiatives detailed in the report 
include: improvements of rural financial markets in Indonesia by re
organization of the Bank Rakyat Indonesia (BRI), the country's rural bank; 
introduction of rubber replanting programs in Thailand; cotton sector re
forms in the Sudan; and various agricultural policy reforms and improve
ments in Bangladesh and China. 

These case histories do not provide details or analysis of the organiza
tions within which these reforms were implemented or indicate the na
ture of the specific task environments to which they were responding or 
adapting. It is clear, however, that these government policy initiatives 
were in answer to crises both from within the organization and from the 
outside environment. For example, in Bangladesh, "the government re
sponded . . . by expanding public investment in agriculture, concentrat
ing on small irrigation projects with low costs and quick returns, increas
ing the role of the private sector, and improving the effectiveness of public 
agencies" (World Bank, 1986:106). 

The reports' conclusions point to the fact that effective organization 
and management (e.g., extension services, marketing, distribution, and 
incentive systems) are among the most serious bottlenecks for the success
ful implementation of many of these agricultural policy reforms. There
fore, the concepts and techniques used, and the lessons learned in the in
troduction of policy reforms in developing countries, can be helpful in 
advancing the utilization of strategic management in these countries' 
organizations. 

More recently, David Hunt and Peter Gufwoli (1986) have produced a 
casebook on strategic management focusing on specific Kenyan organiza
tions. The book contains a representative sample of twelve case studies of 
Kenyan business organizations including General Motors (Kenya) Limited, 
the National Bank of Kenya, and the East African Breweries Limited. How
ever, as the authors are quick to point out, these cases are intended for 
classroom instruction to enable students to learn about strategic manage
ment rather than to provide a comprehensive critical analysis of business 
or organizational strategic management in Kenya. 

We now return to the important question of why the use of strategic 
management in organizations in developing countries is very limited in
deed. I suggest the following five reasons: (1) limited basic research; (2) 
highly volatile environment; (3) weaknesses in the performance of the 
critical operating tasks; (4) lack of strategic management skills and motiva
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tion; and (5) institutional weaknesses. 
There is very limited strategic management research on organizations 

in developing countries. The lack of basic research limits the possibility of 
informed decisions about utilization because the potential users would 
have no useful knowledge upon which to base such decisions. Unlike in 
developing countries, however, there is al active research enterprise in 
the area of strategic management in industrialized countries which pro
vides further impetus for utilization. There is al obvious need for both 
basic and applied strategic management research on organizations in de
veloping countries. 

Organizations in developing countries often face a highly volatile en
vironment with too many unknowns. Unexpected political changes, debt 
problems, hyperinflation, staff turnover, and international competition 
create so much environmental uncertainty and complexity that managers 
consider almost any planning or strategic management responses impos
sible. In Latin America, top management is preoccupied with "increasing 
the certainty of outcomes to protect the business from unforeseen and po
tentially threatening situations" (Quezada and Boyce, 1988:263). Con
sequently, decision making is highly centralized and teamwork is often 
sacrificed in favor of individuals and individual areas of responsibility. 
This focus causes a real dilemma because organizations are expected to 
respond to high environmental uncertainty by utilizing strategic manage
ment. When an environment is especially volatile and organizations do 
not use strategic management to adapt or respond to its changes, they be
come even more vulnerable to future environmental threats. Thus they 
find themselves mired in a debilitating "Catch 22" situation. 

Weaknesses in the effective performance of critical operating tasks 
may also make it difficult for senior management to attend to strategic 
management tasks. Critical operating tasks have short production cycles 
lasting one working day, a shift, or an even shorter period of time. When 
serious production problems arise, the feedback should be immediate; if 
they are not corrected, they turn into a crisis. Crisis management often 
involves redirecting organizational resources away from planned ac
tivities or programs to the most critical areas of the moment. Under these 
circumstances, the tendency would be to redirect resources normally 
planned for strategic management to the critical areas of the operating 
tasks. Paul seems to have made the same observation when he com
plained that managers in developing countries had so much pressure 
from the day-to-day problems that they hardly had time to attend to the 
long-term problems. He asserts: "In practice, however, many senior ad
ministrators and managers are totally absorbed by the course of opera
tions. They claim that they have little time for strategic management. In 
reality, their problem is that they spend too much time on operational 
problems" (1983:121). His statement again implies that utilization of 
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strategic management may be dependent on the organizations ability to 
perform its critical operating tasks with efficiency and economy. 

Lack of skills and motivation on the part of senior managers and ad
ministrators has also been blamed for their disinterest in the performance
of strategic management tasks. It has long been known that developing 
countries have inadequate supplies of skilled and experienced specialists.
In recent years perhaps the most critical shortages are in the areas of man
agement and administration. Fhe skills and experience required for effec
tive strategic management are particularly rare in developing countries 
because one needs to draw from a wide range of management and non
management disciplines and experiences; as formal management educa
tion is a recent undertaking in most of these countries, it is unlikely that 
they would have adequate numbers of managers with the required back
ground. Problems also exist regarding the selection, placement, and utili
zation of senior managers. It is not unusual for appointments to be made 
on the basis of extraorganizational considerations. Even when proper 
criteria for selection and placement have been followed, the appointees 
may not be effectively utilized as senior managers. For example, they may 
not be accorded authority commensurate with their responsibility and 
therefore may be unable to make any significant strategic management 
choices. This limitation would obviously affect their motivation as well. 

Finally, the existence of weak institutions and weak social and physi
cal infrastructures may make it difficult for organizations to utilize stra
tegic management. Kenneth Murrell and Robert Duffield (1985) attribute 
the problem to an undeveloped management infra.;ructure that needs 
strengthening. Many reasons can explain institutional weaknesses in de
veloping countries. These include preference for strong personalized-as 
opposed to institutionalized-leadership; cultural and religious values 
and practices that emphasize the influence of the past on the present 
rather than the independent planning of the future; lack of positive rein
forcement to planning and strategic management activities for tl- senior 
managers and their specialists; lack of adequate technical and administra
tive support systems for effective performance of strategic tasks; and 
strong personal self-interests that are best advanced without rather than 
with a clear organization mission. Lack of reliable data or information 
about strategic aspects of the environment or about critical internal opera
tions is not conducive to effective strategic management of organizations. 

The pervasive nature of government and government controls and 
regulatory agencies, and a small ineffective private sector can cause in
stitutional weaknesses and limit the effective utilization of strategic man
agement. When government influence is extreme, managers learn to believe 
that government is the only element in the environment that matters. 
They also tend to believe that government action (or inaction) can protect
them from environmental threats. They therefore have little incentive to 
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pay attention to strategic management. They respond to environmental 
threats or challenges by going to the government for protection. If the gov
ernment were not so readily available, these managers would find other 
methods of protecting their organizations against environmental threats, 
including utilization of strategic management. 

File existence of only a small private sector also constitutes a form of 
institutional weakness. Organizational size is important for the effective 
utilization of strategic management. Small organizations do not have the 
resources for the effective performance of strategic management tasks. 
Moreover, they tend to be vulnerable to environmental changes and have 
little or no mastery over the environment. They would not have the in
ternal organizational culture, structures, incentives, and systems that pro
mote planning and strategic management. As these internal dynamics de
velop slowly over a period of time, many organizations in developing 
countries might not have had sufficient time to build the necessary institu
tional framework for effective utilization of strategic management. 

IV. Basic Steps in Strategic Management Tasks 

The performance of strategic management tasks involves three broad 
steps: (1) strategic formulation; (2) strategic implementation; and (3) 
strategic monitoring and evaluation. Strategic foirmulation is the process of 
developing or confirming the organization's mission, purpose, strategy, 
and tactics. It involves determination of the business the organization per
forms or should perform; its goals, pians, and objectives; the manage
ment philosophy and values that guide its judgments of right or wrong; 
and its strategies for achieving its goals, plans, and objectives. It requires 
a clear understanding of the organization's relevant environment and, by 
means of environmental scanning, identification of potential opportuni
ties for the organization. It also requires an accurate assessment of the 
internal capacity of the organization to perform with efficiency and econ
omy the critical operating tasks resulting from the orgarnization's new mis
sion. Capacity building must be related to the organizatioo's mission. 

Strategic formulation is performed by top management often with 
the help of outside consultants who, in addition to objectivity, are skilled 
in organizational science and have knowledge and expertise about the in
dustry or industries to which the organization belongs. It usually takes 
place off-site to provide uninterrupted concentration and to provide op
portunities for team building among the senior managers or officials of 
the organization. The process lasts anywhere from a couple of days to sev
eral weeks. 

Strategic implementation is the most difficult step, especially for organi
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zations in developing countries. It is the process of acquiring, organizing 
or reorganizing, and utilizing tile organization's resources for the effective 
achievement of the goals and objectives resulting from the stated mission, 
consistent with the espoused management philosophy and values. It also 
involves the communication of the mission, goals, plans, and objectives
and the rationale behind them to the organization's inside and outside 
stakeholders. This is tile essence of the management process because it 
requires that the performance of tile critical operating tasks and the 
strategic management tasks be in concert with each other and that these 
in turn be consistent with the organization's mission and objectives. As 
Lawrence Hrebiniak and William Joyce (1984) indicate, these may be im
plemented either sequentially or concurrently. 

Strategicmonitoring and evaluation is the third basic step in the perfor
mance of the strategic management tasks. It involves the collection and 
analysis of information from within and outside the organization to assess 
the extent to which the implementing strategies and performance results 
of both the critical operating tasks and the strategic management tasks are 
in conformity with the organization's mission statement, management 
philosophy, and operating goals and objectives. The information obtained 
from monitoring and evaluation enables management to assess the extent 
to which past strategic decisions have been realized, the ability of the 
internal operating capacity to perform the required critical operating tasks 
with due efficiency and economy, and any significant change in environ
mental conditions that would necessitate making adjustments in the 
strategic choices. These tasks are so important for determining the direc
tion and internal structure of the organization that they, too, are often per
formed with the help of outsiders who bring in objectivity and added pro
fessional expertise. These may be members of the board of directors, 
private or public shareholders, bankers or other creditors, accountants, 
management consultants, or other stakeholders. 

Even in North America, mission statements are not common among 
public and private organizations. In a recent survey of 218 Fortune 500 
firms, only 28 percent (61 firms) provided complete informatio1 about 
their mission statements. Over 40.4 percent (88 firms) responded that 
they have no mission statements, and the chief executive officers of 10 per
cent of the respondents requested information and assistance on how to 
develop mission statements. Yet the executives of 5 percent (11 firms) re
plied that their mission statements were confidential documents not avail
able to the general public because they constitute part of their comparative 
advantage over the competition (Pearce and David, 1987). There has been 
no such study done for organizations in developing countries, but it can 
be reasonably assumed that the level of awareness and actual practice of 
developing mission s.atements are significantly much lower. 
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V. Development of a Mission Statement 

A mission statement is a brief, written statement of the organization's 
image, its purpose for being, and its plans to achieve and sustain that 
image. Usually expressed in a paragraph or two, it gives the underlying 
purpose or actual identity of the organization. An increasing nomber of 
organizations, especially in the industrialized cour;ries, are spending 
time and money to develop their own mission statements, articulate them 
to the employees, and make them freely available to their clients and 
members of the general public. 

I am in the habit of collecting organization mission statements. I find 
them interesting reading because of their diversity, which-if you have 
some knowledge about the organizations --can be remarkable. The presi
dent of a fast-grn wing local high technology firm proudly and immodestly 
gives as his company's mission statement: "t,)be the number one applica
tion de,,lopment software firm in the woiid." lie also explains the pur
pose th' sstatement to be that "it motivates; it provides a common pur
pose, and i.1isa guide to action and decision making throughout the 
company" (Ptter,1986:5). My local schoolboard's mission statement is "to 
develop and provide to each student, , -rdless of age, an education of 
the highest quality in a positive environr,e:,t, with caring and dedicated 
staff members." It goes on to say that in "pursuit of excellence in the 
schooi --,,stem, the Board is committed" to equity, open communications, 
fiscal responsibility, and a corporate philosophy for the "governance of 
the system" (Carleton Board of Education, 1986). 

The Manufacture.'s Life Insurance Company, a large financial institu
tion operating both in industrialized and developing countries and one 
that I have studied in the past (Kiggundu, 1978; 1984), has developed one 
of the most interesting and comprehensive corporate mission statements 
and declaration of company aims and purpose. The mission statement de
clares that the company ". . . in representing its participating policy
holders, dedicates itself to the effective use of its organizational resources 
to design, market and admir.,ter those products and services for financial 
planning and protection that will meet the needs, expectations and aspira
tions of its customers at the lowest possible cost consistent with high qual
ity standards" (The Manufacturers Life Insurance Company, 1985). The 
statement also gives six compainy aims, each associated with the perfor
mance of its critical operating ta',ks (e.g., product design, marketing, and 
investment) and promises that the company is dedicated to provide for its 
inside and outside stakeholders by ensuring, for example, maximum re
turns on invested fu~tds, a responsive organization, and opportunities for 
personal growth. 

In explaining the rationale for developing and articulating its mis
sion, the company states: 
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This Charter is a statement of purpose and direction for our 
company. It is a formal and realistic definition of our long
range, fundamental aims; it expresses the "why," and "where," 
and the "how" of our existence. It is a foundation on which we 
will build our entire future corporate structure, a nucleus from 
which we will be able to grow. It is a guide-post against which 
this growth can be measured .... This Charter establishes the 
criteria against which all objectives and planning of Manufac
turers Life will be formulated and tested. (The Manufacturers 
Life Insurance Company, 1985) 

This statement is useful because, as management of the comany
rightly points out, it provides a framework in the determination of the role 
the company plays in society, its criteria for deciding upon its business 
plans, and the means and organizational resources by which those plans
and ideals are to be realized. It is also a planning instrument for formulat
ing company goals and objectives, and for determining programs, policies,
and procedures consistent with the company's overall mission. Addition
ally, it is an action-implementing document that prov. !',s for the realiza
tion of company plans and the growth and developm , Lof the company. 
Finally, it can be used as an instrument for environmental scanning,
monitoring, and evaluation to find out whether or not changes have taken 
place either in the outside environment or inside the organization (or
both) to necessitate significant adjustments. Emphasizing the importance 
of environmental adaptation, the company documents state, "This Char
ter is a check-point to which we return in order to measure and assess this 
growth as well as the instrument of its own change, as the fundamental 
aims of our company adapt to the opportunities and demands of a chang
ing world" (The Manufacturers Life Insurance Company, 1985). 

According to information provided by its Corporate Relations Unit in 
Kuala Lumpur, Malaysia's Council of Trust for the Indigenous People
(MARA), which in 1966 replaced the Rural and Industrial Development 
Authority (RIDA), states as its corporate mission "to encourage, guide,
train and assist bumiputera [native Malays] to enable them to participate
actively and progressively in small and medium scale commercial and in
dustrial enterprises towards creating a strong and viable bumiputera busi
ness community." Based on this mission statement MARA's (Mojlis Amanah 
Rakyat) management developed four strategies aimed at: (1)creating and 
increasing the number of native Malay entrepreneurs; (2) actively par
ticipating in specific commercial and industrial enterprises; (3) increasing 
the number of trained native Malays at all levels; and (4) providing trans
port and other facilities and services to local communities for their eco
nomic and social development. This plan gave rise to four corresponding 
programs for entrepreneurial development, investment, education, and 
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rural transport. As of 1985, MARA owned thirty-two subsidiary com
panies in the fields of commerce, industry, and transport and these and 
all its other activities correspond to its four strategies and programs aimed 
at fulfilling its stated mission. 

The International Rice Research Institute (IRRI) in Manila is charged 
with the mission of conducting "research on the rice plant, and on all 
phases of rice production, management, distribution, and utilization with 
the objective of improving the nutritional and economic rice-growing 
areas of the world through improvement in quality and quantity of rice" 
(IRRI, 1985:10). Its basic organization structure of research, training, and 
international collaboration reflects the nature and scope of this mission, 
which is focused on small-scale rice fanning. 

The development of mission statements is a relatively new strategic 
management task, and experience to date shows that different organiza
tions do it differently with varying degrees of quality and comprehensive
ness. It is therefore necessary to develop a framework for assessing how 
comprehensive a mission statement is. Table 3.1 gives the dimensions, ele
ments, tile respective definitions for these elements, and a rating scale for 
assessing a specific mission statement for each of the elements and dimen
sions. A mission statement should have three dimensions: a statement of 
vision (Charter) and management philosophy, planning systems, and 
motivational and control systems. The Charter is similar to the mission 
sta,ement described above for the Manufacturers Life Insurance Com
pany. The management philosophy outlines the dominant values, belief 
systems, ideology, and common understanding among the members of 
the organization. It is important for organizations to have a dominant 
management philosophy that the members understand, respect and are 
committed to. Large organizations, organizations in varied lines of busi
ness (e.g., conglomerates such as Marubeni of Japan), and widely dis
persed organizations (e.g., the Roman Catholic Church) experience dif
ficulties in developing and sustaining a unitary management philosophy, 
making it hard for them to predict and control behavior, especially during 
an unexpected crisis. Accordingly, organizations spend a lot of effort to 
articulate and inculcate to their employees the dominant management 
philosophy so that they can use it as a frame of reference or a guidepost 
for deciding between wrong and right even in novel situations. 

The planning systems translate the ideals contained in the mission 
statement and in the management philosophy into operational goals, ob
jectives, plans, strategies, and tactics for implementation. The translation 
provides the basis for determining the quantity and quality of organiza
tional resources required for achieving the goals and objectives without 
violating the organization's fundamental values and belief systems. Plan
ning systems are widely used, especially in organizations in indus
trialized countries where rational-logical thinking dominates manage
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Table 3.1 

FRAMEWORK FOR THE DEVELOPMENT OF ORGANIZATIONAL MISSION STATEMENTS 

DIMENSION ELEMENT 

1. Values 

1. 	 Charter 2. Beliefs 

and 

Management 

Philosophy 


3. Inspiration 

4. Vision 

5. Goals 

6. Strategies 
2. 	 Planning 

Systems 

7. Objectives 

8. Tactics 

9. 	 Performance 
Measurements 

10. 	Commnunica-
tion and 
Feedback 

3. Motivational 
and 
Control 

11. Incentives 

Syslems 

12. Resources 

DEFINITION 	 RATINGS 

Shared understanding of what is important to the H M L ?
 
organization both internally (e.g., people, systems,
 
technology), and externally (e.g., clients,
 
technology, owners, competition, suppliers,
 
community groups).
 

Common understanding and perceptions of how and
 
why things work or don't work in that organization
 
and what needs to be (lone (norms) to keep them
 
to work in concert with the new mission. Cause-effect
 
relationships.
 

The continuing excitement. commitment, and strength
 
of fellowship generated by the mission statement.
 

The extent to which there is a clear image of the 
organization and how different (or similar) it will be 
at various times in the future (e.g., internally: task 
environments, niches). 

Broad statements of the future direction of the 
organization. 

Broad, often long-term plans and methods for 
achieving the goals of the organization and 
sustaining the desired management philosophy. 

Specific statements of expected achievements for the 
organization an(1 its component parts down to the 
level of the individual employee. 

Operational methods for achieving the desired 
objectives at the various levels of the organization. 

Timely, accurate, and mission-relevant performance 
indicators for different levels of the organization and 
its constituencies. 

The effectiveness with which the ideology and 
meaning of the mission statement is communicated to 
all internal and external significint actors (e.g., 
managers, employees, clients, public) and feedback 
obtained from them so as to generate excitement 
and enthusiasm about ;he "new" organization. 

The extent to which reward systems reinforce the 
espoused management philosophy and the practices 
or behavior associated with the mission's planning 
systems. 

The qualitative and quantitative adequacy of the 
resources (e.g., money, management, leadership,
human resources, technology) required to 
implement and sustain the mission statement: its 
management philosophy, and planning, control, 
and motivational systems. 

Note: The rating scale can be modified to suit specific requirements.
 
H = high; M = medium; L = low; ?= cannot be assessed.
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ment practices. They include business plans, budgets, resource acquisition, 
allocation and utilization, division of labor, and organization of the critical 
operating tasks. They draw from a wide range of disciplines in both the 
physical and tile social sciences, and the tools for planning systems are 
well advanced and readily available. In the 1960s and 1970s organizations, 
particularly in the industrialized countries, were very much attracted to 
the development and use of planning systems in support of the perfor
mance of their strategic management tasks. Many of them created high 
profile departments of corporate planning that gave impetus to the crea
tion and development of a new management profession of corporate plan
ners. There are indications, however, that corporate planning as a func
tion is losing its steam in management owing to problems of analysis 
rather than of implementation (Mintzberg, 1980). 

The motivational and control systems provide the energy that drives 
the organization. They can also be a source of frustration, as it is some
times difficult for the organization to live up to its stated image. Thus top 
ianagement must articulate and communicate the organization's mission 

with a missionary zeal and excitement so as to energize the lower level 
participants. They must put in place proper incentives to provide a source 
of intrinsic and extrinsic motivation, and allocate resources to facilitate the 
achievements of desired goals and discourage undesired or counter
productive behavior. Timely and accurate performance measurements 
help provide information and feedback on how well or badly individuals 
and groups are performing relative to their set goals. Both feedback and 
goal setting are potentially powerful sources of motivation. Goals are an 
effective source of motivation, especially if: (1) they are specific with 
explicit measurable targets or deadlines; (2) they can be understood and 
internalized by the employees; (3) they are set participatively with the em
ployees to enhance understanding and commitment; (4) they are moder
ately challenging or difficult, but not impossible to achieve; and (5) they 
are tied to the relevant unit's reward systems. Feedback is motivational to 
the extent that: (1) it is timely, accurate, relevant, direct, and valid; (2) it is 
specific and understandable to the receiver; and (3) it is behavioral and 
within the receiver's control to act on it. 

The control systems should be designed and enforced consistent 
with the organization's mission, philosophy, and objectives. Rules, policies, 
and procedures should be periodically reviewed to ensure consistency 
with the overall direction and management style of the organization. 
Supervisory styles and functions should be used judiciously to promote 
motivation and exercise controls to ease the achievement of individual, 
unit, and corporate goals. Likewise, organizational choices relating, for 
example, to choices of technology, structure, organization of work, and 
overall reward systems should be related to the organization's motiva
tional and control systems, and ultimately to its goals, philosophy, and 
mission. 
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VI. From Mission Statement to Individual Behavior 

What is the relationship between the organization's mission statement 
and what people actually do? A mission statement is an expression of offi
cial goals of what the organization wishes to be known for and may or 
may not have any resemblance with actual behavior inside the organiza
tion. In organization science, a distinction is made between official goals 
and operating goals. Operating goals are behavioral representations of 
what people actually do, as opposed to what the mission statement says 
they do, how they perform their tasks, and why they do what they do 
(cause-effect relationships). If the mission statement has not been clearly 
articulated or if it has not been internalized by the majority of the mem
bers of the organization, a discrepancy is bound to arise between the offi
cial goals (mission statement) and the operating goals. One of the impor
tant strategic management tasks is to dcvvlop and maintain understanding 
and commitment to the mission statement for all the members of the or
ganization. This step helps to ensure consistency between official and 
operating goals. 

In organizations in developing countries, the discrepancy between 
official goals and operating goals can be particularly large. Most of these 
countries have three- to five-year development plans that identify na
tional goals, priorities, targets, resources, and strategies, and that are 
similar to mission statements or official goals for individual organizations. 
These plans are often brcken down by sector, ministry, or government 
agency or corporation. They, therefore, constitute tile official goals at each 
of these levels. Reading the national development plan, and watching 
public servants at work in these organizations, it is not always clear how 
the two complement each other. 

Figure 3.1 gives a conceptual framework for linking the mission state
ment with what members of the organization actually do. The boxes to 
the left (A1-A4) show the translation of the mission statement into objec
tives, strategies, and tactics at the corporate level. The center boxes 
(B1-B3) indicate the translation of the corporate strategy into functional 
objectives like marketing, human resource management, or management 
information system. This is the area where the strategic perspectives of 
the individual functions is particularly important because they have to be 
realigned with the strategic choices at the corporate (organizational) level. 
The C boxes (CI-C4) show how, through internal functional (or divi
sional) differentiation, unit objectives can be identified for each function 
and broken down into unit strategies, tactics, and uit operations-input, 
throughput, output, and feedback transactions. Boe> D is the most con
crete observation of what the individual member of the organization may 
be doing at any point in time. 

In Figure 3.1, the mission statement may emphasize the idea of "busi
ness with a heart," i.e., running a successful business while at the same 
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time being a socially responsible corporate citizen. This philosophy may 
translate into the corporate objective of maintaining financial indepen
dence and integrity so that the organization does not depend on others 
for its financial input requirements. The strategy adopted by the organiza
tion to achieve financial independence may be increased sales and cost 
controls, and management may introduce a productivity bonus to moti
vate people to increase productivity (sales) or reduce costs. 

Each function must then develop its objectives in line with the corpo
rate objective of financial independence, but it may develop its own spe
cific strategies and tactics. For example, in Figure 3.1 the marketing func
tion would develop its own sales and marketing plans for the next one to 
five years and its strategies may include introducing new products, open
ing up new territories, closing unprofitable sales offices, or improving the 
quality of service to its important clients. The important concern in mak
ing all these functional strategic choices is that they are consistent with 
the corporate objectives. Likewise, each individual unit must go through 
the same logic and steps. 

Finally, when an employee engages in a specific activity like making 
a telephone call (Box DI), it is possible to assess the extent to which it con
tributes or detracts from the organization's mission, objectives, or strate
gies, at the different levels of the organization. In the example given above 
(Figure 3.1), if the telephone call (Dl) is not a business call (Al), if it does 
not contribute to the organization's financial independence (A2), if it does 
not contribute to increased sales or cost control, or if it does not facilitate 
the achievement of the functional and unit objectives, then ultimately, it 
does not contribute to the organizations mission. Therefore, it should not 
be made on company or government time. 

In addition to providing a conceptual link between the organization's 
mission and the critical operating work activities in different parts of the 
organization, Figure 3.1 can be used as a general diagnostic tool for deter
mining the relative importance and impact of different activities both in
side and outside the organization. It can therefore be particularly helpful 
to anybody engaged in the performance, monitoring, or evaluation of the 
organization's strategic management tasks. 

VII. Dimensions of Strategic Management Tasks 

The strategic management tasks are comprised of six dimensions. These 
are: (1) the development of the mission statement and management 
philosophy; (2) strategy formulation; (3) communication and legitimiza
tion of mission, philosophy, and objectives; (4) internal coordination and 
management; (5) nichemanship; and (6) the management of contextual 
interdependencies. 

The first four dimensions have been discussed above in sufficient de
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tail. In this section, the last two-nichemanship and managing contextual 
interdependencies-are each briefly described. 

Nichemanship is a strategic management task that involves the pro
cess of finding opportunities or potential opportunities in the environ
ment that are not being exploited, and redirecting the organization to take 
advantage of these opportunities. These opportunities may be found in 
the organization's input acquisitions, throughput transfomlation processes, 
output distribution, or waste/byproduct disposal. For example, an organi
zation might find a new source of raw materials, or use alternative and 
less expensive inputs for its production. During the oil boom, some or
ganizations in Saudi Arabia, faced with domestic shortages of high-level 
professional personnel, found that they could recruit many developing 
countries' professionals much more cheaply than professionals from 
Europe or the United States. 

Nichemanship requires a constant search for alternatives to existing 
systems and practices and continuing intimate knowledge and contacts 
with both the internal operations (critical operating tasks) of the organiza
tion and the external environment. Successful niche finders do not take 
anything for granted; they thrive on constant reinterpretation of and 
enactment with the world around them. For example, in India, Larsen 
and Toubra Limited, a private sector equipment manufacturer started 
from scratch by two European engineers, continually seeks opportunities 
from the environment and turns them into commercially successful busi
nesses by a strategy of technical innovatiovs, sound financial manage
ment, and utilization (Pereira, 1987). 

Some organizations find it difficult to find niches in the environment 
either because they define their mandate and operations too narrowly, or 
because they think of niches only in the context of the marketing function. 
State-owned enterprises tend to define their mandates narrowly because 
these are often prescr. :-l by legislation that may specifically forbid them 
from dealing with cc :n markets or aspects of the environment. For 
example, the Kenya Ranways Corporation is not allowed to compete with 
the private tracking operators on the profitable Mombasa/Uganda route 
either by establishing its own trucking fleet, or by providing potential 
clients with nonrail transport services. Under those restrictions, the cor
poration's ability to find new niches is quite limited. Thus we can see at 
least in part why the concept of nichemanship is traditionally more 
appealing to private sector organizations, especially those in diversified 
markets or operations. Public sector organizations, however, can also take 
advantage of nichemanship. For example, the Eastern and Southern Afri
can Management Institute (ESAMI) found a niche in providing senior and 
middle level management training and development because national in
stitutes of public administration and private consulting firms cannot com
pete on a regional basis. 



75 The StrategicAlana>,nent Tasks 

VIII. Managing Contextual Interdependencies 

One of the most difficult sets of strategic management tasks is managing 
contextual intcidependencies. As indicated above, the organization oper
ates within an environment with which it is constantly in a state of mutual 
influence and adjustment. The environment, however, is not a unitary 
concept. It can be divided between the generaletvironient,and the specific
task environment. The general environment refers to any general condi
tions outside the organization whose effects on the organization are only
indirect or infrequent. rhe general environment affects all organizations 
operating in the same region or industry and is not unique to a single or
ganization. The general environment includes the following areas: (1) the 
political climate; (2) economic conditions; (3) cultural attributes; (4) tech
nological advancements; (5) the legal/administrative framework; (6) social 
conditions; and (7) the state and functioning of the social and physical 
infrastructure. 

All organizations are affected by and do affect each of these environ
mental considerations in a general and indirect way. When these con
siderations are experiencing extreme conditions, they can be very instru
mental either in facilitating or in hindering the operations and development 
of organizations. For example, organizations in developing countries are 
aware of the limitations imposed by a weak or ineffective infrastructure 
where transport services, communication facilities, power and water sup
plies, and general administration can cause serious operational bottle
necks. In India foreign firms have been forced to close or to scale down 
their operations because of inadequate external telecommunication 
services, while in Lagos, traffic jams and irregular supplies of utilities sig
nificantly increase the cost of doing business. thatIt is for this reason 
members of the ASEAN (Association of South East Asian Nations) are 
spending large sums of money investing in their respective physical infra
structures in order to remain competitive in att'acting foreign and domes
tic investment. 

The specific task environment refers to those elements in the environ
ment-individuals, interest groups, other organizations-that have an 
immediate relevancy for the focal organization. These are the oldvide ele
ments that the organization must deal with on a regular basis in order to 
perform its tasks and achieve its mission, goals, and objectives. As 
Richard Daft and Richard Steers explain, "Task environment refers to 
those parts of an organization's external environment that are directly rele
vant to goal-setting and attainment" (1986:287). They also observe that the 
organization must respond to or interact with these environmental ele
ments in order to survive. Environmental elements include, for example: 
(1) suppliers; (2) customers; (3) the labor force; (4) shareholders; (5) local 
population and its leadership; (6) competitors; (7) banks and other fund
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ing agencies; and (8) government regulatory agencies. In addition to the 
usual business task environment requirements, organizations in develop
ing countries generally spend an incredible amount of time and resources 
managing their relationships with a wide range of regulatory agencies in
cluding the central bank for foreign exchange controls, licensing agencies, 
marketing boards, and foreign investment review agencies. 

Organizations must deal with three types of interdependencies in the 
performance of their strategic management tasks. These are: (I) internal 
interdependencies; (2) transactional interdependencies; and (3) environ
mental interdependencies. Internal interdepiadencies refer to the inter
actions and linkages between different parts of the samie organization. For 
example, the coordination and relationships between extension and re
search within an agricultural development agency involve internal inter
dependencies within the agency. Transactional interdependencies are di
rect interactions between the focal organization and specific elements in 
the environment involving the acquisition of inputs, or distribution of 
outputs. For example, the purchasing department of a business organiza
tion deals with many organizations looking for suitable raw materials 
such as equipment and supplies for its internal use. The city police depart
ment also deals with other city departments, organizations, and commu
nity groups in the performance of its tasks. These interdependencies are 
similar to what Eaton (1972) terms functional interdependencies, but, as 
Fred Emery and Eric Trist (1965) clearly show, it is necessary to distinguish 
between input and output transactions. Environmental interdependen
cies are relationships or linkages between two or more elements in the ex
ternal environment whose conduct has significant implications for the 
focal organization. For example, if farmers and transporters of a major ex
port crop link up together, their joint actions might have significant impli
cations for the crop export marketing board. 

These interdependencies are presented in increasing order of com
plexity; that is, internal interdependencies are relatively easy to manage 
while the environmental interdependencies, also called "causal texture" 
by Emery and Trist (1965), are the most complex and difficult to manage. 
As Robert Miles explains, these "causal texture" relationships are poten
tially dangerous because "they represent the area of interdependencies 
that belong to the environment itself that can potentially determine the 
ultimate survival of the focal organization" (1980:203). The danger is par
ticularly pronounced in situations where, as often happens for organiza
tions in developing countries, these "causal texture" relationships involve 
powerful international players outside the country where the focal organi
zation is located. 

Figure 3.2 gives a diagrammatic presentation of the different types of 
interdependencies-for a hypothetical developing country organization 
called the Rural Development Agency (RDA). The RDA is government 
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Figure 3.2 CRITICAL CONTEXTUAL INTERDEPENDENCIES OF A RURAL DEVELOPMENT AGENCY 

i LOCAL 

POPULATION 

.SCIENCE s 

AND 
TICHNOIOGY 

// 

D 

s 

I 
i _z 

zd z 

u 

<O~ 

ZigAgne 

. 
ID 

owt' man Iaovcf ovrnmnt 

uITA 

Wa 

rn 

GOVVERNMENTs 

Notp: RDA- Rural Development Agency; IDA International Development Agency 
Zigzag lines show the many facet%of the government. 

.........National boundaries 



78 A Conceptual Model for Understanding Organizations 

owned and has both commercial and development responsibilities. It is 
expected to be a viable commercial entity while at the same time playing a 
leading role in the integrated rural development of that particular rural 
region of the country. Internal interdependencies within the RDA are easy 
to identity. They include, for example, linkages between one department 
such as the personnel and welfare department, and another such as the 
finance and accounting, over internal matters like accountability and cost 
control of the employee welfare budget. Most conflicts arising out of in
ternal interdependencies are handled by routine application of standard 
operating procedures (SOPs), and the power vested in the organization's 
hierarchy of authority. Most internal interdependencies are associated 
with the organization's critical operating tasks discussed in the previous 
chapter. 

'Fhe RDA has two types of transactional interdependencies-for in
puts and for outputs. Input transaction interdependencies include, for ex
ample, contacts with the Iocal population for labor, the local government 
for land and other local facilities, perhaps another state-owned enterprise 
for purchase of fertilizers, Toyota of Japan for trucks, and International 
Harvester for tractors and harvesters. The output interdependencies for 
the RDA would include linkages with the national marketing board for 
proces-ing and selling its crops overseas, local agricultural firms engaged 
in v,,rioU,. food and agricultural processing and packaging, local farmers 
interested in buying disposable items or byproducts for their own use, 
and international buyers of the RDA's produce. As these examples show, 
the interdependencics can be numerous and, while some of them are sim
ple and fairly routine, others may be quite complex and demand of a lot of 
adroit managem,.I 4 skills and experience. The performance of most of 
the tasks associated with these interdependencies is part of strategic 
management. 

The environmental (causal texture) interdependencies and theircom
plexities can also be illustrated by Figure 3.2. It shows that most of the do
main relating to science and technology and the industry lies outside th2 
country in which the RDA is located. Science and technology represent 
new knowledge relevant for the effective performance of RDA's critical 
operating and strategic management tasks. Industry includes all those ele
ments in the environment operating in the same or similar line of business 
as the RDA and therefore constituting the competition for the Agency's 
final products. Again, most of these are located outside RDA's country. If 
a large industry competitor approached one of the firms manufacturing 
machinery used for the RDA's major operations and together they de
veloped a more efficient and cheaper piece of machinery that would not 
be immediately available to the RDA, then the interaction between the 
competitor and the manufacturer could drive the RDA out of the interna
tional market for its products by making its technology obsolete and its 
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cost structure noncompetitive. If the two elements in the external environ
ment operate from outside the RDA's home country, they can threaten the 
Agency's survival with impunity. 

Strategic management tasks associated with environmental inter
dependencies are supposed to ensure that the RDA is protected from hos
tile linkages from the environment. They involve frequent environmental 
scanning, monitoring, and intelligence gathe.ing to be able to predict the 
behaviors of the environmental elements both domestic and foreign. They 
also involve preparing the organization either to adapt quickly and effi
ciently if faced with a major environmental change, or to respond pro
actively by changing the nature or direction of the environmental shift. 
These are difficult and expensive tasks for which very few organizations 
have the resources to perform effectively, yet they must be done. Research 
has shown that organizations that manage the external environmental 
interdependencies are, overall, more successful than those that do not. 
Miles (1980), for example, has used a model similar to Figure 3.2 to explain 
how a police department can work with the community. 

With informati,n provided by Samuel Paul (1982), 1 have used the 
model to provide an alternative expianation for the success of the Kenya 
Tea Developmemt Authority (KTDA) and Mexico's Council for the Promo
tion of Education (CONAFE) r.'ral education project. My conclusion was 
that one of the determinants of sLccess for both organizations was their 
ability to protect themselves from un-.tue outside interferences, both 
domestic and foreign (Kiggundu, 1985a). More recently, Mumbi Kiereini 
(1985) has used the same model for a comparative study of the success of 
KTDA cn the one hand, and the Million-Acre Settlement Scheme and the 
Special Rural Development Program of Kenya on the other. Drawing from 
Eaton's (1972) concept of institution building, and Esman and Uphoff' 
(1984) approach to rural development that, among other things, em
phasizes the development of strong local institutions, she found that, by 
managing its en%ironmental interdependencies, the KTDA is a much 
more effective organization than the others i:, Kenye. She concludes: 
"Where strong and efficient iostitutions were created, namely KTDA, 
there was a clear grasp of the objectives and goals of the organization. 
There was also a high incentive level amongst staff and growers" (Kiere
ini, 1985:108). 

Institutional building and development require the effective perfor
nance of the crganization's critical operating tasks and, perhaps more im

poitant, its strategic management tasks. Lhikages between the organiza
tion and higher, mot-e macro levels such as government and international 
markets, IG,ver, more micro levels such as small communities, and later
ally to other similar organizations or groups is a vory important strategic 
management task. It enables the organization to develop and sustain con
stituencies with significant stakeholders. 
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IX. Strategic Management Tasks in Organization Science 

The study of strategic management in organizations in industrialized 
countries is one of the most active subfields of organization science. It
deals with both the theory and the practice of strategic management tasks 
in private, public, and international sector organizations. In fact, some of 
the leading management classics like Chandler's (1962) historical analysis
of the strategy-structure relationships, Barnard's (1938) account of the 
functions of the effective executive, Sloan's (1963) analysis of General 
Motor's divisionalized structural form, and Mintzberg's (1973) empirical
analysis of the "nature of managerial work" all focus on better under
standing of strategic management and improvements in the effective per
formance of strategic management tasks. 

Today, strategic management studies are highly sophisticated and
grounded in theory, examining a wide range of issues which include: con
c'otual and operational problems (Andrews, 1971); implementation strat
egies (Hrebiniak and Joyce, 1984); mutuality of influence and adaptation
between the organization and its task environment (Pfeffer, 1982); the 
changing top-level strategic management priorities in different stages of
the organization's life cycle in the pr,.'ate sector firms (Smith, Mitchell,
and Summer, 1985); and state-owned enterprises (Hafsi, Kiggundu, and 
Jorgensen, 1987). 

The McGill University group on strategic management led by Henry
Mintzberg has worked on various aspects of business and public sector 
management. These studies cover areas such as conceptual and defini
tional clarification of strategic management, strategic tracking and formu
lation in business (Mintzberg and Waters, 1982), and public sector organi
zations such as a national film board (Mintzberg and McHugh, 1985), a 
national airline (Mintzberg, Brunet, and Waters, 1987), and a university
setting (Hardy et al., 1983). In general, these studies distinguish between 
deliberate and emergent strategies and contradict the traditional view that 
strategy management is a logical, carefully planned, rational process. In
stead, Mintzberg and Waters (1985) and their coworkers see strategy as an 
emergent and not necessarily deliberate process. These studies also 
suggest that strategy formulation need not necessarily precede implemen
ta tion and that it can exist without the efforts of a central planning agency.
brunsson (1985) has extended these views by arguing for irrationality as a
basis for action and change in organizations. For those who claim that or
ganizations in developing countries are unable to utilize modern manage
ment thought because it is grounded in rationality, which is inherently in
conflict with traditional societies, Brunsson offers an interesting concep
tual rejoinder. 

These studies may have interesting implications for strategic manage
ment in developing countries where the approach toward public policy 
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management (strategy formulation and implementation) is almost exclu
sively rational, logical, formalized, planned, and highly centralized at the 
highest level of government. They seem to suggest that more attention 
should be paid to the informal, particip-tive processes of strategic forma
tion and implementation in the management ot organizations in developing 
countries. For example, a comparative analysis of emergent and deliber
ate strategies for state-owned enterprises might reveal interesting differ
ences that could then be related to the operational and strategic effective
ness of these organizations. 

All business schools require their undergraduate and graduate stu
dents to take at least one course in strategic management (often called 
Business Policy or Strategic Management) before they can graduate. 
Among periodicals in the specialty, the Strategic Management Journal is 
published bimonthly by John Wiley in order to provide "the leading forum 
for advancing strategic management theory and practice." In addition, 
Robert B.Lamb of New York University edits an on-going series called Ad
vances in StrategicManagement, which reports on current advances in the 
theory and practice in strategic management (Lamb, 1985). There are no 
equivalent publications or formal courses that focus attention on the 
operating tasks. 

Within organizations, current efforts are increasingly being directed 
toward the integration of strategic management with the traditional line 
functions. Consequently, the literature is now replete with intervention 
theories and methods relating to strategic human resource management 
(Fombrun, Tichy, and Devanna, 1984), strategic marketing management 
(Aaker, 1984; Cady and Buzzell, 1986), strategic international manage
ment (Doz, 1986), strategic organization development (OD) (Tichy, 1983), 
and strategic decision support systems (SDSS) (David, 1986: chap. 10). All 
these studies demonstrate how pervasive strategic management has be
come in the running of organizations. They also clearly show that it is not 
enough for line managers to be technically competent within their own 
functional areas; they must, in addition, be able to relate the function to 
che effective performance of the organization's relevant strategic manage
ment tasks. In the United States, industfial organizations are turning to 
effective applications of strategic management as a response to interna
tional competition, especially from Japan. 

In Europe, strategic management research and practice are quite ac
tive fields. For example, in a recent ten-year study based at the Bradford 
Management Centre and the Netherlands Institute for Advanced Study 
in Humanities and Social Sciences, my colleagues David Cray and Geof
frey Mallory and their co-workers (Hickson et al., 1986) have tracked 
down i50 case histories of top-level strategic decision making in public 
and private organizations. Although they found variations across organi
zation types in the making of decisions associated with the performance 
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of various strategic management tasks, the study results show wide ac
ceptance of strategic management in these organizations. It also confirms
the importance of extraorganizational considerations in the performance
of strategic management tasks. 

A recent World Bank report also confirms the wide acceptance of
strategic management in European organizations. In a review of strategicplanning and management experiences of 90 organizations equally dis
tributed between the United States and Europe, the report found that
strategic management is common among all organizations surveyed and
that these organizations increasingly use more sophisticated strategic
management models and techniques like cross-impact analysis and
scenario-building. The report also found that strategic management is more effectively implemented by progressive organizations who are responding to accelerating rates ofchange and increasing competition fromthe environment, especially since 1980. Emphasizing how critical strate
gic management tasks are for the survival of organizations, the report ob
served that "strategic management has come to be seen as an essential
goal for organizations to learn and develop, to maintain their excellence,to remain responsive, even to survive" (Hanna, 1985:80). Regrettably, this
review did not include organizations from developing countries. 

X. Role of the Board of Directors in the Performance of COTs and SMATs 
The structure, composition, and role of the board of directors remains one
of the most controversial issues in the management of organizations inboth industrialized and developing countries. Fc ur of the most controver
sial facets relate to representation, function, composition, and effective
ness of the board. In assessing these facets, we must always remember
that the board of directors, trustees, or governors, as the case may be, is
part of the organization's structure and that, as a management tool, its ultimate objective is to make the most effective contribution possible to the
performance of the organization's strategic management and critical 
operating tasks. 

Representation refers to the question of whose interests the board
represents. A capitalist institution in origin, the board serves as an instru
merit for the protection of shareholders' interests. Williamson, using thecontractual approach, observes that ". . . the principal function of tile
board remains that of providing governance structure protection for theshareholders" (1985:317). Others, however, see the board as representing
a wider audience and becoming an instrument of representative democ
racy. Evidence also suggests that if a board limits its focus only to share
holders' interests, it may lose its vitality. For example, in Venezuela, "Ifthe board primarily represents capital . . . without experience of the par
ticular industry involved . . . the board is inefficient as a method of in
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fluencing the policy or administration of the Company" (Bacon and 
Brown, 1977:317). Following the German example of Mitbestimmung 
(workers' participation), a number of developing countries including Tan
zania, Cuba, Algeria, and Venezuela have provisions for workers' repre
sentatives on company boards. Experience from these as well as Euro
pean countries shows, however, that workers from the shop floor often 
lack the training, experience, background, and confidence to make a 
genuine contribution to boardroom deliberations and decision making, 
and to the effective performance of the organization's strategic manage
ment tasks. Although the role and functions of the board vary across or
ganizations, a study of 17 Venezuelan companies found that the director's 
role was: 

...policy determination and planning; oversight-of the 
interests of the shareholders, of management performance, of 
major decisions such as mergers and acquisitions, important 
borrowing, and sale of assets, of the execution of policy and 
plans; and the election, appraisal and, as needed, dismissal of 
senior management, particularly the chief executive officer. 
(Bacon and Brown, 1977:134) 

The study clearly indicates that the board can and should contribute 
to the performance of the organization's strategic management tasks as 
well as to the monitoring and evaluation of those tasks. Often less ap
preciated is the potential for the board also to make an important contribu
tion to the planning, monitoring, and evaluation of the performance of 
the organization's critical operating tasks. 

The determination of the appropriate role, structure, and composi
tion of the board should begin with a clear statement of the organization's 
mission, goals, and objectives. Figure 3.3 shows the relationships be
tween the contributions of inside board members and those of outside 
board members to the organization's COTs and SMATs resulting from its 
mission statement. As members of senior management, inside board 
members have more intimate knowledge and experience about the in
ternal operations of the organization-its operating technology, markets, 
social relations, and industry knowledge. Therefore, they can better con
tribute to the performance of the organization's COTs. OLutside directors, 
who have many outside contacts and are in tune with the sentiments, 
rumors, gossip, and general changes in the outside environment, are 
more strategically placed to make contributions to the SMATs. Such 
strengths do not imply that inside directors do not contribute to strategic 
management tasks or that outside directors do not contribute to the criti
cal operating tasks. Indeed, inside directors often formulate the initial 
strategic plans and initiate board deliberations, and outside directors, de
pending on their technical background, can take initiatives to assist the 
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Figure 3.3 
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o:gani.-ation to improve the performance of its critical operating tasks. 
The executive committee, if one exists, undertakes the internal strategic 
management tasks, supervises the perfo mance of the critical operating 
tasks, and provides the link between the board and the rest of the 
organization. 

Questions are often raised about the effectiveness with which boards 
perform their statutory and management functions. It is generally be
lieved that boards both in industrialized and developing countries are not 
as effective and accountable as they need to be. Board ineffectiveness is 
often caused by the following problems: (1) lack of information about the 
management, operations, limitations, and capabilities of the organiza
tion; (2) lack of up-to-date industry knowledge and information; (3) lack 
of competency and confidence to pass judgment on executive decisions; 
(4) inability or unwillingness to confront management; and (5) lack of 
time, motivation, and technical or administrative support to attend to the 
organization's business. 

Evidence also suggests that the effectiveness of boards differs from 
function to function such that they are more effective in providing infor
mation from the environment relevant for strategic management tasks, 
but less effective in contributing to the organization's critical operating 
tasks. Bacon and Brown, quoting a Venezuelan director who evaluated 
the performance of that country's board of directors, observed the board 
to be: ". . . 35 per cent effective for establishing policies and approval of 
major matters such as sales of assets, major credits, and mrnigers and '-C 
quisitions; 60 per cent effective for electing and dismissing the chief execu
tive; and 80 per cent effective for providing environmeral information to 
the executives and representing the company" (1977:134). 

These problems can be overcome and board effectiveness can be en
hanced as an organization's resource, if the board is properly managed. 
Like any other resource, the board needs to be effectively managed and 
utilized, by, for example, the careful selection, briefing, training, direct
ing, and, if necessary, supervision of its members for the performance of 
its respective tasks. Board members should be chosen only on the basis of 
their potential contribution to the organization's current demands for its 
strategic management and critical operating tasks, by means of careful 
analysis of the organization's mission, the resources available inside the 
organization for implementing the mission, and the management gaps 
that need to be filled. Training, briefing, and orientation can provide new 
board members with the knowledge, confidence, and frame of mind 
necessary for effective board deliberations and decision making. European 
countries including West Germany and Sweden which require boards to 
include workers' representatives have held regular training programs 
with considerable success. Such programs should be mandatory for or
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ganizations in developing countries whose directors have no previous 
relevant experiences. 

Board membership should be protected so as to provide continuity,
especially when, as often happens in developing countries, executive 
turnover is high. Unfortunate!y, available evidence suggests that board 
membership is equally unstable. For example, the Venezuelan survey
showed that the average median term of office for the directors was only
two years. Overlapping directorships should be kept to a minimum, espe
cially in state-owned enterprises, because, in addition to overburdening
the board members and therefore preventing them from contributing ef
fectively to the performance of the organization's tasks, they create more 
opportunities for bribery and personal gains. In state-owned enterprises,
civil servant directors should be kept to a minimum so as to create a more 
balanced combination of specialists, generalicts, and ideologists. Finally,
the personal and professional attributes of the chief executive officer and 
the chairman of the board, their leadership qualities, and the manner in 
which they work together and with other board members and senior man
agers, are all important considerations for making the board an effective 
management institution. 

XI. COTs and SMATs: The Integrated Model 

The critical operating tasks (COTs) and the strategic management tasks 
(SMATs) subsystems have thus far been presented separately. In this sec
tion, the two subsystems are integrated into a complete organization
model. The model can be used to improve understanding of how organi
zations work, to do basic organization science research, and to provide a 
guide for organizational diagnosis and intervention. 

Figure 3.4 shows the strategic management and critical operating
task dimensions of the organization. The four quadrants represent ex
treme positions of how well (high) or badly (low) an organization may be 
performing its critical operating tasks and strategic management tasks at 
any given time. Quadrant 1 reflects an extreme sitation in which the or
ganization's performance of its COTs and SMATs is inefficient and ineffec
tive, respectively. It implies an unclear strategic mission or plan and 
ineffective operations suggesting organizational failure, decline, and 
possible demise. In this quadrant, the organization would face pres
sures from within as well as from the outside environment as those as
sociated with it became unable to meet their expectations. Employee
morale would be poor and outside stakeholders would be equally dissatis
fied and asking for reform. The organization's continued survival would 
be threatened. 

Rosalie Tung, in a study of China's more than 400,000 industrial enter
prises, describes the problems associated with both their strategic man
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agement and their critical operating tasks: 

...bottlenecks in operations; the production of certain com
modities that had no immediate market; the production of de
sirable production in insufficient quantities; excessive delays in 
decision making; and a spirit of unhealthy complacency 
among certain managers and workers in the industrial enter
prises because state-owned enterprises were not treated as in
dependent accounting units and hence not responsible for 
their own profit and loss ...the concept of marketing was 
foreign to the Chinese industrial scene. (1987:141) 

These problems would tend to push these enterprises toward quad
rant 1 and would most likely precipitate a call for reform by the owners 
and powerful stakeholders. 

Quadrant 2 represents a situation whereby the organization is effi
ciently performing its operating tasks but not its strategic management
tasks. This is a common difficulty for many an orgarization because, since
its operations are doing well, it gives the impression of a successful organi
zation. Since the organization's mission and strategic plans are at best un
clear, with no systematic allocation of resources, determination of priori
ties, or guidelines for strategic decisions or choices, the organization faces 
an uncertain future. Although the internal operating systems may be effi
cient, the organization has become merely a treadmill, with no clear
vision of its future: what it will be doing, what it will look like, what re
sources it will need, and how it is to achieve them. 

Management consultants report finding many organizations in quad
rant 2. Senior managers have a false sense of security, because it usually
takes a significant change, either internally within the organization or, as
is often the case, from the outside env; onment in the form of a potential
threat or missed opportunity, for the organization to become aware of its
strategic management limitations. In the long run, if the organization
does not address its strategic management tasks, and thus moves out of
quadrant 2, the performance of its critical operating tasks could also begin
 
to suffer.
 

Quadrant 3 represents asituation in which the organization's internal 
operations (COTs) are inefficient but it has a clear sense of mission, plans,
and objectives. Management has a clear vision for the organization but
does not have the capacity to attain it. That is, the organization has an
idealistic master plan but lacks the internal technical core to turn these
ideals into action. Examples of organizations in this quadrant include 
small start-up business firms where the entrepreneur may have a clear
vision of the infant business but lacks organizational resources for the re
quired operations. Unsuccessful newly created state-owned enterprises 
can also be found in this quadrant with clear official statements of the cor
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poration's mission and direction, but without the ability to develop the 
technical core commensurate with the stated mission. This is the infant 
state-owned enterprise (Hafsi et al., 1987) that is unable to perform its 
critical operating tasks and measures its performance only in symbolic 
terms. National development plans for developing countries also create 
situations for organizations similar to those reflected by quadrant 3. The 
documents provide articulate statements of where the country wants to 
be three to five years down the road and goals the individual sectors, in
dustries, or organizations will be expected to achieve in that period of 
time. However, most of these ambitious plans are rarely achieved mainly 
because the individual organizations within these countries do not have 
the capacity to perform the necessary critical operating tasks. Like quad
rant 1, quadrant 3 is very risky for independent private sector organiza
tions, whose survival depends only on their ability to produce and ex
change goods and services with the environment. If they cannot produce, 
they cannot survive. In practice, very few organizations would survive in 
quadrant 3. 

Quadrant 4 represents an ideal situation in which the organization 
exc2ls in its performance of both its critical operating and strategic man
agement tasks. Although it is only an ideal in the Weberian sense as it can
not be achieved in its absolute, organizations strive toward reaching it. 
Moreover, it is not a static frozen position but a dynamic process reflecting 
changes both within the organization and in the external general and spe
cific task environments. Management responds to these constant changes 
by striving to establish an optimal balance between the performance of 
the critical operating and strategic management tasks. We can now under
stand the phenomenon, often observed by both researchers and experi
enced managers, that organizations seek to protect their critical operating 
task subsystem (technical core) from outside environmental disturbances. 
Leaving both operating and strategic management task subsystems ex
posed to the environment would introduce too much uncertainty and 
complexity. Because management cannot have any reasonable control 
over changes in the outside environment, the most realistic option is to 
build buffers behind the critical operating task subsystem. These buffers 
reduce or eliminate organizational porosity. As William Dyer (1983) ob
served, if you have a clear strategic mission and plan of action, and if your 
operations are efficiently performed, you have a high possibility of organi
zational success. 

The model depicted in Figure 3.4 can be used for several organiza
tional purposes: (1) it provides a structure for understanding how the or
ganization works and is structured; (2) it can also be a conceptual 
framework for doing basic organization science research; (3) it can be a 
framework for preliminary organization diagnosis, for example, by assess
ing the extent to which the dimensions of the COTs and SMATs are ade
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quately performed and whether or not they contribute to the achievement 
of the organization's mission, goals, and objectives; (4) the model can be a
guide for the selection of interventional tools and methods for organiza
tional improvements; and (5) it can be the basis for evaluation and impact
assessment of organization change and development initiatives. If the
intervention has no significant impact on the performance of either the 
COTs or SMATs, perhaps it is of no consequence for the organization.

The model provides a framework for adding meaning to many current
discussions in development administration and organization science. 
Public management reforms in developing countries can be analyzed for
each organization by examining the performance and integration of their
COTs and SMATs, as outlined by the model. Organizational innovation 
can also be discussed using this model. For example, it is often stated that
organizations with a record of successful innovations are more likely to
succeed in introducing new innovations than those with little or no his
tory of innovations. We can now be more specific and state that, if an or
ganization has had previous experience in introducing innovations in the 
performance of the COTs or SMATs, new innovations will be more suc
cessful in the same innovative subsystem. If the innovations have been
limited to one task subsystem and not the other, the risk of failure in the
noninnovating subsystems will be significantly higher and perhaps as 
high as in the noninnovating organizations. Innovations in organizations
in developing countries do not have high success rates because their COTs 
and SMATs subsystems do not have a history of frequent innovations. 
One needs to establish a pattern, an organizational learning and knowl
edge base, a critical mass of innovators in each of the task subsystems,
and an internal innovative culture or climate within the organization.

Mariann Jelinek developed a corporate-wide system for innovation
based on the OST (objectives, strategies, tactics) model. She then tested it
with data collected from Texas Instruments, an elite American electronics 
firm known for its leadership in technological and management innova
tions. Emphasizing the need for innovative learning and behavior in both
subsystems of the organization, she wrote: "Because lower-level mana
gers are necessarily involved in generating strategic plans no less than im
plementing them, typically while also carrying on operational activities,
they quickly begin to see management as both strategic and operational" 
(Jelinek, 1981:564).

The COTs/SMATs model presented here is powerful because it pro
vides an explanation for some of the commonly observed phenomena in 
organizations in developing countries. On the positive side, national and
local institutions succeed when they have strong institutional linkages
with similar institutions abroad (e.g., the International Rice Research In
stitute). International joint ventures succeed when the overseas partner
has the capacity and motivation to assist the local firm to enhance its own 
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and the partnership's critical operating and strategic management tasks, 
and export-based firms such as international airlines and tourist organiza
tions succeed because the international marketing conditions necessitate 
the development of effective task performance systems to enable these 
firms to remain internationally competitive. Development projects "suc
ceed" during the period in which they are run like "sheltered experi
ments" with their critical operating tasks effectively performed by a sys
tem totally dependent on technical assistance. Finally, in sectors such as 
urban transport, small, private, independent operators have been re
ported to outperform large public companies because the former pay spe
cial attention to reducing the costs of operations (COTs), and because they 
are so small that they do not need to be concerned with complex strategic 
management tasks. Instead, if the industry becomes unprofitable, highly 
regulated, or too complex, they just exit into other sectors, a move the big
ger companies cannot make. 

On the negative side, the model can explain a number of typical or
ganizational pathologies. Nationalized subsidiaries of international com
panies fail because nationalization deprives them of both the critical 
operating and strategic management tasks support that they used to 
enjoy from their overseas headquarters. Newly created state-owned en
terprises fail because they lack the capacity to develop and sustain an ef
fective critical operating task subsystem. Development projects lack long
term sustainability because they depend on superficial, temporary critical 
operating systems created by foreign development agencies and because 
they are not properly integrated with the implementing agency's strategic 
management tasks. Indigenous private sector organizations fail to grow 
into commercially viable enterprises because they lack the necessary 
resources for developing and sustaining effective COTs and SMATs per
formance systems. Finally, social and community service organizations 
fail from a lack of concern for operational efficiency and strategic 
management. 

Figure 3.5 shows the relative positions of the COTs/SMATs perfor
mance of about twenty different types of organizations commonly found 
in developing countries. The figure indicates that international inter
dependence, properly designed and implemented, can be of advantage 
to these organizations by enhancing the performance of their task sys
tems. For example, the multinational-indigenous private sector firms 
(MNC-IPS), the international joint ventures, export-based firms, interna
tional development projects (in progress), and subsidiaries of MNCs are 
shown to perform relatively better than other organizations with little or 
no international linkages. Traditional peasant farmers lack the capacity 
and motivation to improve their farming practices (COTs) and to manage 
and plan for the future (SMATs). 

The figure also shows an inverse relationship between government 
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Figure 3.5 
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involvement and the propensity for the organization to locate toward the 
top right-hand side of the grid. Of course, the grid is only illustrative. It
does not imply, for example, that all international joint ventures will out
perform nationalized industries or municipal utilities. It does suggest,
however, these types of organizations have the potential to perform bet
ter. The figure can also be a diagnostic tool for a set of organizations either 
belonging to a single policy sector such as agriculture, or owned by a large
state-owned holding enterprise (see Chapter Eight) It also provides as a 
conceptual framework for the comparative analysis of organizations in de
veloping countries. 

In the final section of this chapter, Ipresent illustrations of two differ
ent international organizations, operating in both industrialized and 
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developing countries, whose modus operandi is similar to that of the COTs/ 
SMATs model presented above. These firms are Decision Processes Inter
national Limited, headquartered in Montreal, Canada, with offices in 13 
other countries spanning all continents, and Bell Canada Internatior.al, a 
telecommunications consulting firm with operations in all regions of the 
developing world. 

Decision Processes International (DPI) is a management consulting 
firm with offices in several developing countries including Brazil, Hong 
Kong, the Philippines, Singapore, and South Africa. It was established 
with the idea that a combination of strategic maragenent, Schein's (1969) 
process consulting, and management training and development, prop
erly packaged, would be helpful to client organizations. It, basic ap
proach, called strategic thinking, is to assist the organization .n formulat
ing and implementing its strategic management tasks. As Michel M. 
Robert, the founder of the firm, explains, "Our approach to this subject, 
which we have chosen to call StrategicThinking, has been to identify the 
keyfactors that dictate the direction of an organization together with the pro
cess that the management of that organization uses to set direction" 
(1985:1, emphasis is in original). 

The company's focus on strategic management helps the client or
ganization to define its mission, while its use of process consulting skills 
and training provides the organization with the management process, 
structuie, and systems for the articulation and implementation of the 
mission. P.Ithough Robert and his coworkers recognize the importance of 
the operating tasks for the efficient management of organizations, they 
deliberately chose to concentrate exclusively on strategic management 
tasks, partly because"... most of the time management spends in meet
ings is spent discussing operational issues and not strategic ones" 
(Robert, 1985:18-19). 

Drawing from the COTs/SMATs model and Figure 3.4 above, we can 
determine the organizational conditions under which DPI is likely to be 
successful or not. If the client organization is in quadrant 1, DPI'S ap
proach would be necessary but not sufficient for improving the effective 
performance of that organization. If the organization is in quadrant 3 or 4, 
DPI's approach would be almost redundant. Only in quadrant 2 would 
this approach have the best chance of successfully helping the organiza
tion to move toward quadrant 4. As pointed out above, however, quad
rant 2 i.; probably the most densely populated and therefore provides an 
adequate niche for a small consulting company. 

Bell Canada International (BCI) is a telecommunications and manage
ment consulting company based in Ottawa, Canada, with operations in 
Africa, the Middle East, the Indian Subcontinent, South East Asia, South 
and Central America, and the Caribbean. Its main function is to assist in
dividual countries in the development and management of successful 

http:Internatior.al
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telecommunications organizations. In doing this, it is guided by five dis
tinct areas that combine both critical operating and strategic management 
tasks. These functiona areas are:' 

1. 	 Managing customer service (COTs) in order to ensure that busi
ness and residential customer needs are met in a timely manner 
and that customers receive high quality service. 

2. 	 Managing the network (COTs), which requires the development 
of procedures for creating and sustaining a viable telecommuni
cations network, infrastructure, and services and for operating 
and maintaining them effectively. 

3. 	 Managing support services (COTs) to ensure that specialized 
skills and expertise are brought together in support of key operat
ing tasks of the organization. These support services include ve
hicle fleet operations, building maintenance, cost effective pro
curement and supply procedures, finance and accounting, data 
processing, and general administration and supervision. Techni
cal and administrative support functions cause serious limita
tions in the performance of both critical operating and strategic 
management tasks in organizations in developing countries. Un
fortunately. these areas including clerical and secretarial ser
vices, office administration, technical support services (e.g.,
draftsmen, lab technicians, computer programmers and 
analysts, insurance adjusters) tend to be neglected in the formu
lation of development programs for organizations in developing 
countries. 

4. Achieving internal n- iagement coordination (SMATs) to enable 
the organization to .trect its efforts and resources to the attain
ment of its mission and to enable managers to understand how 
their individual jobs fit into the overall goals of the organization. 

5. 	 Managing the environment (SMATs) by which the organization
communicates with its many stakeholders including employees, 
shareholders, customers, governments, or any other groups that 
have a vital interest in the organization's activities. 

These five areas cover task dimensions for both the COTs and the 
SMATs. It would therefore appear that Bell Canada International's ap
prooch would have a high probability of success in developing effective 

'This section is based on A World Experience, Bell Canada International, Ottawa, Canada 
(undated). 



95 The Strategic Management Tasks 

organizations with systems capable of sustaining the effective perfor
mance of the organizations' critical operating and strategic management 
tasks. Drawing its technological leadership and management expertise 
from Bell Canada, its parent company, BCI has been particularly success
ful in attracting long-term contracts not only from oil rich countries like 
Saudi Arabia and Indonesia, but also from the medium- and low-income 
developing countries of Africa and the Caribbean. 

Summary 

This chapter has discussed the theory and practice of strategic manage
ment tasks in developing and industrialized countries. Strategic manage
ment tasks help define the organization's uniqueness; provide a frame of 
reference for people inside and outside the organization to relate to it as 
an entity; articulate the organization's sense of purpose and direction, and 
give it a personality or character that distinguishes it from other organiza
tions. The chapter discusses the need for and the current state of theory 
and practice of strategic management in developing and industrialized 
countries. Limitations to the effective performance of strategic manage
ment tasks in organizations in developing countries are also described. 

The chapter outlines a framework and step-by-step process for the de
velopment and implementation of a mission statement down to the level 
of individual behavior. A mission statement is a brief but enduring state
ment of purpose which distinguishes the organization from other organi
zations and articulates the organization's philosophy, values, and belief 
systems. This framework can be used for organizational analysis and diag
nosis, evaluation, and ba3ic and action research. Six dimensions of stra
tegic management tasks are identified and discussed. 

Also discussed in the chapter is the role of the board of directors, par
ticularly its potential contributions to the effective performance of the or
ganization's strategic management and critical operating tasks. It has been 
emphasized that the ultimate purpose of the board, regardless of its com
position or representation, is to assist management in the performance of 
the organization's important tasks. To achieve this, the board, like ally 
other organizational resource, needs to be properly managed by, for ex
ample, careful selection, training, motivation and support of its members. 

The chapter concludes by presenting an integrated organizational 
framework combining the critical operating tasks and the strategic man
agement tasks. The next chapter provides a more detailed analysis of how 
these two task subsystems can be integrated. 



CHAPTER 4 

Integration of Operating 
and Strategic Tasks 

The previous two chapters presented the critical operating tasks and the 
strategic management tasks as if they were independent subsystems of 
the organization. They did so for analytical purposes only; in real life,
these two subsystems are highly interrelated. Toward the end of Chapter
Three, Figure 3.4 introduced a discussion of how the two task subsystems 
are integrated. This chapter gives a more detailed view of the specific in
tegrating mechanisms used for each of the critical operating and strategic 
management tasks. 

The first section of the chapter discusses the three types of routine in
tegrating mechanisms (RIMs): (1) the hierarchy of authority; (2) standard 
operating procedures, and (3) alternative forms of work organization.
These mechanisms, derived from the principles of classical theories of 
management and organization, are simple, routine, and generally avail
able to most mature organizations. They constitute the basic elements of 
organization and are commonly, though not exclusively, used for integrat
ing the critical operating tasks. The chapter will also introduce alternative 
forms of work organization used to alleviate some of the dysfunctional 
consequences of hierarchical or mechanistic structures. 

The second section deals with a wide range of complex integrating
nechanismis (CIMs), used when the internal operating and strategic man

agement tasks are complex and when environmental uncertainty makes 
routine integrating mechanisms inadequate or inappropriate. Interor
ganizational coordinating mechanisms (lOCs) are also discussed. Both of 
these mechanisms are used in response to task complexity characteristic 
of strategic management tasks. The section ends with the presentation of 
the criteria used by managers in selecting integrating mechanisms for de
signing organizations. 

The third and final section of this chapter introduces and discusses 
the concept of collaborativeinstitutionalarrangements (CIAs), which are in
tegrating mechanisms across organizations designed to coordinate and 
strengthen the operating and strategic management tasks of participating 
organizations. Throughout the chapter, illustrations from organizations 
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in developing countries are presented. The chapter concludes with a dis
cussion of the criteria used in selecting appropriate integrating mechan
isms for each of the task subsystems, and for the organization as a whole. 

I. Routine Integrating Mechanisms 

The routine integrating mechanisms (RIMs) are programmed methods of 
coordinating various parts of the organization. They are designed to deal 
with simple, repetitive, predictable task requirements between two or 
more workers. They are simple to administer and are relatively inexpen
sive. The three types of RIMS--the hierarchy of authority, standard 
operating procedures, and alternative forms of work organization-are 
each described below. 

1. The Hierarchy of Authority 
Every organization has a hierarchy of authority that differentiates among 
the various levels of the organization and provides a formal link integrat
ing the critical operating tasks and the strategic management tasks. The 
hierarchical lines represent channels of communication and interdepen
dence through which coordination can be achieved both within and be
tween the two task subsystems. The hierarchy is also vested with power, 
expertise, authority, and responsibility such that higher officers, by virtue 
of their positions, can send directives to lower officers and expect com
pliance and obedience. 

Figure 4.1 shows that the hierarchical responsibility is cumulative 
from the lowest operator to the chief executive officer and the board of di
rectors. The temporal dimensions indicating the time span of responsibil
ity for different hierarchical positions are also cumulative. For example, 
while the shift supervisor is responsible only for the shift's production 
cycle, the general manager is ultimately responsible for all temporal di
mensions encompassed by that position, including the annual produc
tion cycles (e.g., budgets), seasonal production cycles, quarterly returns, 
even the moment-by-moment operations at the individual work station. 
The figure shows that the responsibility for the spatial dimensions depict
ing the work environment for different hierarchical levels is also cumula
tive. For example, while the lead hand is responsible for only the work 
station and the immediate surrounding area, the chief operating officer is 
responsible for all organizational facilities as well as different aspects of 
the environment outside the organization. It is for this reason that the 
chief executive officer of every organization is ultimately accountable for 
the day-to-day events taking place at individual work stations as well as 
the events likely to take place ten years or more in the future in the general 
or specific task environment that will have an effect on the organization. 
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Figure 4.1 

The Organization Hierarchy of Authority: CUMULATIVE RESPONSIBILITY AS AFUNCTION OF SPATIAL AND TEMPORAL DIMENSIONS 
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In practical terms, for example, the chief executive officer of a rice-growing 
organization in the Philippines is responsible for the day-to-day field oper
ations as well as for reacting appropriately to those events that happen in 
the world today and in the future that affect the international production, 
processing, marketing, and consumption of rice. The chief executive of
ficer is ultimately responsible for integrating all the operating and 
strategic management tasks of the organization. The hierarchy is one of 
the organization's resources designed to assist the chief executive officer 
to fulfill all these multidimensional responsibilities. 

Organizations use a variety of methods to make the hierarchy more 
effective. These include: (1)creating staff positions; (2) varying the span 
of control; (3) varying the number of hierarchical levels from top to bot
tom; and (4) training and providing socialization of all members of the or
ganization who deal with the organization through its hierarchy (e.g., em
ployees, clients, the public). 

Large organizations in developing countries tend to have tall struc
tures with many hierarchical levels, and they tend to depend on the hier
archy as the single most important integrating mechanism. In these or
ganizations, the hierarchy is often weak, partly because of shortage of 
administrative and management skills and expertise, and partly because 
of the extraorganizational disturbances that affect the smooth running of 
the hierarchy. For the small scale enterprises that are of increasing impor
tance in most regions of the developing world, the hierarchy is both weak 
and underdeveloped. As a recent World Bank report by John Page and Wil
liam Steel (1984) indicates, small-scale entrepreneurs operate with little or 
no hierarchical structures as a way of conserving scarce managerial exper
tise. For these and similarly underorganized organizations, the hierarchy 
is not an important integrating mechanism and, because they are small in 
size, their needs for integration or coordination are very limited indeed. 

Close Supervision. Close supervision is a system common in many 
production enterprises in which the supervisor takes direct responsibility 
for the work of subordinates. While the subordinates do the actual work, 
the supervisor does the coordination with other parts of the organization. 
The subordinates have no responsibility for coordination of their work, 
even among themselves. Close supervision is labor intensive and highly 
personalized. It relies on the formal hierarchy to communicate informa
tion to and from different parts of the organization with the supervisor as 
the most critical element in receiving, encoding, sending, and acting on 
messages as they come in from or go out to different parts of the organiza
tion. Under the principle of close supervision, the supervisor is constantly 
and physically the person in charge. Bowen describes this kind of super
vision: "The operational side of his work deals with administration, the 
getting things done. Men and machines have to be kept at work, materials 
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obtained at the right time and the finished product kept flowing through" 
(1971:14). 

For close supervision to be effective, both in getting the work done 
and in coordinating the various parts of the organization, it must adhere 
to a number of conditions. Some of these conditions are: 

1. 	 The supervisor must be technically competent in all the jobs 
being closely supervised. 

2. 	 The supervisor must have effective administrative skills for ac
tivities such as planning, organizing, staffing, directing, coor
dinating, reporting, and budgeting (POSDCORB). These func
tions are particularly important for performance and fulfillment 
of the integration and coordination roles required of the close 
supervisor. These functions originate from the work of classical 
management writers such as Henry Fayol (1949) and Gulick and 
Urwick (1954) but still remain with us in both theory and practice. 

3. 	 The supervisor must be effective in human relations skills, in
cluding coaching, interviewing, communicating, counseling,
motivating, and giving and receiving feedback both in interper
sonal one-to-one relationships and in small groups. These are 
crucial because supervision often contributes to conditions for 
poorly designed or very routine jobs lacking in motivation for the 
subordinates and therefore human relations skills are necessary
in order for the close supervisor to deal with the consequent
morale problems. The supervisor should have the capacity to pro
tect the work unit's vital core from undue environmental interfer
ence while at the same time seeking opportunities in the environ
ment and within the organization for beneficial collaborative 
institutional arrangements. 

4. 	 The supervisor should have !eadership qualities and skills. Such 
a person should at least be able to command the respect of the 
subordinates and other members of the organization. He or she 
should have the skills to diagnose situations and take decisive 
action. 

5. 	 The subordinates themselves should be able and willing to work 
under close supervision. Close supervision can induce stressful 
working conditions for the subordinates, particularly because 
the supervisor is constantly watching to make sure that the work 
gets done and is moved to the next department or work station. 
This surveillance causes animosity, hostility, and conflict be
tween the supervisor and the subordinates. Mechanisms for re



101 Integrationof Operating and Stratcgic Tasks 

solving conflict and alleviating work stress should be in place if 
the organization wants to use close supervision as an effective in
tegrating mechanism. 

6. 	 Finally, certain conditions in the organization either facilitate or 
impinge on the effective use of close supervision. Both the super
visor and the subordinates must be in the same physical space in 
order to facilitate close supervision. Where this is not possible, 
either because of plant/office layout, or because of geographically 
dispersed work stations, close supervision would be highly re
stricted, as remote and isolated work stations are not conducive 
to close supervision. Span of control-the number of people di
rectly reporting to the same supervisor--can also be a limiting 
factor for close supervision. As the supervisor is expected to 
watch the subordinates constantly, there is a natural limit to how 
many subordinates he or she can supervise. The narrower the 
span of control-the number of subordinates per supervisor
the more effective close supervision is likely to be. Jobs requir
ing individual initiative aiid creativity are not suitable for close 
supervision. 

In summary, close supervision is limited to routine jobs for which 
progress can be monitored externally by the supervisor, the jobs can be 
clustered together in one or a few physical places, the close supervisor is 
highly skilled and motivated, and subordinates' attributes are suited to 
the characteristics of the particular types of jobs.

For organizations in developing countries, close supervision should 
appeal to management because it is consistent with a management 
philosophy that makes a clear distinction and separation of tasks between 
management and the worker. This philosophy is prevalent in many organ
izations in the developing world. Research has shown (e.g., Negandhi, 
1979) that close supervision is indeed practiced in many situations in these 
organizations. Although the reasons for this choice are not exactly cle,,; I 
suspect that close supervision is used as a way of putting pressure on the 
workers to get the job done and not necessarily as an integrative or coor
dinating mechanism. 

Whatever the motivation, there are limitations to utilizing close super
vision in organizations in developing countries. The acute shortage of 
supervisors with the requisite knowledge, skills, and motivation for close 
supervision is a serious limiting factor. In addition, the demands for close 
supervision are much more stringent than those for the generalized super
visory positions. Before close supervision can become a realistic option 
for most of these organizations, enough people must be carefully 
selected, trained in both technical and supervisory skills, socialized, and 
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given proper indoctrination consistent with the organization's manage
ment philosophy. Likewise, the subordinates must be selected and 
trained so that they are capable of working effectively under close super
vision. This strategy of organizational human resource development is 
slow and needs patience and perseverance. 

Obviously, close supervision has problems and limitations; even if 
enough close supervisors and subordinates were available to these organi
zations, there would still be difficulties. Problems associated with job de
sign, morale, remote locations, and span of control have already been dis
cussed. Close supervision also inhibits employee creativity and the 
organization's capacity for innovation. In fact, it is in response to some of 
these problems that organizations in industrialized countries have at
tempted to abandon close supervision in favor of more humanistic par
ticipative approaches to supervision and management. Under the ac
ronym of QWL (quality of working life), these approaches have attempted 
to enrich the subordinates' jobs, often at the expense of the supervisor
(Kiggundu, 1984). Although attempts have been made to introduce QWL
into organizations in developing countries (Kiggundu, 1986; Trist, 1975),
there are those (i.e., Mintzberg, 1979) who are quite skeptical about the 
efficacy of QWL in dealing with the negative practical effects of traditional 
management at the workplace. 

2. Standard Operating Procedures 
The second type of routine ir.'egrating niechanism (RIM) is standard 
operating procedures (SOPs). The term standard operating procedures is 
used here broadly to include rules, policies and procedures, plans, bud
gets, goals, and standardization. Like the hierarchy of authority, SOPs are 
particularly suited for the more predictable, repetitive, or less complex
tasks. These tend to be particularly, but not exclusively the critical operat
ing tasks, although some strategic management tasks like corporate plan
ning can be coordinated by use of the SOPs. 

Rules, Policies, and Regulations Rules, policies, and regulations
provide common codified and publicly known methods of dealing with 
specific organizational decisions or problems They are designed to re
duce the work pressure from the hierarchy by allowing lower level officers 
to make decisions that would otherwise be pushed high up in the hier
archy. This practice serves the dual put-pose of freeing up the more senior 
officers and their channels of communication to process information and 
attend to nonroutine, novel, and more complex problems of the organi
zation. It aiso facilitates decentralization and delegation of authority so 
that lower level officers can make important decisions within the frame
work provided by the rules, policies, and procedures.

If the rules are not observed, or if they are inconsistent or irrelevant to 
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most important organizational events, then the hierarchy becomes over
loaded with work as junior officers constantly consult their superiors for 
advice and decisions. This state creates serious performance bottlenecks 
leading to inefficiency and ineffectiveness in the performance and integra
tion of both types of organizational tasks (COTs and SMATs). Rules can be 
abused during their interpretation or application and, although junior of
ficers are expected to exercise judgment in utilizing organizational rules, 
senior officers should monitor these applications to minimize incidents of 
intended or unintended abuses. 

Organizations in developing countries face problems of dated or in
appropriate rules, policies, and procedures. Even if the rules are current 
and relevant, they are sometimes not fairly and consistently interpreted 
or applied. A management resource audit of a national financial inst-fu
tion that I recently conducted in Africa showed almost total breakdown of 
institutional rules and business procedures and practices. Accordingly, 
management was unable to ensure satisfactory performance of the organi
zation's various critical operating tasks. However, when rules are clear, 
fair, relevant, and properly applied, they reduce role conflict and role am
biguity, clarify expectations, and control and coordinate individual and 
group behavior at different levels of the organization. 

Plans, Budgets, and Goals. Plans, budgets, and goals specify, in 
measurable terms, the performance requirements for the whole organiza
tion and its various subunits right down to the level of the individual 
operator. They regulate the work interdependencies among the different 
units within and between the operating and strategic management tasks 
by providing specific input and output performance requirements. For 
example, a detailed sales budget can indicate quite precisely the required 
level of production for the manufacturing department, the quality and 
quantity of materials needed for the purchasing agents, the required 
working capital for the accounting department, and the skill levels and 
numbers of employees required for the personnel department. The 
budget would therefore integrate the work of all these departments and 
their respective critical operating tasks while management would under
take internal management and supervision to ensure effective overall or
ganization performance in accordance with the budget. Management 
would also use the budget to monitor internal organizational perfor
mance and assess changes in the environment to determine whether or 
not they need to make adjustments to the budget and therefore to the 
internal interdependencies. 

Plans and budgets should be realistic and achievable. They must be 
perceived by the employees to constitute realistic expectations of levels of 
performance. Unrealistic plans lose their integrative capacity because in
dividual organizational units disregard them in the performance of their 
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respective tasks. That the plans are perceived to be unrealistic by some of 
the units in the organization can be a source of conflict, as it creates work 
flow imbalances, especially between the interdependent organization units 
that meet their planned targets and those that do not. 

As research has shown (Wildavsky, 1972), organizations in develop
ing countries do not use budgets and plans as integrating mechanisms as 
effectively as in industrialized countries. Several explanations can be of
fered. First, plans and budgets in these organizations are usually not 
taken seriously. The perception among employees is that such plans are 
either unrealistic or irrelevant given the organization's internal resources 
and the external environmental constraints it faces. These perceptions are 
particularly reinforced if in its past, as is often the case, the organization
has consistently been unable to meet its planned targets and live within 
its budget. Second. plans and budgets may be deliberately ignored by
management, which beheves that the organization's environment is chang
ing so much that plans and budgets would be out of date before they are 
published. This attitude is particularly prevalent for organizations in de
veloping countries facing high levels of inflation or political instability
where working capital budgets and annual business plans would become 
obsolete only months after they have been developed. 

Third, the organization may lack internal management resources and
discipline to make and live up to the requirements of the plans and 
budgets. Plans require effective monitoring, control, and management in
forma',ion systems to enable management to enforce plan compliance for 
the different units of the organization. Most organizations in developing
countries would not have the resources to develop and maintain these sys
tems. Consequently, management would be unable to obtain the neces
sary information to coordinate the activities of the various task subunits 
in accordance with the requirements of the plan and budget targets. Most 
small- and medium-sized organizations do not have the capital or man
agement expertise to develop and effectively utilize these plans as integra
tive management tools. 

Another limiting factor that is common for organizations in both de
veloping and industrialized countries is the ineffective communication of 
the plans and budgets down to the operating levels in a language that all 
understand and identify with. Organizations generally experience dif
ficulties in communicating plans, budgets, the rationale behind them,
and their implementation. These difficulties become more serious for the 
lower levels of the hierarchy, particularly in organizations in which these 
plans are developed only by top management with little or no participa
tion or involvement from their lower levels. In response to these prob
lems, some organizations adopt participative forms of management like 
management by objectives (MBO) whereby plans and budgets are de
veloped jointly between the individual employee and his or her imme
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diate supervisor. This bottom-up approach to planning increases under
standing, involvement, and acceptance of the plans by employees and 
managers. When plans and budgets are understood and accepted by the 
employees at different levels of the organization, they become more effec
tive management integrating mechanisms both within and between the 
operating and strategic management tasks. 

Organization plans can, however, be an effective source of employee 
motivation, especially if they clarify task requirements, provide challeng
ing but attainable goals and timely and relevant perforinance feedback, 
and relate to the organization's reward and incentive systems. 

Standardization. In addition to applying plans and rules, an or
ganization can standardize its operating procedures. Standardization is 
the extent to which the requirements and processes for the performance 
of the organization's tasks are specified in advance and performed in such 
a way that there is uniformity and comparability across jobs and different 
parts of the organization. Standardization reduces variability and in
creases predictability. Organizations pay a lot of attention to standardiza
tion because it improves efficiency and predictability, and reduces cosf:s 
and the need for coordination. Like other routine integrating mechanisms 
(RIMs), standardization is particularly suitable for routine, repetitive, or 
predictable events characteristic of operating tasks (COTs). Organizations 
strive to standardize within four different areas: (1)inputs; (2) transforma
tion processes; (3)outputs; and (4) knowledge, skills, values, beliefs, and 
attitudes. 

When an organization states its mission, it automaticaPy implies the 
nature of inputs that it must obtain from the environment to meet its mis
sion. These inputs are usually of a rather narrow specified range as the 
organization determines the specifications and attributes of acceptable in
puts. Although organizations differ in regard to how much variability of 
inputs they should accept, most find it advantageous to limit the range so 
that they can accurately predict and effectively control the behavior of the 
inputs at different stages of the production process. Inputs that are nor
mally highly standardized include raw materials, clients, equipment, 
machinery and tools, land, especially in the case of agricultural organiza
tions, human resources, and capital. 

The purchasing department of a manufacturing organization, or the 
admission offices of human services organizations spend a lot of effort 
checking and testing to make sure that the raw materials conform to the 
organization's standard specifications. Likewise, these departments order 
machinery, equipment, and tools according to specifications designed to 
fit with the internal production requirements of the organization. The or
ganization's recruitment and selection efforts are designed to assure that 
only people with certain attributes or traits join the organization as em
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ployees. Once these inputs are standardized, it becomes relatively easy to 
coordinate the activities of other units that process the inputs into out
puts. Input standardization can be so important for an organization that it 
may decide to integrate vertically and make its own inputs, or it may 
otherwise control those who supply its inputs so as to ensure conformity 
with its specifications for standardization. In performing and integrating 
its critical operating tasks, an organization must make a tradeoff between 
investing in operating systems for restricting the range of inputs allowed 
in the vital core, and developing the internal capacity to deal with input 
variability while at the same time achieving acceptable output standards. 

The transformation process turns inputs into outputs. It involves or
ganizing, combining, and processing various inputs to produce outputs,
and it is one of the most standardized pars of the organization. In a manu
facturing organization, the core of the transformation process is the man
ufacturing plant and its facilities. In a government department, the trans
formation processes involve the implementation and administration of 
plans and programs, provision of services to the public, enforcement of 
rules and regulations, and maintenance and protection of public assets 
and interests. These tasks require practical knowledge of government pro
cedures and regulations. They are highly mechanical and routine, and all 
transactions are regulated according to preprogrammed standard treat
ment. The transformation process is buffered from outside environmental 
disturbances to ensure standardization of treatments and outputs. The 
three challenges involved in the management of the tansformation pro
cess are to ensure that only inputs of a given standard specification are 
allowed in, that treatments on transformation materials are administered 
according to preprogrammed specifications, and that only outputs that 
meet certain specifications are allowed out. This method of standardiza
tion provides effective and inexpensive coordination among the various 
production stages of the organization. 

Output standardization is achieved by standardization of the inpu!s 
and the transformation processes and by effective quality control. Quality
control ensures that outputs that do not meet the organization's stan
dards, in spite of the standardization of inputs and transformation pro
cesses, are not allowed to leave the organization. The sales force can also 
be trained to detect defective outputs and to provide customers with re
placements in case their original purchases were defective. In this way, 
standardization can provide the necessary coordination among the vari
ous parts of the organization including purchasing (inputs), production
(transformation processes), and quality control and sales and distribution 
(outputs). 

The fourth area is standardization of knowledge, skills, beliefs, at
titudes, and values among the various members of the organization. Un
like other forms of standardization, this one is equally applicable to the 
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critical operating and to strategic management tasks. Standardization 
based on the establishment of common knowledge and attitudes is not 
necessarily limited only to employees, except in the closed or partially 
closed task systems sometimes found in the operating tasks or technical 
core. It includes various interest groups (e.g., customers, suppliers, farm
ers, politicians), especially in those aspects of the organization like the 
strategic management tasks which necessitate contact and interaction 
with the outsiV_' environment. The purpose of this type of standardiza
tion is to reduce human behavioral variability, to increase control and pre
dictability, and to provide relatively inexpensive and reliable coordinating 
mechanisms across different parts of the organization over a relatively 
long period of time. 

The methods of achieving standardization of knowledge, beliefs, and 
attitudes are quite specific. They include formal and informal training, 
briefing, indoctrination, socialization, culturalization, articulation of a man
agement philosophy, and maintenance of incentive systems that reinforce 
the learning, acquiring, and utilization of the desired knowledge, skills, 
and attitudes. These methods are effective in bringing about the desired 
changes in knowledge, sk'lls, and attitudes. They are difficult to maintain, 
however, because of changes within the organization that may lead to dif
ferent knowledge requirements, changes in the outside environment, 
and changes in the employees themselves. 

For most mature organizations and established bureaucracies, stan
dardization of knowledge, skills, and attitudes for the performance and 
coordination of operating tasks requires relatively little formal training but 
a lot of on-the-job training and indoctrination. In combination with the 
hierarchy of authority, rules, plans, and other forms of standardization, 
they can achieve effective and relatively inexpensive coordination of the 
critical operating tasks by using routine integrating mechanisms (RIMs). 

Standardization of knowledge and attitudes for strategic manage
ment tasks requires relatively long periods of training, socialization, and 
"grooming." Socialization is particularly important in order to ensure 
internaliza:ion of the values and attitudes associated with the knowledge 
and kills being developed. While employees can be trained and retrained 
to maintain the required levels of knowledge and skills, outside members 
of the organization-such as customers, suppliers, and outside board 
members-over whom the organization has little or no control are hard to 
train and keep up-to-date. Yet, it is becoming increasingly important to 
keep outside members of the organization trained and supportive of ap
propriate attitudes and beliefs, especially in the service organizations 
where outsiders are part of the service delivery system. 

Standardized knowledge and skills are designed to ensure that the 
members of the organization have the expertise to diagnose the organiza
tion and respond accordingly, while standardized attitudes and values are 
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designed to ensure that individual interpretations of novel or complex or
ganizational problems will not vary widely, and will be done in the best 
interests of the different parts of the organization. Standardized values 
are a necessary alternative where standardized knowledge is neither pos
sible nor desirable. In this way the organization achieves coordination and 
unity of purpose. Conversely, an organization lacking a common knowl
edge base, values, or orientation is likely to be highly differentiated and 
hard to integrate. For example, studies show that organizations whose 
members have widely different formal training, values, and attitudes tcnd 
to be highly differentiated (Lawrence and Lorsch, 1967). Extension service 
organizations, for example, are highly differentiated partly because the 
agricultural scientists, the extension officers, and the farmers all have dif
ferent knowledge and skills, and values and attitudes, and partly because 
they are dispersed in different locations. It therefore becomes difficult for 
such organizations to achieve coordination and unity of purpose among
the various interest groups. 

Standardization of knowledge, skills, beliefs, and attitudes in organi
zations in industrialized countries is highly developed. It is facilitated by 
a combination of factors within both the organization and the outside en
vironment, including: (1)a generally high and rising standard of educa
tion where the average worker has had at least eight years of formal educa
tion; (2) highly competitive and well-developed educational and training
institutions that provide general and specialized training and influence at
titudes and beliefs through long periods of socialization and indoctrina
tion; (3) active and powerful industry, trade, and professional associations 
that certify qualified members with demonstrated levels of knowledge,
skills, and professional attitudes, and keep them up-to-date with current 
developments in their respective trades and professions; (4) continuing
in-house training and indoctrination programs within each organization
designed to develop specific organization-relevant skills, management
philosophy, attitudes, and norms; (5) specialized training opportunities
and facilities offered by the manufacturers and suppliers of advanced 
technologies used in the operating and strategic management tasks; and 
(6) availability of management consultants to advise individual organiza
tions on the development and implementation of strategies for enhancing
the knowledge, skills, and appropriate attitudes and norms of the various 
members of the organization. 

The combination and relative importance of any of these approaches
depend on the type of organization in question. For example, as Mintz
berg indicates, professional organizations like teaching hospitals and law 
and accounting firms depend more on training and indoctrination pro
vided by outside institutions and professiona! associations, while "in
house indoctrination programs are particularly important where jobs are 
sensitive or remote" (Mintzberg, 1979:98). Many organizations in de
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veloping countries are involved in critical operating tasks that are consid
ered to be sensitive, secretive, or remote. For such tasks, indoctrination 
must be combined with cognitive training for the operators. 

Once the members of the organization have acquired the necessary
knowledge and skills and internalized the organization's belief systems
and norms, the int .:.-ration and coordination of the various parts of the 
organization both v. .thin and between the operating and strategic man
agement tasks are facilitated, as role requirements and expectations are 
understood and accepted. Everyone should know what to do and how to 
do it even when internal and outside environmental conditions change.

In organizations in developing countries, the situation is very differ
ent. Nonstandardization of knowledge, skills, and organizational norms 
is one of their most serious problems. Virtually none of the facilitating fac
tors for knowledge and skills acquisition, socialization, and indoctrina
tion discussed above for organizations in industrialized countries exists, 
and if they do, they are usually not as well developed or equipped. Oppor
tunities and facilities for formal training are very limited indeed, and the 
result is a bi-modal distribution with a few highly educated members of 
the organization in the strategic management and professional operating
tasks, and a majority of people with little or no education. There are still 
significant numbers of organization members both inside and outside the 
organization who cannot read or write. Industry, trade, and professional
asscciations as well as local training institutions, where opportunities do 
exist, are weak and lack the necessary infrastructure including training
materials, equipment, and personnel. Some of these problems and limita
tions as they relate to management training in developing countries have 
been investigated by John Kerrigan and Jeff Luke (1987). Although some 
in-house training is done bv organizations in developing countries, such 
efforts are well below the effective need for training and indoctrination,
and they tend to be limited in focus only to specific job skills. Oppor
tunities for upgrading one's job skills and knowledge are limited as well. 
Under such conditions, coordination of the various parts of the organiza
tion by standardization of knowledge and skills is very difficu!t for organi
zations in developing countries. 

As has been pointed out above, studies show that in-house indoctri
nation programs are very important, particularly if jobs are remote. Or
ganizations in developing countries have their fair share of remote jobs.
Scattered population distributions necessitate that a number of govern
ment services in the areas of education, health, public works, social and 
community services, and local govei nment have to be provided by people
working in remote areas. The problem of providing education to isolated 
remote villages was discussed by Samuel Paul (1982) in the Mexican 
CONAFE program for the development of rural education. The resource 
management sector requires a number of technical and professional post
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ings in remote and isolated areas. For example, the management of water 
resources, fisheries, forestry, minerals, wildlife, and forest resources all 
require people to work in remote isolated areas. In Indonesia, the size of 
the country and the fact that it is made up of over 3,000 islands mean that 
most of the jobs away from the major urban centers are remote, not only
for agriculture, but for other sectors as well. Yet, as we have seen, in-house 
training and indoctrination in organizations including those with techni
cal and professional remote jobs are very limited indeed. Thus, coordina
tion and integration of the various parts of these organizations are particu
larly difficult. Other developing countries such as Brazil, Zaire, Iran, the 
Sudan, and the Philippines face similar problems of remoteness and 
dispersion. 

In remote job situations, input variability tends to be high, the trans
formation processes are easily exposed to outside environmental disturb
ances, and quality control is hard to enforce. Accordingly, coordination by 
standardization of the production processes car. be difficult. Moreover, 
close supervision is not possible because of the physical distances be
tween head office and the remote posts. Under these and similar circum
stances, greatly increased investments in training and indoctrination are 
highly appropriate. As Kaufrri,; . (1960) illustrated in his study of the 
American forest ranger, indoctrination and standardization by knowl
edge are the most effective integrating mechanisms for remote and iso
lated organizations. 

The nature and composition of the various groups that make up the 
membership of the organization in developing countries cause special
problems for indoctrination and socialization. These groupings are nor
mally formed on the basis of extraorganizational considerations including 
race, religion, ethnic background, education, or gender. While the indi
vidual work groups are internally homogeneous and highly cohesive, the 
membership as a whole is heterogeneous and fractious. These conditions 
make it difficult to develop and instill a common management philosophy 
and organization norms internalized and practiced by all. As a result, we 
would find different "management philosophies" and norms for indi
vidual groups in different parts of the organization. Loyalty for the group 
comes before loyalty for the organization. Under these conditioi s, it be
comes difficult to achieve coordination by means of indoctrination, sociali
zation, and norm formation. Rice (1958) had to use clinical group pro
cesses in India in order to develop effective teamwork between the Hindu 
and Moslem employees at the textile mills. 

3. Alternative Forms of Work Organization 
When the negative consequences of poor employee morale resulting from 
hierarchical divisions of labor and specialization outweigh the positive as
pects of large economies of scale and lower unit costs, management may 
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seek alternative forms of structuring and integrating the critical operating 
tasks. These alternative forms affect the organization and work flow of the 
operating tasks, the utilization and morale of the operators, and the inte
gration of the operating tasks among themselves and with the strategic 
management tasks. 

Alternative forms of work organization are based on the principles of 
sociotechnical systems theory that were discussed above in Chapter One. 
Two of these principles are: (1) that jobs, organizational units, and work 
groups need to be designed and coordinated according to task require
ments; and (2) that jobs need to fulfill certain employee psychological and 
social needs beyond safety, security, and wages as specified in the employ
ment contract. It is therefore necessary to give operators more meaningful 
jobs, opportunities to learn and use new skills, freedom to exercise control 
over their own work, challenge to plan and schedule their work and par
ticipate in decisions relevant to their jobs, and a climate of mutual trust 
and social support. 

Figure 4.2 shows the organization of work according to the traditional 
functional grouping, and the alternative form based on product lines. In 
the functional groupings, work is organized according to functions such 
that each of the functions (e.g., painting, assembling) is under a different 
supervisory group. The products move from one group to the next in a 
typical assembly-line work flow. None of the individual groups gets a 
chance to do a complete task. Sequential interdependence is high as func
tional groups depend on others to get their own work done. Under these 
conditions, the potential for conflict and suboptimization is high. 

The alternative form is organized quite differently. Each supervisory 
group is responsible for the performance of all five functions including in
spection of their own wcrk. Specialization exists here but through cross
training the operators become skilled in performing more than one func
tion. For example, in Figure 4.2., the painter can also do inspection and 
the sheet-metal worker can also do assembling. In this way, the work 
group builds additional organizational resources with flexibility in staff
ing, scheduling, and job design. The product groups are relatively in
dependent of each other and have little need for coordination. There is 
less need to balance the line or work flow across the groups. The added 
responsibilities increase the necessity for coordination within each work 
group but reduce it for between-group coordination. Work integration is 
achieved at higher levels of the organization. 

When work is organized according to the product lines, as shown by 
Figure 4.2, and when certain conditions are fulfilled, the groups are called 
self-managing or semi-autonomous work groups. The following condi
tions are necessary for the creation of self-managing work groups: 

1. 	 The operators must be cross-trained and multiskilled so that they 
can change work roles within the group. That is, the operator 
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must have the knowledge and skills to perform as many different 
jobs in the work group as possible. 

2. 	 Operators must be given more responsibility to control their 
work flow. They must be allowed to do the planning, scheduling 
and inspection of their work. When a self-managing work group 
is fully developed, it takes on most of the responsibilities tradi
tionally performed by the supervisor. 

3. 	 The group must be able to control or have ready access to support 
services like repair, maintenance, administration, and informa
tion systems. 

4. 	 The supervisors have to be trained and encouraged to operate ef
fectively under the new structural arrangements. They must be 
able and willing to give up close supervision, to learn to super
vise and coordinate group and not individual efforts and to de
velop those problem-solving and decision-making skills needed 
at higher middle management levels. 

5. 	 These structural and behavioral changes must be institutional
ized and given legitimacy by top management. This is one of the 
hardest conditions to fulfill because it often requires changes in 
management philosophy and organizational norms at the very 
top. 

6. 	 The management, control, reward, and incentive systems must 
be changed in regard to their effect on the work group in order 
that the desired behaviors of the new structures are reinforced. 
For example, these systems and practices must support and re
ward group ;ind not just individual effort, collaboration, willing
ness to learn and to use new skills, and individual and group 
flexibility. 

7. 	 There must be periodic review and evaluation of group perfor
mance and the new form of work organization to make any neces
sary adjustments. Reorganization under these conditions is an 
on-going process. 

8. 	 Finally, a self-managing group must have clearly defined bound
ary conditions with stable inputs, outputs, and territory. 

Alternative forms of work organization have both economic and so
cial benefits for the organization and its employees. Lindholm and Flykt 
summarize these benefits by stating that the structure: 
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... cuts down on materials handling and in-process materials 
inventories, shortens throughput times and therefore reduces 
the cost of working capital tied up in products moving through 
the manufacturing process. In addition, . . . it means that 
work organization can be simpler and better. Supervisors and 
workers span a portion of the production process that contains 
many different tasks and makes possible varied and enriched 
jobs. This means that workers have the opportunity to sharpen 
their skills and learn additional jobs. Moreover, it is easier to 
define, keep track of and arrange feedback of meaningful re
sults and to create a unified responsibility for work results in a 
supervisor and his coworkers. This can induce more involve
ment of the workers in their jobs. (1981:47-48) 

Alternative forms of work organization can be designed at different 
levels of the organization in both production and service organizations. 
They have been applied in organizations in both industrialized and de
veloping countries including India, Tanzania, and the Sudan. In a recent 
review of these initiatives in developing countries (Kiggundu, 1986), 1 
found that results were mixed. While some of the initial results were posi
tive and encouraging, subsequent problems of inadequate preparation, 
lack of training for the workers and their supervisors, and the inability to 
diffuse and institutionalize the new structural changes often led to loss of 
support. Yet, as Kanawaty et al. (1981), and Trist (1981), among others, 
have found, when enough attention is paid to background preparation, 
training, and institutional support, these forms of work organization can 
be effective integrating mechanisms for organizations in developing 
countries. 

Table 4.1 summarizes the organizational effects of the five routine in
tegrating mechanisms (RIMs) discussed above. It shows that most of 
these RIMs are mainly applicable for the organization and integration of 
critical operating tasks (COTs) only. Other RIMs such as plans, budgets 
and goals, knowledge, skills and values, and alternative forms of work 
organization are relevant for both the COTs and the strategic management
tasks (SMATs). These mechanisms provide the link and integration be
tween the organization's operating and strategic management tasks. For 
example, the plans and budgets of the organization should flow directly 
from its mission statement and be translated directly into operations 
down to the lowest operating level. The hierarchy provides the authority, 
communication channels, and supervision for the performance and inte
gration of the COTs and SMATs. 

Table 4.1 also outlines some of the advantages and disadvantages of 
using each of the routine integrating mechanisms. For most RIMs, the ad
vciv,3c are associated with operational efficiency and the desire to re
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Table 4.1 

SUMMARY OF THE ORGANIZATIONAL EFFECTS OF ROUTINE INTEGRATING MECHANISMS 

RIMs Integrating 
Mechanism 

Main Effects on 
COTs or SMATs? 

Reasons for 
Applications 

Disadvantages or 
Limitations 

1. Hierarchy of 
Authority 

COTs/SMATs Establishes clear lines of 
authority and communication 

Alienates lower level operators 
and other members 

2. Close Supervision COTs Ensures operator complience Stifles creativity, innovation, and 
with SOPs initiative. Creates morale 

problems among operators. Not 
practical in certain (e.g., remote, 
complex, dispersed) job 

situations 

3. Standard Operating 
Procedures ISOPsI: 
a. Rules, Policies, 

Procedures COTs Clarifies role expectations and Cannot cover unprogrammed 
work procedures. Uniform work events. Must be kept up to 
performance across jobs and date, communicated, understood, 
work units and accepted or respected by all. 

Not appropriate for complex 
tasks 

b. Plans, Budgets, and COTs/SMATs Provides basis for establishing Causes suboptimization within 
Goals performance standards and work units 

systematic appraisals 

4. Standardization: 
a. Inputs COTs Increases predictability and 

control of input behavior 
Limits capacity to handle input 
vriability 

b. Transformations COTs Increases operational efficiency Keeps operating core closed,
Inability to process "exceptional" 
cases 

C. Outputs COTs Reduces incidents of rejects Require, investments in 
stringent qluality rontrol 

d. Knowledge, skills, 
beliefs, and 

COTs/SMATs Increases prefitability and 
eliminates need for (lose 

Requires heavy investments over 
long periods of time 

attitudes supervision 

S. Alternative forms of 
York organization 

COTs/SMATs Improves operator morale. 
commitment, responsible action, 
and initiative. Eliminates need for 

Requires highly trained, 
experienced, and motivated 
operators and supervisors 

(lose supervision Compromises on operaior 
efficiency 

Note: COTs = Critical Operating Tasks; SMATs =Strategic Management Tasks. 

duce organizational porosity and to achieve at least partial closure of the 
onerating core. The disadvantages, however, are associated with operator 
morale problems resulting from poorly designed jobs, the requirement of 
long and expensive investments in human resource development, sub
optimization resulting from excessive division of labor and specialization, 
and the inability of most of the RIMs to deal with complex tasks. The next 
section deals with the integration of the more complex strategic manage
ment tasks. 

I. Complex Integrating Mechanisms 

Complex integrating mechanisms (CIMs) are structural arrangements de
signed to integrate and coordinate the more complex tasks of the organiza
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tion. Unlike the routine integrating mechanisms, the complex integrating
mechanisms are used for unstructured tasks characteristic of the strategic 
management tasks performed under conditions of internal and environ
mental uncertainty. Complex unstructured tasks require complex mech
anisms for integration and coordination. The more complex the organiza
tion is in terms of its tasks and the internal and environmental context 
within which it operates, the greater its need for complex integrating
mechanisms. CIMs are labor intensive, take a longer time, and are gener
ally more expensive to utilize effectively. 

1. Internal Integrating Mechanisms 
Complex internal integrating mechanisms are structural arrangements
developed to bring about coordination and unity of purpose between two 
or more parts of the organization performing unstructured, complex tasks 
that cannot be adequately coordinated by any of the routine integrating
mechanisms. There are various ways of conceptualizing task complexity
and organizational responses to achieve appropriate integration. For 
example, Galbraith (1977) thinks of task complexity in terms of the organi
zation's needs for information processing. Accordingly, the internal inte
grating mechanisms should be designed in order to increase the organiza
tion's capacity to process information, or to reduce the need for information 
processing. 

Two types of internal integrating mechanisms-the creation of lateral 
relations, and the facilitation of informal communications-are discussed 
below. Alternative forms of work organization, described in the previous
section, can also be used to bring about integration across complex operat
ing units. 

Creation of Lateral Relations. When the internal tasks of an organi
zation become too complex, it must develop lateral relations to comple
ment the hierarchy of authority and other routine integrating mechan
isms. Lateral relations increase in importance, scope, and complexity as 
the internal tasks and requirements for integration become more demand
ing and complex. These lateral relations, which cut across hierarchical 
lines of authority, can range from simple direct contacts between super
visors or managers of interdependent work units, to more complex struc
tural arrangements like the matrix design. Four types of lateral relations 
are discussed below: (1)direct contacts; (2) task forces; (3) teams; and (4)
the matrix design. 

Direct Contacts. Contacts can be made between two or more mana
gers who share a common problem. These can take place on the phone, in 
meetings, or by exchanging personnel across departments. The exchange
of personnel is particularly effective as a solution to recurring interde
partmental problems because it facilitates empathy and understanding of 
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the problems from the other department's point of view. In this way, the 
departments can engage in cooperative problem solving, seeking solu
tions beneficial to all the affected departments. In most organizations, 
conflicts occur between the purchasing, production, and distribution de
partments because of the high level of interdependence among them. By 
facilitating direct contacts or transferring personnel on a regular basis, 
these conflicts can be effectively managed with little or no dysfunctional 
consequences. 

If the regular meetings or exchange of personnel is not adequate to 
deal with the common problems between interdependent departments, 
the organization can create a special part-time or full-time position charged 
with the responsibility of bringing about better coordination and problem 
solving between the departments. This position could alleviate difficul
ties, for example, between a government central agency such as the trea
sury, and a big-spending line ministry such as national defense. The 
person assigned to the position should have knowledge and practical ex
perience from the interdependent departments. In addition, this liaison 
role should be assigned to someone who can bring objectivity to it so as to 
be able to deal with the departments without fear or favor. The location 
and reporting relationships of this role must be acceptable to the depart
ments involved. If the liaison office is located within and reports to one of 
the departments, it may be subjected to undue influence and may lose its 
credibility, which is so important for the effective performance of its un
biased role. Liaison roles are quite demanding because they require the 
incumbent to have at least a basic knowledge of the work and problems of 
each of the departments or agencies and because they often deal with con
flict situations. They therefore tend to be assigned to experienced senior 
employees. They operate on influence rather than formal authority. 

Task Forces. Direct contacts and liaison positions are used for prob
lems affecting two or only a few departments. These structural arrange
ments, however, are inadequate for problems involving many depart
ments or the whole organization. In this section Iuse the term task force 
to indicate a temporary structural arrangement whereby representatives 
from different parts of the organization or set of organizations sharing a 
common problem come together to find a mutually acceptable solution to 
the problem. Task forces, in this sense, are similar to ad hoc committees; 
they have no permanent legitimacy and must be disbanded as soon as the 
problem for their existence has been solved. 

Task forces may be established formally by high officials like the chief 
executive officer so as to give them formal recognition, authority, and re
sources, or they can arise informally through direct lateral contacts. They 
may be appointed directly by and be responsible to the board of directors. 
Formal task forces have the advantage of official legitimacy and therefore 
easy access to organizational resources, while informal ones enjoy more 
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grassroots support from the rank and file. In any case, it is important-for 
several reasons-that the membership of the task force is representative 
of all the affected interdependent departments. First, relevant informa
tion about the problem, as well as that department's perspective or under
standing of the problem, must be obtained from each of the departments. 
Second, participation enables the departments to gain a broader apprecia
tion and understanding of the problem from the perspective of depart
ments other than their own. Third, participation, and thus improved 
understanding of the problem, increases the chances of a common accept
ance of problem definition and solution, which in turn facilitates solution 
implementation by the departments. 

Teams. Teams or standing committees resemble task forces except 
that they are permanent and are formed to deal with frequently occurring 
problems. Like task forces, teams may cut across hierarchical levels and 
draw their membership from different parts of the organization. They are 
used to facilitate internal coordination by dealing with and resolving or
ganizational problems that cannot be routinely addressed by simpler in
tegrating mechanisms. 

Teams can be used to achieve internal integration at different hier
archical levels of the organization. For example, quality control commit
tees usually operate at the lower levels of tile organization unless quality 
problems are so severe that they require the attention of senior manage
ment. Finance committees, on the other hand, tend to be made up of 
senior management or board members. As a team moves up the organiza
tion from lower levels to top management, its role as an integrating 
mechanism increases. This is one explanation of why senior managers 
spend more time in meetings than do junior managers. Most organiza
tions have functional teams or committees dealing with matters like finance, 
audit, personnel, compensation, investments, or government relations. 
Such committees are often created at a board level so that membership 
includes both senior officers and managers of the organization as well as 
members of the board. Such a structure provides effective coordination 
between the board and the organization and creates a more open organi
zation since neither the chief executive officer nor the chairman of the 
board can sit on all these committees. 

Teams are expensive and they can be unproductive. Senior managers 
often complain that they spend long hours in unproductive meetings. 
Highly bureaucratic hierarchical organizations with formal approaches to 
problem solving are not particularly good at using teams effectively. As 
well, organizations with a highly competitive climate, where individual 
managers work to maximize their own performance with little or no re
gard for the effectiveness of the whole organization, are not conducive to 
good teamwork. When an organization's internal tasks necessitate utiliza
tion of teamwork to achieve coordination, it should change its manage
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ment, control, and incentive systems, and train its members on how to 
conduct effective meetings. This is quite difficult and requires introduc
tion of major organizational change and development. 

Matrix Design. A matrix organization is defined "as any organiza
tion that employs a multiplecommand system that includes not only a multi
ple command structure but also related support mechanisms and an asso
ciated organizational culture and behavior pattern" (Davis and Lawrence, 
1977:3). Matrix organizations originally evolved from the U.S. aerospace 
industry as a way of bringing together highly specialized professicnals 
and operators to work on leading edge scientific and technical projects 
that required complex, close coordination and mutual adjustments. Since 
then, the matrix design has been widely used in industrialized countries 
in sectors such as manufacturing, service organizations such as banking 
and construction, professional organizations, nonprofit organizations 
such as municipalities, government agencies, hospitals, universities, and 
international organizations. One of the advantages of the matrix design is 
that it can bring about effective coordination and integration between two 
or more critical operating tasks in different departments or parts of the 
organization, as well as integration of the critical operating and the stra
tegic management tasks. 

Figure 4.3 illustrates the possible application of the matrix design in 
the implementation of a structural adjustment program (SAP) in a de
veloping country. The SAP, imposed on countries by the International 
Monetary Fund (IMF), is essentially a series of national strategic manage
ment tasks that require active participation of a wide range of national or
ganizations. Experience has shown that most developing countries run 
into problems of implementation and coordination resulting from the 
SAP; that is, the individual organizations' critical operating tasks are not 
integrated with the SAP-imposed changes in regard to their respective 
strategic management tasks. Only by synchronizing these organizations' 
COTs and SMATs, and building the necessary capacity for their continued 
performance and integration, can these countries be able to implement 
the structural adjustment program (see Chapter Eight). 

Figure 4.3 shows how a matrix design can be used to bring about bet
ter coordination between central agencies and line ministries. The central 
bank and the ministry of agriculture both play an important role in the 
implementation of a structural adjustment program. Their respective op
erating and strategic management tasks are coordinated and integrated 
by the creation of the matrix position of a manager of crop financing who 
reports to both the central bank and the ministry of agriculture. A major 
limitation of the matrix design, however, is that it requires fairly complex 
management systems not commonly found in developing countries and 
it takes a long time to develop. 

If the matrix design is not adequate or practical, it may be necessary 
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Figure 4.3
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to use a collateral organization. This is a parallel structure th;,t co-exists 
with the formal organization but draws its membership from different 
ministries and agencies. Unlike the task force, the collateral organization
is more permanent and is better suited for solving and coordinating com
plex and apparently intractable problems characteristic of the structural 
adjustment program. The collateral organization has the advantage of in
tegrating complex operating and strategic management tasks from differ
ent parts of the organization without interfering with its day-to-day opera
tions (Huse and Cummings, 1985; Rubinstein and Woodman, 1984). 
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Collateral organizations have been used by organizations such as 
General Motors' central foundry division and Compu Corp of the United 
States. According to Huse and Cummings (1985), Compu Corp, a high
technology firm, used the collateral organization form to address opera
tion and management problems resulting from rapid growth and growing 
competition. The company established a steering committee made up of 
managers drawn from different departments. Reporting to the steering 
committee were several action groups made up of employees from differ
ent operating units. The action groups, under the general supervision of 
the steering committee, initiated a number of programs that resulted in 
improvements in productivity and morale and enabled the employees to 
acquire new and valuable skills. 

Facilitation of Informal Communications. As tasks become com
plex, formal internal integrating mechanisms become inadequate. Under 
these conditions, informal communications become necessary to enable 
managers and employees from different interdependent parts of the or
ganization regularly to exchange information, perceptions, expectations, 
and so fcrth, on an informal basis. Informal communications must not be 
seen as a residual or last resort of integrating mechanisms but as a pur
poseful facilitation to achieve higher levels of integration. Some aspects of 
work cannot be integrated by other than informal communications. For 
example, Mintzberg indicates that mutual adjustment (informal communi
cation) "is the only one that works under extremely difficult circumstances" 
(1979:3) Because many organizations in developing countries operate 
und,'r "extremely difficult circumstances," it is perhaps imperative that 
they use informal communications for integration and coordination. 

Informal communications are particularly effective for unstructured 
complex tasks or tasks performed under conditions of uncertainty. Thus, 
they are also particularly suited for strategic management tasks. An effec
tive, well-irtegrated organization should show a complicated network of 
both formal and informal communications in which the informal network 
crisscrosses the organization and is more concentrated at the manage
ment levels of the organization and at its boundaries. Informal communi
cations are effective integrating mechanisms because they are organic, 
face to face, spontaneous, and live, use multiple media, and provide in
stant feedback. 

Organizations spend a lot of effort encouraging and facilitating in
formal comm"-Aications. Methods include: 

1. 	 Developing a common belief system, management philosophy, 
language, and knowledge base for easy and efficient commu
nication. 
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2. 	 Providing common work areas and pooled or shared resources 
or open office space to facilitate informal contacts during the 
course of employee job performance. 

3. 	 Creating facilities for social interactions including common rest 
rooms, cafeterias, lounges, and recreation facilities; transporta
tion to and from work; housing; libraries; coordinated or syn
chronized elevators (e.g., by floors); and other amenities that en
courage employees from different parts of the organization and 
different parts of the environment to meet for both business and 
social reasons. 

4. 	 Encouraging managers and supervisors to spend more time with 
other managers and employees. In the military tradition this 
would be called "keeping in touch with the troops." Peters and 
Waterman (1984), in describing America's best run companies, 
called it "keeping close to the customers," though this should be 
extended to keeping close to all important members of the organi
zation. Timm and Peterson (1986) have de3cribed a management 
style whereby the manager spends so much time walking around 
on the floor that eventually he or she earns a management by 
walking around (MBWA) degree! The integrative aspects of this 
management style are described by these authors as follows: 
"Just walking around with your eyes and ears open, asking ques
tions like crazy and trying to understand what the guys working 
for you are doing. A good place to start is to see if they under
stand what they are doing" (1986:148). 

Perhaps organizations in developing countries should recruit more 
managers with MBWA rather than MBA degrees. Management by walk
ing around enables the managers to acquaint themselves with the require
ments and challenges of the organization's critical operating tasks. 

Trust is one of the most important facilitators of informal communica
tion. There must exist a climate of mutual trust and respect in the organiza
tion for effective informal communication. In his popular book on how 
American business can meet the Japanese challenge, William Ouchi ob
served that "the first lesson of theory Z is trust," and that "productivity 
and trust go hand in hand" (1981:5). Human relations theorists like Chris 
Argyris (1968) and Peterson and Pace (1978) regard trust to be one of the 
most important dimensions of organization climate. Trust within the or
ganization is fostered by treating employees like adults and by improving
accessibility, predictability, and loyalty among members of the organiza
tion. These conditions are hard to maintain in hierarchical organizations 
with distinctive social class structures and factious groupings that are 
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sometimes found in organizations in developing countries. If trust is low 
and animosity high, an organization can attain operational success only if 
its routine integrating mechanisms are one hundred percent foolproof. 

I am not aware of any research that has been done to determine the 
frequency and effectiveness of informal communications as integrating 
mechanisms in organizations in developing countries. I suspect, how
ever, that a lot of informal communications go on in these organizations, 
especially where other integrating mechanisms are particularly weak or 
ineffective. I also suspect that most of these communications may not 
necessarily be job related or organization relevant. The natural groupings 
in these organizations within which most informal communications go 
on, do not necessarily correspond with the organization's task groips; 
thus, information shared with these groups, while relevant for individual 
employees, may be of little integrative value from the organization's point 
of view. Secondly, the existence of rigid class structures may inhibit in
formal communications across social/economic classes. Linguistic and 
cultural differences also inhibit informal communications. Thirdly, chief 
executive officers and other senior managers tend to spend most of the time 
on extraorganizational activities and therefore have limited time "to man
age by walking around," or otherwise facilitate informal communications. 

In observing how senior managers in organizations in developing 
countries spend their time at work, I found that they spend a greater pro
portion of the time with outside interactions than they do with inside 
members. Such a pattern suggests that these managers believe there is a 
greater need to coordinate and integrate organizational tasks with outside 
stakeholders than with inside stakeholders. The next section discusses in
terorganizational coordination and its relevancy for ihese organizations. 

2. Interorganizational Coordination 
Interorganizational coordination (IOC) has attracted a lot of interest in or
ganization science. Various theories have been developed and empirically 
tested; however, I make no attempt here to review or synthesize these 
theories because Pfeffer (1982), and Rogers and Whetten (1982), among 
others, have already done so. The purpose of this section is limited to a 
discussion of the basic elements of IOC and their relevancy for organiza
tions in developing countries. 

According to Charles Mulford and David Rogers, interorganizational 
coordination can be defined as the "process whereby two or more organi
zations create and/or use existing decisions that have been established to 
deal collaboratively with their shared task environment" (1982:12). This 
definition has a number of attractive features: (1) it conceptualizes IOC in 
terms of the specific task environment and not the organization's general
ized environment, and assumes that the task environment is shared; (2) it 
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emphasizes that decisions affecting IOC are made jointly by the organiza
tions involved or by a third party; (3) it focuses on the organization set
the organizations in the interdependent relationship-and not the indi
vidual organizations. IOC implies both structural arrangements and 
behavioral processes for the entire organization set. 

The 	motivation for individual organizations to participate in IOC is 
to deal with environmental complexity and uncertainty. As the environ
ment becomes more complex and uncertain, organizations become more 
specialized and thus increase their need for interorganizational coordina
tion. Increased internal differentiation and environmental interdepen
dencies create greater needs for internal and interorganizational coordina
tion. Specific reasons for participating in IOC include the necessity of 
dealing with system inefficiencies, of reducing fragmentation of services 
and overlap, of regulating and directing programs and activities, and of 
maintaining a reasonable degree of autonomy for the individual par
ticipating organizations. 

Organizations choose various strategies for participation in IOC. In 
order of preference, these strategies, and their attributes, are: 

1. 	 Proprietary strategies that enable individual organizations to re
tain possession and control over critical resources, and protect
boundaries and technical core; 

2. 	 Cooperative strategies requiring dyadic negotiation on a one-to
one basis with another organization; and 

3. 	 Multiorganizational, multilevel strategies that require the partici
pation and involvement of many organizations at many different 
levels. 

In choosing among these strategies, the primary objective for the in
dividual organization is to maintain its autonomy in the performance of 
its critical operating and strategic management tasks. It is with this goal in 
mind that EinarThorsrud observed "it is more appropriate to define objec
tives in terms of the relative dependence of an organization upon the var
ious parts of its environment" (1981:15).

This dependence is often conceptualized in terms of resources (Ald
rich, 1979; Pfeffer, 1982; Pfeffer and Salancik, 1978) that the organization
requires for the performance of its critical operating and strategic manage
ment tasks. Because organizations can not be self-sufficient, they must go
out into the environment to get needed resources. This dependence 
creates an asymmetrical relationship that imposes external controls on the 
organization and on the way it performs its operating and strategic man
agement tasks. This relationship can be particularly problematic when, as 
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often happens with international joint ventures, the powerful organiza
tions reside outside the focal organization's country of residence. As part 
of performing their strategic management tasks, organizations respond 
to the dependence by adapting various cooperative and competitive strat
egies that enable them to strike a balance between maintaining access to 
needed resources and retaining a level of autonomy and freedom from ex
ternal control. These strategies include long-term supply contracts, joint 
ventures, mergers, acquisitions, contract farming, management con
tracts, exchange of personnel, programs, money and other resources, and 
sharing of interlocking directorships. 

This dependence can affect the performance of the organization's 
critical operating tasks, strategic management tasks, or both. When con
trol is over critical operating tasks, its effects are immediate and they di
rectly affect the operations and survival of the organization. When an or
ganization loses a major supplier or buyers of inputs and outputs-for 
example, when a multinational corporation terminates or adversely 
changes its terms with contract farmers of a developing country for whom 
it provides the only access to the world market for their produce-the or
ganization loses its capacity to perform its critical operating tasks with 
economy and efficiency. 

When an organization is dependent on another for the performance 
of its strategic management tasks, the effects of such dependence are slow 
and take long before they can be noticed, as these tLsks are oriented to
ward the future with only incremental effects on the immediate or short 
term operations of the organization. The effects of the external control on 
the organization over the performance of its strategic management tasks 
are less dramatic and rather subtle for COTs. They are, however, equally 
debilitating for the organization over the Ic -run. Examples of organiza
tions in developing countries whose strategic management tasks suffer 
from external control by other organizations are the state-owned enter
prises, and the international joint ventures. Evidence shows that state
owned enterprises owe at least some of their poor performance to in
appropriate external control of their strategic management by powerful 
parent ministries, holding companies, or central agencies. Likewise, inter
national joint ventures with asymmetrical power relationships suffer from 
similar dependencies because the more powerful international partners 
usurp all the important strategic management tasks (Gomes-Casseres, 
1985). When the external control is total-that is, it involves both the criti
cal operating and strategic management tasks-the organization loses its 
identity as a separate, unique entity. 

Compared to cooperation, coorclination is much more formal, affects 
both horizontal and vertical linkages, involves more serious commitment 
of resources from either party, affects the structure and behavior of the 
parties, and constitutes a greater threat to individual organization's au
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tonomy in the performance of their respective operating and strategic
management tasks. Organizations are therefore reluctant to adopt IOC 
unless they must, and even then they do so advisedly.

Interorganizational coordination can have both intended and unin
tended consequences. Intended consequence- include a development of 
a more stable and predictable task environment that ensures continuity of 
resource supplies, more efficient operation of both operating and strategic
management tasks, internal and environmental conflict resolution, and 
more effective utilization of resources. Unintended consequences include 
reduced competition among the IOC participating organizations, uneven
distribution of costs or benefits, a zero-sum game or win/lose situations,
and biased evaluation of the be,,efits intended for only specific interest 
groups. These unintended consequences, and the frequent failure of 
some IOC strategies like mergers and acquisitions, suggest the need for
careful consideration and effective management of interorganizational
coordination by the participating organizations or a neutral third party. 

Contingencies of Interorganizational Coordination. There are at
least two ,zhools of thought on interorganizational coordination and its 
effects on organizations in developing countries. The first and most popu
lar school in the literature is the one advanced by writers like Faucheux
and Laurent (1982), who believe that in developing countries "society per
vades organizations." This philosophy would suggest that the individual 
organization has little or no control over the environment and must there
fore adjust to environmental dictates in order to survive. Accordingly, the 
organization is subject to external control and the external environment 
exercises power over the performance of its critical operating and strategic 
management tasks. 

The second school of thought argues that organizations in develop
ing countries are not different from those in industrialized countries in re
gard to their relationship with the environment. They face complex and 
uncertain environments upon which they must depend for needed re
sources. But they also have the potential to manage their respective task
environments to reduce dependency and increase their individual and
collective autonomy. The argument is also made that, even in indus
trialized countries, the difference between effective and ineffective organi
zations is not that one set of organizations operates under a complex and 
potentially pervasive environment while the other set does not. Rather,
the difference is that the effective organizations, regardless of tie nature 
of the environment in which they operate, have developed and imple
mented effective strategies for performing and managing their respective
tasks. These strategies enable the organizations: (1) to continue to get 
access to the resources they need; (2) to avoid being totally dependent or 
externally controlled by the environment; and (3) to enjoy a reasonable 
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degree of autonomy and freedom from the environment in the peiful
mance of their tasks. 

This school of thought is more proactive than arguing environmental 
domination. Its emphasis is not so much on the pervasive and debilitating 
nature of the external environment but on two developmental aspects. 
First, it points out the need for managers of organizations in developing 
countries to attain environmental strategic management skills. These 
would, among other things, enable them to manage more effectively re
gardless of the nature of the environment in which they happen to oper
ate. Second, it also points out the need for basic and applied research to 
produce useful organizational knowledge for understanding and identify
ing appropriate IOC strategies and mechanisms, and the organizational 
contingencies under which they are most suitable for organizations in de
veloping countries. 

Two important contingencies are organizational size and industry 
concentration or market imperfections. By far, the majority of organiza
tions in developing countries are small in size (Page and Steel, 1984). Only 
large organizations have the capacity and expertise proactively to manage 
their environments to the benefit of their task performance. The only way 
that small organizations such as small-scale enterprises or sma!l-scale 
farmers can have an effective impact on the environment is by banding 
together into associations and cooperatives. This strategy has been used 
effectively in the United States by small farmers and retailers. (Pfeffer, 
1982) 

There is empirical support for the U-shaped hypothesis relating the 
amount of interorganizational linkages to industry concentration (Pfeffer 
and Salancik, 1978). That is, when concentration is high or low, the amount 
of interorganizational linkages is small. When, however, industry concen
tration is moderate, interorganizational linkages are high. In research 
with Jorgensen and Hafsi (1986) I have documented evidence of market 
imperfections and the existence of industry concentration in most of the 
industrial sectors of developing country economies. Industries like min
ing, manufacturing, plantation farming, and forest products are typically 
characterized by high levels of concentration with one firm or a few large 
firms in each sector. On the other extreme, Ifound very low levels of con
centration in peasant farming and small-scale enterprises where the mar
ket is much more competitive and entry into and exit out of the industry 
relatively easy. Under these conditions, we can conclude that the typical 
profile of industrial organization, concentration, and market imperfec
tions in most developing economies is not conducive to large amounts of 
interorganizational linkages as a strategy for IOC and environment man
agement, and thus that organizations in developing countries do not 
readily engage in cooperative strategies with other organizations in the 
performance of their operating and strategic management tasks. 
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COTs and SMATs Across Interdependent Organizations. There 
exist several situations in whlch a set of organizations is so interdepen
dent that the performance or oonperformance of the tasks of one affects 
the performance of the tasks ot the others-for example, when organiza
tions are so operationally interdependent that one's outputs become 
another's inputs. In the educational sector the quality of performance of 
COTs by secondary schools for such facets as programs, subject coverage, 
and teaching methods has a direct impact on the structuring and perfor
mance of COTs by the post-secondary institutions. Similarly, the per
formance of COTs by the secondary schools is affected by the quality of 
performance by the primary schools with whom they are operationally 
interdependent. Thus, any changes or improvements in the performance 
of the tasks of the receiving organization must be made in cognizance of 
the nature and performance of the tasks of the other interdependent 
organizations. 

It is also possible that the critical operating tasks of one organization 
are taken on as the strategic management tasks of another. For example, 
in many developing countries, routine acquisi tion, use, and distribution 
of raw materials and finished goods to and from abroad may be not only 
an operational matter for the producing organization but also a major 
strategic decision of how to allocate and utilize scarce national resources 
such as foreign exchange. In this way, an operational task by the produc
ing organization becomes a strategic management task for the govern
ment regulatory agency. For a private importer of agricultural imple
ments, the purchase of such stock abroad is a routine operating task. It 
may, however, have strategic importance for the country's central bank in 
the allocation of foreign exchange resources, for the agricultural develop
ment corporation in the implementation of the country's regional diversi
fication agricultural policy, and for the ministry of international trade in 
the development of international markets for the country. Under these 
conditions, it is unlikely that the private importer will be left alone to 
make the purchasing decision as a purely commercial critical operating 
task. 

In situations in which the state-owned enterprise (SOE) has little au
tonomy because its internal management is weak, its performance levels 
are well below major stakeholders' expectations, the history of the SOE 
government relations is short and turbulent, public institutions are weak, 
or the country's political situation is unstable or changing, government 
interference tends to be pervasive, affecting both critical operating tasks 
and strategic management tasks. Such circumstances are illustrated by 
Ben Turok, who, writing about control in the private sector in Zambia, ob
served that: 

Government intervention in state corporations is substantial 
and on the whole corrosive. It went beyond prescribing policy 
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objectives and cut across operational freedom. Government 
prescribed projects and programmes, insisted on selecting lo
cations, appointed and dismissed personnel, laid down condi
tions of service and set pricing policies and levels. (1984:233) 

Whenever the critical operating tasks of one organization are per
formed as strategic management tasks by another organization, the cost 
of doing business goes up and the advantages of market forces are lost 
because transactions are then subject to a wide range of market imperfec
tions and extraorganizational considerations. State-owned enterprises 
are particularly susceptible to these problems (Hafsi, Kiggundu, and 
Jorgensen, 1987). 

It also happens that the interdependence between organizations is 
such that the strategic management decisions of one affect the structuring 
and performance of the critical operating tasks of another. For example, 
when a firm decides to expand its production facilities, or to make signifi
cant changes in its technology or markets, these strategic decisions will 
have significant effects on the critical operating tasks of its major suppliers 
or customers. Likewise, when a government introduces a new policy ini
tiative (SMATs), individual government ministries and agencies must 
make corresponding changes in the organization and performance of 
their critical operating tasks. Failure to do so would result in difficulties in 
policy implementation and coordination. 

Finally, situations exist whereby the strategic management decisions 
of one organization form the basis for the SMATs of another organization. 
Examples include subsidiary-parent relationships, industry leaders vis-d
vis industry followers, and dominance of power or influence, for what
ever reasons, by one organization over one or more organizations. In 
developing countries, we can find many cases of a single firm or a few in
dustry leader firms with many small ones taking on the role of followers
or, all following the lead of an international organization. For example,
when the international airlines introduced wide body aircraft on their 
international routes, the smaller national airlines of the developing coun
tries had n) choice but to follow suit. This step set up a chain reaction that 
has affected tiie small airlines' COTs such as aircraft maintenance and 
service, training, and marketing as well as the COTs of other organiza
tions that do business with these airlines. 

The analysis of COTs and SMATs across interdependent organiza
tions can be applied to the analysis of a set of organizations constituting a 
policy sector. A policy sector can be defined as a "cluster or complex of 
organizations connected to each other by resource dependencies and dis
tinguished from other clusters or complexes by breaks in the structure of 
resource dependencies" (Benson, 1982:148). Policy sectors provide organi
zations with a useful framework within which to manage and coordinate 
their task interdependencies using the overall sector mission instead of 
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the missions of the individual organizations. When the sector mission cor
responds with government policy for that sector, these clusters can be in
strumental in the effective implementation of such a policy. Policy sectors,
however, are much bigger with more complex interdependencies than 
single organizations have. They pose a bigger management challenge for 
developing countries than do individual organizations. 

Ill. Collaborative Institutional Arrangements 

In addition to the integrating mechanisms discussed above (RIMs, CIMs, 
1OC), there are special mechanisms for institutional collaboration that are 
particularly suited for organizations in developing countries. Collabora
tive institutional arrangements (CIAs), structural and behavioral arrange
ments between two or mcre organizations, are designed to enhance the 
operational and/or managenent capacity of all or some of the organiza
tions participating in tie collaborative exchange. Here, the focus is not 
limited to managing resource dependencies, but also concerns building
and sustaining the internal capacity of the participating organizations. 
The ultimate objective of these arrangements is to bring about sustained 
improvements in the performance of the critical operating and strategic 
management tasks of the participating organizations. This is the practical
meaning of concepts such as institutional building and organization de
velopment (Hage and Finsterbusch, 1987). 

The common methods of collaborative institutional arrangements in
clude: (1)management contracts; (2) turnkey operations; (3) service con
tracts; (4) subcontracting; (5) licensing; (6)contract farming; (7) industrial 
incubation; (8) franchising; (9) joint ventures; (10) buy-make decisions; 
and (11) technical assistance. Each of these, however, is not a unitary con
cept but represents variations of organization forms. A management con
tract involves the invitation of an organization usually from an industrial
ized country to take over responsibility for the operations and manage
ment of another organization, usually in a developing country, for a fixed 
period of time for fixed or contingent fees. Management contracts are 
common in organizations in developing countries if new or large complex 
systems require advanced management expertise not easily available lo
cally. They have been used in managing sugar estates in Kenya and the 
Caribbean, rubber plantations in Asia, and airports and modern hospitals
in Africa and the Middle East. Management contracts are developmental
and can be modified or withdrawn as the local organization develops its 
own management systems. Whereas certain collaborative institutional ar
rangements such as turnkey operations usually concentrate on installa
tions for improvements in critical operating tasks, management contracts 
include both operating and strategic management tasks and contingent 
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fees can be determined on the basis of the extent to which these tasks are 
performed with efficiency, economy, and effectiveness. 

Service contracts and subcontracting are similar to one another in 
terms of collaborative arrangements. In both cases, an organization con
tracts another organization to provide specified services or products needed 
for the operations of the former organization. In the management litera
ture, subcontracting was made popular by Toyota of Japan, which main
tains a permanent collaborative arrangement with many smaller Japanese 
companies for the supply of auto parts. As Williamson (1985) and others 
point out, these arrangements are important for institution building and 
their success depends on a relatively long history and experience in col
laborative arrangements, commonality of interests or destiny among the 
collaborating organizations, effective safeguards against opportunism, 
and mutually acceptable mechanisms for resolving conflicts among tile 
collaborating organizations. Collaborative institutional arrangements can 
be asymmetrical, as is the case with Toyota and its subcontractors or 
KTDA and the Kenya tea growers, but they must be mutually beneficial. 
Arrangements such as subcontracting and service contracts can be a pre
lude to privatization if they are undertaken systematically by state-owned 
enterprises. 

The advantages of certain aspects of CIAs can be illustrated by a re
cent study of the regional aircraft maintenance centers of the PTA (Prefer
ential Trade Area) member states of Eastern and Southern Africa. Current
ly, each member state organizes its own aircraft maintenance involving 
some domestic maintenance and a European service contract. For ex
ample, Zambian aircraft are maintained with an Alitalia service contract 
while Kenya aircraft are serviced in Nairobi, Addis Ababa, and England. 
The study found that these arrangements cost the region at least $35 mil
lion per year more than if they had a collaborative institutional arrange
ment for the whole PTA region. The study therefore suggested the estab
lishment of PTA regional aircraft maintenance centers that would reduce 
dependence on European service contracts. It recommended that "... the 
development of implementation strategies based upon sound economic 
analysis and increasing collaboration and cooperation in aircraft mainte
nance among PTA member states be considered a high priority, especially 
in view of large foreign exchange savings to the region and the availability 
of infrastructure capacity at little or no immediate additional cost" 
(Kaunda and Pendakur, 1986:75). 

This study illustrates several points. Collaborative institutional ar
rangements can be local, national, regional, or international. They can 
have economic, social, and political benefits (and costs). They can also 
translate into a buy-make decision. If subcontracting to Europe can be re
garded as a buying decision and establishment of regional maintenance 
centers as a decision to make, buy-make decisions can be analyzed in the 
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context of vertical integration (Harrigan, 1985), involving collaborative in
stitutional arrangements and strategic environmental management deci
sicns of an international policy sector. In this case, the regional aircraft 
service centers as a form of collaborative institutional arrangement would 
enhance the operational and strategic management capacity of the indi
vidual national service centers and provide a framework for the develop
ment of other CIAs in the relevant policy sector (e.g., air travel, importa
tion of common services) at an international (PTA) level. By 1987, efforts 
were underway to develop collaborative institutional arrangements for 
the purchase of wide body aircraft for the regional airlines' international 
routes. 

Collaborative institutional arrangements are widely used by organi
zations in developing countries. They are regarded as an effective mech
anism of importation of technology, management know-how, and other 
organizational resources not otherwise available locally. They have been 
particularly attractive to the newly industrialized countries (NICs) of 
Southeast Asia and Brazil where various forms of collaborative arrange
ments exist with American, European, and Japanese organizations. 
According to Sarathy (1985), the Brazilian commuter aircraft industry 
benefited from collaborative arrangements with U.S. organizations. Or
ganizations in the People's Republic of China are seeking collaborative in
stitutional arrangements with their more internationally sophisticated 
sister organizations in Hong Kong and ultimately with the multinational 
corporations of Japan, Europe, and the United States. 

In Singapore, the Minister of Communications and Information Yeo 
Ning Hong, addressing the International Telecommunications Union in 
May 1985, suggested that organizations in that country should play an 
intermediary role in the transfer of telecommunications technology be
tween organizations in other developing countries who have not yet 
learned the difficult art of technology assimilation or made modifications 
suitable to their local needs and circumstances, and the more sophisti
cated suppliers and manufacturers of this technology in the industrialized 
countries. In this way, Singapore organizations would serve as the link 
pin in the international collaborative institutional arrangements by facili
tating effective transfer of technology. This is an important notion because, 
as a recent World Bank report by Bell, Ross-Larson, and Westphal (1984) 
seems to suggest, the problems of infant industries in developing coun
tries may be related to their failure to develop and utilize appropriate col
laborative institutional arrangements with other relevant organizations 
either locally or internationally. Consequently, they are unable to reach 
international competitiveness or develop the capability to manage con
tinuous technological change. 

Various studies strongly support the view that complex organizations 
in developing countries are more likely to sustain higher levels of perfor
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mance with, rather than without, on-going collaborative institutional ar
rangements with similar organizations, preferably from one or more in
dustrialized countries. The early work on institutional building by Hill et 
al. (1973), which provided the conceptual and normative framework for 
international collaborative arrangements between MIT's Sloan School of 
Management and the Harvard Business School on the one hand, and the 
Indian Institute of Management, Ahmedabad, the Indian Institute of 
Management, Calcutta, and the Administrative Staff College of India, Hy
derabad, on the other, illustrates the importance of these arrangements. 
The Indian Institute of Management, Ahmedabad, one of the leading 
management institutes in the developing world, owes its prestige and 
consistent good work to its continued efforts to foster international col
laboeative arrangements with similar institutions. 

Available evidence suggests that regional organizations such as the 
International Rice Research Institute (IRRI) in Manila, and the Eastern and 
Southern African Management Institute in Arusha, are more effective 
than their national or local counterparts tied down to their respective gov
ernments. In the case of the IRRI, "Progress in science and technology is 
moving so rapidly that no single institution can initiate research in every 
frontier of science. Collaborative programs allow IRRI to tap upstream 
technology-the scientific expertise and equipment available in advanced 
institutions in developed countries-to solve the downstream problems of 
small-scale rice farming" (IRRI, 1986:87). 

Canada's International Development Research Centre (IDRC) sup
ports research in developing countries by initiating and developing com
plex networks of collaberative institutional arrangements (CIAs) and 
interorganizational coordination (IOC) which benefit the participating or
ganizations in various developing countries. In one of its publications, the 
agency explains its strategy: 

The funding granted to the Tropical Agricultural Research and 
Training Centre (CATIE) in Costa Rica will be used to test multi
ple cropping systems that link plantains and root crops. The 
work at the Centre, which is regional in scope, will be done in 
collaboration with the staff of the Panamanian and Nicaraguan 
national programs. Specialists from the University of West In
dies in Trinidad and Tobago and from the branch office of the 
Institut national de la recherche agronomique (France), in 
Guadeloupe, will also contribute. (IDRC, 1986:24) 

The airline industry provides additional evidence in support of the 
advantages of international collaborative institutional arrangements. Air 
Afrique, started in the early 1960s by a group of Francophone states, be
came nonoperational when member states pulled out to form indepen
dent national airlines. It is now able to operate scheduled flights because 
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of collaborative institutional arrangements with Air France. Ethiopian Air
lines, in spite of the country's domestic political, economic, and security
problems, is one of Africa's best airlines, largely because of a long-standing 
collaborative institutional arrangement with Trans World Airlines. Zam
bia Airways and Air Zaire have also developed similar linkages with 
Alitalia and Pan American, respectively, for the same reasons. Con
versely, inability to develop and sustain domestic or international col
laborative institutional arrangements can lead to institutional decay (Kig
gundu, 1985b), or organizational demise, as was the case with Nigeria's 
Cross River State Agricultural Corporation (McHenry, 1985) and the East 
African Community (Jorgensen, 1985). To be effective, however, such ar
rangements must be directly relevant to the organization's mission and 
critical operating and strategic management tasks. 

The Mondragon Co-operative Federation in the Basque Province in 
Spain owes its remarkable success partly because it is managed as a total 
system whose individual enterprises are linked together by complex col
laborative institutional arrangements. As Clayre (1980) rightly points out,
the Mondragon is run as a federation in which more than 70 individual 
enterprises draw on one another in the performance of their respective
operating and strategic management tasks. They coordinate any major
structural or technological changes in response to market or environ
mental changes. Moreover, the federation maintains strong CIAs with the 
Caja Laboral Popular, acooperative bank that provides financial discipline
and expert management advice to the federation and its constituent enter
prises. These collaborative institutional arrangemel.ts, both within the 
federation and with outside organizations, provide the framework for the 
effective management and profitability of the federation and the indi
vidual enterprises. 

Multinational corporations use various forms of CIAs to advance 
their business and commercial interests. Varity Corp. (formerly Massey-
Ferguson) is revitalizing its international business by using alternative 
forms of collaborative institutional arrangements with organizations in 
developing countries including peasant farmers. According to Valpy
(1986), the company created two subsidiaries, PanAgric Trading Corp.
and AgriWorld, through which it assists developing countries to export
their agricultural produce by buying it from them and reselling it to the 
international market if these countries in turn buy Varity's agricultural im
plements. In the Philippines, the company has formed a partnership with 
several hundred peasant family farms by promoting commercial farming
and assisting these farmers to develop a sustained capacity to utilize mod
ern farming methods. In this way, Varity is changing the nature and re
quirements for the performance of the critical operating tasks (e.g., crop
production, pest control, irrigation, storage) associated with peasant farm
ing and, in so doing, it is creating a market for its own products. 

http:arrangemel.ts
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Organizations must also be integrated with their immediate domestic 
environment. Therefore, management's challenge is to develop and sus
tain a dynamic balance between the domestic and international environ
mental demands. The relative importance of each of these environments 
depends on several factors, including the nature and requirements of the 
organizatior's task subsystems and the industry or policy sector it belongs 
to. 	For example, KTDA, as an agricultural enterprise whose operating 
tasks are intimately related to its immediate environment including its 
growers, requires a balance different from, say, that needed by Tanzania's 
Friendship Textile Mills, whose operating technology was imported as a 
gift from China. 

In choosing among the various collaborative institutional arrange
ments, an organization should give consideration to the 'ollowing dimen
sions in which they differ: 

1. 	 The degree of formal commitment required of the participating 
organizations. Franchises and joint ventures impose strict formal 
requirements, while service contracts do not. 

2. 	 The degree of autonomy. Fights among partners in international 
joint ventures often involve decision-making autonomy over 
matters like dividend policy, management control, export privi
leges, and choice of partners in other collaborative arrangements 
(e.g., suppliers). 

3. 	 The duration and degree of involvement by the participating or
ganizations. Management contracts last for a specified number 
of years and often contain provisions for modifications or with
draw. Franchises and joint ventures are like marriages; they are 
supposed to last forever and can only be dissolved with pain and 
difficulties. 

4. 	 The extent to which the CIA focuses on improving the perfor
mance of the critical operating or strategic management tasks or 
both. Turnkey operations, service contracts, and licensing are 
generally designed for critical operating tasks. Franchises, joint 
ventures, and management contracts address both operational 
and strategic tasks. Technical assistance and development pro
jects have traditionally concentrated on operating and not 
strategic tasks. 

Choice of CIAs can be made according to the particular needs of the 
organization ini terms of improvements in its operational or strategic man
agement tasks (see Chapter Three). Underorganized systems-organiza
tions and policy sectors whose operations and strategic management 
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tasks require improvements--should select those collaborative institu
tional arrangements that include both types of organizational tasks. The 
organizational and management principles of franchising appear to be 
particularly relevant for emerging or underorganized systems requiring 
overall rehabilitation because they provide the rigor and discipline that 
such weak organizations, left to themselves, are unable to enforce. Specifi
cally, franchising principles can facilitate: (1) standardization; (2) strong 
hierarchy of authority; (3) close supervision; (4) quality control; and (5) ef
fective strategic management of the environment. 

The conditions imposed by the IMF can be viewed as a form of col
laborative institutional arrangements designed to assist member states to 
improve the management of their respective economies. IMF imposes 
conditions that individual member states, left on their own, would be un
able or unwilling to impose or enforce but that are necessary for their 
economies to turn around. In so doing, the IMF provides CIAs to public 
management organizations, especially in developing countries, for im
proved performance of a wide rang, of tasks including managing the 
budgetary process, managin~g and utilizing foreign exchange earnings, 
and m. naging the implementation of the necessary structural and be
havioral adjustments of the economy. These CIAs are modified or with
drawn as the economy improves. 

Collaborative institutional arrangements, like other integrating mech
anisms, are not without costs or drawbacks. In a recent review paper on 
the vices and virtues of collective strategies for participating organiza
tions, Rudi Bresser and Johannes E. HarI (1986) conclude that, necessary 
as these strategies may be, they can reduce strategic flexibility, increase 
the impact of external disturbances, lower organizational adaptability, 
and increase competition by attracting new entrants. Moreover, interna
tional joint ventures are notoriously unstable forms of organization and 
can cause dissatisfaction among the partners (Gomes-Casseres, 1985; Las
serre, 1983). IMF conditionalities can cause internal dissent and political 
violence as recently happened in Egypt, the Sudan, Tanzania, Nigeria, 
and Zambia. Clearly, collaborative institutional arrangements should be 
used judiciously. 

IV. Summing Up All the Integrating Mechanisms 

Figure 4.4 provides a summary illustration of the different types of inte
grating mechanisms discussed in this chapter and the hierarchical levels 
at which they are most commonly applied. The routine integrating mech
anisms (RIMs) are mainly used for the routine tasks at the lower levels of 
the organization where the operating tasks (COTs) are found. The com
plex integrating mechanisms (CIMs) are used for the more complex stra
tegic management tasks (SMATs) commonly found at the top levels of the 
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organization. In the middle levels of the hierarchy, we find a combination 
of routine and complex integrating mechanisms. As both RIMs and CIMs 
are associated with costs and benefits for the organization and its mem
bers, it is important that management keeps a proper balance in their ap
plication of both types of mechanisms. 

If two or more organizations are involved, integration is brought 
about by interorganizational coordination (IOC) or collaborative institu-

Figure 4.4 
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Note: MNK; KYZ represent hierarchies of two separate organizations;
SMATs =Strategic Management Tasks; COTs =Critical Operating Tasks; 
CIMs =Complex integrating mechanisms; RIMs =Routine integrating mechanisms;
IOC = Interorganizational coordination; C!As =Collaborative institutional arrangements. 
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tional arrangements (CIAs). IOC, although usually conceptualized at the 
top levels of the organization as part of the strategic management tasks,
translates readily into critical operating tasks, especially for professional
organizations. Likewise, collaborative institutional arrangements are con
ceptually part of the SMATs, but their most practical value for the par
ticipating organizations is at the level of the critical operating tasks. 

Table 4.2 summarizes the various complex integrating mechanisms 
and their relative effects on COTs, SMATs, or both. Mechanisms that are 
mainly focused on COTs but also affect the SMATs, such as franchising, 
are shown as COTs/SMATs. Those that mainly affect the SMATs but may
also have an effect on COTs, such as management consultancy, are shown 
as SMATs/COTs. 

V. Criteria of Choice of Integrating Mechanisms 

Management must choose individual and combinations of integrating
mechanisms with care, taking into consideration the needs and prevailing
circumstances of the organization(s) involved. The following criteria are 
useful in making such choices: (1)cost benefit analysis; (2)complexity of 
the integrating mechanism; (3) organizational requirements; and (4) oper
ative rewards and incentive systems. 

Cost benefit analysis should not be limited to the financial costs o: 
benefits of using particular integrating mechanisms. It should also in
clude psychological, social, and political considerations. Standardization 
and close supervision contribute to more efficient operations but they also 
create poorly designed jobs, which cause employee alienation and poor
morale. Some IOC mechanisms ensure continuous resource supplies at 
the cost of organizational autonomy and freedom. 

Some integrating mechanisms are more complex and more difficult 
to manage than others. In this chapter, they have been presented in the 
order of increasing complexity so that the RIMs are simpler and easier to 
manage than the CIMs or the CIAs. An organization should not choose 
integrating mechanisms more complex than its needs for integration or its 
resources and expertise available to manage the integration.

Organizational requirements can be complex and may require com
prehensive diagnosis before the exact nature of those requirements is de
termined. In general, the integrating mechanisms should be directed 
either to the operating or strategic management tasks or both according to 
the needs of the organization. They should be consistent with the charac
teristics of the general and task environments of the organization, and 
they should not ur duly tax the internal resources of the organization. Or
ganizations in developing countries wishing to conserve scarce manage
ment skills and expertise may not choose the more complex integrating
mechanisms unless they are absolutely required by the task conditions. 
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Table 4.2 

SUMMARY OF THE COMPLEX INTEGRATING MECHANISMS AND THEIR
 
EFFECTS ON COTs AND SMATs
 

Integrating Main Effects on 
Mechanism Design Elements COTs or SMATs? 

I. Internal Integrating a Creation of lateral relations COTs/SMATs
Mechanisms 0 Direct contacts COTs/SMATs 

* Task forces 	 COTs/SMATs
* Teams 	 SMATs/COTs 
* Matrix 	 COTs 
* Informal Communications SMATs/COTs 

II. Interorganizational 
Coordination 	(IOC) 0 Joint decision making SMATs 

a Resource dependency/sharing COTs 

Ill. 	 Collaborative Institutional 
Arrangements (CIAs) * Service contracts COTs 

* Industrial incubation COTs 
* Turnkey operations 	 COTs 
* Subcontracting 	 COTs 
* Licencing 	 COTs 
* Technical Assistance 	 COTs 
* Franchising 	 COTs/SMATs 
* Joint ventures 	 COTs/SMATs 
* Buy-make decisions SMATs/COTs 
* Management contracts COTs/SMATs 
* Management consultancy SMATs/COTs 

Note: COTs =Critical operating tasks; SMATs =Strategic management tasks. 

In the early stages of creation, organizations are mostly concerned 
with establishing organizational systems for perfecting their critical oper
ating tasks. Accordingly, the emphasis for coordination should be on rou
tine integrating mechanisms (RIMs). As organizations grow bigger and 
more complex, management of the environment becomes more impor
tant and complex integrating mechanisms are necessary. If an organiza
tion wishes to be a world-class organization, almost invariably it must de
velop international collaborative institutional arrangements. 

Finally, perhaps one of the most important criteria is consistency be
tween the integrating mechanism and the operative reward and incentive 
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systems. While the integrating mechanisms create the necessary struc
tural arrangements, it is the incentive systems that motivate the appropri
ate behavior within those structural arrangements. Incentives can make 
or break the organization's integration. If the organization uses individu
ally based rewards and incentives, integrating mechanisms based on 
group effort like alternative forms of work organization are not likely to be 
effective. Likewise, if the incentives reward obedience and loyalty, inte
grative mechanisms requiring risk-taking and innovation will not work. 
Developing countries go through phases when they seek out or withdraw 
from international contacts. If a country happens to be in a withdrawal 
phase, it would be inappropriate for its organizations to seek out interna
tional collaborative institutional arrangements, no matter how attractive 
and beneficial these would be for the individual organization or policy sec
tor. In choosing the appropriate integrating mechanisms, management 
must examine the internal characteristics and resources of the organiza
tion, and the nature of both its general and specific task environment 
within which it must perform its tasks. 

Summary 

The critical operating and the strategic management tasks must be inte
grated to form a fully functioning organizational entity. This chapter dis
cusses the uses and limitations of routine integrating mechanisms (RIMs), 
complex integrating mechanisms (CIMs), interorganizational coordina
tion (10C), and collaborative institutional arrangements (CIAs) with a sec
tion on the criteria for choosing any of these integrating mechanisms. 

Three different types of routine integrating mechanisms, the hier
archy of authority, standard operating procedures (SOPs), and alternative 
forms of work organization are discussed. RIMs are particularly suitable 
for the integration of critical operating tasks. The hierarchy of authority is 
discussed in terms of its spatial and temporal cumulative responsibilities 
up the hierarchy, and the advantages and limitations of close supervision.
SOPs are discussed as a part of rules, policies, and procedures; plans and 
budgets; and standardization. Standardization can be applied to inputs; 
transformation processes; outputs; knowledge, skills, and beliefs; and 
values, attitudes, and behavior. 

In the discussion of CIMs, a distinction is made between the internal 
integrating mechanisms used for integrating the operating and strategic 
management tasks within the organization, and the interorganizational 
coordinating mechanisms for two or more organizations. Internal inte
grating mechanisms include direct contacts, task forces, teams, matrix de
sign, and informal communications. The matrix design is illustrated by
the problems of management and coordination of national structural ad
justment programs, which are commonly found in many developing 
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countries. In the discussion of interorganizational coordination, special 
attention is raid to the performance and coordination of operating (COTs) 
and manageii..... ,. ,Ts) tasks across two or more interdependent or
ganizations. CIMs are particularly suitable for the more complex strategic 
management tasks. 

Collaborative institutional arrangements (CIAs) are structural and be
havioral mechanisms between two or more organizations designed to 
benefit the participating organizations by enhancing their sustained ca
pacity to perform their respective COTs, SMATs, or both. It is observed in 
this chapter that most organizations in developing countries stand to gain 
from selected domestic and international CIAs. 

The choice of which of these integrating mechanisms or combina
tions thereof to use is a management responsibility that must be exercised 
after careful thought and analysis. The criteria for the selection of the ap
propriate integrating mechanisms include costs and benefits, complexity, 
organizational requirements, an" operative rewards and incentives. 
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Selected Applications of the Model 

The first four chapters of this book provide a framework for understand
ing the manner in which an organization works, its two task subsystems, 
and their internal integration and environmental coordination with other 
organizations. Chapter One has introduced development administration 
and organization science and set the stage for the rest of the book. Chapter 
Two has discussed the critical operating tasks (COTs) and their signifi
cance for the day to day operations of the organization. ChapterThree has 
described the strategic management tasks (SMATs) and their importance 
in shaping the direction of the organization and managing its relation
ships with other elements in its general and task environments. Chapter 
Four has provided an elaborate discussion of the various forms and struc
tures by which the organization is internally integrated and externally 
coordinated. The topics in these chapters are illustrated with examples 
from organizations in developing countries. 

In Part Two of the book, discussion focuses on the applications of the 
model presented in the previous four chapters. In substantiating the 
applicability of this model, I have selected some of the most important cur
rent issues in development administration, as well as the management of 
organizations in developing countries. Obviously, it is not possible to dis
cuss all the relevant issues, interventions, or management techniques 
found in these organizations. Nevertheless, the model provides a frame
work for understanding and analyzing the probable effects of any inter
vention or management techniques on the performance of the organiza
tion's task subsystems, or the welfare of its members. Likewise, the 
measurement, evaluation, and impact assessment of development initia
tives can be related to these three aspects for the target organization or 
organizations. 

Whether they are called empowerment (Brinkerhoff, 1979), capacity 
building, institutional rehabilitation, and development (Kiggundu, 1986), 
technology transfer (Stobaugh and Wells, 1984), bureaucratic reorienta
tion (Korten and Uphoff, 1981), leadership (Hage and Finsterbusch, 1987), 
or organization development and change (White, 1987), development 
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management (Rondinelli, 1987), or structural adjustments, these inter
ventions should be directly related to a specific organization and its target 
task subsystems for which the change is intendea. For example, empow
erment of the organization and its members should specify whether it is 
for improvements in the performance of the organization's critical operat
ing tasks, strategic management tasks, or integrative and coordinative 
mechanisms, or just for the improvement of the welfare of its members. 
Moreover, in order to build the organization's capacity and management 
infrastructure, analyses and interventions are required for the perfor
mance of the critical operating tasks that are different from those for the 
strategic management tasks or for coordination. Even within each task 
subsystem, there may be conceptual and practical differences. For ex
ample, the internal strategic management tasks require the development 
of management capacities associated with internal mianagement systems 
like supervision, management information systems, planning, and re
ward and control systems, whereas contextual strategic management 
tasks require complex interorganizational coordinating mechanisms. Yet, 
in developmental administration, in discussions of important issues like 
decentralization, technology transfer, human resource development, and 
their associated intervention methods, these distinctions are rarely made 
and therefore the organization, and its management, can never be sure of 
the nature of the cause-effect relationships. 

In the following chapters the issues and interventions are presented 
in terms of their differential effects on the various task subsystems. Chap
ter 5 discusses human resource development and utilization for the per
formance of both critical operating and strategic management tasks. 
Chapter 6 defines technology and knowledge transfer and emphasizes 
the need to build an effective local technological capacity that is sustain
able. Chapter 7 describes decentralization, while Chapter 8 discusses the 
management of structural adjustment including the role of the state in the 
organization and management of the economy, state-owned enterprises, 
divestiture, privatization, and the development of the indigenous private 
sector. The last chapter provides a synthesis and a final note regarding the 
future challenges of managing strategic organizations in developing 
countries. 



CHAPTER 5 

Human Resource Development 
and Utilization 

Developing countries have three great assets: the land, the gods, and the 
people. Reference to land includes the vast size, diversity, and richness of 
natural resources. Reference to the gods relates to the existence of condi
tions whereby the "higher" and "lower" gods coexist in apparent har
mony and give the people the strength, fach, and resilience to live and 
persevere in some of the most impoverished of human co iditions. This 
chapter discusses the challenges and prospects of developing and utiliz
ing one of the greatest assets-the people. Drawing from the COTs/ 
SMATs model developed in the previous four chapters, this chapter 
shows that the future prospects for social, economic, and political de
velopments for most developing countries are intimately related to their 
ability to develop and effectively utilize their human resources. To date, 
howeer, human resources remain among the least developed and used, 
and often the most abused resources in these countries. 

This chapter contains four sections. The first section sets the stage by 
presenting a general model describing the internal organizational factors 
and environmental context within which human resource management 
(HRM) operates. The second section distinguishes between human re
source development (HRD) and human resource utilization (HRU) and 
suggests that more emphasis should be put on the latter. The third sec
tion, drawing on concepts developed in earlier chapters, discusses the 
various aspects of the human resource management function and how it 
relates to the performance of the organization's critical operating and 
strategic management tasks. The chapter ends with a discussion of five 
current issues regarding human resource management. These are: (1) 
training; (2) utilization; (3) motivation; (4) the brain drain; and (5) effective 
utilization of expatriate staff. It also provides a framework for think
ing about HRM research and development for organizations in these 
countries. 

145 
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I. A General Model of Human Resource Management 

Human resource management (HRM) is the development and utilization 
of personnel for the effective achievement of individual, organizational,
community, national, and international goals and objectives. HRM does 
rot operate in a vacuum but is best conceptualized as an open system
made up of component subsystems interacting with one another and with 
the outside environment. The system must be internally consistent such 
that the component subsystems are not contradictory or in conflict with 
one another. It must also be in harmony with the external environment or 
context within which it operates. Internal contradictions or external dis
cordance leads to ineffective or counterproductive human resource de
velopment and utilization. Several models can be used to analyze or diag
nose an HRM system of an organization, policy sector, or country.
Examples include those developed by Dunlop (1958), Glueck (1982), and 
Fombrun (1984). Dunlop's model operates at a macro national or interna
tional level, and Glueck's at the level of the organization, while Fombrun's 
model applies to strategic human resource management. In Glueck's 
model, the external environment is made up of government require
ments, society's expectations, economic conditions, 1abor market condi
tions, and union expectations. In developing countries, government
dominates all discussions of human resource development and 
management. 

In order to understand and diagnose a country's or organization's
HRM system, it is necessary that we consider the internal organization
and management structures, processes, activities, .d outcomes, and the 
demand characteristics of the context or external environment within 
which the system operates. Within the organization, we must assess the 
nature, scope, complexity, and coordination of the critical operating and 
the strategic management tasks. If the organization's HRM system does 
not contribute to the organization's efficient and effective performance of 
the operating and strategic management tasks, its existence can hardly be 
justified. We must also consider the organization's mission, management
philosophy and practice, objectives, strategies, operational tactics, struc
ture, and resource endowment. Within the organizational context, we 
should analyze specific and general environmental factors such as eco
nomic and market conditions, the local technological capacity, labor and 
industrial relations, the political environment, international relations, so
cial and physical security, sociocultural values and practices, and popula
tion dynamics. All these factors combine to determine the appropriate
composition, design, organization, and level of sophistication of the ac
tivities of an organization's HRM system. Likewise, effective development
and utilization of human resources requires an understanding of these 
factors and their individual and interactive effects on the performance of 
the HRM system. 
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Drawing from the above criteria, Figure 5.1 presents a model for 
understanding the interrelationships between human resource manage
.nent and the internal and external factors. These relationships must be 
understood in terms of the organization's requirements for the perfor
mance of its critical operating and strategic tasks and how the human re
sources are developed, and used to perform those tasks with economy 
and effectiveness. In addition, these relationships are dynamic and 
change with time as both the external and internal factors and the nature 
of their relationships also change. For example, changes in economic or 
political forces can result in new ownership of an organization; this 
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change in turn brings about a different internal management philosophy
and direction, necessitating changes in human resources. The model 
shows that focusing on a single human resource activity like training
without systematic analysis of its relationships with other internal or 
external dimensions of the organization can be unproductive or even 
counterproductive. 

The results of a management resource audit of an African central 
bank which I recently conducted show the possible effects of contextual 
and internal factors on the organization's state of its human resources. The 
country's history of political instability and violence had led to "organiza
tional hemorrhage" (e.g., brain drain), economic deterioration had 
eroded employee wages and precipitated serious motivational problems,
and the weakening local technological capacity made it almost impossible
for the bank to fulfill its regulatory and supervisory critical operating tasks 
as well as its advisory strategic management tasks. The prevailing cultural 
and social practices made it difficult to develop and sustain organizational
commitment over and above individual and sectarian interests. Inter
nally, the bank's management, financial, and accounting controls and in
centive systems had almost totally broken down. It was almost impossible
for management to manage (i.e., carry out their SMATs), and for the 
operators to perform their respective critical operating tasks (Kiggundu, 
1988c). 

II. Development and Utilization 

A distinction must be made between human resource development (HRD),
and human resource utilization (HRU). Human resource development re
lates to the development of institutional arrangements and behavioral 
processes for the acquisition of general knowledge, skills, abilities, at
titudes, and values in order to bring about general improvements in the 
human condition. Human resource utilization is the extent to which an 
organization has the capacity for sustained deployment of available 
human resources for the effective performance of its critical operating and 
strategic management tasks. It is organization specific, and it relates di
rectly to the organization-specific tasks required by its mission and by the 
strategies that it has chosen to fulfill its mandate. 

Most discussions of human resource management in developing
countries focus on human resource development but virtually neglect
human resource utilization. Yet, without human resource utilization, it 
cannot be guaranteed that human resource development will result in ef
fective performance of the organization's important tasks. In order for the 
various human resource development initiatives undertaken by various 
developing countries and international development agencies to be of di
rect benefit to organizations in developing countries, we must be as con
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cerned with problems of human resource utilization as we are with issues 
of development. Organizing for effective utilization, however, is much 
more challenging than organizing for development. It requires com
prehensive analysis and understanding of the organization's task require
ments, its management control and incentive practices, current and po
tential capabilities of available human resources, resource endowment, 
incentives, and the external context within which the organization 
operates. 

1. Development 
It is now generally recognized that the human condition and human re
sources constitute one of the most serious bottlenecks for development. 
This is particularly critical in Africa where, as a recent World Bank report 
observed, "... the lack of human resources constitutes the major con
straint on the development of the region ... The lack of skills and experi
ence to man the modern public and private sectors has always been re
garded as the major constra;nt on economic development in Africa, and 
hence, the most serious human resource problem" (Davies, 1980:55, 60). 

The problem, however, is not limited to Africa but is widespread 
across organizations in other developing countries. For example, a recent 
high-level discussion on financial and human resources management is
sues held in Istanbul by the North South Round-Table (NSRT) and the De
velopment Study Programme of the UNDP observed that: ". . . it is the 
quality, sophistication and level of skills in the rublic and private sectors 
that determine the development, productivity and economic growth of 
developing countries and their capacity to respond to changing require
ments" (North South Round-Table, 1983:34). 

The report went on to recommend that: "Particular attention should 
be paid in developing countries to the establishment of a creative educa
tional system, structured to meet prospective needs of a country's econ
omy, avoiding both overqualification and structural skill deficiencies in 
the available human resources. It is essential that an appropriate balance 
between different levels of education be struck, in order to allow the 
emergence of as wide a talent base as possible" (North South Round-
Table, 1983:35). These strategies, if implemented, would address ques
tions of human resource development but not necessarily human re
source utilization. 

In most developing countries, human resource development is no 
longer seen only as a means of supplying trained personnel for employers 
in the formal sector. Rather, it is increasingly being regarded as a basic 
human need, as a means for meeting other basic needs, and as an activity 
that sustains and accelerates overall development. It helps to relieve pov
erty, ignorance, and disease by improving income, health, and nutritional 
practices; by reducing fertility; by transmitting cultural, religious, politi
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cal, and technological values; and by preserving national identity and 
cohesiveness. Human resource development through education is one of 
the most effective means of fighting underdevelopment at the individual, 
organizational, community, and national levels. 

Because economic growth has not eliminated absolute poverty in the 
developing countries, other strategies for improving the human condi
tion, such as human resource development, should be encouraged (Bus
sink et al., 1980). More efforts should be made to provide poor people
with the living and social skills they need to look after themselves, espe
cially in the areas of health, nutrition, family planning, education, self
employment, and, in politically disturbed countries, security and protec
tion. This perspective gives education and HRD institutions the greatest
possible mandate, bringing their work closer to the totality of the human 
condition, and posing a greater challenge for all types of organizations in 
developing countries. 

Human resource development efforts have yielded some positive re
sults. More people are being educated than ever before. Enrollment ratios 
at all levels have risen. For example, in a relatively short period of time,
Zimbabwe has had to more than double its enrollments at all levels of the 
education system bringing the average primary school enrollment as a 
percentage of the age group to 130 percent (134 boys, 125 girls). Percent
ages higher than 100 are possible because in a country with " universal 
educational system, repeats and re-entry into the educational system
could lead to enrollments exceeding that country's standard primary
school age, usually 6 to 12 years. More relevant curricula are being de
veloped, tested, and revised. For example, Tanzania and Colombia have 
been experimenting with diversified schools in which a number of pre
vocational subjects such as agriculture and industrial arts are taught in 
addition to the regular academic program. Public spending on education 
by developing countries, except China and other centrally planned
economies, rose in real dollars from about $9 billion in 1960 to $38 billion 
in 1977. This growth represents an increase from 2.3 percent to 4.1 percent
of GNP, and from an average of 11.7 percent to 16.3 percent of annual na
tional budgets (Baum and Tolbert, 1985). Education, especially for women,
has led to more effective family planning, better health and nutrition, and 
reduced fertility rates. These have multiplier effects since educated par
ents are likely to bring up fewer, healthier, and better educated children. 
Yet these remarkable achievements have not been translated into effective 
huinan resource utilization for the direct benefit of developing country or
ganizations in terms of performing their respective critical operating and 
strategic management tasks. 

In spite of all these efforts and results, serious problems still abound. 
Demand far exceeds available supply for education and human resource 
development. An estimated 250 million children and 600 million adults 
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have had little or no access to education. Illiteracy is growing in some of 
the low-income countries, especially in Africa. The distribution of educa
tional opportunities remains highly inequitable. According to a recent 
World Bank report by Hinchliffe (1985), the enrollment ratio for higher 
education in sub-Saharan Africa ranges from a high of only 7 percent for 
Guinea, to a low of 0.03 percent for Burkina Faso. The overall quality of 
education still needs improvements especially in rural areas where many 
of the teachers are unqualified and facilities are inadequate. Wastage, 
dropout, and repeat rates are high. School leavers have little or no por
table skills to offer prospective employers. Diversified schools have not 
succeeded in enhancing student learning or employment. In spite of- -
creased government expenditures, schools, colleges, universities, and 
other educational and training institutions continue to experience in
adequate capital and operational resource shortages. Governments are 
finding it more and more difficult to meet local and foreign exchange re
current cost requirements, especially in a climate of economic and finan
cial restraint characteristic of the 1980s. The less developed a country is, 
the higher its unit costs for education are likely to be. For example, Hinch
liffe (1985) found that the average unit costs for higher education in sub-
Saharan Africa were two times those of Latin America, and ten times 
those of Asia. In many developing countries, human resource develop
ment organizations experience varying degrees of institutional decay 
(Kiggundu, 1985). These limitations are important because there can be 
no effective utilization of human resources without effective sustainable 
indigenous human resource development. 

2. Utilization 
Util zation relates to the extent to which human resources are acquired, 
developed, organized, managed, and deployed for the maximum achieve
ment of individual, collective, organizational, or national goals and objec
tives. It is the appropriate organizational criterion for assessing the 
effectiveness of human resource development initiatives. From an organi
zational point of view, human resource utilization must be understood in 
the context of its impact on the effective performance and coordination of 
the organization's critical operating and strategic management tasks. 

In most organizations, human capital tends to be underutilized in 
comparison with other forms of capital resources. This trend is particu
larly detrimental to organizations in developing countries where labor 
constitutes one of the factors of comparative advantage. Organizations 
can overcome some of these pioblems by taking a strategic approach to 
human resource development and utilization. This approach requires that 
the organization focus on the development and utilization of its human 
resources in combination with other resources (e.g., financial, technologi
cal, political): (1) to prepare for and respond effectively to the changing 
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threats and opportunities of its general and specific environment; and (2) 
to organize itself internally for the efficient and effective performance of 
its critical operating and strategic management tasks. Ifan organization
fails to utilize its human resources strategically, it may not be able to 
achieve the strategic goals and objectives arising out of its mission state
ment (Fombrun, 1984). 

Organizations vary by the extent to which they effectively utilize their 
human resources. In order for an organization to utilize its human re
sources effectively, it must have: 

1. 	 clearly stated, understood, and widely accepted organizational 
mission, goals, and objectives; 

2. 	 a critical mass of human resources with the requisite skills, 
knowledge, abilities, experience, attitudes, and values for the ef
fective performance of the organization's operating and strategic 
management tasks; 

3. 	 appropriate supervisory and managerial styles and practices; 

4. 	 opportunities for human resource training, upgrading, develop
ment, and advancement in preparation for the performance of 
the organization's future critical operating and strategic manage
ment tasks; 

5. 	 management, control, reward, and incentive systems supportive 
of efforts for human resource utilization; 

6. 	 current valid individual job information, performance standards, 
measurements, and feedback; and 

7. 	 a benign or supportive external environment. 

Figure 5.2 shows the relationship between human resource develop
ment and human resource utilization as well as some of the determinants 
of human resource utilization. Human resource development is influ
enced by environmental factors such as government policy or demo
graphic facts, individual and organizational attributes such as willingness 
and incentives to learn and to transfer the learning to the work situation, 
and job information such as job analysis and labor markets. Individual 
and organizational attributes lead to individual behavior, which translates 
into task performaace, which in turn leads to human resource utilization. 
C 1, C2, and C3 represent contingencies or moderator variables between 
organization attributes and behavior; between behavior and performance
(desired outcomes); and between performance and effective utilization of 
human resources. That is, for example, all behavior does not translate into 
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Figure 5.2 

THE RELATIONSHIP BETWEEN ORGANIZATIONAL HUMAN 
RESOURCE DEVELOPMENT AND UTILIZATION 
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Note: C1, C2, Cj Contingencies or moderator variables between individual attributes and behavior; 
organizational behavior and performance; and performance and effective utilization of 
human resources, respectively. 

task performance and task performance does not necessarily mean effec
tive utilization of the organization's human resources. The extent to which 
an individual employee's performance translates into effective human re
source utilization (C3) may depend on the extent to which such an em
ployee understands and internalizes the organization's task goals and 
objectives. 

III. The Human Resource Management Function 

Human resource management is one of the weakest functions in organiza
tions in developing countries. Most of the organizations either do not 
have it, overload it with other, often extraorganizational functions, use it 
as a dumping ground for employees who cannot succeed elsewhere in the 
organization, deprive it of organizatior.A resources and political support, 
provide personnel specialists discouragingly low compensation, or ac
cord them low status and recognition in the overall management of the 
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enterprise. In most cases, HRM positions are the first to be localized partly
because they are considered inconsequential, and partly because they
tend to be politicized rather than professional.

Several reasons account for the general lack of attention to the HRM
function in most organizations in developing countries. Most of them 
have to do with the nature and size of the organizations. First, the largest
number of employers are those in small organizations employing 50
people or less. Even in industrialized countries like the United States,
small companies with less than 250 employees do not have developed
HRM functions, largely because of lack of economies of scale. An effective 
way for small employers to get access to HRM expertise is either to use 
consultants, or to collaborate through their respective trade associations. 

Second, for most developing countries, agriculture is still the biggest
sector by employment. Most production units are small, individually
owned farms employing family members and a few outsiders. Even the
large agricultural plantations employing large numbers of workers do not
have HRM functions beyond routine maintenance functions. Other"
resource-based industries such as mining, wood harvesting, and fishing,
do not traditionally use advanced HRM expertise. Moreover, many of the 
modern sector or private sector organizations are foreign-owned ones
whose interest in human resource management is rather circumscribed. 

Third, where government is a major employer, the HRM function
tends to be underdeveloped. In government ministries and departments
and, to a lesser extent, in state-owned enterprises in developing coun
tries, the HRM function is quite undeveloped and limited only to routine
administrative functions. The difficulties of demonstrating the relation
ships between efforts, performance, incentives, and rewards in the public

service is one of the reasons for the lack of emphasis on the development
 
of the HRM function.
 

Finally, employers in both the private and the public sectors avoid the
necessity of developing advanced human resource management by find
ing alternatives to using indigenous human resources. Production organi
zations in developing countries have a high propensity to use capital
intensive or labor-saving technology. Organizations using this strategy
would have less need for developing human resources. Organizations
operating in developing countries, with less developed and skilled 
human resources, make extensive use of expatriate personnel and outside 
consultants. Although these guest workers include some highly experi
enced international specialists, by far the largest number are low-level em
ployees working in places such as South Africa's resource-based indus
tries, the Middle East, and Europe. To the extent that the organization
relies on outside supplies for its human resource requirements, it has little 
or no incentive to develop its own human resources. This is particularly
true in the performance of its operating tasks where most of the people 
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are employed but where technology, close supervision, and other routine 
integrating mechanisms (RIMs) are used as substitutes for advanced 
operator skills and knowledge. 

Management strategies designed to undermine the HRM function of 
an organization are short-sighted and detrimental to the long-term inter
ests of the organization or country in which it operates. Studies in both 
developing and industrialized countries have shown that organizations 
with a progressive HRM function are more effective and competitive than 
those without. For example, Tung (1982) has argued that a key element in 
the development of China's industrial society after Mao is the more effec
tive development and utilization of the country's hitman resources using 
both material and intrinsic incentive systems. Comparing U.S. and 
Japanese multinational corporations, Tung (1983) has also shown that 
Japanese companies are more successful and competitive abroad because 
they pay more attention to critical HRM functions such as selection, train
ing, and briefing of their employees for overseas assignments. 

1. Dimensions of Human Resource Management 
HRM functions can be characterized as: (1) maintenance or develop
mental; (2)operational or strategic; and (3)personal growth or organiza
tion development oriented. Each of these categories has implications for 
human resource development and utilization and the performance of or
ganizational operating and strategic management tasks. 

Maintenance and Devclopmental Functions. Maintenance HRM 
activities are routine administrative functions designed to maintain the 
status quo, or to provide employees with services mandated by law or em
ployment contract. They include functions such as payroll and benefits 
administration, employee records keeping, and administration of welfare 
programs such as food supplies, housing, transport, loans, and sick and 
holiday benefits. Developmental HRM functions, on the other hand, are 
designed to improve individual ability, motivation, and commitment to 
the organization, and to enhance the organization's capacity to utilize its 
employees more effectively in performing their present and future job re
quirements. Developmental functions include training and development; 
organization design; job design aimed at achieving an optimum person
job match; career planning and development; reward and compensation 
contingent upon effective contribution to organizational goals; meritori
ous employee recruitment, testing, assessment, selection, and place
ment; comprehensive and up-to-date job analysis and evaluation; per
formance appraisal designed to reward exceptional performance and 
provide employees with the opportunity for self-improvement; team 
building for effective collaborative work groups and constructive conflict 
management; and personnel research for the development of more effec
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tive HRM programs. They also include management development and
leadership training for future managers and leaders of the organization.
Only the developmental HRM functions have direct effects on the organi
zation's capacity to perform its tasks. 

Developing country organizations tend to limit themselves only to 
maintenance functions with little or no attention paid to developmental
functions. As a recent World Bank report observed, within the public ser
vice "the activities of most personnel offices go little beyond record keep
ing and drafting personnel procedures" (Ozgediz, 1983:47). Moreover,
human resource management is not regarded as a specialized area
study. Out of 45 developing countries surveyed by the World Bank, only

of 

40 percent had special cadres for HRM specialists. Even in the private sec
tor, the peisonnel department is often assigned maintenance or extra
organizational functions. In Kenya, such functions include renewal of ex
patriate work permits and public relations. In Zambia, Crosby (1976)
found that the departments were extensively involved in community wel
fare and political activities. 

Developmental HRM functions are more difficult and expensive to 
undertake than maintenance functions because their design requires
specialized HRM expertise, and their implementation requires sustained
technical and political support from all levels of the organization. Both of 
these requirements are hard to fulfill in most organizations in developing
countries. Yet, in order for organizations to become ard remain effective
and competitive, they must design and implement developmental HRM 
programs for the benefit of all their employees. The individual functions 
must also be consistent with one another such that training, for example,
is supportive of the required level of performance, which in turn is linked 
to the trainees' rewards and incentives. When the individual functions are
in conflict with one another, as when training is undertaken for extra
organizational considerations, or when promotions are not based on job
performance or skills acquisition, they are of no benefit to the organiza
tion or its employees in terms of enhancing its capacity to perform its 
COTs and SMATs. 

Utilizing development aspects of human management,resource 
however, does not necessitate overhauling the whole organization, its 
management philosophy, values, or practices. Even in an organization
driven by patronage or nepotism, some of these functions can be used to
advantage. Even in situations where entry into the organization is limited 
to a select group of people predetermined by race, ethnicity, religion, or 
political affiliation, it helps to undertake systematic testing and assess
ment of the candidates so as to determine their vocational interests and 
areas of strength and weaknesses. This information can be useful in mak
ing informed staffing, training, and career development personnel deci
sions that would benefit both the individuals and the organization. 
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Moreover, size is not an important consideration as small organizations 
can utilize HRM functions equally as well as large ones. For example, an 
entrepreneur choosing among his children to succeed him as head of the 
family business can use assessment center methods (Thornton and 
Byham, 1982) to determine the child with the greatest leadership and 
managerial potential. Placing the right people in the right jobs is the first 
step in the development of an effective task-performing organization that 
also effectively utilizes available human resources. 

Operational and Strategic Human Resource Management. Opera
tional HRM activities are short-term efforts designed to meet current or 
immediate needs of the organization. Functions such as employee selec
tion, staffing, performance appraisal, assessment, training, and compen
sation are carried out in response to the organization's current require
ments without regard to its requirements for long-term or strategic 
management tasks. An example is an organization that continues to hire 
from its traditional sources i., order to meet current human resource re
quirements even though chz5hges in its strategic plans necessitate a differ
ent skills mix. This practice would have negative consequences on its ca
pacity to develop and maintain high performance systems for its changing 
COTs and SMATs. 

Organizations in developing countries with an active HRM function 
tend to focus on operational HRM functions. The reasons for this are easy 
to understand. First, operational tasks are simpler and easier to justify, as 
they tend to be initiated in response to a crisis or urgent need from the line 
departments. Second, if the people involved in human resource manage
ment do not participate in the development and implementation of the 
organization's strategic plans, they will not know what is required from a 
strategic HRM standpoint. Without the necessary expertise and other or
ganizational resources, the best they can do is to react to the immediate 
needs as they come from line management. Organizations whose HRM 
activities are limited to maintenance and operational functions do not pro
vide the necessary job challenge and development opportunities for at
tracting and retaining progressive HRM professionals or achievement
oriented operators looking for challenge and rewarding work. 

In strategic human resource management, all programs, projects, 
and activities relating to the HRM function such as selection, staffing, 
assessment and performance appraisal, reward and control systems, and 
training and development must be designed, implemented, and evalu
ated in the context of the organization's mission, business strategy, goals, 
and objectives. In this regard, human resource management becomes an 
important consideration in the process of overall formulation and im
pleme.atation of strategic plans. The overall organizational or corporate 
strategic management tasks provide the basis for human resource stra
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tegic management tasks, which in turn give rise to the resulting human 
resource critical operating functions. 

In organizations in developing countries, HRM functions are rarely
linked to the organization's overall strategic plans. Consequently, human 
resource shortages-both qualitative and quantitative-create serious 
bottlenecks in the implementation of otherwise sound development in
itiatives. A recent report based on a workshop of CIDA country program 
managers, professional development specialists, and representatives
from various executing agencies revealed that shortages of skilled and ex
perienced personnel constitute one of the most serious limitations to the 
implementation and sustainability of development programs (Dasah and
Kiggundu, 1986). Workshop participants recommended that a comprehen
sive HRM audit be undertaken before the proposed development initia
tives are implemented. The audit would provide a realistic assessment of 
the availability of the necessary human resources for the successful im
plementation of the project. If the implementing organization lacks the 
necessary human resources for the continued performance of its COTs 
and SMATs arising out of the project, the project should either be post
poned, or be redesigned to reflect the human resource realities. 

It is not uncommon for organizations in developing countries to have 
no explicit corporate mission or strategic plan. Ifan organization has no
articulate operational strategic plan, it cannot have a strategic HRM func
tion. It would therefore have no basis for preparing its employees for the 
future. As organizations in developing countries become more complex,
and as they begin to operate in a less protected and increasingly un
certain, competitive, and often hostile environment characterized by eco
nomic restraint and resource scarcity, political and international pres
sures, sociocultural changes, and technological advances, they are going
to need, more than ever before, carefully crafted missions and strategic
business plans. For such plans to be implemented meaningfully and to
contribute to the development process, they must be backed up by profes
sionally designed strategic human resource management functions that 
in turn must be translated into practical applications for the organization's
COTs and SMATs. In this way, the HRM function will have a significant
and sustainable impact on the development and utilization of an organiza
tion's competence in the performance of its tasks. 

Individual Growth and Organizational Development. Some HRM
functions contribute more directly to individual growth while others are 
focused on the development of the work group or organization. For ex
ample, career planning, training, and development may enhance the 
growth and self-actualization of the individual employees without con
tributing to organizational development if the employees' newly acquired
skills and expertise are not needed by the organization. HRM functions 
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designed to enhance organizational capacity do not always take into ac
count individual needs for growth and development. For example, most 
of the technical training provided to operators for the performance of the 
organization's critical operating tasks does not normally consider the so
cial and intrinsic needs of the individuals. Likewise, humanistic interven
tions designed to enhance individual self-awareness and growth such as 
T-groups (Training) and sensitivity training do not directly contribute to 
organizational development or effectiveness. Many overseas training and 
study tours can be difficult to justify from the point of view ofan organiza
tion's human resource utilization. 

It is also common to find inconsistencies between individual and 
group activities and incentives. For example, in most organizations, while 
work is organized and performed in groups, training, performance ap
praisal, rewards, and incentives are individually administered. These re
duce the effectiveness of HRM functions as employees attempt to recon
cile the conflicting cues from management. If employees perform their 
jobs and receive performance feedback in groups, their performance 
appraisal and compensation should be group-based as well. 

The HRM challenge for an organization is that it develop manage
ment systems and practices that integrate the operational and strategic 
management demands of the organization and the immediate and long
term needs of the employees individually and collectively as a team. It can 
do this by: (1)specifying the strategic plans of the organization and trans
lating them into operational goals and objectives down to the level of the 
individual employees; (2) assessing individual employee's current and fu
ture abilities, interests, motivation, and needs; (3) providing employees
with the resources and opportunities needed to meet their job require
ments; and (4) compensating employees and assisting them to meet their 
legitimate needs contingent upon effective job performance and organiza
tional goal attainment. Drawing from human relations, Argyris (1964) 
challenges managers to integrate the needs of the individual and the task 
demands of the organization by appealing to the workers' higher needs 
and intrinsic motives, and by treating them like mature responsible 
adults. 

These conditions are difficult to meet, particularly for organizations 
in developing countries. Strategic planning operationalized to the level of 
individual employees requires information and expertise that may not be 
readily available. Assessing employee current performance and future po
tential requires testing, job analysis, and performance appraisal tools and 
methods that so far have not been adapted to most organizations in de
veloping countries. Accurate, reliable, and valid performance measure
ments do not exist, especially in the public service organizations. These 
are some of the limitations to the effective utilization of progressive HRM 
programs. 
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Current Issues in Human Resource Management. This section dis
cusses some of the current 1-IRM issues facing organizations in developing 
countries. These issues are: (1) training; (2) human resource utilization; 
(3) motivational crisis; (4) the brain drain and skill shortages; and (5)utili
zation of expatriate staff. 

Training. Training is by far the most popular prescription for curing 
organizational pathologies. Most organizations in developing countries 
have considered training the most practical solution to their chronic 
human resource inadequacies and organizational weaknesses (Kerrigan 
and Luke, 1987). At the time of independence, faced with acute shortages 
of skilled and experienced personnel in all fields at all levels, most de
veloping countries undertook ambitious programs to train their own na
tionals and reduce dependency on expatriates. They were assisted by the 
international community, which provided money and facilities for train
ing both at home and abroad. Existing training institutes were expanded, 
and new ones were built. According to a recent World Bank report, by 1980 
developing countries had 276 government institutions, university depart
ments, and independent institutions providing training in public admin
istration and management. Although this figure may seem small, it is four 
times the number of institutions in existence in 1960. Most of the early 
training was of a general nature but increasing attention is being given to 
applied fields like engineering, management, and agriculture. Over the 
years, training has become so pervasive that for a number of international 
aid agencies it is equivalent to human resource development. 

In spite of all these efforts, however, training -- especially but not ex
clusively in the public service organizations--remains both inadequate 
and ineffective. It is inadequate because existing opportunities are too few 
to meet the growing demand for training. Ozgediz (1983) estimates that 
in 1978, only 4 percent of Malaysia's federal and state government workers 
received some form of training. In India, only one-fifth of all civil servants 
are likely to receive some in-service training during their entire career. In 
Turkey, only one-seventh of public servants receive training in public ad
ministration. The Indian central government is estimated to spend about 
0.5 percent of its payroll on training. In comparison, large multinational 
corporations like IBM and Unilever spend 5 percent of payroll ,i training 
and the Japanese and U.S. governments offer training to about 25 percent 
of their employees every year (Paul, 1983a). 

In most cases, training is not only inadequate, it is also ineffective. 
Several reasons account for the ineffectiveness. First, there is no sys
tematic approach to training: no needs analysis, no impact assessment, 
and no follow-up. Second, training is performed as a discrete activity un
related and almost irrelevant to other functions and activities in the or
ganization. Third, the training function and the institutions themselves 
lack competent motivated trainers and managers and the necessary or
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ganizational resources, facilities, and political support to do an effective 
job. The danger is that, as the efficacy of training becomes more question
able, and as resource restraints become tight2r, training in particular, and 
the developmental HRM function in general, is likely to receive less, not 
more, attention as a development priority. Fourth, most of the training is 
off-site and often outside the country. Thus, any of these newly learned 
skills or behaviors are hard to transfer to the workplace. Although off-site 
training may be attractive for personal reasons, such as travel abroad and 
time off from work, its usefulness can be limited because of problems of 
relevancy and transfer. It also biases the selection process such that those 
who end up traveling abroad are not necessarily the ones who need to be 
trained. 

A fifth reason for ineffective training in organizations in developing 
countries is inadequate or inappropriate organization and management 
systems and practices. For example, for training to be effective, it is neces
sary for the trainee to have a clear understanding of his or her job expecta
tions including the methods by which performance is to be measured and 
appraised. Very few organizations in developing countries undertake sys
tematic job analysis and produce for each employee an up-to-date job de
scription based on accurate and comprehensive job information. Yet, 
without an accurate statement of the knowledge, skills, and abilities 
(KSAs) required for the job, it is very difficult to design training programs 
that will improve the performance of the trainees. 

Management and supervisory styles, incentives, and control systems 
in the hainees' organization should be supportive and should reinforce 
learning and the use of the new knowledge and behavior for solving prob
lems at work. During training sessions, it is not unusual that trainees com
plain and respond with a "don't train me, train my boss" attitude. Too 
much emphasis is placed on formal academic education and possession 
of certificates and not enough on the relevancy or actual utilization of the 
qualifications for the performance of the organization's tasks. Until re
cently, technical and vocational training at best received benign neglect. It 
is also necessary to change the incentive systems so that employees are 
rewarded for learning and bringing new approaches to problem solving 
at work rather than to use seniority or extraorganizational criteria for re
warding, punishing, or controlling employees. 

Learning is a continuous process and, moreover, most learning takes 
place not in formal classroom settings but in informal settings and con
tacts with others of similar professional interests. It is therefore necessary 
for organizations to develop internal and external coordination and col
laborative institutional arrangements (CIAs) to facilitate learning and con
tinuing flow and exchange of ideas and experiences with others. Because 
trade and professional associations are underdeveloped in most technical 
and professional fields, the ' rganization wishing to promote profes
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sionalism and continued learning for its employees must assume some of 
these responsibilities. 

In summary, the causes of ineffective training go beyond the training
function and training institutions. They include problems of ineffective or
ganization and management of the HRM function, and tile quality of the 
overall management and coordination of the trainees' organization and 
its environment. Addressing these problems requires a systematic diag
nosis of the organization, the tasks (COTs and SMATs) it needs done, the 
skills inventory of its employees, the management system in place, and 
the training and nontraining interventions that must be undertaken to 
create and sustain an effective learning and responsive organization.
Training then becomes one among many (optional) interventions. 

Figure 5.3 shows a systematic step-by-step approach to effective train
ing. It starts with an organizational diagnosis or management audit to 
identify the organization's capacity to perform its COTs and SMATs. Out 
of this comes an identification of a wide range of training and nontraining
interventions that are necessary for improving the organization's perfor
mance and effectiveness. The distinction between training and nontrain
ing interventions is important because all organizational problems need 
not be solved through training. It is also important because it underscores 
the importance of integrating training with consulting and research. 
Nontraining interventions are best implemented through consulting and,
sometimes, research. If a training institute has no competency in these 
areas, it tends to approach all organization problems by prescribing 
training. 

A distinction must be made between training designed to enhance 
the organization's capacity to perform its COTs and that designed for its 
SMATs. The various steps for systematic training shown in Figure 5.3 
(e.g., program design, delivery, impact assessment) should be separate 
ones for training for COTs and SMATs. Training for COTs is much more 
specific and concrete, it is easier to test for knowledge and transfer, and it 
often yields more immediate results. It is best done on the job, in-house, 
or in close simulation to the operators' jobs. Training of pilots, air traffic 
controllers, and heavy vehicle drivers provides !xamples of jobs where 
simulation provides an effective and inexpensive operator training 
method for the COTs. 

Training for strategic management tasks, however, is broader in 
scope, is more intellectually demanding, and emphasizes analytical and 
social behavioral skills. It is best carried out away from the managers'
place of work. It does not provide specific solutions to specific organiza
tional problems but articulates guidelines and provides frameworks for 
appropriate managerial problem solving and decision making. Its impact
is difficult to assess as it tends to be long term. Linv supervisors and 
middle managers often get both COTs- and SMATs-oriented training be
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Figure 5.3 

A SYSTEMATIC APPROACH TO EFFECTIVE TRAINING 
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cause ot the nature and mixed composition of their jobs. Senior managers
who are not promoted from the same organization should receive some 
COTs training to gain first-hand knowledge of the organization's internal 
operating tasks. 

Training needs analysis requires information about the trainees' jobs, 
their skills and experience, and their job performance. Job analysis pro
vides the information for the trainees' job description, which outlines the 
duties and requirements of the job, and job specification, which details 
the minimum required education, training, and experience for a particu
lar job. Both these pieces of information are independent of job incum
bents. Information about job performance is obtained through personnel 
records showing how well or badly job incumbents have performed the 
different dimensions of their jobs. This information then allows the deter
rmination of those aspects of the trainees' jobs that are not adequately per
formed and for which training is needed. 

During the preliminary design phase, consideration is given to both 
methodological and practical aspects of training. Methodological consid
erations include choice of training methods, presentation of the training 
materials, appropriate combinations of on-site and off-site and on-the-job 
and off-the-job training, methods of competency testing, if any, and built
in incentives and motivation to complete the training program. Practical 
considerations include location, choice of trainers and trainees, duration, 
and other administrative matters. Prototyping refers to the development 
of a training module or modules that sample or simulate the trainees' job 
content and context in which it is performed. The prototype must be as 
representative of the trainees' job situation as possible, in order to in
crease the trainees' motivation to learn and to facilitate transfer to the ac
tual place of work. The prototype should be tested on a small but repre
sentative sample of employees doing the same or similar work as the 
trainees, and the results should be used to revise and improve the design 
of the training program. 

Program delivery should be carried out in accordance with the final 
program design, by competent and motivated trainers. Some of these 
steps can be performed with computer-assisted instruction (CAl) 
whereby the trainee interacts directly with the computer, learns new ma
terials, and applies them in solving problems similar to those found at 
work. It is important, however, that every effort be made during program 
design and delivery to draw upon the trainees' indigenous knowledge 
systems (IKS). This practice facilitates learning and yield generative 
themes and imagery to which the trainees are familiar. 

Figure 5.3 makes a distinction between evaluation and impact assess
ment. Evaluation is aimed at assessing the effectiveness of the training 
program as an administrative activity and learning exercise. It is usually 
done immediately after the training program is completed and focuses on 
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the trainees' cognitive learning, and the quality of the training delivery 
system (e.g., instructor evaluation) and related administrative matters. 
Impact assessment, on the other hand, assesses the extent to which the 
training program has had an impact in changing the trainees' work
related attitudes, values, skills, behavior, or job performance. This is the 
actual measure of transfer and it is done several weeks or months after the 
trainees have returned to their jobs and have had the opportunity to try 
out some of the new behaviors they have learned during training. Impact 
assessment should be related to the training goals and objectives that 
were identified and agreed upon during the needs analysis stage. 

Impact assessment is very important because the ultimate objective
of all training is the successful transfer of the attitudes, values, orienta
tion, knowledge, skills, and behaviors trom the training site to the work 
place in order to improve job performance and organizational effective
ness. According to Goldstein '1986), transfer of training is facilitated if: (1)
there are identical elements in the training and work s!.iations; (2) the 
general principles ccered in the training are applicabie to the perfor
mance of the trainees' i,'s; (3) the individual trainees have the ability and 
motivation to lealn course materials and adapt them to 1he requirements 
of the job with little or no -ehavioral relapse; (4) the organizational climate 
is supportive; (5) obstacles to transfer are identified x17e, (luring, and 
after training and practical and realistic solutions are p osed; (6) mana
gers and supervisors of the trainees are given technical and administrative 
support to foster lea-fning and transfer by, for example, involving them in 
the various phases of the training cycle; and (7) a comprehensive task 
analysis is performed to ensure content validity of the training program.

It is difficult to obtain conclus.ve evidence about the effects of the 
training program on work behavior and job performance. 1t is therefore 
desirable to use field experimental and control groups to minimize in
ternal and external threats to validity (Goldstein, 1986). In this way, any 
observed improvements in job performance would be attributed to the 
training program and not to othe; contaminating factors. 

Figure 5.3 can also be used as a framework foi diagnosing the opera
tional capacity of a training department or institution. It outlines the 
major training tasks and areas of expertise that are required for providing 
clients with effective training organizations. If a training organization
does not have the expertise to perform any one of these functions, it can 
either develop it in-house or subcontract it out to other organizations or 
individual consultants. 

Human Resource Utilization. The concept nr human resource utiliza
tion, and its relevancy for organizations in developing countries, has been 
discussed above. It relates to the e~nploymcnt of people in productive and 
meaningful occupations using their valued knowledge, skills, and 
abilities (KSAs) for the effective performance of the organization's critical 

http:conclus.ve
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operating (COTs) and strategic management (SMATs) tasks, and for the 
fulfillment of their personal and career aspirations. Research on human 
resource utilization, in comparison to human resource development, has 
not received adequate attention in developing countries. A recent com
prehensive overview of human resource development in Kenya, however, 
warns that training more civil servants would not have much impact on 
organization performance unless the utilization systems are improved. 

Organizational underutilization of human resources can be caused 
by a variety of factors including: (1) underemployment; (2) job-person
mismnatch; (3)poor employee motivation; (4) unclear job requirements; (5)
ambiguous organizational mission and management philosophy; (6) in
adequate or inappropriate organizational resources; (7)poor supervision; 
(8) political interference; and (9) lack of an effective HRM function. Under
utilization may also be a function of the poor quality of jobs generated by 
the economy and the patterns of growth and urbanization (DeFranco, 
1979). Effective utilization is a dynamic concept because over time, people
change and grow and organizational goals and task requirements change 
in response to changes in the environment. 

Government departments, especially in low-income developing crun
tries, seem to be experiencing serious problems utilizing technici ".1d 
professional staff. A recent Canadian International Development AI:.cy 
report found that, in the Zambian planning division of the Ministry of Ag
riculture and Water Development, young Zambian professionals com
plained that "their talents are not being adequately utilized, and that they 
are essentially providing support services to foreign advisors" (Canadian
International Development Agency, 1985:26). A more comprehensive 
study of the utilization of professional planners and economists in Kenya
also concluded that ". . . evidence shows that the government has not 
succeeded in utilizing fully the skills and knowledge which the students 
acquired in their programmes of study" (Haddow, 1982:65). One of the 
limitations to human re-ource utilization is lack of good management in 
these organizations. Recognizing this limitation, Haddow recommended 
that ". . . to the extent that a trade-off exists between training more 
analysts and technical professionals and training government managers,
the government should give priority to the training of managers" 
(1982:133). 

In a number of cases, low levels of human resource utilization are 
caused by lack of attention paid to the development of technical and sup
port staff, budget imbalances, and high levels of turnover in certain criti
cal skill areas. In designing human resource development programs, 
there has been a tendency to focus almost exclusively on the high level 
professional cadres while neglecting the lower level technical, administra
tive, and clerical support staff. Consequently, the professional staff end 
up being underutilized because the organization's technical and adminis
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trative support system is weak. This trend was illustrated by a study of 
water development projects in Kenya which found acute shortages of 
plumbers, attendants, engineering assistants, assistant hydrologists, 
bailiffs, surveyors, and draftsmen. The report also noted that mainte
nance workers were not being trained in sufficient numbers to ensure that 
this and other projects constructed at great government expense, such as 
dams, will be regularly maintained and kept operational. 

Budget imbalances can also cause poor utilization of staff. They usu
ally occur because of the inability te provide recurrent financing for capital 
investments. For example, the same Kenya report, discussing human re
source utilization in the country's extension service, noted that lack of 
adequate operational funds for fuel arid travel allowanes prevented the 
extension officers from visiting the farmers. The report observed that "the 
existing staff is therefore 80 percent underutilized because of the lack of 
operational budget" (Loubser, 1982:81). 

Turnover in certain technical, professional, and managerial jobs 
causes disruption and underutilization of the remaining staff. In some 
areas, turnover is so high that for every position up to seven people must 
be trained in the hope that at least one will stay. The problem is not only 
that staff turnover is so high, but also-and more serious-that in most 
cases those who leave are the good ones, the self-starters and the "change 
masters." Thus, the organization is left with the less capable or mediocre 
staff. Their departure has a direct adverse effect on the organization's ca
pacity to perform its COTs and SMATs. In situations in which the jobs are 
highly interdependent, frequent turnovers can negatively affect em
ployee morale and organization performance. A common response is to 
bring in expatriate staff and overseas consultants. But an emerging ques
tion is, how effective are these as a long-term HRM strategy? 

Questions of effective utilization of human resources are likely to be
come more important as hard economic conditions create pressures for 
macroeconomic adjustments, rationalization of production, and privati
zation of public agencies leading to possible layoffs. Available evidence 
suggests that many organizations in developing countries are overstaffed. 
For example, a 1982 ILO report estimated that overstaffing in Egypt's civil 
service in 1976 comprised 42 percent of the total public service. Ozgediz 
(1983) quotes a consultant's report on West Africa which found that at the 
headquarters of two ministries, 6,000 out of 6,800 employees (88 percent) 
were redundant. Recently, an East African national airline had to lay off 
40 percent of its employees because they were redundant. Under pressure 
from the IMF, Bolivian mining companies are laying off thousands of 
miners. These problems, coupled with political interference and lack of 
an effective strategic HRM function, create conditions for serious under
utilization of human resources. 

At a more macro national or regional level, problems of human re
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source utilization are likely to become more serious as early as the year
2000. Countries such as Bangladesh, Iran, Vietnam, China, Nigeria,
Ethiopia, and Pakistan are characterized by a young, fast-growing popula
tion, high unemployment and underemployment rates, and political in
stability. It is not hard to imagine that within the next twenty-five years,
these countries will have tens of millions of young, energetic but un
employed, unemployable, underemployed, uneducated, undereducated, 
and terribly underutilized citizens. Nobody knows, and few are seriously
asking the question of what kind of organizations, leadership and man
agement styles, incentive and control systems, will be required for the 
management and governance of overpopulated countries with the major
ity of its citizens so young, so underutilized, so frustrated, and so 
alienated! 

Motivational Crises in Developing Countries. A small but increasing
body of literature suggests that organizations in developing countries are 
experiencing employee motivational problems reaching crisis propor
tions. If this is true, the technological, structural, and financial interven
tions being carried out in various developing countries are not likely to 
contribute significantly to development until the nature and causes of 
these motivational problems are identified and systematically addressed. 
Motivational problems manifest themselves in various attitudes and be
haviors including low productivity, inefficiency, corruption, industrial 
sabotage, lack of will, inertia, indecision and risk-avoidance, and lack of 
loyalty and commitment to the organization. The evidence of these moti
vational problems comes from the civil service and the parastatal and pri
vate sectors. In Latin America, workers tend to strive to please, conform, 
and !o6!. good in the eyes of managers but avoid making decisions, taking
risks, or accepting responsibility. In a study of 67 Indian middle-level pub
lic officers in Delhi Administration, Sharma found evidence of serious 
motivational problems. Drawing from his and previous studies, he ob
served that "In various work studies carried on in different government
departments, one consistent conclusion is that a significant proportion of 
work hours is lost simply for the reason that the people working at differ-
Lnt levels were not appropriately motivated to work. If these people are 
not properly motivated, it is hardly possible for them to execute national 
development Frogrammes" (Sharma, 1986:13).

He attributea the cause of these motivational problems to employee:
(1) lack of profession.J commitment; (2) preoccupation with lower level 
needs such as food, shelter, clothing, transport, housing, and working
conditions; and (3) competing and conflicting demands between indi
vidual and family needs on the one hand, and organizational demands 
and expectations on the others. Sharma's study is particularly interesting 
because these officers were highly educated with at least a university de
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gree, and they were well paid (pay range Rs 900 to 2,900), at least by In
dian standards. 

Kanungo, following his earlier cross-cultural studies on work aliena
tion, also discusses the pervasiveness of motivational problems among In
dian organizations. He (Kanungo and Misra, 1985) explains these motiva
tional problems in terms of poor work ethic and early socialization of the 
Indian people characterized by chalta hai (tolerance for substandard and 
mediocrity) and aram (leisure) culture. He also believes that Indian work
ers at all levels of the organization have developed a personal sense of 
helplessness. Drawing from India's sociocultural ethos, he explains these 
motivational problems in terms of: (1)a deep sense of insecurity and de
pendence on others; (2) a personalized rather than contractual work re
lationship; (3) personalized leadership; (4) preoccupation with seeking 
and maintaining personal status at the expense of organizational goals; 
and (5)a highly developed family-centered work ethic. These cultural val
ues are reinforced by: (1)authoritarian practices; (2) reward systems that 
promote helplessness; (3) time perspectives that emphasize the past 
rather than the present or future; and (4) restrictive family systems of 
obligations. 

In Africa, motivational problems have been researched and discussed 
by several researchers including Blunt (1983), Machungwa and Schmitt 
(1983), and Kiggundu (1987). Using the Herzbergian theory of job design 
and collecting critical incidents from 341 Zambian employees from gov
ernment, parastatal, and private sectors, Machungwa and Schmitt found 
evidence of motivational problems. The major sources of low motivation 
reported by these Zambian workers are: (1) personal problems such as 
domestic qua] Tels, hangover resulting from alcohol consumption, hunger 
due to inadec~uate food intake, and death or sickness in the family; (2) un
fair organizational practices; (3) poor relations with superiors, co
workers, or subordinates; (4) lack of fit between the job and the worker 
including work overload or underload, and role conflict and role am
biguity; (5) inadequate intrinsic and extrinsic sources of motivation, such 
as pay, recognition, and physical working conditions; and (6) lack of op
portunities for growth and advancement. 

The Zambian study provides strong empirical evidence of the nega
tive effects of employee perceptions of unfair treatment by others in the 
organization. Employees believing to have been victims of such practices 
showed strong negative reactions by promising: (1) to look for another 
job; (2) to engage in voluntary absenteeism and tardiness; (3) and to re
strict effort and output deliberately. 

Blunt (1983) has done an extensive review of the empirical studies of 
alienation and motivation in African private sector organizations. In a 
study of Kenyan organizations, he found that the urban African workers 



170 Selected Applications of the Model 

suffered from alienation, low self-esteem, isolation, normlessness, and 
powerlessness. He gave several reasons for these results. First, many
workers found the discipline and structures of a modern working environ
ment not only imposing but also unduly restrictive. Second, he found 
communication problems across organizational levels, especially where 
the workers and management belong to different racial or ethnic back
grounds. Many of the employees indicated their displeasure at not being
listened to or not being allowed the opportunity to explain their problems 
fully. Older workers were more affected by this mistreatment and felt 
more alienated. 

Motivational problems manifesting themselves as resistance to 
change have been found among rural farmers and agricultural workers. 
In rural areas, farmers are not given enough incentives to boost produc
tion or to abandon traditional agricultural practices. In a recent study of 
six agricultural projects in six African countries, White (1986) found in
adequate and inappropriate incentive practices. She also found that, al
though incentives and monitoring are ielated, the.se countries did not 
have good performance-monitoring mechanisms. Corruption and unfair 
treatment of workers can also cause poor motivation (Gould and Amaro-
Reyes, 1983). 

Table 5.1 provides separate qualitative evaluations of the most com
mon motivational problems associated with operators of the critical 
operating tasks and managers of the strategic management tasks. For the 
operators, the most serious motivational problems are associated with 
coming to work and staying at their work 3tations, keeping professionally 
current and upgrading their skills, accepting responsibility, and internal
izing the employing organization's mission, philosophy, goals, and objec
tives. For the managers responsible for the organization's SMATs, Table 
5.1 shows that the most serious motivational problems are associated with 
making decisions and accepting responsibility, protecting the interests of 
the organization, developing and utilizing new management tools and 
techniques, motivating and utilizing subordinates, implementing organi
zational plans, and building effective collaborative institutional arrange
ments (CIAs) of benefit to the organization.

In summary, available evidence suggests that motivational problems 
are pervasive across organizations in developing co'Jntries. Even under 
the best of times, these organizations are hard to manage or work for. 
They have heterogeneous membership, limited resources, diffused goals,
weak management systems, and inadequate incentives and are highly
politicized. These factors may contribute to the problems of low motiva
tion among employees. Motivation is not caused by a single ('ctor but is 
the result of complex psychological, sociocultural, economic, political,
and organizational processes. Research is needed to study the complex 
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Table 5.1 

EVALUATION OF MOTIVATIONAL PROBLEMS RELATING TO COTs AND SMATs 

Extent 	 Extent 
of 	 ofCOTs 	 Problem SMATs Problem 

Motivation to: 	 Motivation to: 

1. Learn new skills 	 L 1. Makedecisionsand accept responsibility H 

2. 	 Come and stay at work H 2. Protect organization against outside H 
(absenteeism) threats 

3. Stay on the job (turnover) M 3. Acquire industry experience M-H 

4. Perform adequately M-H 4. Develop and utilize management KSAs H 

5. Work overtime 	 L S. Develop, motivate, and utilize employees tt 

6. Utilize new skills 	 M 6. Formulat-. strategic or business plans M 

7. Keep professionally current H 7. Implement organizational plans H 

8. Upgrade KSAs 	 H 8. Perform routine critical operating tasks M-H 

9. 	 Accept responsibility H 9. Bui I collaborative institutional H
 
atrangements of benefit to the
 
organization
 

10. 	 Internalize organizational mission and H 10. Seek promotion L
 
goals
 

11. Seek promotion 

Note: 	 COTs =Critical operating tasks; SMATs Strategic management tasks. 
H means the motivational problem is very serious; M it is moderately serious; L it is not serious. 
V.SAs = Knowledge, Skills. and Abilities. 
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causes of these motivational problems and to find effective practical solu
tions that would increase effective utilization of human resources. 

The Brain Drain and Human Resource Managetnent. The brain drain 
constitutes one of the most serious problems for the development and 
utilization of human resources for organizations in developing countries. 
For example, Niland's (1970) study of the Post War Movement of profes
sional engineers from India, China, Korea, Thailand, and Japan into the 
United States illustrates the detrimental effects of the brain drain on these 
countries and their respective organizations. In discussing the causes, 
consequences, and solutions to the brain drain, this section emphasizes 
its detrimental effects on tile organizations' sustained capacity to perform 
their critical operating and strategic management tasks wth efficiency 
and effectiveness. 

According to Adams and Dirlarn (1968), some of the reasons for the 
brain drain from developing to industrialized countries include: (1) salary 
and benefits differentials; (2) inadequate professional and career oppor
tunities; (3) large technological gaps and inadequate or weak local techno
logical capacityi; (4) lack of willingness to change by the home country; (5) 
the relevance or applicability of foreign education, training, and attitudes; 
(6) discrimination; (7) political balkanization or instability; (8) lack of 
realistic and accurate human resources policies and plans; and (9) restric
tive trade practices in the West causing artificial shortages of skilled profes
sionals. Nearly all developing countries suffer a net loss due to brain drain 
but those most affected include India, the Philippines, Korea, the Sudan, 
Ghana, Lebanon, Iran, Bangladesh, Pakistan, Uganda, and the small 
Caribbean islands. For example, an estimated two-thirds of Sudanese pro
fessionals, technicians, and workers are employed outside the country. 
More Iranian doctors live in New York City than live in all of Iran. 

There are three types of brain drain experienced by developing coun
tries. Most widely discussed is the international brain drain, in which case 
nationals of developing countries seek permanent employment in indus
trialized countries such as the United States, Britain, Canada, and 
Australia. It involves mostly highly trained and experienced professionals 
or academics whose skills are in high demand internationally. The mo
tives for seeking employment outside their home countries are primarily 
intrinsic professional achievement and opportunities for career advance
ment. These are usually the best brains and their loss, especially to small 
low-income countries likeTogo, Chad, Ghana, Uganda, and Sri Lanka can 
significantly delay the development process. Reversing the brain drain 
among this group is difficult because of the material and qualitative differ
ences in the terms and working conditions between the industrialized 
and developing countries. The brain drain can also be self inflicted, as 
when Uganda expelled members of its Asian community, thus depriving 
itself of entrepreneurial, managerial, professional, and technical expertise. 
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The second type of brain drain is regional, whereby workers, usually 
young men, seek employment outside their country but within the same 
geographical region. Examples include Southern African countries like 
Malawi, Swaziland, Lesotho, and Mozambique, whose workers leave for 
employment in South Africa; the Caribbean region, where the smaller is
lands including members of the Organization of Eastern Caribbean States 
(OECS) lose personnel to larger and more prosperous islands like 
Trinidad and Tobago; and the Middle East, where thousands of workers 
from countries such as Egypt, Somalia, Jordan, Pakistan, Lebanon, and 
Sri Lanka seek employment in oil-rich countries such as Saudi Arabia and 
Kuwait. This brain drain is not limited to professionals but includes techni
cians, kindred, semiskilled, and even unskilled workers. These workers 
are motivated by economic considerations and often return to their home 
countries after their work contracts expire. In addition to the sociological 
effects of their absence resulting from lengthy family separations, the ef
fects of this type of brain drain are largely limited to the critical operating 
tasks. Most immigrants, even those who might have been involved in 
strategic management jobs in their own countries of origin, tend to be con
centrated in operational jobs. In some countries, like Jordan, Egypt, and 
Swaziland, the remittances these workers make back home constitute one 
of the most important sources of foreign exchange. Both regional and 
international brain drain can be caused by political instability and violence 
as happens in Africa where, with 10 percent of the world population, the 
continent contains almost 50 percent of the world's total number of 
refugees. 

The third type is the internal brain drain whereby human resource 
movements take place across sectors or regions within the same country. 
Examples include movements from rural to urban organizations, and 
from the public sector to the parastatal and then the foreign or indigenous 
private sector. This type of brain drain involves professionals, technicians, 
and kindred (Iy'fK) as well as t , illed workers. It is quite pervasive 
among all developing countries ay,:. _ ,s a direct negative effect on the de
velopment process, although it has nit received as much attention as the 
international brain drain. 

Economic and professional terms and conditions of service play an 
important role in the determination of the nature and direction of the 
internal brain drain. For example, in the CIDA Zambian study cited 
earlier, it was observed that "there is a continuous drain of trained and 
experienced staff from the public sector to the private sector and para
statals, which are able to offer higher salaries, a foreseeable career de
velopment plan and a better benefits package" (Canadian International 
Development Agency, 1985:5). A recent World Bank report blames salary 
differentials betrie2 it the private and public service sectors for the sizable 
flow of experienced staff in Jordan to the private sector and to oil
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producing countrirs. Specifically, it disclosed that the salaries of govern
ment managers a, -he undersecretary/director level were about one-third 
of their equivalents in the private sector, and slightly more than one-half 
the level in public corporatic, s. 

There is evidence to suggest that public service organizations are less 
attractive to young professionals in developing countries than they used 
to be. In the Middle East and the Mediterranean countries, college
graduates join the public service only as a last resort. In a survey reported
in the same World Bank report, it was found that in Turkey, more than 40 
percent of those who had recently joined the public service, indicated that 
they did so because they could not find work elsewhere. Thirty-two per
cent had made up their minds to leave the public service, and another 50 
percent were actively looking for work elsewhere. Work dissatisfaction 
was widespread (Ozgediz, 1983). By contrast, in Latin America, where the 
terms and conditions of service betwetn the two sectors are comparable,
there are no significant flows from one to the other. Although the internal 
brain drain does not constitute a net brain drain loss for the country as a 
whole, it can cause serious dislocations and management problems lead
ing to delays in development, especially in those countries where the gov
ernment plays a leading role in the management of the economy.

In discussing solutions by developing countries to the brain drain 
problem, Adams and Dirlam (1968) suggest that these countries should: 
(1) raise and revise salary structures; (2) increase professional oppor
tunities; (3) increase the receptivity to change; (4) reform the educational 
system and rationalize manpower policies; (5)promote regional economic 
integration and resist political balkanization; (6) eliminate discrimination 
and bigotry; and (7) remove trade restrictions of professional associations 
in the "pull" (receiving) countries which create artificial human resources 
shortages. The causes of the brain drain are so complex that different 
countries must seek their own unique solutions based on a clear under
standing of its causes and consequences. The international brain drain is 
the most difficult to resolve. Yet, some countries like Korea and Sri Lanka 
have in the past tried to lure their nationals back home by offering more 
attractive terms. In 1979, Sri Lanka developed a program in which return
ing professional nationals joined the public service pension plan, ob
tained foreign exchange to pay for their children's education abroad, and 
could compete for senior civil service jobs previously restricted only to 
internal competition. Although the program's initial responses were posi
tive, subsequent sociopolitical and economic difficulties in the country 
prevented its long-term success. 

An important aspect of the brain drain in most developing countries 
is the low level of participation and utilization of women both in the man
agement of organizations, and in the general development process.
Women work long hours performing a variety of unpaid domestic jobs 
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such as toiling on the family farm, raising children, preparing meals, 
fetching water and firewood, washing clothes, and looking after the gen
eral welfare of the family. However, their participation rate in paid em
ployment, especially in management, professional, and technical jobs, 
remains very low indeed. In many of these countries, women have tradi
tionally had limited access to income, wealth, and opportunities to partici
pate in development activities such as education, credit, and senior politi
cal and administrative appointments. Even in matters where women have 
more knowledge and experience than men, they are often excluded from 
the making or implementation of important decisions. 

The causes of the underutilization of women are not only economic; 
they are also deeply rooted in the social, cultural, and political ethos of 
society. They are ofter, based on long-standing traditional religious, 
ethnic, racial, and tribal values, belief systems, and practices. Accord
ingly, solutions to the underutilization of women must be systemic and 
long term, and must deal with society's inherent gender biases. Practical 
programs must be directed especially at the men and women in these 
countries who are already in positions of power and influence and whose 
decisions directly affect present and future utilization of women in the de
velopment process. 

Another solution is the development of more creative HRM pro
grams. For example, a national carefully designed program of public/pri
vate sector personnel exchanges, whereby the participants are selected 
and paid on the basis of superior performance, can minimize the negative 
effects of the internal brain drain to the private sector. The small island 
states of the Organization of Eastern Caribbean States (OECS) are experi
menting with a program of borrowing staff from regional and interna
tional organizations to which many of them lost some of their best brains. 
Through the program a small country like St. Lucia would approach the 
United Nations Development Programme (UNDP) and ask to borrow one 
of its senior employees originally from that country. The UNDP would 
agree to release its employee over a specific period of time but would also 
supplement his or her salary and benefits. According to Pompey (personal 
interview, January 5, 1987), an OECS ambassador, the program seems to 
be working well and meeting its initial objectives. Clearly, carefully 
planned collaborative institutional arrangements (CIAs) involving per
sonnel exchanges and other HRM functions can assist organizations in de
veloping countries to alleviate some of the serious problems of chronic 
skill shortages caused by the brain drain. From an organizational point of 
view, the brain drain is a symptom of an ineffective HRM function and its 
solution therefore requires systematic management of the variables iden
'ified in Figure 5.1 as they apply to a specific country or organization at a 
particular point in time. For employees who are professionally mobile, the 
decision to live and work in a given place is a subjective cost-benefit esti
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mate of available alternatives. Organizations wishing to attract and retain 
them must understand the process and context of making these subjective 
trade-offs. 

Recently, the UND, working with individual governments of several 
developing countries, has developed the Transfer of Know-how Through
Expatriate Nationals (TOKTEN) program. The purpose of the program is 
to recapture some of the experience of highly skilled expatriate profes
sionals residing outside their countries of origin. The program seeks out 
those nationals whose outstanding level of expertise in their fields of 
specialization renders them qualified to serve their countries of origin.
The program builds on the cultural and linguistic affinity of the expatriate
nationals as well as their strong motivation to serve their country of ori
gin. Consultancies usually last between two weeks and three months and 
can be repeated in subseque,,t years.

According to a recent UNDP program newsletter published in 
Ankara, Turkey, by January 1988, twenty-five developing countries had 
implemented TOKTEN projects involving about 1,850 consultant assign
ments. Among the participating countries are: Argentina, Benin, China,
Dominica, Egypt, Greece, Haiti, India, North Korea, Sri Lanka, Turkey,
and Uganda. Although the UNDP seems to suggest that the program is 
gaining in popularity, it is too early to tell whether it will produce more 
sustainable results than have similar previous programs.

Blanket programs that seek to attract back all expatriate nationals 
have not been effective. A country facing serious brain drain problems 
must, instead, identify the critical skills requirements for the performance
of the operating and strategic management tasks of its most strategic or
ganizations-and thus those persons whose functions are critical for the 
effective implementation of the country's development plan-and
develop a custom-made program to go after only those nationals with 
requisite skills, knowledge, and experience.

Effective Ut'lization of Expatriate Staff. Expatriates used extenare 
sively in organizations in developing countries in order to alleviate local 
skills shortages, especially in professional, technical, and managerial po
sitions. The term expatriate is broadly used to refer to all nonnationals 
working in a developing country organization on a temporary basis with 
the stipulation that, at the end of the contract, one or more host national 
counterparts will have been trained to take over the job (Silverman, 1984).
Ozgediz (1983) found that more than half the technical assistance to de
veloping countries is spent on expatriates. In Botswana, although the 
number of expatriates as a percentage of total public service employment
has declined from 8.5 percent one decade ago to 6 percent in 1982, they
still occupy 51 percent of the professional and 29 percent of the technical 
positions. Moreover, here, as elsewhere in Africa and other low-income 
regions, they exert greater influence in managing and shaping the direc
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tion of these organizations, much more than their numbers would 
suggest. 

This section discusses the question of the effective utilization of ex
patriate human resources working with host national counterparts as part 
of the organization's overall human resources development strategy. The 
focus here is on the development and exchange of knowledge, skills,
abilities (KSA), and rxpertise required for the effective performance of the 
organization's critical operating and strategic management tasks. The two 
most important variables in this process are ability and motivation, with
out which neither the expatriates nor the counterparts can perform their 
respective tasks. 

In a discussion of the effective utilization of expatriates, it is neces
sary to explain two important aspects of these assignments. First, the ex
patriate is normally expected to work with at least one counterpart. An 
important aspect of the former's effective utilization is that the two are 
able to work together with enough success that, at the end of the contract, 
there will be enough counterparts able and willing (motivation) to con
tinue the work. Counterparts are host country nationals charged with the 
responsibility of learning and taking over the expatriate's job as soon as 
possible with little or no disruption of the organization's performance.
The counterpart may be a -ingle individual, a work group, or, in the case 
of new programs, the sltff L, an entire organization. Second, the jobs of 
both the expatriates and counterparts are made up of the three important 
dimensions of performing, learning, and exchanging, which must be 
used in evaluating the performance of t ,2se assignments, and the effec
tive utilization of both the expatriates and counterparts. 

Performing refers to the ach .-iement of the organization's on-going 
tasks as specified in the expatriate's or counterparts' terms of reference or 
job description. This is the part of the assignment most emphasized by
aid missions, executing agencies, and implementing organizations. Larn
ing refers to the requirements to acquire new knowledge, skills, abilities, 
attitudes, behaviors, and values required for the technical performance of 
the job and understanding of the context within which the job must be 
performed. This aspect is often emphasized for counterparts but 
neglected for expatriates whose image as "experts" perpetuates a "know
it-all" attitude. Exchanging refers to the need for both the expatriates and 
counterparts to share information, ideas, knowledge, skills, profes
sionalism, and feelings pertinent to effective learning and task perfor
mance. This aspect is often neglected by both the expatriate and counter
part, causing conflict and misunderstanding. The expatriates and their 
counterparts must be able and willing to perform all three aspects of their 
jobs. They must be properly trained, briefed, and motivated with appro
priate organizational incentives for performing and maintaining an effec
tive balance among the three job dimensions. 
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Figure 5.4 shows the three job dimensions of the counterpart
expatriate system and the ways in which they may be combined to achieve 
some kind of balance. The relative siz.:s of the boxes reflect the importance 
or attention paid to each of the dimensions by the count, part or the ex
patriate. Figure 5.4a shows a hypothetical expatriate balance with more 
emphasis on task performance than on learning or exchanging inforina
tion. Similarly, Figure 5.4b show, more emphasis in learning and less on 
performance by the counterpart rather than the expatriate. Differences in 
the relative emphasis given to the three tasks can cause misunderstanding 
and conflict, with the expatriate accusing the counterpart of inefficienLy 
and ineffectiveness, and the counterpart complaining of not receiving 
enough training or opportunities for career advancement. 

Figure 5.4c gives a hypothetical project-specific "ideal" balance 
whereby the relative weights assigned to the three dimensions are identi-

Figuie 54 

BALANCING THE lOB OF THE COUNTERPART-EXPATRIATE SYSTEM 

Performance Exchaige Learning 

a) fhe Expatriate Bialance 

Performance L rigExchane ] 

b) The Counterpart Balance 

Expatriate Performing Learning Exchanging 

Coun'erpart Pei(,rming Exchanging Learning 

c) A Project-Specific "Ideal" Balance 
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cal for both the expatriate and counterpart and also happen to fulfill the 
nature and requirements of the project or assignment. The "ideal" balance 
is not a chance occurrence but is the result of deliberate effort and mutual 
adjustment by both the expatriate and counterpart. It is also a dynamic 
concept; as the nature or complexity of the assignment changes, and as 
the two actors become more skillful in performing their COTs and SMATs 
and in working together as a team, the relative weights are likely to 
change. 

The matching of expatriates and counterparts is an important deter
minant of their effective utilization and development. They should both 
have the same emphasis and definition of job performance. The counter
part's needs and motivation for learning should correspond with the ex
patriate's ability and motivation to provide the necessary information and 
training. They should both have the capacity for the necessary social and 
interpersonal skills to facilitate cross-cultural communication and ex
change. Yet, in practice, the expatriates and counterparts are hired in
dependently and are assigned to each other almost at random. 

2. What Is Exchange of Skills? 
Exchange of skills is the process where: (1)an individual acquires knowl
edge, skills, and expertise; (2)he or she is called upon to pass them on to 
some other person or persons by teaching, coaching, training, persuad
ing, cajoling, or any other means of social and interpersonal influence; 
and (3) the other person(s) is able and willing to learn, internalize, and 
utilize, on a continuing basis, the knowledge, skills, and expertise that 
have been acquired in the performance of the organization's tasks. This 
process is calied exchange rather than transfer to emphasize the two-way 
interaction and communication between the expatriate and the counter
part to enable them to perform the three dimensions of their jobs 
effectively. 

Exchange of skills can occur in a monocultural environment, as hap
pens between children and parents, or between training and educational 
institutions and employers. The counterpart-expatriate system is a more 
complex process because it requires cross-cultural communication and 
transfer of know-how across national, political, ideological, social, cul
tural, economic, technological, and geographical boundaries involving 
participants from significantly different backgrounds and value systems. 
Unless their respective perceptual blinders are synchronized, they are not 
likely to see eye to eye. 

Exchange of skills is a very important aspect of international human 
resource utilization as well as organizational and national development. 
First, it facilitates development and sustains projects beyond official spon
sorship by outside aid agencies. Second, it reduces dependence and fos
ters individual and collective political, economic, cultural, psychological, 
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technological, and managerial independence. For countries just emerging 
out of long periods of colonial domination, this is an important aspect of 
rebuilding individual self-confidence, collective empowerment, an effec
tive organizational ca01 technological capacity, and a national capacity for 
self-governance and self-determination. Third, it helps spread expertise 
among host nationals and creates the critical mass necessary for promot
ing genuine professional conduct. Fourth, it is cost effective. In Canada, 
the average cost of maintaining a family in a developing country is about 
$100,000 per year. For that sum, an organization could hire more than ten 
Tanzanian engineers. Finally, exchange of skills boosts morale for all in
volved. The principles underlying exchange of skills and the counterpart
expatriate system can be used within the same country across regional,
racial, ethnic, or sectorial groupings. Organizations in developing coun
tries such as Malaysia, Zimbabwe, the Sudan, Brazil, and Guyana and in 
industrialized ones such as the United States, Canada, and Australia with 
multicultural societies at different levels of human resource development 
can use these concepts and methods. 

3. Determinants of Expatriate Effectiveness 
Several studies have investigated various determinants of expatriate effec
tiveness in private multinational corporations and public sector projects 
funded by international donor agencies (Spitzberg, 1978). Hawes and 
Kealy (1981) identified several factors including the expatriates' expecta
tions, open-mindedness, respect for others' values and belief systems, 
trust, tolerance of ambiguity, personal control, flexibility, patience, adapt
ability, self-confidence, sense of humor, interpersonal interest, inter
personal harmony, and spousal-family communication. Other studies 
have concentrated on the selection (Conway, 1984; Willis, 1984), training 
(Casse, 1982), and briefing (Dasah and Kiggundu, 1986) of expatriates be
fore and during their overseas assignments, with the Culture Assimilator 
(Triandis, 1972) being one of the best researched and most used instru
ments. Short-term expatriate assignments are not suitable for strategic 
management tasks and do not promote exchange of skills. 

For more than five years, Bernard Dasah and I have been involved in 
the briefing of Canadian expatriates going for overseas development as
signments. Drawing on these experiences, which include predeparture 
(Dasah and Kiggundu, 1986), in-country (Dasah, 1986), and end-of
assignment debriefings, we have found that the determinants of ex
patriate effectiveness are complex and operate at different macro and 
micro levels of analysis. Table 5.2 summarizes the nine major categories of 
factors that determine expatriate effectiveness. The table also provides a 
diagnostic framework for assessing the effects of each of the factors on the 
performance of each of the three task dimensions of performance, learn
ing, and exchanging. The first three factors, operating at the more micro 
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Table 5.2 

A DIAGNOSTIC FRAMEWORK FOR THE EFFECTIVE UTILIZATION OF EXPATRIATE STAFF 

Dimensions of Performance: COTs and SMATs 

TaskPerformance Learning Exchanging
 
Assessment factors: H M I H M L H M I
 

1. 	Expatriate Attributes:
 
- Biodata and personality traits
 
* Knowiedge, skills, abilities (KSAs)
 
- Vocational interests and motivation
 
- Cross-cultural sensitivity
 
- Health, family circumstances
 

2. 	Counterpart Attributes:
 
- Biodata and personality traits
 
- Knowledge, skills, abilities
 
- Vocational interests and motivation
 
- International exposure
 

3. 	 Counterpart Expatriate Relations:
 
- Perceived mutuality ot interests
 
- Interaction patterns
 

4. 	 Taskconditions: 
- Working/living conditions 

5. Project Design and Management: 
- Clarity of goals and objectives
 
- Resource availability
 
- Importance to stakeholders
 
- Quality of management and supervision 

6. 	Executing Agency: 
- Project management capabilities
* Relevant foreign experiences
 
- Long-term interests in the country
 

7. 	Implementing Agency: 
- Project management capabilities
* History of technological change
 
- Relations with parent/holding organization
 
- Resource availability
 

8. Local Technological Capacity (LTC): 
- HRM systems
 
- Institutional infrastructure
 
- Indigenous knowledge systems
 

9. 	Country Specific Factors: 
- Macroeconomic conditions 
- Cultural/linguistic 
- Political climate 
- International relations 

Note: 	 H =High; M =Medium; L=Low in terms of the extent to which each factor facilitates the effective performance 
of each of the three performance dimensions for the implementing organization's COTs and SMATs. 



182 Selected Applications of the Model 

levels of analysis, focus on the expatriate and counterpart attributes and 
the personal and working relationships between them. Technical compe
tency alone is not sufficient, for the best engineer does not necessarily
make the best expatriate. Likewise, counterpart interest and motivation 
are often more important than education or training. 

It is necessary to understand the different types of counterparts often 
assigned to projects to understudy expatriates. First, there are the profes
sional counterparts whose professional background and interests are di
rectly related to the project's technical task requirements. Such counter
parts are likely to be technically competent and interested in learning and 
exchanging ideas because they see the assignment as a natural extension 
of their career and their personal growth and development. Second, there 
are the administratiLe counterparts who are assigned to the project to pro
vide only administrative support such as budgeting and financial control 
or management of employee (expatriate) welfare programs. These coun
terparts have limited interests in the project because their career aspira
tions are not linked with the success or failure of a particular project.
Third, there are the political counterparts who are appointed to look after 
the country's political interests as they relate to a particular or a set of proj
ects. These counterparts have no technical or administrative interests in 
the project and any attempts by the expatriates to draw them into project
operations can cause only frustration, conflict, and misunderstanding. A 
careful examination of the counterpart's resume and work history can pro
vide clues as to what category he or she falls in. 

Counterpart-expatriate relationship. are an important determinant 
of expatriate effectiveness. Factors such as time, language, perceived
mutuality of interests, and professional equivalence can enhance or frus
trate the working relationships between the two. Compared to Americans 
or other Westerners, nationals of developing countries have a much more 
elastic sense of time and do not react favorably to undue pressures for 
deadlines. In East Africa expatriates are often nicknamed "Mr. Haraka" 
(Speed) because of their obsession with punctuality and deadlines. Lack 
of professional equivalence can also cause bad relationships. Drawing
from World Bank experiences, Baum and Tolbert (1985) found that when 
the educational levels of the expatriate and counterpart are significantly
different, it is almost impossible to develop an effective working, learn
ing, or training relationship between the two. Yet, the majority of ex
patriates have one or more university degrees. 

The task and working conditions can make a difference. For example, 
on rural projects such as road construction and maintenance where the 
expatriates have the opportunity to spend long hours working, traveling,
and even living with their counterparts, they are more likely to develop a 
more effective working and interpersonal relationship than in urban office 
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situations where the expatriates and counterparts often live in differe nt 
"ghettos" and have little or no opportunity to interact outside the cir
cumscribed office environmer.t. 

In preparing expatriates for overseas assignments a lot of emphasis is 
placed on language training. Knowledge of local language(s) enhances 
perceived similarity, facilitates communication, and improves inter
personal relationships with the counterparts or beneficiaries. Yet the abil
ity to speak the language without cultural sensitivity can be counter
productive. Moreover, evidence seems to suggest that, other things being 
equal, the expatriate and counterparts will overcome linguistic barriers 
and find alternative creative ways of relating to one another. 

It is important for the expatriates' terms of reference and job descrip
tion to be clear, relevant, and realistic. The expatriates are often faced with 
the problem of having to make a tradeoff between training and "getting 
the job done." Moreover, the requirements for training or exchange of 
skills may not be part of the formal job description. Yet the implementing 
organization's capacity to sustain the project may well depend on the ex
patriates' effectiveness in preparing the counterparts. Effective exchange 
of skills requires clear terms of reference and proper incentives for both 
expatriates and counterparts. A recent study of the problems of exchange 
of skills between Canadian and Indonesian engineering firms observed 
that: "It is the ambiguity of roles and task-related responsibilities that ac
counts for much of the variability to be found within individuals and be
tween the relationships of expatriate consultants and their indigenous 
counterparts" (Scott-Stevens, 1985:5). 

In Botswana, the government's Department of Personnel has found 
effective practical country-specific ways of hiring, placing, utilizing, and 
phasing out expatriates. For example, Raphaeli, Roumani, and MacKellar 
(1984) found that the recruitment of expatriates as individuals rather than 
through firms with individualized employment contracts, and the use of 
a uniform compensation of expatriates based on standard salary "top
ping" and a carefully controlled use of expatriates contributed to their ef
fective utilization as well as to the localization of their positions. In 
Indonesia, Hofstede (1982) warned that Dutch expatriates would be effec
tive only if they understood the limitations of utilizing Dutch manage
ment methods in Indonesia. These limitations included: (1) personnel 
decisions based on family and ethnicity; (2) Indonesians' discontent with 
performance appraisals, payments by results, employee dismissal, 
problem-solving and conflict resolution by direct confrontation, participa
tive management, egalitarianism, and sympathy for the weak; and (3) 
time and patience required for Indonesians to internalize the virtues of 
punctuality and technical precision. He recommended that expatriates 
should consider using go-betweens or third-party intervention methods 
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in resolving problems with counterparts, and that from time to time 
gotong royong (the tradition of community tasks) should be taken advan
tage of. 

The international community is becoming increasingly aware of the 
limitations of human resource management in international develop
ment. For example, in 1985, the four Nordic countries' development agen
cies-Swedish International Development Agency (SIDA), Norwegian
Agency for Development (NORAD), Danish International Development
Agency (DANIDA), and Finnish International Development Agency
(FINNIDA)-jointly undertook an evaluation of the effectiveness of the 
human resource component of fifty-five of their development projects in 
Kenya, Tanzania, and Zambia. According to Oborn (1988), the purpose of 
the evaluation was to assess the e:tent to which current human resource 
practices of these agencies are consistent with their overall development 
objectives as well as the needs of the recipient countries' local implement
ing agencies and counterpart staff. 

The study's main findings were that: (1) tiiere are too man), foreign 
experts in these African countries, that they cost ioo much, and that many
of them are not necessarily better qualified than indigemous personnel or 
personnel from other developing countries; (2) foreign experts are not ef
fective in training indigenous personnel or developirg local institutions;
(3) the counterpart system has not been successful because to be a coun
terpart is not very attractive for indigenous personn,! who prefer jobs
with responsibility of their own; and (4) Nordic projects, especially those 
with foreign executing agencies, are not sustainable because they are im
plemented through parallel institutions and systems instead of through 
existing local institutions. 

The study made a wide range of recommendations including: (1)
using consultants and local institutions as executing agencies; (2)borrow
ing personnel from other local institutions; (3)using local volunteers; (4)
increasing use of local and foreign short-term consultants; (5) fostering in
stitutional collaboration within and among donor and recipient countries; 
and (6) putting more emphasis on training and development of indige
nous personnel and institutions. 

In general, effective exchange of skills is possible only if it is specifi
cally provided for during project design and not as an afterthought during
the later parts of project implementation. General statements about the 
need for training or human resource development are not sufficient but 
must be backed up by specific on-going programs, incentives, and sup
port. Members of the executing, implementing, and funding agencies
should be convinced of its merits as an integral part of technical assis
tance, not as something "nice" to do. 
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4. Skills Gap Analysis 
How does the manager find out what the newly hired expatriates or coun
terparts know or need to know to perform their jobs satisfactorily? 
Resumes are not sufficient because, for the expatriates, formal education 
and previous domestic work experience are not good predictors of per
formance on overseas assignments. For the counterparts, formal paper 
qualifications do not necessarily translate into desired work behavior. 
Skills gap analysis is one useful way of obtaining this information. 

Skills gap analysis is a procedure for identifying specific knowledge, 
skills, and abilities (KSAs) required for the project or assignment, and 
comparing with the current level of KSAs for each of the expatriates and 
counterparts. This information is of immediate application ior assigning 
specific tasks to both types of employees and for identifying specific KSAs 
training needs. The information can also be used for the application of in
centives tied not only to perfornance but also to learning, training, ex
changing, and other developmental activities. 

Tat le 5.3 provides a framework for undertaking a KSAs gap analysis 
for expatriates and counterparts. It lists more than ten different skill areas 
that are common for most projects. The KSAs include technical, manage
rial, and environmental areas for the performance of operating and 
strategic management tasks. The information must be as specific as pos
sible in order to allow assessment of whether or not the employees 
possess the required levels for each of the KSAs. By comparing project 
requirements with the current level of KSAs, it is possible to identify what 
each of the counterparts or expatriates needs to know in order to perform 
the more advanced tasks. The KSAs that both the expatriates and counter
parts need to know constitute the area of learning and exchange from each 
other. Although expatriates are usually competent in technical and ad
ministrative areas, they often lack knowledge and understanding of the 
local language(s) and the local environment. Identifying these KSAs gaps 
can provide a basis for negotiating the process of exchange of skills be
tween the expatriate and the counterpart. 

The information obtained from the skills gap analysis can be used for 
other purposes including designing training programs, clarifying project 
objectives and requirements, making personnel decisions such as screen
ing, placements and transfers, selecting expatriates, breaking the ice and 
initiating dialogVe between the expatriates and the counterparts, pur
chasing equipment, and performing other human resources development 
activities. 

In summary, expatriate effectiveness is determined by a wide range 
of factors, some of which are beyond his or her control. Although there 
has been no empirical research investigating the relative importance of all 



Table 5.3 

0' 

KSAs GAP ANALYSIS FOR EXPATRIATES AND COUNTERPARTS 

Knowledge, Skills Project/ Expatriate Counterpart M
and Abilities (KSAs) Assignment

Requirement Current Needs to 
> 

Needs to Current 
Level of Know Know 

_ 

Level of(KSAs) (KSAs) (KSAs) 
0 

Performance Learning and Exchaige Performance 	 0 

1. Technical 

2. Administrative 	 00 
3. Project Management 
4. 	 General Supervision
 

and Management
 
5. Social and Interpersonal 
6. Cross-cultural Communication 
7. Consulting and Problem Solving 
8. Cross-cultural Communication 
9. Leadership 

10. Language 
11. Knowledge of Local Environment 
12. International Contacts 
13. Others 

NOTE: KSAs = Knowledge, Skills, and Abiltiies. 
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these factors, experience shows that expatriate technical competency may 
not be the most important factor, especially if exchange of skills is impor
tant. The rationale for the counterpart system is to facilitate exchange of 
skills and to ensure the sustainability of technical assistance and the de
velopment of stronger organizations. Although intuitively appealing, the 
process is in practice difficult and frustrating. A Canadian manager of a 
government executing agency with projets in various developing coun
tries expressed such frustration on a recent visit to Zambia: "Things at the 
project are not much different [from] last year. The progress is slow espe
cially with exchange of skills. There is much talk but little action. I hope 
things will improve soon, before 1990, when the program ends" (Singhal, 
personal communication, November 2, 1986). Many expatriates, counter
parts, managers of executing and implementing organizations, and de
velopment specialists would share these sentiments. 

Summary 

This chapter has discussed the problL -ns and prospects for human re
source development and utilization in developing countries and their ef
fects on the organizations' sustained capacity to perform their respective 
critical operating and strategic management tasks. It is organized in four 
sections. First, it has presented a general HRM model that takes into ac
count internal organizational and contextual factors affecting human re
source development and utilization. Second, it has made a distinction 
between human resource development and human resource utilization. 
Although a lot of attention is paid to human resource development for or
ganizations in developing countries, very little attention has so far been 
paid to the effective utilization of nationals or expatriate staff in the per
formance of the organizations' COTs or SMATs. Some of the determinants 
of effective utilization are discussed. 

The third section has dealt with the human resource management 
function and how it is currently organized and performed in organiza
tions in developing countries. It is observed that the function remains 
largely underdeveloped in most of these organizations. Three dimensions 
of the HRM function-maintenance vis-h-vis developmental, operational 
vis-A-vis strategic, and individual growth vis-i-vis organizational de
velopment--are also discussed. Organizations wishing to improve the de
velopment and utilization of their human resources should emphasize 
the developmental and strategic aspects of human resource management, 
which also integrate individual needs with organizational task (COTs, 
SMATs) requirements. 

The chapter has ended with a discussion of five current HRM issues 
that have significant implications for the effective development and utili
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zation of human resources in developing countries: training, utilization 
of human resources, the motivational crisis, the brain drain and skills 
shortages, and the utilization of expatriate staff. 



CHAPTER 6 

Transfer of Technology,
 
Knowledge, and Expertise
 

There are few topics as controversial in the development literature as the 
transfer of technology. Fewer still that are so important and crucial for the 
development and management of organizations in developing countries. 
Accordingly, much has been written on the subject. Most of it is descrip
tive and prescriptive and comes from a wide range of disciplines including 
science and technology, engineering, international relations, economics, 
political science, sociology, and international business. The literature, par
ticularly from the social sciences, tends to be atheoretical with a heavy 
dose of political ideology and public policy debates. 

In this chapter I shall make no attempt to synthesize such disparate 
approaches. Instead, the chapter focuses on four aspects of technology 
transfer. First, it presents a process model of international transfer of 
technology, knowledge, and expertise that provides a framework for 
analysis at different levels of the transfer process. Second, it describes the 
need and mechanisms for the effective utilization of technology by build
ing local technological capacities. Third, drawing from the model of the 
organization developed in Part One, the chapter outlines the effective 
management of the transfer process. The chapter concludes with a discus
sion of special considerations, including transfer of technology for small
scale enterprises and extension services, and for small and island states. 

This chapter is based on a number of tenets that are briefly outlined 
here. First, the ultimate purpose of technology is to bring about develop
ment by solving predetermined socially important problems, improving 
peoples' standards of living, and promoting more equitable distuibution 
of income, opportunity, and wealth. Second, the organization is consid
ered to be the most effective agency for the acquisition, development, 
utilization, transfer, and diffusion of technology within and across indus
trial sectors or countries. Third, technology is not a one-time purchase of 
a simple product to be bought or sold. Nor is it just the hardware machin
ery or equipment that transforms inputs into outputs and the specifica
tions of those inputs into outputs. Rather, it is a complex, dynamic pro
cess of organizational interactions which, as a recent World Bank report 
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rightly points out, includes the "procedural and organizational arrange
ments for carrying out the transformations" (Dahlman, Rose-Larson, and 
Westphal, 1985:9).

Fourth, effective transfer of technology, knowledge and skills necessi
tates building local technological capacities. These can be developed and 
sustained only through strong and effective indigenous organizations in
collaboration with outside organizations from which the technology is im
ported. Therefore, this chapter describes the organizational arrangements
and management processes for the effective transfer and utilization of
technology through the development of local technological capacity (LTC)
with outside assistance. It recognizes the importance of public policy and 
environmental factors in facilitating or preventing effective transfer and 
utilization of technology. 

Evidence of ineffective and costly acquisition and utilization of
technology has been documented in all parts of the world including Africa 
(Mytelka, 1986), the Andean countries (Stewart, 1979), Asia (Cooper, 1980),
and various specific developing countries (Stobaugh and Wells, 1984; Wal
lender, 1979). The evidence from these case studies shows that these prob
lems occurred where no LTC for effective transfer and utilization was 
developed and sustained. It also demonstrates that the latest or most
modern technology is not necessarily the best technology for every
organization, industry, or country. Therefore, the fifth tenet is that the ap
propriateness of any form of technology and the methods used for its ac
quisition and utilization are very situation specific.

Stewart defines appropriate technology as consisting of technology
"more in line with developing country needs and resources, it consists of 
more labour intensive processes in the modern sector, and the develop
ment of new and improved techniques and products for the traditional 
sector" (1979:xvi). In this book, appropriate technology is defined as inno
vation that enhances the technological capacity of one or more organiza
tions, and enables it to perform its critical operating and strategic manage
ment tasks with greater efficiency, economy, and effectiveness on a
sustained basis, and to satisfy the salient and legitimate needs of its in
ternal and external stakeholders. 

This definition contains a number of important elements that are dis
cussed in different parts of the chapter. It emphasizes the need for the de
velopment of an LTC and uses the organization as the focal unit of
analysis. It emphasizes the importance of improved task performance es 
one of the most critical tests of the efficacy of new technology. It recog
nizes t',at technology transfer is not a quick fix or short-term organiza
tional intervention, but a long and protracted process whose success de
pends on perseverance and conscious effort. It is the long-term effective 
utilization of new technology that has defied many organizations in de
veloping countries. 
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The definition also requires the identification of the major actors or 
stakeholders with whom the organization must contend in order to ac
quire and utilize the technology under the most optimal conditions. For 
organizations in industrialized countries, tile most important stake
holders are usually those within the organization such as employees; but, 
for organizations in developing countries, outside stakeholders and en
vironmental factors are absolutely critical for the introduction and effec
tive utilization of technology. Finally, the definition recognizes that tech
nology is not value-free. Value judgments must be confronted and made 
concerning a wide range of issues such as tile criterion of organizational 
effectiveness, delineation of significant stakeholders and their legitimate 
demands, and choice of strategies for building and sustaining the local 
technological capacities. 

In summary, for any organization in a developing or industrialized 
country, appropriate technology is a function of the hardware-machin
ery, equipment, and tools; the software-programs and manuals for 
operating and maintaining the hardware; and the organware-the organi
zational arrangements, management processes, environmental factors, 
and human resources and sentiments required to work the hardware and 
software. Focusing on only one of these at the expense of others would 
seriously compromise the ability to develop and sustain the necessary 
LTC and the effective acquisition and utilization of technology. 

The state of technology and the processes or methods of technology 
transfer provide two of the most graphic illustrations of the contrasts and 
contradictions within and among developing countries. For example, 
while India, Brazil, and South Korea are bracing themselves for the de
velopment of industrial complexes in competition with the industrialized 
countries, and Singapore and Hong Kong are working hard to excel as 
world class technology intermediaries, African countries like Tanzania are 
still grappling with problems of operating and maintaining steam engine 
trains. In spite of this diversity and contrast, the discussions in this chap
ter are relevant for countries at different levels of economic, social, and 
technological development and political ideology. 

I. A Process Model of the InternationalTransfer 
of Technology, Knowledge, and Expertise 

According to a recent World Bank report (Stewart, 1979), the world's stock 
of innovations and technology is concentrated in a few industrialized 
countries such as the United States (60 percent), the United Kingdom (14 
percent), and West Germany (11 percent), with the developing countries 
accounting for only 3 percent. Faced with this oligopolistic situation, or
ganizations in developing countries seeking new forms of technology 
have almost no choice but to go to these few countries. Most of this tech
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nology is in the hands of private firms whose primary objective in the 
technology transfer transaction is to turn a profit. Because these firms 
negotiate from a very powerful asymmetrical position, it is not surprising
that the literature on technology transfer to developing countries is full of 
accounts of dissatisfied clients. 

This sectiop describes a model of the processes and organizational
structural arrangements by which technAogy, knowledge, and expertise 
are transierred from the place the technology is made to the place where 
it is imported and utilized. Figure 6.1 is a flow diagram of the processes
and structural arrangements involved in the transfer. The figure covers 
two distinct time periods: the period immediately after World War II,and 
the period following independence for most of the developing countries. 
It also shows that technology transfer is transactional and it identifies the 
major actors for each time period and their respective roles as either re
cipients or providers of technology. The arrows indicate the direction of 
the major flow of technology. 

Nine different levels of technology transfer (I to IX)are identified and 
shown in the mode!. Level I relates to technology transfer among indus
trialized countries. The best k.iown example of this type of transaction is 
the Marshall Plan (Organization for Economic Co-operation and Develop
ment, 1978) by which the United States exported massive forms of tech
nology, such as capital goods and financial assistance, to European coun
tries whose economies and industrial physical infrastructure had been 
destroy( d by the war. Even today there is a great deal of on-going technol
ogy transfer among the industrialized countries, particularly Japan, the 
United States, France, West Germany, and the United Kingdom. Small
technology producers like Canada actively promote the importation of 
technology from the major producers in order to remain competitive in 
international trade. Japan's Ministry of International Trade and Industry
(MITI) and Canada's Technology Inflow Piogram (TIP) are specifically de
signed to facilitate the flow of foreign technology into these countries. 

In the discussion below of this and other levels of technology trans
fer, it is not implied that the actor o: actors receiving the technology play
only a passive role. For example, speaking of the Marshall Plan, Gordon 
pointed out that, ". . . while the initiative came from the United States, its
development into operational form and its subsequent implementation 
were joint products of trans-Atlantic political, intellectual, and adminis
trative collaboration" (Organization for Fconomic Co-operation and De
velopment, 1978:16-17). The Marshall Plan is impoitant because it was ey
pected to provide a frame of reference and delivery mechanisms for future 
forms of technology transfer. It is widely accepted that the success of the
Plan depended ,o a considerable degree on the existence of highly sophis
ticated LTC of the European countries even though their infrastructure 
and hardware had been destroyed. The situation in developing countries 
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Figure 6.1
 

A PROCESS MODEL OF INTERNATIONAL TRANSFER OF TECHNOLOGY
 

PERIOD ACTOR 

1. After World War II North Europe/Japan 
11945-1960) I 

2. 	After Independence 
(Individual LDC: 
19C60
-Present)
 

Executing Executing
 
Agency 
 Agency IX
 

VillI 

CTimVIl metn Vl
 
\Agency Agency
 

Note
J Macro (National) level of Technology Transfer

ci Z Organizational level of Technology Transfer
Q individual or small group level of Technology Transfer 

CP Cooperantl(s): advanced country nationals working in a developing country asexperts. 
CT Counterpart(s) ,st (recipient) country na'ionals undersiudying and expected to take over from the CP 

LDC Developing c. ties 
- Direction ol Technology Transfer 

I- IX Different levels/types of Technology Transfer 

is different in that most of them lack both the technology and the local 
technological capacities for its effective utilization. 

Problems of costly and ineffective acquisition and utilization of 
technology sometimes discussed in the context of developing countries 
can also occur at level Ibetween industrialized countries if the transfer is 
not accompanied by conscious effort and careful planning. Figure 6.1 does 
not show the transfer of technology, knowledge, and expertise within in
dividual industrialized countries, but the structural arrangements and 
transfer processes described below for levels II to IX contain applicable 
concepts. 

Level II technology transfer directly involves both the industrialized 
and developing countries as provider (donor) and recipient, respectively. 
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This is the level most commonly discussed in international relations and 
development, aid, technical assistance, and North-South dialogue. It is 
often bilateral in nature and highly politicized by both countries. It fre
quently starts on a large scale only after the developing country has 
achieved political independence and is therefore free to seek development 
assistance from a variety of countries. The most recent example is Zim
babwe, which gained independence in 1980 after a period of destructive 
internal strife and economic sanctions imposed on the illegal (Rhodesian) 
regime. Another example is the People's Republic of China, which, com
ing out of the Cultural Revolution, is now much more interested in the 
importation of technology from the United States, Japan, and Western 
Europe. Today, most industrialized countries are involved in a competi
tive "mini-Marshall Plan" providing technology, knowledge, and exper
tise to each of these two countries. Level II technology transfer can also 
involve countries that have been independent for a long time. such as 
Egypt, Brazil, and the Philippines, each of which has at one time or 
another received massive assistance from the United States and other in
dustrialized nations. 

Technology transfer at both levels I and II occurs at a macro country
to-country level of transaction and analysis. Discussions at these levels, 
which tend to be concerned with matters of international relations, are 
global, political, and ideological, and are often lacking in operational
details of implementation. The subsequent levels of technology transfer 
(III to IX), shown in Figure 6.1 and discussed below, deal primarily with 
more micro levels of the transfer process, focusing on the organizational
levels of analyses but including individual actors from the participating 
organizations. 

Level III identifies the actors as the technology-exporting country and 
the agency or organization it uses to undertake the actual transfer. The 
executing agency is an organization used to transfer technology, knowl
edge, and expertise from the exporting country to the importing country 
or organization where the technology is utilized. The executing agency 
can be a private, public, or voluntary organization. It can be local, na
tional, or international. As a private firm, it can be either a subsidiary of a 
multinational corporation, an international joint venture, a consortium, 
or a state-owned enterprise. For example, Great Britain used British Petro
leum (BP) to transfer technology associated with oil exploration, mining, 
refinery, and marketing to countries such as Nigeria, Syria, Egypt, and 
Trinidad. The executing agency can be an international organization like 
the ILO or USAID, transferring management know-how to organizations
in developing countries (Wallace, 1985; Rondinelli, 1987), a United Na
tions agency, a non-governmental organization (NGO) such as a trade 
union cr church-based organization, a municipal organization or associa
tion, ., university, a private corporation, or an individual citizen. Multi
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national corporations play an important role in transferring technology to 
the developing countries (Shelp et al., 1984). 

A distinction must be made between the country from which the tech
nology is imported and the executing agency used for its importation. 
Emphasis is put on careful analysis of the executing agency because it acts 
as an agent of change, and its conduct in searching, selecting, packaging, 
and installing, and its interaction with the implementing agency influ
ence the effectiveness with which such technology is acquired and 
utilized. Yet most discussions of technology transfer from industrialized 
to developing countries tend to focus almost exclusively on country of ori
gin and the restrictive terms (costs) under which the technology is ac
quired. Although these are important considerations, they do not deal 
with the substantive and practical problem of the role that the executing 
agency plays in facilitating or frustrating the development of the LTC for 
effective utilization of the acquired technology. No matter whether it 
comes from a "friendly" or "unfriendly" country, and no matter how 
much or how little it costs, if it cannot be effectively used to develop an 
LTC, such technology is of little practical value. The executing agency can 
play a key role in this regard. 

The nature and the ownership of the executing agency are important 
considerations. For example, the more independent the executing agency 
is from the suppliers or manufacturers of technology, the more it is likely 
to provide technology that is appropriate for the needs of the importing 
country or implementing organization. The more the executing agency is 
closely associated with the manufacturers or suppliers of technology 
either through ownership or licensing, the more it is likely to make deci
sions reflecting the interests of the suppliers rather than the technology 
importer. Nayar's (1981) description of the operational and management 
problems of Kirloskar Cummins Limited, an international joint venture 
between the Kirloskar group of India and Cummins Engineers of Ohio, 
illustrates the inherent conflicts between the interests of a foreign technol
ogy supplier and those of a developing country technology importer. 

On the other hand, the more practical experience the executing 
agency has with the acquisition, operation, and maintenance of the tech
nology, the more effective it is likely to be in assisting the importing coun
try or implementing organization to build a sustainable LTC-particularly 
if the implementing organization's technological capacity is rather low. In 
this case, organizations in the same business using technology similar to 
that used by the implementing organization would make better executing 
agencies. Airlines that have used other airlines from the industrialized 
countries as their executing agencies-for example, Ethiopian Airlines
have been more successful in building the necessary LTC for their effective 
operation and management. On the other hand, when Bombardier, a 
Montreal consulting engineering firm, acted as the executing agency for 
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the supply of locomotives, it was not successful in assisting the Tanzanian 
Railway Corporation (TRC) to develop the necessary local capacity to op
erate and maintain the locomotives. TRC would have been better off to 
use, as its executing agency, another railroad company having the same 
or similar technology and facing similar tasks (COTs and SMATs) and task 
conditions. 

The wider Lhe gap in business orientation, motivation, and incen
tives as well as technological sophistication of the respective technologies 
of the executing and implementing agencies, the more difficult it is for 
them to work together to mutual advantage. An important aspect of build
ing the LTC is the development of the expertise to identify and select the 
executing agency with the competency and motivation to source, pack
age, install, and maintain the technology and negotiate the terms of 
transfer and acquisition all in the best interests of the implementing 
organization. 

In Figure 6.1, level IV shows the relationship between the executing
and implementing agencies. The implementing agency is the organiza
tion that receives and uses the technology in the performance of its tasks. 
Distinction must be made between the importing agency and the imple
menting agency. In developing countries, it is common for government
departments, agencies, state-ownedor holding enterprises to import 
technology and pass it on to other organizations to use. The discussion 
here focuses on the implementing agency because it is the one that must 
build its LTC for the effective utilization of the technology. 

Like the executing agency, the implementing organization may be a 
government department, a state-owned enterprise, a local or interna
tional joint venture, a sociai services agency, a nongovernmental organi
zation, or a privately owned firm. The effective transfer of technology,
knowledge, and expertise very much depends on the quality of the work
ing relationship, effective communication, mutual understanding, trust,
and respect, and the mechanisms for problem solving, decision making,
and conflict resolution between the two organizations. Yet, in the majority 
of cases, little or no effort is spent for the development of this relationship.

In a study of 27 Indian organizations with over 100 agreements,
Davies (1977) found that many of the agreements were not the result of 
policy but the outcome of casual encounters with the executives of the 
executing agencies (MNCs). There was no serious planning or careful con
sideration of the impact of the agreements on the Indian conditions. Yet, 
as Spielman points out, the imported technology must become a part of 
the implementing agency's normal system of operations. He acknowl
edges, however, that the "process of integrating the technology into an 
organization is the most difficult step of all" (1983:35). Both organizations 
must involve themselves right from the beginning in diagnosis of the im
plementing organization's existing technology, its level of technological 
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capacity, its current mission and future goals and objectives, and its alter
native technological options for performing its COTs and SMATs. The im
plementing organization provides the sociopolitical context within which 
the technology is to be utilized, while the executing agency provides the 
technical alternatives for solving task performance problems and accom
modating local task conditions. 

Organizations in newly industrializing countries and other develop
ing countries with a more successful record of the transfer of technology, 
knowledge, and expertise, pay a lot of attention to the management of the 
transfer process and the development of the LTC for the effective utiliza
tion of the technology. For example, in a study of the ASEAN, de Bet
tignies (1978) found that the executives of the implementing organiza
tions were intent on acquiring the skills necessary for managing the 
complex process of transfer of technology. Specifically, they were inter
ested in improving their organization's capacity to bargain for the most 
overall advantageous transfer conditions with the executing organiza
tions at the different levels of the transfer process. Using the seven 
cumulative criteria of planning, generating, searching, negotiating, sup
porting, training, and using new technology, Baranson (1981) found that 
a number of Brazilian corporations, especially those with foreign affilia
tions, had made significant progress in building the necessary internal 
technological capacity. 

Level Vof Figure 6.1 shows the interdependence between the imple
menting organization and the country within which it operates. It in
cludes direct dealings with various government agencies, current and po
tential users of the imported technology, the competition, local technical, 
business, and professional organizations, labor, educational institutions, 
external stakeholders, and society in general. The implementing organi
zation must be able to draw from its own country's resources in develop
ing and sustaining the technical and managerial capacity it needs to utilize 
the technology efficiently and effectively. It must also be able and willing 
to reciprocate by sharing its acquired expertise and benefits with others in 
the country. 

Most discussions at Level V concentrate on the role of the govern
ment in facilitating or frustrating the inflow of technology, particularly in 
developing countries where government is pervasive in matters affecting 
international relations. Indeed, many governments have elaborate sys
tems of monitoring, controlling, and financing the inflow of technology. 
For example, India, Mexico, and Brazil each have a foreign investment 
board that ensures that contracts with foreign executing agencies meet 
legal requirements covering a range of issues such as royalty payments, 
maximum level of foreign equity holding, and restrictions on the use or 
sale of technology. However, these boards tend to concentrate on regulat
ing the terms of technology transfer rather than on facilitating the effective 
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domestic utilization of the technology.
In addition to consideration of the role of government, the two or

ganizations participating in technology transfer-the executing and the 
implementing agencies-should examine other aspects of the country
which might be relevant for the importation and utilization of the technol
ogy. For example, they should survey local organizations and identify
those with current or potential capacity to participate in the utilization or 
adaptation of the technology for domestic applications. They should also 
identify the available and relevant national or local training resources. In 
addition, they should undertake a study of the local market conditions for 
alternative technological options for the inputs, outputs, and byproducts 
of the adapted technology. 

Levels VI to IXof Figure 6.1 deal with key players in the transfer pro
cess as they interact either among themselves (level VII), or with the 
executing (levels VIII, IX)and implementing (level VI) agencies. These key
individuals represent two types of employees: those working for the im
plementing organization (CT) and those representing the executing 
agency but working for the implementing agency. Other key players
such as the financiers, government officials, clients, and community 
groups-are not shown in Figure 6.1. They too are important and must be 
included in the organizational diagnosis and environmental analysis be
fore making decisions about the technology and its transfer processes.
Faucheux et al. (1982) and Kiggundu et al. (1983) found that, in develop
ing countries where society pervades organizations, importation of tech
nology affecting significant interests of powerful outside stakeholders re
quires major adjustments. The necessary adjustments to the imported

technology should be made collaboratively by the executing agency and
 
implementing organization in consultation with the affected stakeholders.
 

The two types of key individuals in Figure 6.1 (CT and CP) were 
selected for special attention for several reasons. First, they are directly
involved in the actual process of the transfer of technology, knowledge,
and skills. They are the actual operators and managers of the implement
ing and executing agencies' critical operating and strategic management
tasks. Second, they operate within the two implementing organizations
and serve as the link pins between these organizations as well as with 
other organizations or groups connected with the technology transfer pro
cess. Fina!ly, they complete the multilevel analysis of the transfer process
illustrated by Figure 6.1. The three levels are: (1) country-to-country;
(2) organization-to-organization; and (3) individual- (or workgroup-) to
individual right down to the operating levels of the implementing organi
zation. A complete analysis and understanding of the technology transfer 
process must include all three levels and their impact on the effective ac
quisition and utilization of technology. 

Levels VI to IXare mainly concerned with human resource develop
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ment and utilization, which was discussed in the previous chapter. Suffice 
it to say here that in the long run the employees of the implementing 
agency hold the key to the development of a sustainable capacity for the 
effective utilization of technology. As Young (1983) has shown, by draw
ing from a detailed analysis of Canadian development assistance to Tan
zania, the most underdeveloped countries experience difficulties in utiliz
ing new technology because they lack an adequate supply of people (CT) 
with the necessary expertise and motivation to operate and maintain the 
new facilities. The representatives of the executing agencies (CP) often fail 
to develop the necessary LTC because they stay for short periods of time 
and because they find themselves operating in a technologically impover
ished environment with an alien and confusing cultural, social, eco
nomic, political, and bureaucratic climate. 

The managers and operators (CP, CT) of the implementing and 
executing agencies are the most important actors in determining the effec
tiveness with which the technology is utilized for the performance of the 
implementing organization's critical operating and strategic management 
tasks. Together, they should undertake a complete organizational diag
nosis of the implementing organization, its local technological capacity, 
and its human and organizational resources, and develop a joint strategy 
and detailed but flexible plan of action for the integration and utilization 
of the new technology on a sustained basis for the best advantage of the 
performance of current and future operating and strategic management 
tasks. Although most of the technology is introduced into the organiza
tion at the operating levels, its effects are often realized at the SMATs. It is 
therefore important that the plan of action should prepare both operators 
and managers for the changes in the performance of their respective task 
systems. The introduction of computers and office automation (Ingle and 
Smith, 1984) illustrates the pervasive nature of new technology across 
COTs and SMATs subsystems. The expatriates (C')are more effective for 
the performance of the organization's COTs and not SMATs because of 
their short stay and their lack of intimate appreciation of the local 
environment. 

Figure 6.1 and its different levels of analyses clearly show the com
plexity of the technology transfer process. The whole process is so compli
cated that it is best understood as a series of tradeoffs among competing 
demands, benefits, and costs for different stakeholders. The only way to 
optimize these competing pressures is to analyze carefully the costs and 
benefits of the available options before making final decisions about the 
technology -ind the processes by which it is to be imported and effectively 
utilized. The technology transfer process is inherently complex, frustrat
ing, and potentially adversarial. It must be carefully planned and man
aged. The greater the effort that is put into the front-end before major deci
sions are made, the more the technology is likely to pay off in the broader 
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context of the participating organizations and the national interests of the 
importing country. 

I1. Effective Utilization by Building Local Technological Capacity 

In the previous section, a process model of the international transfer of 
technology, knowledge, and expertise was presented and discussed. It 
was emphasized that the purpose of technology is to enhance the local 
technological capacity and the effectiveness with which organizational 
tasks are performed by using local resources. In this section, discussion is 
focused on the process of building an LTC for the implementing organiza
tion as well as for the entire country. Building an LTC is a long-term sys
tematic, practical, learning-by-doing process that requires careful planning 
and the mobilization of local resources at the organizational, sectorial, 
and national levels with selected and focused assistance from outside. 

There are several ways of conceptualizing the development of the 
LTC. For example, Dahlman, Rose-Larson, and Westphal (1985) see it as 
being made up of three stages: building the production, investment, and 
innovation capacities. Production capacity includes the ability to oversee 
and improve operations, production engineering, quality control, 
trouble-shooting to overcome problems, cut costs, and increase produc
tivity, repair and maintenance, and respond to changing circumstances 
such as finding new markets or uses for the organization's outputs. Invest
ment capacity involves management and engineering work required to 
improve or expand available facilities and resources including human re
source development. 

Innovation capacity concerns the invention of new products or pro
cesses or improvements of existing technology to the point of making 
such discoveries commercially viable. However, as Dahlman and his co
workers are quick to point out, the central focus of building an LTC, espe
cially in the initial stages, is not to acquire the capacity to invent products 
or processes. Rather, it is to enhance the capacity to us,. existing technol
ogy with greater efficiency and economy, to establish better production 
facilities, and to apply local experience to adapt and improve the technol
ogy in use and thus to improve the performance of the implementing or
ganizations' COTs and SMATs. 

Stewart (1979) sees the process of building the LTC as being made up 
of the capacities for: (1) independent search and choice; (2) minor techni
cal changes; and (3) development of new indigenous technology. Differ
ent types of organizational capacity and expertise are required for both 
the executing and implementing agencies. For example, the development 
of the capacity for independent search and choice of technology requires 
a thorough understanding of local tasks and task conditions and the alter
native technologies available on the world market to meet those condi
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lions. The first two stages require entrepreneurial and engineering skills 
and only the last stage requires formal research and development. This 
structure has at least two implications. First, establishing formal R and D 
facilities for an organization or country still grappling with the initial 
stages of building the LTC may be unproductive. Second, countries 
whose public policies discourage the development of entrepreneurship 
may inadvertently discourage the development of a local technological 
capacity. 

1. What Is the Local Technological Capacity? 
The term local technological capacity means the entrepreneurial, techni
cal, managerial, intellectual, institutional, sociopolitical, cultural, and 
physical resources and infrastructure that exist in an organization (sector 
or country) and its immediate environment. It relates to the extent to 
which an organization or a group of organizations is able to utilize effec
tively its existing or new technology by progressively moving up the tasks 
progression depicted in Figure 6.2. 

In order to build an LTC for an organization, it is necessary to begin 
with a comprehensive diagnosis or management audit of the organization 
and the environment within which it operates. Such a diagnosis would 
provide information about the organization's future direction, corporate 
mission, management philosophy, organizational climate, and specific 
goals and objectives. It would also assess the organization's existing ca
pacity and the extent to which it currently performs its operating and 
strategic management tasks with efficiency, economy, and effectiveness. 
Finally, it must assess the possible effects of the opportunities and con
straints imposed by the environment in which it expects to operate in pur
suit of its stated goals and objectives. It must also evaluate, in the context 
of the information obtained from the organizational diagnosis, additional 
resources brought into the organization including new technology or im
provements of existing technology. The guided transmission training 
(GT) methods used by the ILO for African enterprises (Whittaker and 
Gibson, 1987) provide an example of an intervention designed to improve 
the organizations LTC. 

Figure 6.2 gives a progress;ion of technology transfer tasks that, when 
performed efficiently and effectively, constitute the building blocks of an 
LTC. This capacity can occur at the level of an organization, a group of 
organizations within a policy sector, a country, or a group of countries 
linked together by some institutional arrangements (e.g., OECD, ASEAN, 
SADCC). The eleven technology transfer tasks from technology acquisi
tion to export are listed in increasing order of complexity and the extent to 
which they contribute to the development of a local technological capac
ity. The listing, however, is not strictly linear. It is possible for an organiza
tion, for example, to acquire and export technology before it has been dif
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FIGURE 6.2 

BUILDING THE LOCAL TECHNOLOGICAL CAPACITY FOR 
EFFECTIVE UTILIZATION OF TECHNOLOGY 
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fused to other organizations in the country. Dahlman et al. (1985) relate 
the story of VITRO, a Mexican firm that imported technology from the 
United States, made adaptations that increased its productivity, and sold 
it to a Brazilian firm, which in turn introduced further modifications that 
made the technology more energy efficient. 

The first six technology transfer tasks, from acquisition to making
minor adaptations, specifically relate to the development of the LTC for 
the implementing organization. Technology acquisition is by far the most 
critical task in the development of an LTC. The performance of sub
sequent technology transfer depends on the decisions and trade-offs 
made at the acquisition stage. Once the technology has been acquired, the 
organization loses flexibility and, if mistakes have been made, they can be 
difficult and costly to correct. 
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Proper acquisition of technology requires matching available technol
ogies in the price range the organization can afford with its task require
ments and conditions, and choosing the technology package that offers 
the most optimal comparative advantage for the organization. It is impor
tant to analyze the immediate, intermediate, and long-term effects of local 
constraints such as the availability of skilled labor, foreign exchange re
strictions affecting recurrent expenditures, energy and transport costs, 
and the existence of technical, managerial, and community support and 
infrastructure for the new technology. In making the cost-benefit analyses 
of the alternative technology packages, it is important to include social 
costs and benefits and to project them over the duration of the productive 
life of the technology. The final acquisition decision should be made in 
favor of the technology that contributes most to tile development of the 
LTC and its effects on the organization's COTs and SMATs. 

Many organizations in developing countries lack the capacity for in
formed acquisition of technology. Consequently, the literature is full of 
examples of inappropriate technology both in terms of its contribution to 
organizational performance and social responsibility. In a study of textile 
and pulp and paper manufacturing firms in Brazil, Colombia, Indonesia, 
and the Philippines, Amsalem (1984) found that, in a significant number 
of cases, the acquired technology was less than optimum in terms of both 
its contribution to the firms' productivity and reduced costs, and employ
ment creation. Mytelka (1986) found similar evidence in some of ti'e tex
tile firms she studied in Kenya and the C6te d'Ivoire. Because of these 
problems, governments of a number of newly industrializing countries 
such as Brazil, Singapore, and Mexico provide assistance to their organi
zations interested in acquiring new or foreign technology. This assistance 
takes many different forms ranging from setting up of technology infor
mation centers, subsidized feasibility and engineering studies for proj
ects, technical training, and subsidized travel abroad. 

Technology acquisition through international development and bilat
eral technical assistance is often unsatisfactory to the implementing or
ganization. Frequently, the implementing organization, which may be 
either a government department, institution, or state-owned enterprise, 
lacks the capacity for independent search and acquisition. It therer're ac
cepts the donor's technology package as a "gift" without the diagiosis, 
careful planning, and preparation required for it to develop the necessary 
LTC and utilize the acquired technology effectively. In addition to being 
tied to the donors brand of technology and its inherent biases, the imple
menting organization has little or no choice over the selection of the 
executing agency, and the manner in which the technology is packaged, 
installed, and operated. Under these conditions, it is hardly surprising 
that such technology would at best make minimum contributions to the 
development of the LTC, improvements in organizational task perfor
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mance, and utilization of local resources. Perhaps the most useful techni
cal assistance should be the enhancement of the implementing organiza
tion's capacity for independent search and technology acquisition. 

Should an organization in a developing country buy the most mod
ern technology on the market? Although this question requires considera
tion of many substantive and symbolic variables, Figure 6.2 gives a 
framework within which it can be analyzed. The important concern is 
whether or not the latest technology makes the best contribution to the 
performance of the organization's critical operation and strategic manage
ment tasks and whether the implementing organization(s) has the neces
sary LTC for its effective continued utilization. The latest technology from 
industrialized countries is likely to represent a wider gap between the 
technological capacity it needs for its effective utilization and the capacity 
that is locally available to the implementing organization. Technologically 
underdeveloped countries are particularly susceptible to this LTC gap. 

2. Building the Organization's Local Technological Capacity
The first six tasks of technology acquisition, installation, operation, 
maintenance, major repairs, and minor adaptations shown on Figure 6.2 
are contained within an organization and constitute the building blocks of 
the development of the organization's local (internal) technological capac
ity. The implementing agency should, at a minimum, think through these 
six tasks and, with the assistance of the executing agency, develop a plan
of action for their effective continued performance before accepting any 
technology package. Operations, maintenance, service, and repair consti
tute the minimum critical requirements of the LTC for any technology 
package. Yet many organizations in developing countries, especially
those that are technologically underdeveloped, face serious problems in 
meeting these minimum requirements. Consequently, there is consider
able amount of underutilization of technology because these organiza
tions lack the LTC required to operate, maintain, repair, and service the 
new facilities. Experience from many of these organizations has led to the 
conclusion that, if an organization or a country does not have tile capacity 
to operate, maintain, and service a new technology package, it should not 
acquire it no matter how attractive it may otherwise be. After learning 
how to operate and service the equipment, the implementing organiza
tion should base additional technology purchases, modifications, or 
adaptations on its own experience and needs and not on the recommen
dations of foreign experts. It is therefore necessary for the organization to 
document its experiences and lessons from the introduction of new tech
nology. Technology transfer is a continuous learning process. 

The twelve technology transfer tasks outlined in Figure 6.2 have been 
classified as critical operating (C) or strategic management (S) tasks, with 
the implementing organization as the point of reference. Most technology 
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transfer tasks of the internal organization are operational; exceptions are 
acquisition, which is a strategic management task, and aspects of installa
tion of technology, which might be strategic in terms of the organization's 
long-term considerations. Moving up the progression, the tasks become 
more strategic. Export of internally generated technology is a strategic 
management decision because it requires consideration of the organiza
tion's relationships with its environment including its competition, 
clients, and markets. Of course the classification of these tasks as opera
tional or strategic is not absolute, as some operational tasks can take on 
strategic importance, especially in times of crisis. 

Figure 6.2 divides tile technology transfer tasks into four phases: 
(1) organizational; (2) sectorial; (3) national; and (4) regional/international. 
In the sectorial phase, the focus is to build the LTC for a group of organiza
tions constituting a clearly defined policy sector. The policy sector may be 
broadly defined, such as manufacturing, or, better still, it may be nar
rowly focused, such as cotton textiles. The concepts and strategies of inter
organizational coordination (IOC) and collaborative institutional arrange
ments (CIAs) discussed in Chapter Four are also applicable to the building 
of the sectorial LTC. The goal is to develop a network of mutually support
ing organizations whose combined LTC is greater than the sum of their 
individual capacities. 

At the national level, the technological capacity can be concep
tualized differently, as this is likely to vary across policy sectors. Strategies 
aimed at building the national technological capacity should reflect public 
policy priority sectors. For example, if a country is committed to using ag
riculture as its engine of growth, it should mobilize its national resources 
for the development of a national technological capacity appropriate for 
the effective utilization of agricultural technology. This development plan 
should be reflected in its science and technology policy and its allocation 
of resources. 

It is important to realize that technology, which proaises to maxi
mize social benefits such as employment creation, is not necessarily the 
best choice in all situations; other objectives need to be optimized at differ
ent phases and times of the transfer process. Nayar (1983), for example, 
provides a detailed longitudinal study of this complex balancing act for 
India in its quest for technological independence. 

3. Institutional Considerations 
A number of important institutional considerations influence the develop
ment of local technological capacity. Briefly discussed below are four of 
these considerations: (1) the role of government; (2) informal networks; 
(3) organizational incentives; and (4) organizational ownership. 

Most governments in developing countries are actively involved in 
the technology transfer process. They tend, however, to concentrate on 
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that small family-owned firms, drawing from their own experience rather 
than depending on foreign advisors, are more effective in utilizing avail
able technology. These results seem to suggest that the indigenous private 
sector may have a more important role to play in promoting effective trans
fer of technology and developing the LTC than has been realized by most 
developing countries. In international joint ventures, the outside partner 
is expected to contribute to the performance of the venture's critical 
operating tasks, while the local partners, by virtue of their intimate knowl
edge of the local situation, can contribute most effectively to the perfor
mance of the strategic management tasks. In this way, the joint venture 
can develop an effective LTC. 

II. Local Technological Capacity for Critical Operating 
and Strategic Management Tasks 

Building an effective local technological capacity (LTC) through technol
ogy transfer depends on how well the implementing organization per
forms its strategic management tasks (SMATs). Quite often, however, 
these organizations seek technologies to solve specific problems with crit
ical operating tasks (COTs), such as quality control, while their actual need is 
to strengthen strategic management skills. Yet, because quite often op
erational problems are caused by weaknesses in strategic management, 
most of these organizations should develop their strategic management 
skills in order to utilize the new technology effectively for the performance 
of their COTs. 

In a study of the Korean Food Products Ltd., a food canning and pack
aging company with six plants in Seoul and four other cities, Wallender 
found that operational quality control (COTs) problems were caused by 
strategic management problems at the top level. He specifically observed 
that the company's "ability to improve packaging depended to a large ex
tent on the ability to plan ahead. Only through long-range planning could 
the company make the necessary changes in existing facilities, which 
were poorly laid out and severely limited in space, to permit economical 
mechanization and improvements in production methods" (1979:71-72). 

General management skills are necessary for developing an effective 
LTC through technology transfer because they en ble management to de
fine and identify the actual needs for new technology and the appropriate 
procedures by which such technology is to be acquired and utilized effec
tively; to plan appropriate modifications and additions to the organiza
tion's resources; arid to seek more systematic and longer term solutions. 
Emphasizing the importance of a more strategic management approach, 
Wallender once again observed, ". . . those technology transfers that 
combine organization structure changes, personnel motivation, and 
value changes are much more useful than those that deal only with the 
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specific modifications of systems such as production" (1979:100). As 
Wasow (1984) clearly shows for the American insurance subsidiaries in the 
Philippines, Nigeria, and Kenya, however, the strategic management 
tasks are often reserved for the head office. 

Drawing from the results of sixty-seven consulting projects from spe
cific .:-anizations in Brazil, Kenya, Korea, Peru, and Tanzania, Wallender 
(1979, found that a firm's ability to acquire, utilize technology, and build 
an effective LTC depends on its internal characteristics, and its external 
task and general environment. Internal factors include the firm's history
of technology acquisition; present state of task technology and organiza
tion structure; organizational climate including the existence of charisma
tic leadership, a positive organizational myth, labor-management rela
tions, and management's knowledge and attitudes toward technology; 
and the availability of resources such as general management skills, tech
nical personnel, and financial resources. 

External factors affecting the firm's ability to utilize new technology 
depend on the availability of markets for inputs and outputs, external 
competition, environmental turbulence, government action or inaction, 
local technological infrastructure, and the cost and appropriateness of 
technology. 

All these are basically strategic management tasks. The market and 
the demand it creates for new products or services and the existence of 
external competition provide management with the impetus to seek out 
methods to remain competitive. In general, when the organization is 
faced with potential threats from the environment, it increases its man
agerial search behavior. For example, in a study of the Kilimanjaro Textiles 
(KILTEX) of Tanzania, Mytelka (1986) found that external threats, in the 
form of scarcity of foreign exchange to buy necessary imported inputs
such as technology and management know-how, forced the firm to under
take major technological adjustments and transfer the technology to other 
firms in the country. 

Accordingly, the organization's capacity to acquire and utilize new 
technology and to build an effective LTC is intimately related to the effec
tiveness with which it performs its strategic management tasks (SMATs).
The implications are quite clear. Any technology transfer package de
signed to improve the organization's COTs must include programs for en
hancing the organization's SMATs. Executing agencies should be selected 
not on the basis of their ability to supply the hardware, but on their ability
and motivation to enhance the implementing organization's strategic 
management skills. In short, an effective LTC is a function of the organiza
tion's capacity to perform its SMATs, and then its COTs. 

1. Technology Transfer as a Negotiated Transaction 
Technology transfer requires numerous domestic and international 
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negotiations with a wide range of powerful stakeholders both inside and 
outside the implementing organization. These are particularly necessary 
for large or highly interdependent organizations whose behavior affects 
many other organizations, communities, and individuals. Research 
shows that negotiation and conflict management are among the strategic 
management skills lacking or underdeveloped in organizations in de
veloping countries (National Association of Echools of Public Affairs and 
Administration, 1985). Serious problems arise because powerful or influ
ential actors are not involved in the technology transfer process. In ag
riculture, farmers and their community leaders are ignored (Moris, 1981); 
in factories, operators are not consulted; in education, teachers, parents, 
and prospective employers are left out of the decision-making process; 
and in service organizations, the needs of the prospective clients are not 
considered. These problems are particularly prevalent with international 
development projects for which consultations are very circumscribed. 

What are needed are a framework and a method for negotiating tech
nology transfer with as many stakeholders as possible. Pava describes the 
concept of deliberations as "determining the full range of pertinent topics, 
analysing their components and ensuring their examination through a 
series of forums (s'lictured, semistructured, or unstructured) in which 
all the relevant parties present their various perspectives so that optimum 
trade-offs can be achieved" (1983:166). Deliberations can be useful for or
ganizations before the technology transfer process begins because they 
are suited for complex decisions, like technology transfer, which involve 
many interested parties, and many different trade-offs. They provide the 
process and structures for facilitating the participation of all interested 
and affected parties. They can widen the consultation process to bring 
about greater understanding and support for the new technology. It is ob
viously important that negotiation and conflict management skills be part 
of the overall strategic management skills provided to the implementing 
organizations before the technology transfer process begins. 

2. Operational and Strategic Variances for COTs and SMATs 
The effectiveness of the local technological capacity can be determined by 
its contribution to the management of the organiza'ion's operational and 
strategic variances. Variances, derived from sociotechnical systems 
theory, are defined as any deviation in the work flow or production pro
cess from some standard or norm that affects the organization's perfor
mance in terms of quality or quantity of outputs. Key variances, some
times called "super variances" (Davis and Cherns, 1975:278), are those 
with a significant impact on the whole production process or work flow 
effectiveness. Key variances can be operational or strategic. Operational 
key variances are those associated with the performance of the organiza
tion's critical operating tasks, and strategic variances are those that occur 
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as a result of inadequate or unsatisfactory performance of its strategic 
management tasks. 

Figure 6.3 shows the relationships between operational and strategic
key variances, and the effective performance of operating and strategic
management tasks. Effective performance of critical operating tasks re
quires the effective management of operational key variances. This is typ
ically accomplished by manipulation of one or more of the organization
variables listed in Quadrant 2; for example, acquiring new or improving
existing machinery and equipment, improving operational skills and tech
nical know-how through activities such as on-the-job training, enforcing
standard operating procedures, upgrading quality control, streamlining
the organization's work flow, performing regular and preventative main
tenance, repair, and service, and improving shop-floor supervision are 
means by which operating variances and critical operating tasks can be 
effectively performed. These types of interventions, if successful, either
keep the organization in Quadrant 2, or move it from Quadrant 1.They do 
not by themselves, however, contribute directly to the effective perfor
mance of strategic management tasks or elimination of strategic key
variances. 

Figure 6.3 

ORGANIZATIONAL TASKS, OPERATIONAL AND STRATEGIC VARIANCES,
AND THE MANAGEMENT OF TECHNOLOGY TRANSFER 
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The organizational variables through which strategic management 
variances can be controlled are listed in Quadrant 4 of Figure 6.3. They 
include improvements in general and strategic management skills, boun
dary management, environmental scanning, interorganizational coordi
nation, and development of collaborative institutional arrangements. 

In order for the implementing organization to remain in Quadrant 4, 
it must develop its LTC for the effective management of both the opera
tional and strategic key variances by maintaining high levels of perfor
mance of the tasks associated with the variables listed in Quadrants 2 and 
4 The appropriateness of tile choice of technology, the processes by 
which it is transferred, the choice and utilization of the executing agercy, 
and the requirements for internal local technological capacity and external 
interorganizational coordination and collaborative institutional arrange
ments all depend on the quadrant in which the organization is located. 

Like the Sudan Railway Corporation discussed in Chapter Two, the 
Tanzania Railway Corporation and tile Egypt Railway Corporation suffer 
from problems of shortage of spare parts, material, store management, 
and maintenance (Quadrant 1). In order to alleviate these problems, the 
Canadian International Development Agency provides technical assis
tance designed to improve these corporations' performance of those criti
cal operating tasks. Both projects have been extended at least once but, 
unless attention is paid to the overall management of these corporations 
(SMATs), it is expected that chronic shortages of spare parts will persist 
after the technical assistance agreements expire. 

Organizations in developing countries can use the concepts of inter
national interorganizational coordination (IOC) and collaborative institu
tional arrangements (CIAs) to improve the management of the technol
ogy transfer process, and to expedite the development of their own local 
technological capacity. Dahlman, Rose-Larson, and Westphal (1985) give 
several examples of successful applications of these concept,- For ex
ample, during construction of their first large shipyard, the Koreans sent 
50 workers to a shipyard in Scotland. Thirty months later they were able 
to produce their first world-class tanker. Brazil sent many technical per
sonnel for training at a petrochemical plant in France; this enabled the 
local plant to produce Lip to capacity much faster than would otherwise 
have been the case. According to Dahlman and his colleagues, a Mexican 
firm producing steel cable, discovering a market for its products in the oil 
wells, entered into a collaborative institutional arrangement with Krupp 
of West Germany. Krupp agreed to do the preliminary fabricating work 
for the Mexican firm's logging steel cable. The Mexican firm then perfected 
the production process and set up subsidiarie,' in the United States and 
Canada to compete with the only two world producers. Without the col
laborative institutional arrangement with fhe German firm, the Mexican 
firm would have taken much longer to develop t'ie necessary local techno
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logical capacity for technology export (see Figure 6.2). In transferring 
mass merchandizing in Peru and Mexico, Sears, Roebuck and Company
of the United States facilitated international collaborative arrangements
with the local appliance manufacturers in order to enhance their LTC up 
to Sears' product standards (Truitt, 1984).

Use of international interorganizational coordination and collabora
tive institutional arrangements is not limited to developing countries 
only. Members of NATO and the OECD have well-developed formal and 
informal arrangements for technology transfer. Canada, one of the small
est members of these organizations, spends millions of dollars facilitating
technology exchange. Its technology inflow program (TIP) alone costs 
more than $12 million over four years. It is designed to assist businesses 
interested in importing new technology into Canada. Japan is known for 
using similar structural arrangements to facilitate technology transfer and 
the development of a local technological capacity. In his book about multi
divisional forms of organization, Ouchi (1984) describes how, in the 1970s,
the big six Japanese electronic firms and the go ernment of Japan through
MITI used collaborative institutional arrangements and created a joint lab
oratory facility to do research on VLSI (Very Large Systems Integration) in 
order to be able to compete with IBM and other American companies. De
veloping countries can use the concepts of interorganizational coordina
tion and collaborative institutional arrangements locallv, nationally, re
gionally, or internationally to improve the management of the technology
transfer process and to expedite the development of the local technologi
cal capacity. 

IV. Special Considerations in Technology Transfer 

Developing countries are characterized by diversity, dualism, contradic
tions, and contrasts. These differences give rise to special considerations 
that must be examined for a more comprehensive understanding of the 
technology transfer process and the challenges and prospects of building 
an effective LTC. These special considerations arise as a result of a wide 
range of factors including: (1) the nature and sectorial composition of an 
industrial organization in the economy, including the role of agriculture, 
government, industry, and the informal sector, and the relatively small
size of the indigenous private sector; (2) the cultural milieu of the country
including the history, ethnic and racial composition, sociopolitical be
havior, and institutional development; and (3) the national character in 
terms of both social and demographic attributes, and geographic charac
teristics. This section briefly discusses the relevancy of the special consid
erations for the transfer of technology, knowledge, skills and expertise
for: (1)small-scale enterprises (SSEs); (2) agricultural extension services; 
and (3)small and island states. 



213 Transferof Technology, Knowledge, and Expertise 

1. Small-Scale Enterprises 
Most developing countries have dualistic technological systems made up 
of the modern and the informal or traditional sectors. The modern sector 
tends to be highly sophisticated, complex, prestigious, and expensive 
and uses more advanced technology. Its operations run on a larger scale, 
and need a relatively high level of technological capacity to operate, ser
vice, and maintain. The informal sector to which the SSEs belong, on the 
other hand, is small by way of employment (1-50 employees), and uses 
simpler technology, scrap, or unusable materials from the modern sector. 
It uses mostly local materials, has a very low ratio of capital investment 
per job, needs limited technological capacity, and has very limited con
tacts with foreign technology suppliers. Small-scale enterprises (SSEs) 
also have very limited access to modern facilities and qervices such a-; lec
tricity, credit, government services, and modern sector technological and 
managerial know-how. The SSE sector is sometimes defined in terms of 
the hostility or lack of support and collaborative institutional arrange
ments it suffers from other sectors of the economy. For example, in a re
cent World Bank report, Page and Steel define small-scale enterprises as 
those ". . . engaged in activities involving barriers to entry in the form of 
human or physical capital that do not have ready access to institu
tionalized credit and incentives without special assistance" (1980:13). 

Yet, SSEs play a very significant role in the economies of medium
and low-income developing countries (Steel and Evans, 1984). Table 6.1 
gives the figures for the relative contribution of large-scale and small-scale 
enterprises to manufacturing employment in seven low-income develop
ing countries. The figures show that SSEs contribute more than 50 percent 
of total manufacturing employment for all the countries except Egypt. For 

Table 6.1 

LARGE- AND SMALL-SCALE ENTERPRISES' SHARE OF MANUFACTURING EMPLOYMENT 
(Percentages) 

Size (number Tanzania Ghana Egypt Kenya Nigeria Ethiopia Sierra Leone 
of workers) 1967 1970 1966/ 1969 1972 1971 1974
 

1967
 

Large scale 37.4 15.0 64.0 41.0 14.5 17.3 

(50 or more)
 

Small scale 62.6 85.0 36.0 58.9 85.5 82.7 95.6
 
lunder 50)
 

SOURCE: 	 John M. Page, Jr.,and William F.Steel, Small Enterprise Development: Economic Issuesfrom African
 
Experience, Washington D.C.: World Bank Technical Paper Number 26, 1984, Annex I, p. 42.
 

4.4 
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Sierra Leone, the contribution of SSEs to total manufactuiing employ
ment was over 95 percent in 1974. SSEs, according to the World Bank re
port, contribute more than half of the industrial output in Botswana and 
Burundi, and 8.2 percent and 4.6 percent of GNP, respectively. These fig
ures show the significance of the small-scale enterprises and point to tile 
need to provide appropriate technology to these enterprises and to utilize 
the sector more effectively as part of a national development strategy for 
employment, production, and more equitable distribution of technologi
cal opportunities. 

There are several important considerations for technology transfer to 
the small-scale enterprises. First, there is an increasing trend for techno
logical displacements whereby the simpler local technology suitable for 
small-scale enterprises is being replaced by more complex imported tech
nology. For example, in Kenya, traditional roller mills for maize grinding 
are being replaced by imported modern maize mills. In Tanzania, automa
tic continuous baking is rapidly replacing simpler traditional baking more 
in tune with the local technological know-how. This kind of technological 
displacement raises the required LTC and isolates the small-scale 
enterprises. 

Second, there is technological duality without collaboration. Quite
often the duality exists within the same or similar industries such as 
timber harvesting and woodworking and furniture making; automatic 
bakeries and small-scale batch bakeries using wood stoves; automatic 
food processing and packaging cans and slow-speed, locally designed
and manufactured ones; and automatic shoe making and handmade 
shoes. In spite of this dualism, there is little or no contact or exchange of 
ideas, know-how, goods, or services between the modern se,.tor and the 
informal sector even within the same industry. Because of th _lack of con
tacts or collaborative institutional arIingements between the two sectors,
the SSEs cannot take maximum advantage of the LTC developed by imple
menting organizations within the modern sector. Moreover, the modern 
sector organizations cannot produce technological adaptations or innova
tions suitable for the SSEs in the informal sector. 

Third, there is little or no contact or direct linkage between the pro
duction organizations such as the individual enterprises, and the non
production organizations such as research institutes and government
agencies monitoring technology transfer. The large enterprises tend to 
look down upon domestic suppliers of technological know-how in favor 
of foreign suppliers, while the entrepreneurs of the small-scale enter
prises do not see the relevancy of these organizations to their pressing im
mediate problems, which often manifest themselves as operational key 
variances. 

A final consideration is that most small-scale enterprises, owned and 
operated as sole proprietorships or family businesses, are o'ite conserva
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tive and slow to change or adopt new forms of technology. They prefer to 
move at their own cautious, calculated, slow, and sure pace rather than to 
rush on to new technological bandwagons. This philosophy contrasts 
with that of the modern sector enterprises, especially the state-owned en
terprises that actively seek out the most advanced technology the world 
can offer. 

These considerations seriously inhibit the development of mutually 
supportive and beneficial technological interdependence between the 
two sectors. Yet, experience shows that, in the more technologically ad
vanced developing countries, this interdependence is actively promoted. 
For example, according to Cooper (1980), local small-scale machine mak
ers in Thailand supply components of can-making plants to modern sec
tor multinational corporations. The International Rice Research Institute 
in Manila and the Central Leather Research Institute in Madras are two 
research institutes with a reputation for successful facilitation of technol
ogy transfer to the small-scale enterprises of their respective sectors. 

Integration of the Formal and Informal Sectors for Technology 
Transfer. There is a need to break down the communication barriers be
tween the two technological solitudes in order to develop an integrated 
local technological capacity made up of tile relevant organizations from 
the formal and informal sectors, and the production and nonproduction 
organizations. 

Figure 6.4 provides a conceptual framework for the development of 
the interorganizational coordinating mechanisms, and collaborative in
stitutional arrangements through which effective technology transfer can 
be facilitated between the two sectors. There are four direct linkages be
tween the formal and informal sectors. Tile primary or most important 
linkages are those with the formal sector implementing agency, a produc
tion organization; the local or national institutions for research, training, 
consulting, and education; and a proposed new government agency for 
promoting developments in the informal sector. The informal sector, 
made up of very small individual enterprises or production units, may 
need to be organized into a larger collectivity such as an association or 
cooperative that would democratically represent the individual and col
lective interests of the small-scale enterprises outside the informal sector. 
Individual small business enterprises can make direct contacts or rep
resentations to other organizations in the formal sector if they have the 
need and capacity to do so. 

Figure 6.4 also shows that the production and nonproduction organi
zations would be, under the proposed framework, directly linked with 
one another. The formal sector implementing organization would be di
rectly linked with the relevant government agencies for monitoring the 
technology transfer process, and the research, training, and educational 
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Figure 6.4 

A FRAMEWORK FOR THE EFFECTIVE TRANSFER OF TECHNOLOGY BETWEEN THE 
FORMAL AND INFORMAL SECTORS 
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institutions for enhancing the organization's LTC. These linkages together 
would enhance mutual understanding, respect, and perceived relevance 
among the participating organizations. They would particularly deal with 
the common problem in developing countries that the implementing or
ganizations have little regard and respect for the local research, training, 
and educational institutions. 

The framework illustrated in Figure 6.4 also shows that the informal 
sector can take advantage of the services offered by foreign organizations 
such as the executing agency through its contacts with the implementing 
organization and other formal sector agencies and institutions. These col
laborative institutional arrangements would reduce the time lag between 
the time technology as acquired by the formal sector, and its availability in 
usable form by the small-scale enterprises in the informal sector. 

In some cases, the informal sector performs its COTs more efficiently 
than does the modern sector. For example, in Kenya and Bangladesh, the 
small private transport operators have lower operating costs th,;n the 
larger national transport companies. What these operators lack and need 
most is some basic strategic management (SMATs) skills that will enable 
them to improve the management of their businesses including effective 
use of new technology. The framework outlined in Figure 6.4 can facilitate 
this. 

2. Agricultural Extension Services 
Extension services are common in a wide range of social and economic 
services such as agriculture, education, health, small business, and com
munity and rural development. From an organizational perspective, the 
purpose of extension service organizations is to develop a relatively per
manent, efficient, and cost-effective organizational delivery system link
ing producers or providers of techniques, knowledge, or skills with the 
potential users. It is an effective organizational arrangement for transfer
ring technology and for building an effective LTC within the informal 
underorganized sector in which production or service delivery takes 
place. Common among these is the Training and Visit (T&V) system de
veloped by Benor and Harrison in the 1970s and popularized by the World 
Bank, which has been modified and is now used in over forty countries in 
Asia and Africa (e.g., India, Thailand, Kenya). It is a highly structured or
ganizational arrangement that links farmers in the informal sector with 
the research and agricultural management organizations (e.g., the Minis
try of Agriculture) in the formal sector. 

The structure provides the mechanism for effective communication 
and practical problem solving between the farmers, extension personnel, 
researchers, and the ministry of agriculture. These collaborative institu
tional arrangements (CIAs) promote effective links and interaction among 
the participating organizations through "regular training sessions and 
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workshops for extension and research personnel, joint participation in 
planning each season's extension and adaptive and applied research ac
tivities, shared responsibility for farm trials, joint field trips to review spe
cific crop problems and to obtain a better idea of actual production condi
tions, and visits by extension staff to research stations" (Denor et al.,
1984:32). These practices are facilitative of effective technology transfer and 
the development of appropriate LTC consistent with the farmers' needs 
and sophistry. They can be useful in negotiating and managing the rela
tionships and the technology transfer process between the executing 
agency and the implementing organization discussed above in Figure 6.1. 

The organization of the extension service is designed to ensure that 
the village extension workers, the most important contact persons with 
the farmers, "are making scheduled regular visits to farmers, choosing 
proper extension workers, and are being well trained" (Benor, Harrison, 
and Baxter, 1984:25). It concentrates on building an LTC for the effective 
performance of the farmers' critical operating tasks (e.g., cropping, irriga
tion), while the top echelon of the extension organization (e.g., Director 
of Extension) takes primary responsibility for most of the farmers' 
strategic management skills. A recent World Bank Report (1983) explains
the success of the T&V system in terms of its exclusive concentra ion on 
only extension functions (specialization), simplicity, regularity, and com
munication. These are of the attributes of successfulsome industrial 
organizations. 

The organizing concepts and practices of the T&V system, which are 
consistent with the principles of modern management, can be general
ized to other similar situations where there is a need for technology trans
fer, the strengthening of existing organizational arrangements, and the 
building of appropriate LTC for the effective performance of the relevant 
organizations' critical operating and strategic management tasks. 

3. Small and Island States 
Small and island states are part of a larger group of about 100 developing
countries and territories whose unique characteristics give rise to the need 
for special considerations, not only for technology transfer, but also for 
other aspects of development administration. These unique characteris
tics, which include small island, multi-island, and land-locked states, are 
particularly common, though by no means limited, to the developing re
gions of the world. Various international organizations such as the World 
Bank's Group of Twenty-Four (1982), the IMF, the United Nations Confer
ence on Trade and Development (UNCTAD), and the Commonwealth 
(1986) have all shown keen interest in the problems of small and island 
states because a large number of their members share these character.s
tics. For example, of the 49 Commonwealth member statcs, 27, or over 55 
percent, have an individual population of under one million. 
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The interest in small and island states stems from the assumption that 
these experience unique organizational and management problems that 
require special consideration and attention. For example, in 1981 the Inter
national Association of Schools and Institutes of Administration (IASIA) 
established a working group with representatives from the Caribbean and 
Pacific basins where most small and island states are located. The purpose 
of the working group was to study the administrative problems facing 
these states. After several years of study and discussion, the group con
cluded that "the administrative and management problems of these small 
states were in many respects unique and different from those of larger 
countries" (Schaeffer, 1985:23). Other researchers have come to the same 
or similar conclusions (e.g., Jalan, 1982; The Commonwealth, 1986); how
ever, some scholars (e.g., Srinivasan, 1986) doubt the uniqueness of the 
problems of small and island states. 

Although discussions of problems of small and island states cover a 
wide range of administrative issues such as public management, decen
tralization, and human resource management, the discussion here is lim
ited to an examination of the possible effects of these problems on the abil
ity of the state and its constituent organizanuns, both private and public, 
to develop and sustain an effective local technological capacity for effec
tive acquisition and utilization of technology. The discussions begin with 
the definition and scope of. .nall and island states and focus on the effects 
of their unique problems on the transfer of technology, knowledge, and 
expertise. 

The four measures used most commonly to determine the smallness 
of a country are total population, surface area, gross national product, and 
market size. Of these, population is the simplest and most commonly 
used and attempts made to develop a composite measure of smallness 
made up of these measures have met with conceptual and methodological 
difficulties (Jalan, 1982). It is generally accepted that small countries are 
those with a population of five million or less, and mini-states or micro
states are those with a population of less than one million. An important 
consideration in the precise definition of smallness is the generally ac
cepted hypothesis that there is a critical minimum size of economies in 
terms of employment or population and investment or level of income 
below which a country cannot maintain a positiv- rate of growth in labor 
productivity, especially in the manufacturing sector. 

Over one-half of the world's countries are either small or very small. 
From a total of 189 countries, Srinivasan (1986) found that 67 were very 
small (1.5 million or less), and 33 were small, giving a percentage of almost 
53 percent. Out of 62 island economies, almost 84 percent are either very 
small (46) or small (6). The figures also show that out of a total of 26 land
locked economies, 42 percent of them are either small (6) or very small (5). 
These figures show that a significant number of countries are disadvan
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taged either by size or island status, or by being landlocked--each of
which creates conditions that inhibit economic development and effective
acquisition and utilization of technology. For example, of the 36 least de
veloped countries ol the United Nations list, 21 (58 percent) are either 
small or very small. 

All small and island states are not necessarily poor or underde
veloped. Table 6.2 gives a list of UN/World Bank member states with a
population of less than one million. The table shows wide variations in
cconomic and social development indicators for these mini-states ranging
from the poor countries with GNP per capita of less than $410 U.S. to the 
very rich ones with GNP per capita of over $10,000 and life expectancy of 
over 65 years. However, excluding oil exporting ant European states, 
most of the mini-states are relatively poor. 

Problems and Their Effects on Technology Transfer. From the point
of view of economics, the most important problem facing small states is 
one of small economies Of scale. Small and high cost production systems
make it difficult for organizations in small and island states to utilize
foreign technology efficiently because such technology is predicated on 
large size, high volume, and low unit costs. Lall and Ghosh (1982) point
out that size affects the development of a local technological capacity be
cause of the lack of a domestic industrial and marketing base necessary
for effective acquisition and utilization of technology. Helleiner (1982), in 
an empirical balance of payments comparative study of small, medium 
(5-10 million), and large (over 10 million) developing countries, found that 
population smallness imposes high costs of information and manage
ment systems, lower returns on these countries' reserves, and high costs 
of acquiring foreign capital. 

A second problem facing small and island states is one of concentra
tion. These economies are concentrated in four important aspects: (1) high
ratio of foreign trade to national income; (2) a high degree of concentration 
on a few export products or services; (3) a high degree of concentration of 
a few countries to which exports are sold; and (4) a high degree of concen
tration on a few commodities imported from only a few sources. These 
problems cause financial and operational problems for small states in their 
quest for foreign capital. In addition to foreign exchange problems result
ing from a small, highly vulnerable export base, there are difficulties in 
maintaining a wide range of machinery where there is a very small
.;amber of each type. As Benedict (1967) points out, these problems, plus
the problems of training and staffing necessary to run these machinery,
impose limitations and delays on the effective utilization of technology in 
small states. Few of the organizations in these states can afford to keep
stocks of extra spare parts for all the machines they need. 

These problems suggest the need for organizations in small and is
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Table 6.2
 

SELECTED VERY SMALL AND ISLAND STATES WITH A POPULATION OF LESS THAN ONE MILLION
 

Area Life
Population (thousands of GN P per Capita Expectance
(thousands) square Dollars AAGR, % at Birth

Country mid-1983 kilometers) 1983 1975-83 1983 

Guinea-Bissau 863 36 180 - 38 
Gambia, The 697 11 290 1.4 36 
Sao Tome and Principe 103 1 310 -1.3 65 
Cape Verde 315 4 520 0.5 69 
Guyana 802 215 520 0.5 69 
Solomon Island 254 28 640 - 57 
Grenada 92 (.1 840 0.9 69 
St.Vincent and the 

Grenadines 102 (.) 860 1.8 69 
Swazilano 705 17 870 2.6 55 
Botswana 998 600 920 8.5 61 
St.Christopher

and Nevis 46 (.1 950 2.4 63 
Dominica 81 1 980 -0.4 
St.Lucia 125 1 1,060 3.1 69 
Belize 153 23 1,140 3.6 66 
Mauritius 993 2 1,160 2.8 67 
Antigua and Bermuda 78 (.) 1,710 -0.4 
Fill 670 18 1,790 3.4 68
Seychelles 65 (.) 2,400 3.4 -
Surinam 374 163 3,420 4.5 65 
Malta 360 (. 3,490 8.7 73 
Cyprus 655 9 3,680 5.5 75 
Gabon f)5 268 3,950 3.2 50 
Barbados 253 (.) 4,050 3.8 72 
Bahamas 222 14 4,060 -1.8 69 
Iceland 237 103 10,260 2.6 77 
Bahrain 391 1 10,610 - 69 
Luxemburg 365 3 14,650 3.9 73 
Brunei 209 6 21,140 - -
Qatar 281 11 21,210 -7.0 72 
Comoros 368 2 21,210 -0.6 48 
Djibouti 399 22 - -3.6 50 
Equatorial Guinea 359 28 44 
Maldives 168 1.) - - 47 
Vanuata 127 15 55 
Western Samoa 161 3 65 

SOURCE: Adapted from the World Bank, World Development Report 1985, p. 232.
 
NOTE: AAGR = Average Annual Growth Rate. (.) means less than one thousand square kilometers.
 

- signifies data not available. Some of the data are for periods other than specified and therefore the reader 
is encouraged to consult the original source. 
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land states to pull their resources together in managing their interdepen
dencies with the rest of the world. In the example given above, if all utility
companies were to get together and approach several world producers of
the small generators to make modifications to their technology to suit 
small and island economic and operational conditions, they would be 
more likely to succeed than if they did it individually. Regional organiza
tions like the Organization of Eastern Caribbean States (OECS), made up
of seven small, relatively poor island states, can be used to promote and 
facilitate international collaborative institutional arrangements that bene
fit the national organizations of their members. 

A third problem most small and island states face is one of human re
source development and utilization. These countries typically have very lim
ited opportunities for education, training, and employment. It is very
costly for each small state to train its own experts. The more ambitious 
nationals leave for training and employment opportunities elsewhere, 
forcing the state to hire foreign experts from abroad who must be paid
world market wages. The small nature of the production system also 
limits the opportunities and effectiveness with which specialists can be 
utilized. These problems create shortages of technical and managerial
skills both of which are necessary for the development of an effective local 
technological capacity. 

Although large developing countries such as India, Nigeria, and 
Egypt have suffered from prolonged brain drains, it is the smaller states 
such as Jamaica and other Caribbean Island states that are more affected 
proportionately by emigration. Emigration affects the demographic com
position of the population and causes sociological problems, as young 
men and women leave and go to work elsewhere, leaving their families 
behind to fend for themselves. Dependency on outsiders for jobs, mar
kets, technology, capital, and expertise creates a national psychological
dependency that perpetuates for these states an image of a "bedroom 
community" or "playground." Such an image is not good for the confi
dence, pride, and self-esteem necessary for the development of an effec
tive, independent, and relevant local technological capacity.

Proportionately high administrativecosts constitute the fourth problem
facing small and island states. Establishing and maintaining a full public
service with economic, social, security, diplomatic, and administrative 
functions is costly because of the small size of the population. Moreover, 
as Benedict (1967) argues, smallness creates overlapping roles so that indi
vidual citizens are tied to each other in many ways. Thus, on a small is
land, almost everyone knows everyone else. Familiarism and particular
ism do not prn,mote organizational rationality and impartiality. Western 
technology has built-in assumptions of rationality, universality, impartial
ity, objectivity, and separation of personal and official transactions 
(Brunsson, 1985). In small and island states, familiarism creates conditions 
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under which organizational decision making and resource allocation are 
dictated by considerations of affiliation and appeasement rather than by 
objective analysis of organizational needs and task conditions. These may 
compromise the development of an effective local technological capacity 
drawing from Western technology and management. Foreign executing 
agencies can play a very significant role in working with the local imple
menting agency to reduce dysfunctional consequences of familiarism and 
to build organization and management systems that promote more objec
tive management and utilization of personnel and other organizational 
resources. 

Small and island states also suffer from their own naturaland physical 
characteristics. Most of these states are located in the "ring of fire," mak; og 
them susceptible to natural cisasters such as earthquakes, volcanic erup
tions, hurricanes, cyclones, and floods. Defense against natural disasters 
is expensive for any country, let alone the small or island states. Yet, when 
they occur, they cause massive costly destruction in property and lives. 
Moreover, many of these states are in remote locations long distances 
away from tile world business centers. Consequently, transport, espe
cially air and shipping, and external communications are expensive. 
Under these conditions, small and island states find it difficult to compete 
with larger states in attracting foreign technology at reasonable prices and 
to develop an effective local technological capacity for tile acquisition and 
domestic utilization of the technology. 

Some small and island states such as Singapore and Hong Kong have 
managed to overcome these problems and have developed an effective 
local technological capacity and a sustainable industrial base. In addition 
to having a well-defined domestic technological infrastructure, these 
countries and their respective organizations spend considerable re
sources developing and nurturing contacts with the rest of the world. This 
experience seems to suggest that small and island states can overcome 
most of their unique organization and management problems by estab
lishing effective working relationships with other organizations both 
domestically and internationally. According to Benedict, "solutions to 
many of these problems may be sought in the combination of small coun
tries through regional and international agreements to hclp their exports 
and pool their services" (1967:3). Lall and Gosh (1982) also suggest that 
small states should use multinational corporations more effectively to de
velop interorganizational coordinating mechanisms and institutional col
laborative arrangements in order to manage their disadvantages and to 
develop the appropriate local technological capacity. 

Organizations in small and island states can overcome their manage
ment problems through creative applications of interorganizational coor
dination (IOC) and collaborative institutional arrangements (CIAs). For 
example, domestically, local employers can develop joint human resource 
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management programs alleviate andto staff shortages poor use of 
specialists. They can also join hands in undertaking preacquisition inves
tigations before making decisions about what technology to buy, where 
to buy it from, and which organizations to use as executing agencies. Re
gional and international collaborative institutional arrangements are the 
most effective ways of addressing most of the problems and vulnerability
of small states. A recent Commonwealth (1986) report has provided sev
eral examples of how these might be established in areas of economics,
security, and diplomacy. International development agencies can play an 
important role in fostering these collaborative institutional arrangements.
For example, the Canadian International Development Agency (1986) is 
currently spending over $75 million on the Caribbean Airports Program
(CAP) to upgrade operational safety and physical maintenance of twenty
two airports in thirteen Commonwealth Caribbean countries. It is ex
pected that the program will provide a framework for a more permanent
collaborative institutional arrangement for airports managements for 
these small and island states. In 1987, the Commonwealth Fund for Tech
nical Co-operation and the Canadian International Development Agency, 
as part of the Commonwealth Heads of Government Meeting in Van
couver, funded and organized a six-day Commonwealth Small States Ex
position in both Toronto and Vancouver in which thirty-one Common
wealth countries participated to promote trade, investment, and tourism. 
It is by means of international collabor'ative institutional arrangements 
such as these that small and island states can overcome their natural dis
advantages, access world technology and markets, and build effective 
local technological capacities appropriate to the unique character and 
needs of their organizations' critical operating and strategic management 
tasks. 

Technology Transfer as a Continuing Learning Process. Learning is 
a relatively permanent change in behavior that occurs as a result of experi
ence. Learning, at the level of the individual operator or manager, the 
small workgroup, the organization and its stakeholders, or the country
and its constituent communities and institutions, is a continuing integral 
part of the entire process of technology transfer and the building of effec
tive local technological capacities. Without learning, there can be no 
development. 

Both organization science and development administration provide
various social learning models potentially applicable to the technology 
transfer process. These include the Skinnerian organizational behavior 
modification (OB Mod.) model (Luthans and Kreitner, 1975); Kolb's (1974)
model of adult learning vased on individual differences in learning styles;
the social learning paradigm (Korten, 1980; Gran, 1983; Thomas, 1983) 



225 Transfer ofTechnology, Knowledge, and Expertise 

that emphasizes a participative social learning process for project design 
and implementation by all stakeholders rather than the "blueprint" pre
planned, top-down hierarchical approach; Argyris and Schon's (1978) 
double-loop learning model that emphasizes the organization's sustained 
capacity to detect and correct crors; and Ihe on-the-job training (OJT) 
model. These models are mutually reinforcing and share common con
cepts and ideology. They view learning as a continuous participative so
cial process in which the trainees play an active or a proactive rather than 
a passive role. They emphasize the importance of trainee participation, 
participative goal setting, giving and receiving of feedback, and proper 
motivation and incentives. They accent the need for localized training 
based on the trainec's sociocultural and technological environment and 
indigenous knowledge systems, and job-related training based on the or
ganization's current and future task (COTs, SMATs) requirements. They 
view training not only as cognitive learning, but also, and perhaps more 
importantly, as an experiential process designed to change attitudes, 
work values, belief systems, and work habits. 

Argyris' double-loop learning model, Korten's participative learning 
process approach, the Skinnerian model, and Pava's concept of delibera
tions provide useful concepts and methods for facilitating the develop
ment of effective learning systems for technology transfer training. The 
double-loop learning model provides the ultimate criteria for the learning 
process because it "occurs when error is detected and corrected in ways 
that involve the modification of an organization's underlying norms, 
policies and objectives" (Argyris and Schon, 1978:3). Korten's approach 
provides for the broad-based participative bottom-up process by which 
lower level participants are involved and committed. Pava's ccncept of de
liberations provides the mechanisms for bringing together different stake
holders for unstructured learning characteristic of the complex strategic 
management tasks. The on-the-job training emphasizes the practical 
hands-on experience so necessary for both critical operating and strategic 
management tasks, and the Skinnerian model provides the motivation 
and incentives for the trainees to acquire new skills and use them on a 
continuing basis for solving their COTs and SMATs work problems. 

Organizations, however, tend to inhibit the creation of effective learn
ing systems because of the risks involved in questioning the validity of 
operating norms, policies, objectives, and established cause-effect as
sumptions. The development of effective learning systems depends on 
the existence of valid and reliable information, free and informed choice, 
genuine participation by the stakeholders, commitment to their choices, 
and a benign and facilitative environment. Information about alternative 
technologies, potential executing and implementing agencies, the host 
country's local technological capacities, and changing government policies 
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is expensive to collect and analyze in terms of money, time, and person
nel. Consequently, most technology transfer decisions are made with in
valid or incomplete information. 

Choices of technology are rarely free and informed. To the extent that 
they are based on satisfying decisions (March and Simon, 1958) and in
complete information, they cannot be truly informed. When an imple
menting agency has to buy at least 80 percent of the "soft" and "hard" 
technology from the donor country, it loses that percentage of freedom. 
Investing in effective learning systems and collaborative information ex
change among the implementing agencies can help regain some of the 
lost freedom. 

The application and limitations of various training methods for devel
oping countries have been discussed by Kerrigan and Luke (1987). Table 
6.3 summarizes the rated effectiveness of fifteen selected technology
transfer training methods for critical operating (COTs) and strategic man
agement (SMATs) jobs. The table shows that the methods most effective 
for one type of tasks are not necessarily those effective for the other. Apart
from on-the-job training, which is potentially effective for both types of 
jobs, the more mechanical or automated methods such as computer-

Table 6.3 

SELECTED TECHNOLOGY TRANSFER TRAINING METHODS AND
 
THEIR EFFECTIVENESS FOR COTs AND SMATs
 

Effectiveness for:
 
Method 
 COTs SMATs 

1. On-the-job Training H H 
2. Apprenticeship Training H L 
3. Job Rotation H M 
4. Lecture M L-M 
5. Audiovisual Techniques H L-M 
6. Computer-assisted Instruction H L 
7. Equipment Simulators H L
8. Programmed Instruction M L-M 
9. Business Games L M 

10. Role Playing L H 
11. Case Study Method L H 
12. Coaching L H 
13. Correspondence School M L
14. Overseas Study Tours M-H L 
15. Employee Orientation and Socialization L-M M-H 

Note: COTs = Critical Operating Tasks; SMATs = Strategic Management Tasks. 
H = High, M= Medium, L= Low indicating the extent to which the training method is 
effective (H), or ineffective (L)for either the COTs or the SMATs. 
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assisted instruction (CAl) and equipment simulators are more effective for 
COTs, whereas the training for SMATs is accomplished more effectively 
by use of labor-ink nsive methods such as case studies, and role playing, 
which also require experienced trainers in clinical or interpersonal skills. 

On-the-job training, when properly planned and combined with 
other on-site and off-site training methods, can be effective for both COTs 
and SMATs. Lack of knowledgeable, experienced, and motivated local 
trainers (employees) can limit the effectiveness of on-the-job training. 
When the expatriates are used as trainers, they can be effective as training 
operators for COTs but are limited as trainers for SMATs because of their 
lack of intimate knowledge of the local organizational environment. A re
cent USAID evaluation of 277 agricultural projects in Africa found that for
mal training was the principal type of organizational enhancement, 
whereas on-the-job training was important in only 19 percent of the cases 
(Rosenthal et al., 1986). Kerrigan and Luke have concluded that on-the-job 
training "has significant unrealized potential for developing managerial 
talent" (1987:97) for organizations in developing countries. 

Summary 

In summary, the real test of effective technology transfer is the extent to 
which it enables the implementing organization to build a sustainable 
local technological capacity supported by an effective learning system. 
That is, the implementing and the executing agencies engage in continu
ing learning and exchange of information. Technology transfer training 
should focus on enhancing the implementing agency's capacity to per
form its current and future COTs and SMATs. The models presented in 
the final section of this chapter can facilitate the building of an effective 
learning system, and the training methods outlined in Figure 6.4 can pro
vide a basis for informed decision about the design and implementation 
of the necessary training and learning, depending on whether the focus is 
on the critical operating or on the strategic management tasks. 

The chapter has described a process model of international technol
ogy transfer involving all participating organizations in tile technology 
exporting and importing countries. It emphasizes the importance of effec
tive technological capacity (LTC). It links technology transfer and the ex
istence of LTC to the efficient and effective performance of the implement
ing organization's critical operating and strategic management tasks. It 
also supports the conceptualization of technology transfer as a negotiated 
transaction involving participative deliberations among stakeholders in
side and outside the implementing organizations. 

The chapter has ended with a discussion of technology transfer 
under the three special considerations of small-scale enterprises (SSEs), 
extension services in agriculture, and small and island states. 



CHAPTER 7 

Decentralization 

This chapter discusses the complex and often misunderstood centralization
decentralization concept in the management oi organizations drawing on 
the literature from both development administration and organization sci
ence. It is divided into three sections. The first section defines the concept 
of decentralization and reviews its different meanings. The second dis
cusses decentralization within the context of organizational critical oper
ating tasks (COTs) and strategic management tasks (SMATs). It includes 
decentralization within and among organizations, dimensions and con
tingencies of decentralization, forces for and against decentralization 
including international pressures, decentralization and state-owned 
enterprises, and decentralization of service delivery systems in underor
ganized or isolated communities. The chapter ends with a discussion of 
the assessment and implementation of decentralization. 

I. What Is Decentralization? 

A lot of attention is being paid to decentralization in the management of 
organizations in developing countries, especially in the area of public 
management improvement. At the same time, the literature shows confu
sion as to the meaning and purpose of decentralization. Decentralization 
(or centralization) is not a unitary concept but a shorthand for various 
forms of structural arrangements by which power and other organization 
resources are distributed to facilitate the efficient and effective perfor
mance and coordination of the organization's critical operating and stra
tegic management tasks. 

The definition of decentralization expressed by Cheema and Rondi
nelli is typical of the development administration literature. They define 
decentralization to mean the "transfer of planning, decision making, or 
administrative authority from the central government to its field organiza
tions, local administrative units, semi-autonomous and parastatal organi
zations, local governments, or non-government organizations" (1983:18). 
This definition covers a wide range of macro- and micro-level structural 
arrangements including intraorganizational and interorganizational forms 
of decentralization. It also emphasizes the transfer of power associated 
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with strategic management rather than operating tasks. 
Cheema and Rondinelli's definition illustrates other important as

pects of decentralization. For example, they do not consider the question 
of decentralization or centralization within either the central government, 
or each of the local government units. As several researchers have shown 
in parastatal organizations (Sarkar, 1984) local administration (Griffin, 
1981), and organizations in general (Mintzberg, 1983), merely transferring 
administrative authority to lower level organizational units does not by 
itself constitute decentralization or increased participation by members or 
stakeholders of the organization. Moreover, if a central government 
agency sends some of its professional or technical staff to local govern
ment organizations, it does not necessarily constitute decentralization, 
and could even enhance central government control and influence over 
local authorities and the way they perform their tasks. 

Representing the organization science literature, Mintzberg defines 
decentralization in terms of decision making and power distribution 
when he writes: "When all the power for decision making rests at a single 
point in tha organization-ultimately in the hands of one person-we 
shall call the structure centralized; to the extent that the power is dis
persed among many people, we shall call the structure decentralized" 
(1983:95). He focuses on intraorganizational decentralization, pushing de
cision making and control systems to the lowest possible levels within the 
same organization. It relates to strategic management tasks although 
operating tasks are easier to decentralize (Child, 1984). The centralization
decentralization process also involves trade-offs that management must 
make in the light of the organization's own internal attributes such as size, 
dispersal, technical complexity, resource availability, and information pro
cessing capacity, and external environmental task requirements such as 
clients' system demands. Like all other organizational interventions, the 
primary objective of decentralization and tt-e guidelines or criteria by 
which trade-offs should be made is the design of sustainable optimal 
structural arrangements that enhance the organization's capacity to per
form its critical operating and strategic management tasks and to meet the 
legitimate expectations of its important Stakeholders. 

It is important to establish the relationship between the organiza
tion's internal capacity to decentralize, and its need to perform its operat
ing and strategic management tasks effectively and satisfy the service 
requirements of its clients. Emphasizing the importance of this relation
ship, Kochen and Deutsch wrote: "the core of decentralization in a service 
system is its respons;veness, the shortness of its communication time, 
anid the directness of its channels between servers and clients" (1980:xix). 
They emphasize the critical operating tasks of a service delivery organiza
tion and their effects on the quaiity of service received by the clients. This 
is an interorganizational perspective. 
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In public administration, the capacity of the individual organizations
to decentralize their COTs or SMATs may be limited indeed. For example,
in most developing countries, functions such as finance and human re
source management are centralized within a central agency. The line min
istries are therefore dependent on the central agencies (e.g., treasury,
public service commission, planning and budgeting) for the performance
of these tasks. This reliance affects their capacity to delegate these and
other functions either to lower levels in the ministry, or to other organiza
tions outside the government. Attempts to decentralize functions from
the central government to local governments when these functions are
highly centralized within the central government are not likely to suc
ceed. Moreover, the general profile of organizations in developing coun
tries given in Chapter One is not conducive to decentralization (see Figure
1.1). 

II. Decentralization and the Critical Operating 
and Strategic Management Tasks 

In this section, decentralization is discussed in the context of the organiza
tion's critical operating (COTs) and strategic management (SMATs) tasks. 
It provides a conceptual framework for the analysis of decentralization 
within and across organizations both for COTs and SMATs. It discusses 
the various dimensions and contingencies of decentralization and their
differential effects on the performance of the participating organizations'
tasks, by describing decentralization of public enterprises and delivery
service systems in various developing countries. 

1. Decentralization Within and Between Organizations
Instead of assessing decentralization in relation to unidentifiable or un
organized entities like citizenry, peasantry, or local populace as is often
the practice in development administration, we need to delineate and
specify the participating organizations or units to which and from which 
decentralization is being effected. Even if action is required for a relatively
underorganized social system such as the family or village, we should 
conceptualize it as an organization with a hierarchy of authority, task sys
tems, decision-making processes and priorities, and control and reward 
systems. In development administration there is a tendency to treat the
central government and subnational levels of government each as a uni
tary concept or single organization. In fact, public management is a con
venient shorthand for a variety of organizations with different tasks,
structural configurations, and management capacities and processes. For
example, the central ministry of planning would bear little resemblance in 
terms of structure or task systems to the ministry of local government and
rural development. Naturally, the need, capacity, and strateges for decen
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tralization for each of these ministries would be different. 
In order to understand the concept and process of decentralization, 

we should identify and distinguish among participating, decentralizing, 
and receiving organizations. Participatingorganization refers to any or
ganization involved in the decentralization initiative or program. This 
may be a single organization, as is often the case in organization science 
(e.g., General Motors' divisionalization) or it may be several organizations 
at different hierarchical levels. An illustration of the latter is a central gov
ernment that decentralizes the functions of various ministries to organiza
tions at various subnational levels. The decenitralizingorganization is the 
one relinquishing power, control, authority, or influence over the per
formance of certain specified operating or strategic management tasks to 
another organization or organizations. The receiving organization is the 
one acquiring the decentralized power, authority, or control over the same 
specified tasks. Each of these organizations has its own operating and 
strategic management tasks that must be analyzed and diagnosed before 
effective decentralization can be implemented. If decentralization is 
undertaken within a single organization, these concepts would then refer 
to units of the same organization at different hierarchical levels. When two 
or more organizations are involved, as is often the case in public manage
ment decentralization in developing countries, the analysis and diagnosis 
must be interorganizational and therefore involve two sets of COTs and 
SMATs. 

Figure 7.1 illustrates the different types of participating organizations 
and the possible range of effects on their respective COTs and SMATs. All 
four organizations depicted by the triangles-ABC, CDE, MNK, and 
KJL-are participating organizations. Intraorganizational decentraliza
tion, shown by the dotted lines, is the simpler form because it is cir
cumscribed within a single organization. Triangle CDE shows the differ
ent types of intraorganizational decentralization from the SMATs to the 
COTs or to the middle, and from the middle to different parts of the or
ganization. Intraorganizational decentralization to the COTs can boost 
operator morale and improve task performance through increased organi
zational involvement and commitment. Professional COTs operators ex
pect to receive decentralization within their areas of expertise. 

Figure 7.1 also shows three more complex forms of interorganiza
tional decentralization across two or more organizations. First, it depicts 
the COTs-COTs form, in which the COTs of one organization are decen
tralized to the COTs of another, that is, they move from the CDE to the 
MNK organization. This form is appropriate for a weak organization 
within a chain of interdependent organizations. For example, a crop mar
keting board takes over the functions of buying and distributing agricul
tural inputs such as fertilizers or seeds because the government agency 
responsible for these tasks is unable to do so. Second, it shows the SMATs
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Figure 7.1 

INTRA-AND INTERORGANIZATIONAL DECENTRALIZATION FOR OPERATING AND 
STRATEGIC MANAGEMENT TASKS 
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Note: ABC, CDE, MNK, and JKL are four separate organizations. 
indicates intraorganizational decentralization or centralization. 
indicates interorganizational decentralization. 
Arrows indicate direction of flow ol decision-making power or task performance responsibility.
COTs = Critical Operating Tasks; SMATs =Strategic Management Tasks. 
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COTs form, by which the SMATs of one organization are taken over and 
performed as the COTs of another, that is, the SMATs of the JKL become 
the COTs of the MNK organization. As an example of this form, a govern
ment ministry takes over the strategic management tasks (e.g., corporate 
planning) of a state-owned enterprise and performs them as its own COTs 
on a regular continuing basis. Third, the figure delineates the COTs-
SMATs form, in which the COTs of one organization are performed by the 
receiving organization as its SMATs. That is, the COTs of ABC become the 
SMATs of MNK. As an illustration, a private sector business organization 
(ABC) has its functions of importing supplies from abroad taken over by a 
government central agency because such supplies constitute an impor
tant strategic input for the country. In general, marketing boards operate 
in this way because they take over control and performance of some of the 
COTs and SMATs of the individual farmers. 

Figure 7.1 has many implications for understanding and implement
ing decentralization for organizations in developing countries. First, we 
must make a distinction between decentralization within a single organi
zation like a ministry of agriculture, and generalized decentralization of 
all government services involving multiple organizations. Second, inter
organizational decentralization involving both COTs and SMATs is much 
more complex and expensive to undertake than that for only one set of 
tasks and necessitates the development of the capacity to manage the pro
cess by all the implementing organizations. Third, in the design of an 
interorganizational decentralization program, it is best to start with care
fully selected COTs for carefully prepared decentralizing and receiving 
organizations. Highly centralized organizations cannot implement decen
tralization easily because they lack the expertise and political will. This de
ficiency may explain the often reported failures to decentralize public and 
local administration in most developing countries. 

Organizations are often willing to decentralize operating tasks but re
sist giving up control over strategic management tasks. Even within each 
of the COTs and SMATs, differences exist in terms of willingness or resis
tance to decentralize. For example, among the COTs, output tasks such as 
distribution, sales, market research, and disposal of byproducts are easier 
to decentralize to other organizations than input tasks associated with ac
qui~ition such as staffing, purchasing, and finance as well as transforma
tional tasks associated with the organization's technical core. Among the 
SMATs, those associated with the organization's core values or mission 
are the most difficult to decentralize. Accordingly, government agencies 
are more willing to decentralize or to contract out program implementa
tion than they are policy formulation. 

This analysis has implications for privatization of state-owned enter
prises. Interorganizational decentralization can constitute the initial 
stages of privatization; the decentralizing organization gives up control of 
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first the COTs and then the SMATs. Carefully planned gradual decentrali
zation from public agencies to small- or medium-sized indigenous private 
sector organizations can be developmental and thus provide the receiving 
organization with the opportunity to develop the necessary management 
capacity for more complete privatization. Like decentralization, privatiza
tion can be brought about as a collaborative institutional arrangement 
(CIA) among different participating organizations. For example, a crop 
marketing board responsible for buying, processing, and selling farmers' 
crops can be privatized through interorganizational decentralization so 
that different indigenous private sector organizations take over control 
and performance of the different aspects of its critical operating tasks such 
as buying, transport, processing, and distribution. 

2. Dimensions of Decentralization 
This section discusses five dimnsions of decentralization and their appli
cations in developing countries. These are devolution, delegation, popu
lar participation, divisionalization, and deconcentration. 

Devolutiot. Devolution can be defined as the "transfer of power to 
local units of government which operate in a quasi-autonomous manner 
outside the direct administrative control structures of the central govern
ment" (Thomson and Connerley, 1986:12). To the extent that local units of 
government and the central government can be distinguished as separate 
hierarchical structures, this then becomes an interorganizational form of 
decentralization. Because it involves at least two separate organizations, 
each with its own COTs and SMATs, it is difficult to implement. 

In theory, devolution is attractive because it increases local citizen in
volvement, commitment, and identification with the development initia
tives undertaken by the local organizations. It gives the feeling that citi
zens are getting services that satisfy their needs while at the same time 
they have some influence over the organizations providing these services. 
In practice, political considerations are important. Countries that have 
made extensive attempts at devolution such as the Sudan, Nigeria, and 
Papua New Guinea all seem to have been motivated by the search for 
political solutions to regional or ethnic demands for local autonomy. In 
Algeria, communal popular assemblies were asked to administer the land 
reform process partly because they were deemed to have the necessary 
local knowledge and expertise for the task but also because the issue was 
considered politically too "hot" for the central government. 

The Sudan, Africa's largest country with a continuing and debilitat
ing ethnic civil war that has lasted a quarter of a century, has one of the 
most elaborate devolution forms of decentralization, at least on paper. 
The provincial governments have wide-ranging powers, including taxa
tion and revenue collection, law enforcement, management of develop
ment projects, and overseeing of central government ministries and de
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partments. However, as Rondinelli, Nellis, and Cheema have rightly 
observed, the crucial goal for the devolution is to "find a way of ending 
the civil war and to increase the commitment of heterogeneous religious, 
ethnic, and tribal groups to nation building by giving them a larger part in 
governance" (1984:21). 

In Papua New Guinea, where provincial governments, using grants 
from the central government, have been given the power to levy and col
lect taxes and to manage their own development and local social service 
institutions such as schools and hospitals, and in Nigeria, where state 
governments have a wide range of statutory local functions such as law 
enforcement, public works, rural and agricultural development, and 
water and social services, the underlying motives for devolution are 
equally political. Politically motivated changes should not be expected to 
bring about improvements in organizational efficiency or effectiveness. 

Delegation. John Child defines delegation as a form of decentraliza
tion "where decision making is passed do,wnwards and outwards within 
the formal structure, but where there are strict limits imposed on the 
scope and the type of ,ecisions that can be made without referral up
wards" (1984:146). On the other hand, Rondinelli and f is co-workers see 
delegation as the transfer of "managerial responsibility for specifically de
fined tasks to organizations that are outside the regular bureaucratic struc
ture and that are only indirectly controlled by the central government" 
(1984:15). Clearly, Child's definition is intraorganizational whereas Rondi
nelli's is interorganizational. Although Child focuses mainly on manage
ment tasks (decision making), in practice, both COTs and SMATs can be 
delegated. 

The advantages of delegation include reduced workload for top man
agement, managerial motivation, management development for junior 
managers, organizational flexibility and responsiveness to local circum
stances and unexpected events, and more effective unit-specific controls 
and performance measurements. The risk of poor performance and the 
unwillingness to accept delegated responsibilities by junior officers or 
managers are some of the dangers of delegation. Delegation can be rein
forced and sustained only if junior officers demonstrate the capacity and 
motivation to perform the delegated tasks to the satisfaction of their 
superiors. 

The literature on decentralization does not offer a theoretical frame
work or diagnostic tools for determining how far down the subnational 
levels delegation should go. As a result, while some countries focus their 
decentralization programs at the provincial or state level, others use the 
district or village as the operational level. For example, while Nigeria's de
centralization program is based on the state as the operational unit, 
Nepal's is based on the district (panchayat) and Tanzania's on the village 
(ujarnaa). Sometimes, a country can change its operational level within a 
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relatively short period of time. When it started its decentralization pro
gram, Bangladesh used the district (zillah) as the most important unit of 
local government; but, when the military government seized power and 
introduced martial law, it abolished the district level of government and 
now uses the subdistrict (upazillah) as the operational level for decentrali
zation. The appropriate operational level of decentralization should be de
termined after careful assessment of the relative capacities of the decen
tralizing and receiving organizations. It is possible and may be desirable 
for a country to decentralize at two or more different levels for different 
regions, ministries, and organizational tasks. This practice is consistent 
with the concept of selective decentralization, in which different functions 
or types of decisions are delegated to different levels of the organization. 

PopularParticipation. Popular or citizen participation is a form of de
centralization because it removes decision making and implementation 
from the exclusive control of senior management in either the private or 
the public sector organizations. It differs from other forms of decentraliza
tion in that power is decentralized to individuals, groups, and other 
organizations outside the boundaries of the organization being decen
tralized. It is a common form of decentralization for a wide range of corpo
rate and human services professions including education (Rogers and 
Chung, 1983), social work, community psychology, urban planning, en
vironmental protection, participatory democracy (Ollawa, 1979), interna
tional management (anger and Berenbeim, 1981), and rural development 
(Hunt and Truitt, 1971; Uphoff, 1986). It is considered a form of social 
change through cooperatives, collectives, and nationalized industries 
(Nash, Dandler, and Hopkins, 1976). 

Popular participation legitimizes the participation of outsiders in the 
decision making and management processes of the organization. Specifi
cally, it allows outsiders to participate in the performance of the organiza
tion's strategic management or critical operating tasks. For example, as 
Rogers and Chung (1983) clearly state, in decentralized school systems, 
parents, community groups, and civic leaders participate in the educa
tional planning processes (strategic management) and in the actual deliv
ery of programs within the individual schools (operating tasks). In rural 
development, the local citizens become partners in the formulation and 
implementation of development initiatives. This is an effective strategy of 
what Hyden (1983) calls "capturing the peasantry" as willing participants 
in the development process. It assumes, however, that the peasants or citi
zens are able and willing to participate meaningfully in the performance 
of the organization's strategic or operational tasks, and that the organiza
tion has the capacity to accommodate these outside demands for direct 
participation without losing its identity, integrity, or capacity to perform. 

Advocates of individual or suborganizational levels of analysis as a 
strategy for development assume the existence of functioning organiza
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tions. For example, in one of their earlier papers, Bish and Ostrom ob
served that, in making their choices, individuals must have "access to 
judicial, legislative, and constitutional remedies in seeking redress 
against officials and governments which violate constitutional rights or 
rights created under legislative authority of the state and federal govern
ments" (1973:18). Clearly, the public choice approach is based on the as
sumption of the continuing existence of a functioning organizational in
frastructure. Yet this cannot be taken for granted in most developing 
countries. 

Mintzberg (1983) distinguishes between vertical and horizontal de
centralization. In vertical decentralization, power moves up and down the 
formal organizational hierarchy. In horizontal decentralization, power is 
distributed horizontally across hierarchical levels and ends up in the 
hands of ncnmanagerial personnel such as specialists, advisors, analysts, 
planners, or even operating staff. In organizations in developing coun
tries in which these roles are not fully developed or adequately staffed, 
this form of decentralization can be difficult. Instead, in many of these or
ganizations, if horizontal decentralization occurs, power may be paised 
on to individuals or groups outside the boundaries of the organization 
such as politicians, clients, citizen groups, foreign technical assistants, 
suppliers, professional associations, or other outside interest groups. Ac
cordingly, the decentralized organization loses its capacity to perform and 
control its COTs and SMATs. It becomes porous and vulnerable. 

Divisionalization. Divisionalization occurs when a large bureaucratic 
organization is divided into semi-autonomous units. Each unit or division 
is given the power and necessary resources to manage its critical operat
ing tasks and to control its strategic management tasks within the confines 
of its domain. The division's domain may be determined by products, 
markets, or territory or policy sector. Divisionalization is intraorganiza
tional and is limited to the decentralization of selected SMATs from senior 
management to the division managers. 

In the United States, divisionalization dates back to the 1920s when 
DuPont de Nemours introduced a new structure using autonomous multi
departmental divisions. It was then popularized by Alfred Sloan of Gen
eral Motors. It is attractive to management because: (1) it frees senior 
managers from the routine operating tasks and allows them to concen
trate on the more important complex strategic management tasks; (2) it 
facilitates the creation of semi-autonomous business units, each run sepa
rately as a cost/profit center, which allow the divisional managers to exer
cise entrepreneurship; and (3) it sets the stage for establishing an effective 
incentive reward system for the division managers and their employees 
based on the division's absolute and relative level of performance. It is 
used by large organizations and has been extended by Ouchi (1984), who 
advocates a societal participative multidimensional form of industrial or
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ganization by which American business can recapture its competitive
edge against Japanese and other sources of international competition.

Divisionalization can be an effective form of decentralization from the 
organization's headquarters to the division managers' level. However, it 
does not necessarily lead to decentralization below the divisional level. In 
fact, not unlike decentralization at the provincial or public enterprise
level, divisionalization may have the effect of encouraging the divisional 
managers to exercise high levels of power and control, and thus to run the 
division like a highly centralized organization. 

Divisionalization is based on at least three premises: (1)availability of 
enough competent nanagers to run the division; (2) the division's capabil
ity to perform its critical operating tasks without the direct involvement of 
the senior managers; and (3) the existence of a reliable management infor
mation system that provides relevant, objective, and timely performance
indicators of each of the divisions, right down to the level of each 
employee. 

These conditions are hard to meet for most organizations in develop
ing countries. Shortage of qualified and experienced managers, especially
in Africa and in parts of Asia, have been discussed in previous chapters.
In addition, many organizations in developing countries experience dif
ficulties maintaining efficient performance of their operating tasks. Con
sequently, managers end up being personally involved in routine operat
ing tasks instead of working on the strategic management tasks. Finally, 
objective performance measurements are hard to attain, especially in the 
area of public management. Divisionalization works best when account
ability can be tracked down to the smallest operating unit. 

Deconcentration. Deconcentration can be defined as the handing 
over of some administrative authority and responsibility down the hier
archy within central government ministries, agencies, or corporations. It 
involves the shifting of workload and selected decision-making authority 
from headquarters to lower or field level officials. It is therefore an intra
organizational form of decentralization, as the shifting of workload and 
decision making takes place within the same hierarchical structure. The 
main advantage of deconcentration is that it enables the local officials to 
make decisions and take independent action, accommodating for local 
conditions but being careful not to overstep the policies and guidelines of 
the headquarters. The deconcentrated authority can be taken over again
by headquarters at any time they are not satisfied with the way it is being 
handled. 

According to a recent World Bank report, deconcentration is one of 
the most widely used forms of decentralization. In various Asian coun
tries deconcentration has been implemented by means of various ap
proaches, including provision of funds and technical assistance to local 
authorities to plan and manage their own development. 
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Table 7.1 summarizes the different approaches, purposes, and prob
able effects on the local authorities for deconcentration as used by eight 
Asian and African countries. Although the methods vary in details and 
scope, they all involve providing the local hierarchical levels with re
sources such as money, personnel, or authority to build the capacity to 
manage their own development. The effects are limited to the critical 
operating tasks of the local authorities' organizations and the control of 
the strategic management tasks remains with the respective central gov
ernment organizations. 

Table 7.1 also shows the effects of deconcentration on the local organi
zations' COTs and SMATs for each of the eight countries. In the majority 
of cases, the intended effects of deconcentration are limited to the organi
zations' critical operating tasks. Only in the Philippines, Tunisia, and Tan
zania do the stipulated effects include some aspects of the local organiza
tion's strategic management tasks. For example, in the Philippines, th., 
plans stipulated development of management capacity in the governor's 
office for the management of local development initiatives. Even here the 
effects on SMATs are quite limited, and in the case of the ujamaa villages, 
they never materialized (Picard, 1980). 

3. Contingencies of Decentralization 
By now, we should know that there is not one best way of organizing or 
managing work. Decentralization is neither good nor bad. All depends 
upon the contingencies, which can be either internal or external to the or
ganization. Internal contingencies include the organization's: (1) age and 
size; (2) nature of tasks; (3) technology; (4) internal operational and man
agement capacity; (5) incentives; (6) leadership; (7) management values 
and organization climate; (8) history of innovation; (9) internal support; 
and (10) physical dispersal. 

Old, small, or very large organizations tend to be centralized. The na
ture of the tasks performed by the organization also affects decentraliza
tion. Organizations or parts thereof performing routine tasks tend to be 
centralized, while those doing more complex, innovative, and inter
dependent tasks are more effective with decentralized structures. Simple, 
routine, standardized technology pushes the organization toward cen
tralization, while complex, changing technology requires a more organic 
decentralized structure. The internal operational and management svs
tems should be strong with a solid record of performance with adequate 
organizational slack before an organization can confidently embark on a 
program of decentralization. The rewards and operational incentive sys
tems for employees at different levels of the participating organizations 
should be consistent with the desired behaviors in support of the decen
tralization program. 
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Table 7.1
 

DIFFERENT APPROACHES, PURPOSES, AND EFFECTS OF DECONCENTRATION ON COTs AND SMATs
 

COUNTRY APPROACH 

1. China Creation of production teams 
and management committees 
for each of the 53,000communes 
and changing farmers' 
incentive systems through the 
Productior 'esponsibility 
System (PR 

2. Indonesia Provision of funds from central 
government and international 
donor agencies to the Provincial 
Development Program 

3. Morocco Creation of local communal 
councils with overall respon-
sibility for local development 
using funds, technical and 
professional staff provided by 
central government 

4. Pakistan Creation and supervision of the 
morkaz councils by the central 
government 

5. The Central government provides 
Philippines financial, technical, and manage-

ment assistance to the provincial 
governors through the Provin- 
cial Development Assistance 
Program funded by USAID. 
Creation of regional develop-
ment councils of the National 
Economic Development 
Authority 

Effects on Local 
Organizaions'

PURPOSE COTs or SMATs 

To use a variety of local govern
ment management and incentive 
systems relatively free from 
central government controls to COTs 
increase agricultural production, 
incentive pay, and overall income 
for the peasant farmers 

To increase rural productivity
 
and household incomes COTs
 

To develop the technical,
 
professional, and management
 
capacity of the councils to take COTs
 
over complete reoonsibility for
 
economic development and
 
provision of social services
 

To promote integrated rural
 
de-' pment bringing together
 
local agricultural, credit, public COTs
 
works, cooperatives, and private
 
activities
 

To develop the necessary
 
development management
 
capacity in the governor's office.
 
To translate national develop- COTs,
 
ment plans into provincially some SMATs
 
operating goals. To coordinate
 
activities of other ministries at
 
the provincial and local levels
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Table 7.1 (continued)
 

DIFFERENT APPROACHES, PURPOSES, AND EFFECTS OF DECONCENTRATION ON COTS AND SMATS
 

COUNTRY APPROACH 

6. 	Tanzania Abolition of pre-independence 
local government and absorbtion 
of staff into the central govern-
ment service, and creation of 
communal ujamaa villages, 
Decentralization of national 
ministries 

7. Thailand 	 Funds provided to tambon 
(village) councils to undertake 
job creation programs 

8. 	Tunisia The central government pro-
vides each of the 20gouvernorats 
an annual grant for economic 
development and job creation 
programs that are managed 
locally through the Rural 
Programs (PDR) 

Effects on Local 
Organizations' 

PURPOSE COTS or SMATS 

To enable ujamaa villages to 
initiate and manage the provision 
of social services, economic COTs, 
development, and political some SMATs 
education 

To increase agricultural pro
duction and household incomes COTs 

To reduce the central govern
ment's role in rural development 
to oneof supervision and project COTs, 
approval, and to build the devel- some SMATs 
opment management capability 
of the gouvernorats 

Source: 	 Based on information contained in a World Bank Report, Decentralization in Developing 

Countries: A Reviewof Recent Experiences by D.A. Rondinelli, .R. Nellis, and G.S. Cheema, 1984. 

Note: 	 COTs = Critical Operatind Tasks; SMATs = Strategic Management Tasks for the local organizations. 
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Leadership is also important for decentralization. Effective decen.
tralization requires strong, competent managers with a high level of self
confidence, trust, and achievement motivation. Decentralization requires
the managers to take moderately high levels of risk. The prevailing man
agement values and climate in the organization should be consistent with
the values and basic assumptions of decentralization. Senior managers
should reinforce participation or delegation of responsibilities to lower
level employees. Paternalistic and theory Xattitudes rather than theory Y 
or theory Z attitudes are incompatible with the philosophy of decentrali
zation. Experimenting organizations with a history of successful struc
tural, technological, or management innovations are more likely to suc
ceed with decentralization than are those who have no such history.
Support from the employees, clients, and the community is important,
especially for the initial start-up perfornatce problems.

External contingencies of decentralization include: (1) the nature of
the environment the organization operates in; (2) the political climate; (3)
community support; and (4) the nature of the client system. When the
task environment is stable and predictable, and when the organization's
tasks are routine, centralization is the more effective structural arrange
ment. However, a stable political environment creates conditions for a
benign environment, which tends to facilitate decentralization. This con
dition is particularly relevant for organizations in developing countries. 
One of the implications for this contingency is that decentralization pro
grams introduced amid internal political strife, or as a possible solution to
political conflicts, are not likely to succeed because they would be operat
ing under inappropriate contingencies. The literature from organization
science suggests that a stable task environment pushes the organization
toward centralization, but experience from development administratior

indicates that decentralization is best facilitated when the general political

environment is rather stable.
 

4. Forces for and against Decentralization 
Both development administration and the more applied literature in or
ganization science promote decentralization on the assumption that it will
produce a better organization in terms of productivity, integration, inno
vation, and self-renewal, and better employees and stakeholders in terms 
of morale, self-esteem, autonomy, and commitment to the organization's
mission. As a result, since the 1970s and increasingly in the 1980s, many
governments in Africa, Asia, and Latin America have undertaken various
forms of decentralization to state, provincial, district and local govern
ments, local field administrative units, special purpose corporations, non
governmental organizations, and private voluntary organizations. Like
wise, in North America and Western Europe, a significant number of 
organizations have experimented with various forms of decentralization 
and employee participation programs. In both cases, the results of these 
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initiatives, especially the long-term effects of decentralization, have been 
well below expectations. Both a 1982 United Nations report and a 1982 
World Bank report concluded that, as far as developing countries are con
cerned, "the actual impact of decentralization for effective administration 
has been very limited" (Rondinelli, Nellis, and Cheema, 1984:4). In spite 
of the disappointing results, efforts throughout the developing countries 
continue toward further decentralization. This section examines the 
forces behind these efforts. 

The arguments for decentralization can be grouped into five 
categories. These are: (1)economic arguments; (2)social considerations; 
(3) political reasons; (4) reasons of organization and management; and 
(5) international pressures. Each of these is discussed briefly. 

Economic Arguments. By the 1970s it became clear that the centralist 
megaproject approach to the organization and management of a national 
economy had not worked. The disappointing results have been respon
sible for a re-thinking of the whole strategy of managing development and 
have led to the conclusion that -rnall-scale decentralized projects, close to 
the people whom they are designed to serve, are more effective than 
large-scale projects. 

Moreover, there has been a shift away from industry or mining as the 
engine of growth to agriculture and renewable natural resources. Manag
ing agricultural development requires, among other things, the mobiliza
tion of large numbers of people, and the provision of a wide range of ser
vices not previously available to many dispersed rural communities. Such 
services like road maintenance, irrigation, extension, and transportation 
are more effectively provided under decentralized arrangements. 

Decentralization can be used as a response to a wide range of struc
tural market imperfections and price distortions that are so common in 
developing countries. This would enable the receiving organizations to 
perform their COTs and SMATs more cost effectively because of increased 
competition. 

Social Considerations. Decentralization is seen as a structural and ad
ministrative mechanism to bring about a more acceptable distribution of 
income, wealth, and opportunity. The evidence, however, does not sup
port the view that decentralized administration brings about better distri
bution of resources among the citizens. It may, on the contrary, contribute 
to more uneven distributions. In Sri Lanka, for ex-tmple, the District De
velopment Councils that are supposed to serve as the operating units for 
the management of development initiatives in each district are so frag
mented and disorganized that it may well be that these Councils are in
tended only as a political "slush fund" for Members of Parliament. Decen
tralized decision making can also create conditions for the satisfaction of 
basic needs (Blunt, 1983; Sandbrook, 1982) and facilitate popular partici
pation in development. 
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Political Reasons. It is generally recognized that the centralization
decentralization debate in most developing countries is political in nature. 
The motivation for decentralization, the implementing strategies, and the 
interpretation of the results are often colored by political considerations. 
These include mobilizing, organizing, and utilizing local support and re
sources for nation building and development and encouraging various 
interest groups to identify with the national government. 

Countries like Lanka, Malaysia, the Sudan,Sri India, Nigeria,
Ethiopia, and Guyana with multiethnic or multiracial populations see de
centralization as a practical v.',ution to their ethnic and regional strife. As 
well, decentralization may be used as a way of breaking up powerful inter
est groups potentially opposed to the governing regime and establishing 
more balanced power distribution. These may have been the motives in 
the break-up of the Uganda Development Corporation under Idi Amin, 
and of Algeria's SONATRAC national oil company (Hafsi et al., 1987). It is 
also true in countries such as Brazil, Ghana, Nigeria, and Uganda where 
economic, industrial, and educational opportunities are traditionally con
centrated in the south, and for countries like Malaysia, Guyana, Fiji, and 
the Sudan where the imbalances cut across racial differences. 

Organizationand Management. Decentralization can bring about im
provements in the performance of organizational tasks in many different 
ways including freeing up the time of managers, who are often overloaded 
with routine operating tasks, in order to concentrate on the more strategic 
long-term management of the organization. Decentralization can also 
lead to better utilization of resources because the management and 
maintenance of centrally planned development can be expensive, waste
ful, and unresponsive to the changing local needs and circumstances. 

Communication is always a problem in large organizations. Decen
tralization can reduce overload and congestion in the channels of adminis
tration and communication and upgrade the quality of bottom-up infor
mation coming from the local units to the top of the organization. These 
steps will then better the performance of both COTs and SMATs by im
proving the quality of operational and management information available 
to decision makers. 

Decentralization can also provide opportunities for personal and or
ganizational development. If the local unit's organizational and manage
ment capacity is low or poor, it can create the basis for building and 
sustaining a better management capacity by introducing more com
prehensive administrative procedures, installing new equipment or 
technology, changing the structuring of the organization and its co
ordinating mechanisms with outside organizations, or obtaining better 
trained and experienced personnel. If the local unit's personnel are lack
ing in training and experience, decentralization can provide oppor
tunities for on- and off-the-job training and experience. 
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Finally, decentralization can provide senior managers with the oppor
tunity to manage the individual units each according to its needs and cir
cumstances, instead of applying blanket policies and administrative pro
cedures even if they do not fit. It can accommodate the contrasts and 
contradictions found in most developing countries by allowing each level 
of the hierarchy to be organized and managed differently in accordance 
with its capacity and task requirements. Instead of pushing for decentrali
zation of predetermined functions like finance or accounting as mandated 
by top management, as is often the case, management can concentrate on 
delegating different functions to different local units based on a careful 
analysis of their management capability, the needs of their clients, and 
the nature of the decentralized tasks, COTs and SMATs. 

InternationalPressures. Governments and individual organizations 
in developing countries are under direct and indirect pressures to under
take decentralization. The international development and donor agencies 
including the World Bank and USAID are actively promoting decentraliza
tion in all regions of the developing world. For example, through various 
projects in Asia, USAID is promoting decentralization of finance and man
agement functions in countries as diverse as Bangladesh, Nepal, Sri 
Lanka, Pakistan, Indonesia, the Philippines and Thailand, which vary 
widely in their social, economic, and political development and stability, 
physical and management infrastructure, and capacity. 

The decentralist trends in Western democracies may also be exerting 
pressure on developing countries to follow suit. In Western Europe, for 
example, various efforts are being made to increase employee participa
tion in decisions affecting their work. West Germany's industrial democ
racy, France's self-management, and Sweden's work redesign of new fac
tories (Agur~n and Edgren, 1980) generate ideas and provide illustrations 
that are intellectually appealing to policy makers in developing countries. 
Moreover, in the West, the public service is concentrated at the sub
national, state, provincial, and municipal levels, while, for developing 
countries, the national government controls the majority. The Yugoslav 
socialist model of employee corporate ownership and participation in the 
selection of managers is also ideologically appealing to many developing 
countnes and has been emulated, for example, in India, Algeria, and Tan

zania. International pressures to decentralize in developing countries are 
expressed both at the macro national levels (Stohr and Taylor, 1981) and at 
the more micro enterprise level (Kanawaty et al., 1981). Western aca
demics are legitimizing these pressures largely for ideological reasons. 

5. Forces for Centralization 
The forces against decentralization of organizations in developing coun
tries are: (1) historical; (2) economic; (3) political; (4) organizational; and 
(5) cultural. 
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Historical. For many developing countries, centralized administra
tion is a direct legacy of coloniai administration. Colonial administrations 
were highly centralized because of a combination of local circumstances 
and nineteenth century European management styles. Most of the colo
nial structures were retained and senior administrators of the new nations 
saw their challenge as sustaining and building on those structures rather 
than creating new ones. 

Economic. The economic arguments are essentially based on econo
mies of scale. Centralized administration is assumed to create conditions 
for more effective utilization of scarce resources while decentralization 
would lead to fragmentation and inefficiency. It is also argued that the ex
pertise and mandate for managing the national economy rests with the 
central government while the regional authorities have limited manage
ment capabilities and only parochial interests. Staff shortages in local ad
ministration in countries like Kenya, Tanzania, the Sudan, and Malaysia
illustrate the problems of resource limitations. According to this argu
ment, small may be beautiful, but it can also be vulnerable. 

Political. Strong nationalistic political arguments are often made in 
favor of centralization. Nation building and the enhancement of national 
unity, especially in young, fragile emerging nations without the tradi
tional institutional bonds to keep the disparate parts together, require a 
strong central government with centralized administration. National 
unity is a necessary precondition for meaningful decentralization. 

Underdevelopment and its derivatives-ignorance, poverty, and dis
ease-can be regarded as the moral equivalent of war. Managing develop
ment in any of the developing countries, especially the least developed 
ones, is equivalent to managing a permanent crisis. It is therefore appro
priate to have centralized administration with strong leadership at the top
with a central command post. Decentralization is a luxury that under
developed countries cannot afford. 

Centralization also favors the regime in power in terms of domestic 
politics. It provides to those in power the ability to use public funds to 
reward political allies and punish rivals by controlling the distribution of 
opportunities, privileges, and access to national development programs.
In countries where resources are scarce and alternatives are limited, it can 
be a very powerful instrument of control by the top officials of the central 
government. After all, the centralization-decentralization debate is one 
about decision making and the exercise of power and control over organi
zational resources. 

Organizational. The organizational arguments for centralization are 
based on efficiency and effectiveness. Centralization allows ease of con
trol, integration, and coordination within the organization and with other 
elements in the external environment. Because the senior officials have 
the experience and the strategic overall picture of the organization to 
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make the best decisions, high-quality decisions can be made at the top. 
Lower level officials have neither the experience nor the information for 

the overall strategic position of the organization. Centralization also 

economizes on the scarce managerial resources typical of organizations in 

developing countries. In times of crisis, centralization saves time and pro

vides a central focus. Finally, centralization provides enriched and chal

lenging jobs and opportunities for training and experience for the few ad

ministrators and managers in senior positions. 
Cultural. It has been claimed that centralization is consistent with 

the cultural traditions and values of most societies in developing coun

tries. This view is supported by the prevalence of patrimonial and patri

archical systems of governance and social organization as well as the be

lief in the "greatman" theory of leadership whereby absolute powers are 

vested in the hands of a single chief, king, or president. They also reflect 

a tendency for personalized leadership so that the office is subservient to 

its incumbent. When you have a "president for life," or a charismatic 

leader (House and Woycke, 1987), it is hard to decentralize. 

6. Decentralization and State-C vned Enterprises 
State-owned enterprises (SOEs) constitute the most widely used form of 

public management decentralization in developing countries. They are 

found in all sectors including development of the physical infrastructure 

like dams and transport, agriculture, mining and manufacturing, market

ing, banking, credit and loan, regior-il and rural deveiopment, and social 

services. The two questions of interk ,,are: (1) to what extent do SOEs pro

vide an effective mechanism for decentralized macro management of tile 

economy with a minimum of government or political interference; and (2) 

to what extent are the individual SOEs managed as decentralized organi

zations? The first question attracts most of the attention in development 
administration, while the second receives very little attention. 

Policy makers assume that decentralization can be used to separate 
important functions away from the slow, bureaucratic and inefficient gov

ernment departments and into the more business-like public enterprises. 
As Rondinelli, Nellis, and Cheema observed: "It is assumed that au

tonomy or semi-autonomy will free the organizations to which functions 
are delegated from the cumbersome or patronage-ridden personnel regu
lations, rigid and incentiveless bureaucratic pay scales, and unproductive 
work habits frequently found in the regular civil service" (1984:15). Inter
national donor agencies prefer project implementation through SOEs as 
opposed to government departments because the former provide for 
more focused project visibility, evaluation, and accountability, and be

cause they provide conditions under which projects can be t:' ated as 
"sheltered experiments." 
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Figure 7.2 COMMON STRUCTURAL FORMS OF STATE-OWNED ENTERPRISES 

a. Simple Form b. Ministerial Form c. Group Holding Form 

rCabinet Cabinet Cabinet 
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SOE =State-Owned Enterprise 

Figure 7.2 shows some of the common forms of SOEs and their struc
tural relationships with the government. The simple form (Figure 7.2a) il
lustrates, for example, an SOE such as -i national airline that reports di
rectly to the cabinet minister of transport. Under the ministerial form,
however, the SOE reports to the cabinet through at least two ministerial 
hierarchies (Figure 7.2b). The group holding form is even more hierarchi
cal in the sense that the individual SOEs report to the minister through
several hierarchies of other (holding) SOEs. These different structural ar
rangements provide different opportunities and constraints for decen
tralization of the operating and strategic management tasks of the operat
ing SOEs. 
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Other contingencies being ,qual, we would expect that control and 
autonomy from the parent ministry are easier to gain by means of the 
simple form, as it has fewer hierarchical levels to deal with. Because it has 
no hierarchical buffers from direct political interference, it might, how
ever, be the easiest victim of ministerial control. We would assume that 
the ministerial form would lose most of its autonomy as it reports to two 
ministerial hierarchies, each attempting to exercise its own control and in
fluence. If, however, the junior ministry were more sympathetic or 
business-like, it might protect the enterprise from undue higher minister
ial, political, or cabinet interference. The group holding form is most sus
ceptible to political and bureaucratic interference, as the individual 
operating SOEs have to exert their authority over h . f corporate, 
bureaucratic, and political power, control, and influence. With limited 
control and autonomy, these SOEs cannot adequately perform their 
operating or strategic management tasks. 

Direct government involvement and control over SOEs is often de
leterious to the performance of their operating and strategic management 
tasks. For example, Turok (1984) describes the structure and composition 
of the board of directors of the Zambia Industrial and Mining Company 
(ZIMCO), which almost guarantees maximum government and political 
interference in the management of ZIMCO and its subsidiaries. ZIMCO is 
a holding SOE with subholding groups of companies, each with its own 
operating 'subsidiaries that may be wholly or partly owned by the state. 
Each of these companies reports to a minister who has functional respon
sibilities for their operations and provides a link to the cabinet and lo the 
overall national planning. ZIMCO's board of directors is made up of the 
chairman and managing directors of the subsidiary companies, who are 
in turn personally appointed by the President of Zambia. Although each 
subsidiary company has its own board, its composition is heavily 
weighted in favor of government and party appointments, including per
manent secretaries of the relevant ministries, managing directors of hold
ing and subholding companies, and other high-level political appointees. 
Moreover, interlocking directorships are common, with managing direc
tors of holding companies, like the Industrial Development Corporation 
Limited (INDECO), the Permanent Secretary of Finance, the Governor of 
the Bank of Zambia, and the Chairman of ZIMCO, sitting on at least half 
a dozen boards of other companies. Excessive government control must 
be one of the factors for the persistent record of poor performance by 
ZIMCO and its subsidiaries. 

Decentralization is important for the effective performance of SOEs 
because it helps define the optimal level of enterprise autonomy and gov
ernment control. Governments tend to grant autonomy only when the en
terprise has demonstrated a superior record of performance; otherwise it 
is subjected to close supervision and centralized control both in its CFs 
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and SMATs (Hafsi, Kiggundu, and Jorgensen, 1987). This approach
creates a "catch 22" situation. When enterprise performance is poor, it immediately shows in the performance of its critical operating tasks and
clients and other stakeholders complain to government. The government
responds with further tightening of controls on both the COTs and theSMATs of the enterprise. This does not guarantee that the enterprise's per
formance of its COTs will necessarily improve. Indeed, it is likely to make
matters worse because the government is too far removed from the indus
try or the firm's business and task requirements (COTs and SMATs). Thesituation is often aggravated by frequent turnover among board members
and the chief executive officer as the enterprise loses time and oppor
tunities adjusting to new leadership.

If SOEs are expected to earn their autonomy by first demonstrating
the capacity to perform their respective tasks effectively and to meet thestakeholders' expectations, they must also be given the chance to have appropriate control over the performance of their COTs and SMATs. SOEs 
must be accorded the tools to manage and the freedom to act if they aie toimprove their task performance, satisfy stakeholders' expectations, and
shake off their poor image as corporate laggards. 

7. Decentralized Service Delivery Systems
Decentralization can be useful for developing an effective service delivery
system especially in countries where population and opportunities arenot evenly distributed. A decentralized service delivery system makes itpossible for the organization to reach the maximum number of potential
clients without losing the advantages of scale. In developing an effective
service delivery system the primary objective is to decentralize those aspects of the COTs that translate directly in services to the clients. The
SMATs need not be decentralized unless they translate directly into client 
services. 

Self-service can be used to enhance the effective performance of theCOTs for a decentralized service delivery system. It requires that the client
perform all or a specified set of tasks associated with the provision of therequired service. In developing countries, it can and has been used byfamily units for services like delivery of produce to markets, collection of
seeds, fertilizers, water, and spraying. At the community level, it can also
be used for service delivery systems, such as road construction andmaintenance, canal drainage, environmental protection, tree planting,
forest fire control, and community policing and law enforcement. 

III. Assessing the Results of Decentralization 

The effects of decentralization in organizations in developing countries are hard to generalize, partly because of the variety of approaches used 
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and motives for decentralization, and partly because there are no sys
tematically controlled experimental studies separating the effects of de
centralization from other policy initiatives or environmental changes. It is 
generally accepted, however, that the overall results of decentralization 
are disappointing. In Africa, Latin America, and Asia decentralization re
mains largely an ideal rather than a reality. In spite of the endless efforts 
made since the 1950s, in spite of the rhetoric and pronouncements from 
national politicians, and in spite of the pressures from international donor 
agencies, public management in these regions remains highly centralized 
with a few civil servants and politicians wielding most of the power and 
control of the policy making and implementation process. 

In Africa, development administration remains highly centralized, 
even in countries like Tanzania, which had made repeated deliberate ef
forts to decentralize. As Picard (1980) and others have found, these efforts 
have neither facilitated popular participation nor led to the development 
of strong local institutions as instruments of socii.1 change and develop
inent. The local population does not identify with government organiza
tions because these do not seem to relate to local problems or experiences. 
Local leadership has little or no effective control or input in the policy
making process. The real centralization-decentralization struggle seems 
to be between the senior managers and administrators on the one hand, 
and the specialists or analysts on the other. 

In Asia and Africa local governments continue to be highly depen
dent on the central government, especially for critical resources such as 
finance and personnel. Even in countries like Indonesia, where decen
tralization enjoys wider support, grants to the provinces are dependent 
on central government revenue fortunes. Consequently, continued falling 
oil prices may affect the government's ability to fund decentralization pro
grams. In Latin America, central government bureaucracies are quite ex
tensive and grow at the expense of local governments. Moreover, there is 
no conclusive evidence that decentralization, either in public manage
ment or in the private sector, necessarily leads to more efficient and effec
tive organizations in terms of COTs and SMATs performance. 

Decentralization, however, has had some limited areas of success. It 
has encouraged central government bureaucrats and politicians to pay 
more attention to remote, previously neglected poor and weak areas. This 
interest is particularly important in large countries like Indonesia, Brazil, 
Nigeria, the Sudan, and Mexico, wifh many remote impoverished areas. 
In countries like Tanzania, decentralization may have contributed to the 
development of a more sensitized and vocal local leadership with increas
ing capacity to put pressure on the central government to pay more atten
tion to the needs of the lor areas. Evidence suggests that local govern
ment management capabilities may be improving in parts of Asia and 
Latin America, and in countries like Nigeria, Morocco, Egypt, and 
Algeria. 
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The creation of new organizations to manage development initiatives 
at the local levels is a potentially positive result. These organizations in
clude, for example, provincial planning boards in Indonesia, develop
ment planning committees in Thailand, state planning units in Malaysia,
regional development councils in the Philippines, and special purpose de
velopment organizations in Pakistan. If they can be assisted to become 
fully fledged organizations with the capacity to manage development,
they can provide the foundation for the development of regional or local 
representative institutions that would be more responsive to local needs 
and problems and to which the local population could easily relate. 

If the goals of a decentralization program are specific and narrowly 
defined, and if the scope of the program is limited to reallocating selected 
functions among units of the central government (selective deccntraliza
tion), experience shows that such programs often achieve their intended 
goals. It is perhaps in this context that Montgomery's (1972) account of 
successful land reform programs must be understood. With clearly de
fined and properly implemented goals, the decentralized land reform pro
grams led to a number of positive results. Officials increased their knowl
edge of local conditions, community leaders became more interested in 
the program and took a more active role, communications between the 
local authorities and the central government improved, and there was an 
increase in community solidarity and interest in land reform projects. De
centralization enhances collaborative institutional arrangements among 
participating organizations. 

Discussing Botswana's pragmatism in public sector management, 
Raphaeli, Roumani, and MacKellar observed: 

The centralization of these functions permits a higher quality 
in estimating their cost and allows the government to take ad
vantage of bulk purchasing and economies of standardization. 
Moreover, this centralization functions as a means of ensuring 
efficiency and control of operations while leaving line mana
gers with adequate flexibility in carrying out their respon
sibilities. This efficiency is further encouraged by the Tenders' 
Board which operates without influence or political inter
ference. (1984:3) 

Assessing the effects of decentralization is complicated by the lack of 
carefully planned, controlled field experiments. Such studies are neces
sary in order to delineate and establish cause-effect relationships among 
the many forms of decentralization, and among the various organiza
tional and extra-organizational dependent variables associated with de
centralization. Naturally occurring field experiments are not easy to find. 
Policy makers do not look at their policies as social experiments for scien
tific inquiry. Yet, we know so little about the antecedents, consequences, 
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and contingencies of decentralization, especially in development admin
istration, that an experimental approach would provide usable knowl
edge. Indonesia, with its large size and a gradual introduction of decen
tralization to dispersed provinces, provides a natural setting for a 
comprehensive longitudinal quasi-experimental study of the effects of 
decentralization. 

Such a study would, as a minimum, include both the decentralizing 
and implementing organizations, and would analyze current levels of per
formance of their respective COTs and SMATs and their level of centraliza
tion or decentralization before introduction of the decentralization program. 
It would assess the capacity to implement the program for both organiza
tions, focusing on the performance of the.'r COTs and SMATs, and the de
gree of support and motivation of the stakeholders. It would be longitudi
nal in design, presumably with control or comparison organizations. 

Rogers' (1968) and Rogers and Chung's (1983) longitudinal study of 
decentralization of the New York City school system provides interesting 
methodological and substantive ideas for development administration. 
The study starts with a description of a highly centralized inefficient 
pathological bureaucracy insensitive to the needs of its client groups. In 
1969, the New York City school system was decentralized and, almost 15 
years later, the same bureaucracy was revisited to assess the results of de
centralization over a relatively long period of time. These are the kind of 
studies needed for organizations in developing countries (Davis, 1968; 
Miller, 1975). 

IV. Implementation of Decentralization 

For purposes of implementation, decentralization should be concep
tualized as an organization intervention designed to achieve specific ob
jectives. Whether it is introduced as a national public policy initiative or 
only as a more circumscribed management technique, it should be sub
jected to the same rigors of project cycle stages of planning, design, im
plementation, monitoring, evaluation, and impact assessment. Financial 
and social costs and benefits must be assessed, and the necessary Fe
sources (authority, money, personnel, etc.) should be planned and made 
available. System readiness, including personnel training and staffing, 
conflict resolution, stakeholder deliberations, and institutional support, 
are key to successful implementation. Like other structural organization 
development interventions, decentralization is a slow and protracted pro
cess; its results are long term and uncertain, and it is not suited for all or
ganizations in all countries at all times. It is not a quick fix for temporary 
management or political difficulties. It requires the active sustained sup
port of major players, both inside and outside the organization. 
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In their discussion of decentralization in developing countries, 
Cheema and Rondinelli (1983) recommend that, before embarking on 
such ambitious programs, each country should independently: (1)deter
mine its desired scope of decentralization; (2) assess existing national, re
gional, and local operational and management capacities; (3) determine 
the level of political support at the national and subnational levels; (4) re
view environmental or community support and constraints; (5)estimate 
the financial and technical requirements and capacities of the central agen
cies (e.g., treasury board, public service commission, training institu
tions); (6) design specific decentralization; (7) mobilize support; (8) create 
and sustain internal integrating and external collaborative institutional ar
rangements (CIAs); and (9) establish baseline monitoring and evaluation 
procedures. It is also advantageous to build a prototype program, espe
cially for countries or organizations with little or no experience with de
centralization. The primary objective is to assess and enhance the 
capacities of the participating organizations in the performance of their 
respective COTs and SMATs under different structural arrangements. 

Centralization and decentralization are ideal-type concepts in the 
Weberian tradition. They cannot and should not be achieved in their abso
lutes. The challenge for the practicing manager or policy maker is to strike 
an optimal but dynamic balance between the center, where formal power, 
authority, and control are vested, and the periphery, where participants 
may be weak and underorganized. This approach is similar to Peters and 
Waterman's (1984) concept of loose/tight properties, whereby companies 
are both decentralized by pushing autonomy down to the critical operat
ing tasks, and centralized around core values and strategic management 
tasks. Charles Perrow (1982) calls this the bureaucratic paradox because 
the efficient organization must centralize in order to decentralize. He also 
observes that centralization and decentralization must go hand in hand 
because the failure to decentralize may erode the manager's control. This 
may explain the often reported experiences of powerlessness by senior 
managers and administrators in public and private sector organizations 
in developing countries. 

Summary 

This chapter has discussed the theory, practice, and forces for and against 
decentralization in developing countries, and emphasizes that the pur
pose of decentralization is to enhance the implementing organizations' ca
pacity to perform their respective COTs and SMATs and meet stake
holders' expectations. It differentiates between intraorganizational and 
interorganizational decentralizations and emphasizes the need to identify
the implementing, decentralizing, and receiving organizations and assess 
their capacity to implement a sustained program of decentralization. 
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Implementing organizations are those involved in the decentraliza
tion effort. Decentralizing organizations are those giving up power, con
trol, and organizations or parts thereof. Receiving organizations are those 
to whom such tasks are decentralized. Ifdecentralization is intraorganiza
tional, all its players come from different parts of the same organization; if 
it is interorganizational, it involves two or more organizations. 

Decentralization is neither good nor bad. It is an organizational ar
rangement for performing the organizations' COTs and SMATs which, de
pending on the internal and external contingencies operating on the im
plementing organizations, may prove advantageous to the receiving 
organization and its stakeholders. Management's organizational choice is 
not whether or not to decentralize, but what (tasks) and how much to 
decentralize. 

The chapter has also discussed public enterprises as a form of decen
tralization but proposes that, in cases in which performance is below ex
pectations, public enterprises are likely to remain centralized, although 
this state does not necessarily solve their performance problems. The 
chapter has concluded with a discussion of the difficulties of decentraliza
tion and the need for systematic assessment of the results of decentraliza
tion programs and their implementation. 



CHAPTER 8 

Managing StructuralAdjustments 

Throughout this book, the emphasis has been on the importance of using
the organization as the relevant unit of analysis, diagnosis, and inter
vention for understanding and managing the development process. Spe
cific attention has been paid to the more significant aspects of develop
ment administration such as technology transfer and decentralization. In 
this chapter, the discussion continues in the same %'ein,focusing on the 
more macro aspects of managing structural adjustments and public sector 
reform. 

In the past, interventions based on broader macroeconomic levels of 
analysis have been unsuccessful because adequate attention was not paid
to the specific organizations through which implementation would take 
place. Strategies of structural adjustments and public sector reform can 
best be understood and implemented if the problems and suggested
remedies are specified right down to the level of the participating organi
zations such as a state-owned enterprise (SOE), a government department, 
or regulatory agency. The statement that the public sector is inefficient 
and ineffective basically translates into specific identifiable organizations
that lack the capacity or motivation to perform their respective critical 
operating taisks (COTs) or strategic management tasks (SMATs) with effi
ciency, economy, and effectiveness over a sustained period of time. 

Discussing problems of public sector management in developing
countries, the World Bank's 1983 World Development Report identifies the 
following six causes of inefficiency: (1) inappropriate macroeconomic 
policies such as ineffective exchange rates and excessive borrowing; (2) dis
torted incentives; (3)low-yielding investments; (4) investment delays and 
rising costs; (5)low capacity utilization; and (6) poor maintenance. Each 
of these problems can be traced to the responsible organizations within 
which reform strategies should be anchored. 

It is argued here that structural adjustment is essentially a process of 
identifying, creating, changing, developing, nurturing, and sustaining a 
wide range of public and private sector organizations for the effective 
management of the economy and its constituent sectors. The need for im
proved management discussed in previous chapters is even greater here 
because structural adjustments create new management challenges for or

256 
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ganizations, some of which do not exist and need to be created. An in
ternal IMF review of the adjustment experiences of African countries for 
the period 1980-83 concluded that "the expected improvements did not 
materialize mainly because of the limited administrative capabilities of the 
government to effect the requisite changes" (Zulu and Nsouli, 1985:16). 
Similarly, a recent sessional paper on Kenya's economic management and 
growth concluded that the "central government has reached the limit of 
its ability to manage competently a growing number of parastatals and 
development projects" (Government of Kenya, 1986:19). 

This chapter is organized in four sections. The first section discusses 
the meaning of structural adjustments and public sector reforms. The sec
ond describes selected organizational aspects of structural adjustments 
including SOEs. The third section introduces privatization as a process of 
developing effective indigenous private sector organizations, while the 
last section focuses on the need for establishing domestic and inter
national multisector collaborative institutional arrangements (CIAs) for 
the effective management and coordination of structural adjustments. 

I. What Is Structural Adjustment? 

Structural adjustment is broadly defined as a comprehensive restructur
ing, management, and coordination of a county's pub!ic, parastatal, and 
private sector organizations so as to make them individually and collec
tively more procluctive and to contribute more effectively, on a sustainable 
basis, to the country's development goals. It must be comprehensive, per
vasive, and sustainable in order to have long-term positive effects. It re
quires the active participation and support of local and international or
ganizations and groups. It calls for a significantly different, subtle, and 
complex role for the government and government agencies. It necessi
tates a gradual but stead), breakdown of monopolistic powers and an 
elimination of market imperfections, and allows the competitive market 
forces a bigger influence in the making of economic decisions and alloca
tion of resources to organizations. It demands more effective mobiliza
tion, distribution, and use of the country's scarce productive resources 
such as foreign exchange, public funds, investment capital, and technical 
and management skills. Finally, it requires cont'nuous systematic coordi
nation among participating organizations. 

Although strategies for structural adjustment programs differ across 
countries, the following elements are common: (1)redefining the role and 
core responsibilities of the state in the management of the economy; 
(2) introducing public service reforms for improving national and sectorial 
economic management; (3) improving management of public service or
ganizations, programs, and projects; (4) establishing more active open 
participation in international trade; (5) reducing price distortions and mar
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ket imperfections; (6) promoting the development of the indigenous pri
vate sector; (7) improving human resource development and utilization 
in both the formal and the informal sectors; and (8) assessing the role,
structures, and performance of SOEs for improved management, divesti
ture, or privatization. 

1. Ownership, Control, and Management
In theory, it is possible to create effective organization under any system
of ownership because the key factor determining organizational perfor
mance is not whether it is publicly or privately owned but how it is or
ganized and managed. In practice, most public sector organizations have 
performed far below expectations, in terms of both economic indicators 
and social goals, raising questions about their efficacy as positive instru
ments for economic and social progress. The search is underway for more
cost-effective alternative forms of organizational ownership to achieve 
economic and social development. Preliminary evidence shows that these
alternatives can yield better economic results. Even in small-scale agricul
ture for which organizations are weak and arguments for government
interventions are much more compelling, agricultural policy reforms have 
contributed to improved productivity and rural farming incomes for coun
tries such as China, Thailand, Indonesia, Sri Lanka, the Sudan, Brazil,
and Bangladesh as documented by the World Bank's 1986 World Develop
ment Report.

Distinction must be made between organizational ownership, con
trol, and management. Ownership is legal title to the organization's assets 
and earnings, but it also exposes the state to added risks, contingent and
noncontingent liabilities. Control is the ability to affect the nature and per
formance of the organization's COTs and SMATs. Management, on the

other hand, is the active and informed participation in the day-to-day run
ning and strategic decisions of the organization. It is not always clear

whether government motives for the ownership of certain organizations 
are justified for their own sake, or whether they are intended as an instru
ment of control, management, or both. In many cases, especially in inter
national joint ventures, the government may have legal ownership of the 
enterprise with little or no effective control or meaningful participation in
its management. If the government lacks expeilence in an industry and 
management expertise and technical know-how for the performance of
the relevant COTs and SMATs, it cannot instantly achieve effective control 
through equity ownership. Effective control can indeed be achieved with
out ownership or participation in the organization's management. For 
example, government can have effective control over the behavior of the
enterprise through policy, administrative, fiscal, and political instru
ments, or personal influence without necessarily exercising legal owner
ship. If control is the prime motive for enterprise ownership, the govern
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ment should first explore alternative formal and informal instruments of 
control and influence that may achieve results similar to those attained by 
ownership, at lower costs. 

If the government wishes to exercise control over domestic private 
sector organizations, it can choose from a wide range of internal formal 
political or administrative instruments including personal persuasion. 
Control of multinational corporations (MNCs) requires more complex 
government internal and international collaborative institutional arrange
ments. Control can be achieved without ownership, but ownership does 
not guarantee effective control or management of the organization. 

II. Organizational Aspects of Structural Adjustments 

Structural adjustment is a nationwide process involving many organiza
tions. Table 8.1 provides a partial list of the major types of organizations 
involved in the process. This list includes private and public sectors as 
well as domestic, regional and international organizations. Each of these 
organizations must perform its COTs and SMATs effectively in order to 
contribute positively to the reform process. Their individual activities 
must be effectively coordinated by a central agency. A USAID discussion 
paper illustrates the problems of management and coordination of the 
participating organizations when it observed that in Zambia: 

Serious bottlenecks in the management of the co-ordination 
and implementation of reform are evident. Lack of co-ordination 
and integration across agencies and sectors, data deficiencies 
for the monitoring of limited managerial capabilities for the im
plementation of specific restructuring components, and the ab
sence of systems for managing these processes of restructuring 
all have impeded the full realization of the goals of the restruc
turing effort. (U.S. Agency for International Development, 
1986b:7) 

Accordingly, in order to achieve the goals and objectives of structural 
adjustments, the participating organizations must be clearly delineated 
and the peformance of their COTs and SMATs enhanced. Table 8.2 gives 
five of the typical reform objectives and their likely effects on the COTs 
and SMATs of the participating organizations. For example, redefining 
the role of the state in economic management affects the COTs of public 
and private sector organizations through decentralization, downsizing, 
closures, and creation of new operating units. The effects of the advance
ment of the indigenous private sector organizations (IPSOs) on the 
SMATs focus on the development of collaborative institutional arrange
ments with government and other organizations. Analyzing each of the 
participating organizations' COTs and SMATs, and improving and co
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Table 8.1 

PARTIAL LIST OF THE MAJOR ORGANIZATIONS IN THE

MANAGEMENT OF STRUCTURAL ADJUSTMENTS
 

1. 	Public Sector
 
- The executive branch
 
- The public service: Line ministries, central agencies
 

Trhe military
 
- Local government: State, district, municipalities, villages
 
- Political parties/groupings
 
- Cooperatives
 
- State-owned enterprises
 

2. 	 Private Sector
 
- Indigenous private sector: IPSOs, SSEs,
local capital markets, village lenders, etc.
 
- Foreign-owned: MNCs, others
 
- Joint ventures: International, domestic
 
- Financial institutions
 

3. 	 Regional Organizations
 
- Regionl groupings: ASEAN, SADCC, ECOWAS, PTA, OECS, etc.
 
- Regional financial institution: Development banks, currency board, investment agencies

- Regional management institutes: AMI, ESAMI, CARICAD, ICAP, etc. 

4. 	 International Organizations 
- The World Bank, IMF. and alriliates 
- International development agencies 
- International investment agencies
 
- United Nations agencies: UNDP, UNIDO, ILO, etc.
 

S. 	New Organzatlions 
- Privatized SOEs, new IPSOs, joint ventures, SSEs,NGOs, etc.
 
- Project development facilities: Africa (APDF), Caribbean (CPDF)
 
- Privatization units (public sector)
 
- Multilateral Investment Guarantee Agency (MIGA, World Bank).
 

Note: 	 IPSOs =Indigenous private sector organizations; SSEs = Small-scale enterprises; MNCs = Multinational corporationsASEAN =Association of South-East Asian nations; SADCC = Southern Atrican Development and Coordination Conference;PTA = Preferential Trade Agreement (East Africa): OECS = Organization of Eastern Caribbean States;
ECOWAS = The Economic Community of West African States; AMI = Asian Management Institute: ESAMI 
= Eastern andEouthern Management Institute; ICAP =Central American Institute of Public Administration; CARICAD =Caribbean Center orDevelopment Administration 

ordinating their performance, would eliminate the management nrob
lems and help realize the reform goals and objectives. 

III. State-Owned Enterprises and Structural Adjustments 

State-owned enterprises (SOEs) have received as much bad press in the
1980s as they received good praise in the immediate post World War II
period as potential instruments of national economic and social develop
ment. The attack has been so vicious and persistent that SOEs have
become the cornerstone of the public policy debate on structural adjust
ments and public sector reform in both the developing and the industrialized
 
countries. Is all this attack justified, or are SOEs victims of circumstances
 
well beyond their control? Is it realistic to expect SOEs to disappear all to
gether from the industrial maps of these countries? What role 
can 	or 
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Table 8.2 

SELECTED OBJECTIVES OF STRUCTURAL ADJUSTMENTS AND THEIR EFFECTS ON
 
ORGANIZATIONAL COTs AND SMATs
 

EFFECTS ON ORGANIZATIONAL: 

OBJECTIVES COTs 	 SMATs 

1. 	Redefinition of the Role 0 Decentralizalion of operations to local * Reformulation of public sector 
of the State in Economic or private sector organizations organization missions 
Management 0 Closure or downsizing operations * Management of downsizing 

0 Creation of new operating units 6 Decentralization 
(eg., IBAS) * Managenent o fCatitaing rather 

thin furglirtorv fun( ions 
0 Conflict management 

2. Public Service * Sustaining of more efficient ITOF * Improve(] strategic management 
Imp:ovements 0 Use of performan(e incentives capabilities: IOC, CIA, supervision 

* 	 focus on client need saisfa(tion * Development of performance.based 
* 	 [ffect've resource utilization management systens 

3. Reduction of Price 9 Elimination of administrative/ 0 More active environmental scanning. 
Distortions bureaucratic regulatory tasks planning, and management cost control, 

* 	 More competitive pricing of critical 
inputs and Oiutlls 

* 	 Streamlined operation for maximum 
efficiency 

4. Development of a Development of LTC for performing * Creation of CIA between government 
Indigenous Private Sector public/government Tasks and the IPSOs
 
Organizations ltPSOs) 0 Improved transat lions ret ord keeping 0 Creaiom o new organitihons
 

* 	Streamlined operations and - Increased need for (oordnation 
administration a Management of IPSOs extension 

services leg. credit, management,
technology, etc.) 

S. Privatilation * De,einralization of government - Saile of SOEs 
(+peralniis to IPSOs @ Management of foreign capital flows 

* 	 formarion (if Total ai International * Ih(oomi( nnagent by itentives 
coirntsertufrs fathr thian regulations 

0 Intreased participation of foreign firIrs * Develiopment of -apital rndktket 

Note 	 COTs = Critical operzting tasks; SMATs =Strategic management tasks; 
IBAS = Indigenous Business Services; LTC= Local Technological Capacity; 
ITOF = Inputs, Transformations, Outputs, and Feedback. 

should SOEs play in the management of structural adjustment and public 
sector reform? This section discusses some of these questions. 

1. SOEs: Victim or Villain? 
SOEs are criticized not only on the basis of their record of performance 
but also for the social and economic problems of the country as a whole 
(Goyal, 1984). For example, Balassa et al. (1986) blame most of the current 
problems in Latin America on state capitalism. They argue that the Latin 
American state has failed as a direct investor or owner of business enter
prises. They also found that Latin American SOEs are notoriously ineffi
cient and that they contribute substantially to many of the problems 
hindering the economic growth of the economy such as public sector defi
cits, domestic and foreign borrowing, misallocation of resources includ
ing credit allocation and commodity subsidies, and inappropriate pricing 
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and incentives. They also believe that regulation, state capitalism, and 
corruption go hand in hand. Persuaded by recent experiences in Britain, 
Spain, and France, they call for the Latin American states to eliminate 
regulation, promote divestiture, and eliminate or restruct :,'a most of the 
SOEs as a prerequisite for renewed economic growth.

Some of this criticism is justified, because, as several studies have 
shown (Aharoni, 1986; Berg, 1981; Jones and Moran, 1982; Nellis, 1986;
Shirley, 1983), the performance of SOEs, no matter how measured, has 
generally been below expectations. Nor have they been able to act as effec
tive agents of social change especially in the areas of employmaent,
technology transfer, mobilization and utilization of local resources, or 
more equitable distribution of income, wealth, or opportunities. Specific
problems associated with SOEs include poor economic performance,
overstaffing, overvalued assets, capital-intensive use of inappropriate
import-dependent technology, high debt ratios causing constant drain on 
the national treasury, and nonresponsive top management unable to 
identify and take advantage of changing domestic and international com
mercial opportunities. 

It is also true, however, that most SOEs are victims of circumstances 
beyond their own control. They operate in an economic, political, cul
tural, .ad technological context that almost guarantees failure and in 
which organizational survival rather than profitability or growth is always
the first priority of top management. Anumber of reasons account for this 
status. First, some SOEs exist in sectors or industries with mandates or 
structures that make it almost impossible to operate as commercially
viable organizations. One of the early justifications for SOEs was to de
velop business enterprises in sectors or regions of the economy in which 
private capital would not go, at least for a while. Second, SOEs are highly
truncated and highly controlled by various government agencies, and 
therefore lack the autonomy and flexibility necessary to operate and com
pete on a commercial basis. Third, they have to respond and deal with 
multiple tutelages, divided and violently conflicting political groups,
turning them into a political or ethnic battleground. In a study of Uganda's
Coffee Marketing Board, Bates (1985) found that the SOE was being used 
as a battleground for the country's deeply divided political and military
interest groups who could not sacrifice their own interests for the sake of 
the then badly needed rational international performance of the state
owned marketing board. 

Government intervention in the management of the SOEs can and 
often is dysfunctional for several reasons. First, it is inconsistent, irregu
lar, and designed to deal with immediate crises. Second, government
officials often lack intimate inside industry knowledge and technical ex
pertise to make informed judgments. Third, they often use extra
organizational considerations for making decisions, thus exposing the 
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SOE to unnecessary environmental disturbances, risks, or threats. Fourth, 
government intervention tends to concentrate on SOEs in financial or op
erational difficulties, a choice that, in most cases, simply makes matters 
worse. 

Some SOEs are provided with inadequate human, capital, financial, 
and management resources; yet they need these to operate as efficient 
and effective commercial organizations. This may be a deliberate govern
ment strategy to control the SOEs by limiting access to neede resources. 
As an SOE becomes commerciaily viable, financially independent, and 
technologically competitive, its ability to figh. off excessive government 
control significantly increases. Resource-dependent SOEs are vulnerable 
to excessive government control, acondition that in turn leads to poor per
formance and more calls for control (Hafsi, Kiggundu, and Jorgensen, 
1987). 

Victim or villain, the record of performance of SOEs as a group jus
tifies raising serious questions about their efficacy as an effective organiza
tional form for managing development. i ny Killick, Director of the Over
seas Development Institute, put it bluntly when he wrote: "To an African 
Gol'errt !'.ntcontemplating the creation of a substantial public sector as a 
means of promoting industrialization, (he advise of this writer would 
have to be: 'don't do it'; there are botc-r ways of stimulating industrial 
gr,'w.h" (1983:87). Wade (1985) share, .lar views about India. 

Indeed, these sentiments are held by many, including Berg (1981) and 
Nellis (1986). In a recent review of SOEs in Africa, Nellis found that SOEs 
have made the biggest contributions to their countries' public debts and 
have proved incapable of servicing the loans they have accumulated over 
time. In Zaire, for example, the stete assumed responsibility for $1.3 bil
lion of SOE debts. Excessive government control has been partly blamed 
for the poor perfornmace. In Zambia, according to Turok (1984), not only 
did the president and t1'e prime minister personally make senior appoint
ments fo~r ZIMCO (Zambia Industrial and Mining Corporation Ltd.) and 
its subsidiaries, they also chaired board meetings. 

In spite of the problems facing SOEs and then, respective govern
ments, there is still considerable support for their continued existence, 
especially among nationalists and social scientists. Ghai (1985) sym
bolizes the counterattack on Berg and the World Bank. He argues that the 
World Bank's drive for divestiture and privatization is based on mislead
ing conceptions of the perfcrmance of the public and private sectors in 
the economy. Simple calculations of profits and return on investment 
obscure the diversity of purposes underlying public enterprises and are 
therefore inappropriate in highly uncompetitive markets. Ghai concludes 
that it is unrealistic and premature for Africa seriously to consider the de
velopment of the private sector built on competitive forces when there are 
no competitive markets. His solution to the cMrent performance prob
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Table 8.3
 

STATE-OWNED ENTERPRISES, ECONOMIC GROWTH, AND riE PUBLIC DEBT BURDEN
 

GNP per Capita Average Annual Growth Rate Total Long-Teri i Debts 
As a Percentage of GNP 

Country Year 
Number of U.S. Dollirs 

SOEs 1984 1965-84 1970 1984 
Change 
+or -) 

Benin 
Botswana 
Burundi 

1982 
1978 
1984 

60 
9 

51 

270 
960 
220 

1.0 
8.4 
1.9 

'16.0 
17.9 

3.1 

59.8 
31.3 
35.8 

+438 
+13.4 
+32.8 

Cameroon 
Congo 
C6te d'lvoire 

1980 
1982 
1978 

50 
75* 

147 

800 
1140 
610 

2.9 
3.7 
0.2 

13.0 
53.9 
19.1 

31.3 
76.2 

107.5 

+18.3 
+22.3 
+88.4 

Ethiopia 1984 180 110 0.4 9.5 29.5 +20.0 
Ghana 1984 130 350 -1.9 - -
Guinea 
Kenya 
Lesotho 
Liberia 
Madagascar 
Malawi 
Mali 

1980 
1982 
1978 
1980 
1979 
1977 
1984 

181 
176 

7 
22" 

136 
101 

52 

330 
310 
53C, 
470 
260 
180 
130 

1.1 
2.1 
5.9 
0.5 

-1.6 
2.3 
1.1 

4' , 

2(t 
7.7 

49.9 
10.8 
43.2 
88.1 

59.5 
53.3 
24.3 
77.4 
73.0 
63.5 
95.9 

+12.4 
+27.0 
+16.6 
+27.5 
+62.2 
+20.3 
+7.8 

Mauritania 
Niger 
Nigeria 

1983 
1984 
1981 

112 
54 

107 

450 
190 
730 

0.3 
-1.3 
2.8 

13.9 
-
5.9 

171.2 
76.7 
17.0 

+157.3 
-

+11.1 
Rwanda 
Senegal 
Sierra Leone 
Somalia 
Sudan 

1981 
1983 
1984 
1979 
1984 

38 
188 
26 
44 

138* 

280 
380 
310 
260 
360 

2.3 
-0.5 
0.6 

N.S. 
1.2 

0.9 
15.5 
14.3 
24.4 
15.2 

15.1 
69.4 
34.7 
904 
77.2 

+14.2 
+53.9 
+20.4 
+66.0 
+62.0 

Tanzania 
Togo 

1981 
1984 

400 
73 

210 
250 

0.6 
0.5 

20.7 
16.0 

69.6 
100.1 

+48.9 
+84.1 

Uganda 1985 130 230 2.9 7.3 20.5 +13.2 
Zaire 1981 138 140 -1.6 - - -
Zambia 1980 114 470 -1.3 37.5 115.4 +77.9 

Source: Compiled from John R.Nellis, Public Enterprises in Sub-Saharan Africa, Washington,D.C.: World Bank Discussion Papers, 1986, Table 1, p. 5, and the World Development

-Report 1986, Washington, D.C.: The World bank, Tables 1and 17, pp. 180, 212.
 
GNP = Gross National Product.
 
*Excludes financial institutions.
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lems is one of restructuring and management improvements rather than 
divestiture and privatization. The ILO also favors internal management 
improvements (Powell, 1987). 

Table 8.3 provides data for twenty-eight African countries in regard 
to the number of SOEs, economic performance over a twenty-year period, 
and long-term debt. The data provide some evidence relating to the ques
tion of the effects of SOEs on macroeconomic performance as measured 
by GNP, and the public debt burden. Although the results are mixed, the 
data show some interesting observations. Low-income countries tend to 
have more SOEs than those with slightly higher incomes. Most countries 
with less than $500 GNP per capita such as Ethiopia, Tanzania, Senegal, 
Guinea, and Kenya have more than 100 SOEs each. Countries like Bot
swana, Cameroon, and Congo with more than $500 GNP per capita have 
fewer SOEs. However, the relationship is not perfect as some very low
income cour tries such as Burundi and Mali also have fewer SOEs. 

The data show a stronger relati.)nship between the number of SOEs 
and the growth rate. All countries with negative average annual growth 
rates for the 1965-84 period such as Zambia, Zaire, Senegal, Niger, and 
Ghana also have 100 SOEs or more. Moreover, the two countries with the 
highest average annual growth rate for the same period-Botswana and 
Lesotho-have less than ten SOEs each. 

The data on long-term debt are equally suggestive. Both in 1970, be
fore the first oil shock and the world recession, and in 1984, countries with 
fewer SOEs such as Botswana, Liberia, and Sierra Leone also had a 
smaller long-term debt as a percentage of their respective GNP. Between 
1970 and 1984, all the countries shown in the table increased their long
term debts as a percentage of GNP. Of the eight countries with an increase 
of over 50 points, all except two (Somalia, Togo) have at least 100 SOEs. 
Countries such as Lesotho, Botswana, Rwanda, and Sierra Leone, each 
with less than 50 SOEs, have among the smallest increase in their public 
debt burden over the same period. 

These aggregate data do not provide conclusive evidence of the re
lationships between a country's number of SOEs, slow economic growth, 
and increasing public debt burden. Nor do they establish direction of cau
sation. They are, however, suggestive of the strength of the links among a 
country's propensity to use SOEs as agents of economic development, 
slow economic growth, and rising public debt burden. 

2. Why Do Some SOEs Do Well?
 
Not all SOEs are poor periormers or need to be privatized or dissolved.
 
Even ir.Africa and Latin America, where SOEs have received particularly
 
unfavorable reviews, there are known winners such as the Kenya Tea De
velopment Authority, the Botswana Meat Commission, the Tanzania Elec
tricity Company (Tanesco), Ethiopian Telecommunications Authority,
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Ethiopian Airlines, and the Cotton Development Authority of Madagas
car (HASYMA). This section discusses some of the factors that account for 
the relative success of these and similar SOEs. 

Again, SOEs are organizations and, as such, in order to understand 
how and why they do or do not work well, it is necessary for us to examine 
the organization and performance of their respective COTs and SMATs. 
SOEs that do well are those whose management capability, local techno
logical capacity (LTC), structures, and control and incentive systems con
tribute to the maximum performance of their COTs and SMATs. rhose 
that do not do well experience problems performing these tasks. The most 
ineffective SOEs are those that are both truncated and retarded. SOEs are 
truncated if they are unable to perform their SMATs effectively either be
cause they have beer usurped by the parent ministry or because manage
ment is simply incompetent. They are retarded if they have been unable 
to develop the necessary LTC for the performance of their COTs. Both 
handicaps are debilitating because they illustrate the extent to which the 
SOE is unable to perform its c-sential tasks. 

Successful SOEs are characterized by: (1) simple structure and clear 
objectives; (2) technical competency and industry knowledge; (3) frequent
business-like contacts with the parent ministry; (4) proper financial man
agement control; (5) systemic human resource development and utiliza
tion; and (6) mutually rewarding domestic and international CIAs. Politi
cal promises must be translated into realistic business plans; the SOE 
must identify and take advantage of commercially beneficial niches in the 
industry; government stakeholders must be kept informed and continu
ally educated to minimize SOE misuse or abuse; and costs, prices, and
the budgeting process should be sound, realistic, and respected.

The SOE should avoid overstaffing, use expatriates and outside con
sultants selectively, and provide employee incentives that promote learn
ing and performance. As Nellis found with HASYMA of Madagascar,
"... the company staff are well-trained and highly motivated; the com
pany has managed to attract and retain qualified staff by providing high
salaries, substantial fringe benefits and opportunities for career develop
ment" (1986:26-27). Likewise, successful SOEs break away from some of 
the dysfunctional government controls and establish independent
domestic and international CIAs similar to those of private business enter
prises in the same industry. For example, Ethiopian Airlines would never 
have been able to stand up to its Marxist masters if its rcputation was not 
a source of national pride and international respect.

In a recent study, Hafsi, Jorgensen, and 1(1987) developed a life cycle
evolutionary model tha; describes SOE-government collaborative institu
tional arrangements in terms of enterprise autonomy and effectiveness.
The model can be extended to analyze collaborative institutional arrange
ments of other major participating organizations in the private sector such 
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as IPSOs and SOEs with government, nongovernment, domestic, and 
international organizations. These CIAs can help explain and improve the 
management of the structural adjustment process. 

3. Strategies for SOE Reform 
The argument that SOEs should necessarily be sold off or closed is both 
simplistic and unrealistic. Like their counterparts in the private sector, 
SOEs as complex organizations are created and continue to exist for a vari
ety of rational and nonrational reasons. The rational models are not 
adequate for explaining all forms of behavior in organizations and, as 
Brunsson (1985) clearly demonstrates, not only is irrational decision mak
ing in organizations common, it is fundamental for understanding and 
managing organizations in both the public and the private sectors. In the 
process of judging each case on its own merits, organization science can 
make a contribution by providing conceptual frameworks, diagnostic 
tools and expertise, and empirical evidence for informed operational and 
policy choices. 

Table 8.4 provides a range of options potentially available for dealing 
with SOEs. The three broad strategies of internal management improve
ments, partial divestiture, and complete divestiture vary on a number of 
dimensions. While management improvements are limited to internal 
changes, complete divestiture is more drastic and should reflect a signifi
cant shift in the role of the state in the management of the economy. In
ternal management improvements should be undertaken when there is 
genuine belief that significant improvements are indeed possible, or 
when a tactical intermediate step for the more drastic strategies is advis

.ble. The strategy should not be used as a delaying tactic as this is likely to 
waste valuable resources. 

Partial divestiture provides the most commonly used range of reform 
options in developing countries. These options are attractive to the major 
actors for a variety of reasons. First, they are aimed at improving tlhe man
agement and task performance of the SOE. Second, they provide alterna
tive arrangements for bringing in foreign capital and expertise with or 
without equity ownership. Third, they tend to reduce but not to eliminate 
the overall control of the government in the management of the SOE. 
Fourth, they provide a framework for various actors to work together 
through various forms of multilateral arrangements. For example, con
tract farming, whereby a muitinational corporation agrees to buy, pro
cess, and marke t specified quantities and quality of farm produce at preset 
prices, is commonly used for the production of bananas, other fruits, and 
vegetables, especially in Central America. According to Glover (1986), 
these arrangements help bring MNCs together with small growers, coop
eratives, peasants, host country governments, and international financ
ing and development agencies. These arrangements enhance the perfor
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Table 8.4 

STRATEGIES FOR STATE-OWNED ENTERPRISE REFORMS 

1. Internal Management Improvements: 
- Critical Operating Tasks (COTs)
 
- Strategic Management Tasks (SMATs)
 
- COTs/SMATs Coordination
 
- Collaborative Institutional Arrangements: 

- Domestic
 
- International
 
- Technology Transfer
 
- Decentralization
 
- Hum.on Resource Management
 

2. Partial Divestiture: 
- Contracting
 
- Leasing
 
- Joint Ventures
 

- Domestic 
- International
 

- Franchising
 
- Management Contracts
 

3. Complete Divestiture: 
-Privatization
 

- Employee Stock Ownership Plans (ESOPS)
 
- Venture Capital
 
- Leverage Buyouts 
- Local/Fcreign Purchaser 

- Liquidation
 
- Assets
 
- Equity
 

-Closures
 
- Partial 
-Complete 

- Decentralization
 
- COTs and SMATs
 
- Central to Local Governments
 
- Go,,ernment to Domestic/International Private Sector 

Note: COTs Critical Operating Tasks; SMATs =Strategic Management Task,; ESOPs Employee Stock Ownership Plans. 

mance of the participating organizations' COTs and SMATs as well as their
domestic and international collaborative institxktional arrangements 
(CIAs).

Management contracts are also common especially in large-scale
farming and other complex organizations. In Africa, they are used to expe
dite the process of technology transfer. Major multinational corporations
like Booker McConnell, Tate &Tyle, and Lonrho have management con
tracts with SOEs in Africa. For example, through its affiliate Booker Ag
riculture International, Booker McConnell maniges the Mumias out
grower sugar schemc in Western Kenya. In return, tie MNC receives three 
types of income: (1)a fixed fee for expatriate salaries ,nd related overhead 
costs; (2) commission on sales ofsugar; and (3) a small share of net profits. 
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The MNC fees should be based not only on the performance of the SOE, 
but also on the extent to which it facilitates the development of private 
sector organizations (IPSOs, SSEs) in the economy. 

Complete divestiture, which is only beginning to emerge as a policy 
option for many developing countries, provides a wide range of options 
that involve changes in the ownership of the SOE. Under privatization, 
several alternative sources of capital include employee stock ownership 
plans (Cowan, 1985), venture capital, leverage buyouts, and locai (IPSO, 
SSE) or foreign purchases (see Table 8.4). Leverage buvouts are arrange
ments whereby the new buyer raises money from a third party, who also 
takes some equity in the new firm. In C6te d'lvoire, the International Fi
nance Corporation arranged a leverage buyout of an agro-business SOE. 
This is an area where both domestic, regional, and international financial 
institutions and development banks can become more actively involved 
in the reform process by alleviating problems of obtaining capital for 
privatization. Opportunities for Employee Stov:k Ownership Plans (ESOPs) 
should be more actively promoted because, in addition to providing 
needed capital and promoting employee participation and commitment 
to the reform process, they are likely to be attractive in most developing 
countries for ideological and cultural reasons. 

All strategies of SOE reform call for different roles, abilities, skills, 
and knowledge, especially f:br government officials and SOE managers. 
These needs are clearly illus.rated by a recent experience in Togo where 
the government leased a near-defunct SOE steel mill to a foreign entrepre
neur on very generous terms. The terms for the foreign entrepreneur in
cluded tax-free import of raw materials, 41 percent guaranteed rate of re
turn, lease fees of only $175,000-a sum much less than the continuing 
government interest payments on the original investment-and the stipu
lations that the finished products were to cost more than equivalent im
ports and the firm was not obligated to employ more than the original 
level of 75 people. To the government of Togo, these concessionary terms 
were necessary in order to demonstrate to the world that "Togo is open 
for business again." Moreover, the rnv;, would have closed down and leas
ing, as opposed to complete divestiture, leaves the government the option 
to get it back should conditions change. Nevertheless, this case illustrates 
the need for governments to strengthen their capacity for managing the 
reform process (Neilis, 1986). 

Each developing country should determine its own reform package 
that combines different strategies ranging from internal management im
provements to complete divestiture. Even if the ultimate objective for re
form is total divestiture, in the short run it may be prudent to rehabilitate 
the SOE and turn it into a productive and commercially attractive organi
zation. The considerable amount of pressure com--g from international 
organizations such as the World Bank and U.S. Agency for International 
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Development serves a useful purpose insofar as it forces governments to 
rethink and restructure their economies and improve the performance of 
their organizations. 

IV. Privatization 

Today, privatization as a strategy for renewed economic growth and de
velopment is as popular as nationalization and SOEs were only twenty 
years ago. One aspect common to both is that we know no more about the 
theory and practice of privatization and its long-term effects than we did 
then about SOEs and nationalization. Privatization seems to be driven 
more by the failure of competing strategies of managing development
than its own internal consistency and proved record. The differing
ideological assumptions implicit in these competing strategies make any 
attempts at integration and reconciliation almost impossible. Yet, for a va
riety of reasons and pressures both from within and outside the develop
ing countries, both privatization and SOEs are likely to continue to coexist 
for a iong time. Activities designed to support or discredit one or the other 
stiategy will, in the long run, prove less useful than efforts directed at the 
development of integrated knowledge and experience applicable to both. 
As Bozeman (1987) has argued, what matters is not whether an organiza
tion is privately or publicly owned, as both types are subject to varying
degrees of political control and authorty, but rather the extent to which 
its behavior in the conduct of its essential tasks is determined by govern
ment conduct or market forces. Both pivatization and state ownership or 
control should be discussed in the context of their respective effects on 
the performance of the participating organizations' COTs and SMATs and 
on overall national development. 

1. What Is Privatization? 
In its policy statement, the U.S. Agency for International Development de
fines privatization as "the transfer of a function, activity, or organization
from the public to the private sector," and that ". . . it brings together pol
icy reform, institutional development, and utilization of the private sec
tor" (U.S. Agency for International Development, 1986: June, 2). Drawing
from this definition, but broadening it ')eyond simple transfer trans
actions across sectors, we can define privatizafion as a comprehensive
economic, social, and political strategy designed to increase competitive
market forces and to reduce or eliminate market imperfections by reduc
ing the role of the state and increasing that of the private sector in the own
ership, control, and management of the economy's productive resources. 

Privatization has economic, social, and political goals and objectives.
Its economic goals relate to increased productivity through more effective 
and competitive mobilization, distribution, and utilization of resources by 
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private rather than public sector organizations. They include liberalizing 
markets, transferring economic resources from a few public hands to di
versified private interests, pruning and improving the public sector, and 
providing opportunities and incentives for the development of private 
sector organizations. The social goals are aimed at more equitable distribu
tion of income, wealth, and opportunity. The political objectives are re
lated to the need for more democratization of the political process and tile 
enhancement of individual and collective human rights and freedoms 
under a free enterprise political system. 

2. Why Privatization?
 
Governments are attracted to privatization for a wide range of reasons in
cluding: (1) receipt of immediate cash income or foreign exchange; (2)
 
promise of future cash income and foreign exchange; (3)the need to settle
 
foreign debt; (4) the desire to reduce the role of the state in tile manage
ment of the economy and to control budget deficits and the debt burden;
 
(5)encouragement of industrial development and foreign investment; (6)
 
development of more active and efficient capital markets; (7) improve
ment of the efficient performance of economic organizations; (8) promo
tion of a political philosopIhy of liberalization, improved human rights,
 
and free market capitalism; (9)achievement of more equitable distribution
 
of in come, wealth, and opportunity among the various sectors and
 
groups; and (10) response to and quelling of international pressures.
 

The objectives and possible outcomes of privatization are so diverse 
that it is important for a government to articulate its policy objectives be
fore embarking on privatization. It is also necessary to specify the 
methods and citeria by which the policy is to be implemented and 
evaluated. This step isparticularly important because privatization is a 
new social experiment for most developing countries and there are very 
few research data or systematic experiences regarding the entire process 
and all its possible oi- -es and social costs. 

3. Preconditions and Methods of Privatization 
For privatization to proceed, a number of conditions are necessary. These 
include: (1) the existence of willing buyers and sellers brought together by 
a system of near perfect information; (2)an adequate and well-maintained 
physical, social, and institutional infrastructu:e, an attractive business cli
mate, and political stability; (3) low common tariffs; (4) prompt and fair 
enforcement of contracts; (5)elimination or equal application of controls; 
(6) equal access to credit and foreign exchange on equal terms; (7) elimiria
tion of protectionism or market imperfections; (8) establishment of 
market-based interest rates; (9) reform of employment, investment, tax, 
and !iL'asing laws to allow more competitive market forces to operate; 
and (10) political preparedness in order to ensure that potential losers and 
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beneficaries have been identified and mobilized and that their legitimate 
conc. 's and opposition have been dealt with in a manner consistent 
with the overall policy objectives of privatization.

Whether thF cransfer involves change in legal status or only decision
making authority, however, it is important that the buyer is free to: (1) re
structure the firm; (2) change the firm's products or product mix; (3) change
the firm's business or line of activities; (4) use subcontractors and leases;
(5)expand, contract, or close down some of the firm's activities; (6)alter 
terms and conditions of employment and compensation; and (7) make 
management and operational decisions relating to areas such as financ
ing, cost reduction, production engineering, innovation, staffing, and
marketing. In essence, the new owners should have a free hand in the 
structuring and performance of the organization's emerging or recreated 
COTs and SMATs. 

Four of the most common methods by which privatization can be 
achieved are: (1) complete divestiture; (2) partial divestiture; (3)contract..
ing out; and (4) partial privatization. With comp!ete divestiture, either t'. 
SOE is sold operationally intact to private interests, or it is terminated and
its assets are liquidated. Complete divestiture of SOEs is the preferred ap
proach to privatization by the U.S. Agency for International Development
because it: (1) .elieves the host government treasury o the recurrent cost
burden of unproductive assets; (2)ends the need for special subsidies or
incentives for unproductive SOEs; and (3) reduces the role of the state in 
the economy and contributes to greater market allocation of resources. 

Partial divestiture can take one of two forms. The host government 
can enter into a joint venture with private investors with the government
retaining only a minority equity position and allowing control to pass on 
to private hands, and the enterprise to operate as a private entity. Alterna
tively, the functions of the SOE can be divided into purely public func
tions that are retained by the government and private functions that are
sold off or contracted to private interests. For example, an export crop
marketing board may lose the monopoly of buying, collecting, storage,
and processing of the crop to private sector interests, but retain export and 
international marketing functions. 

Contracting out of services is increasingly becoming a popular
method of privatization in both industrialized and developing countries. 
In this method, the government specifies the work that needs to be done 
and sends out requests for proposals (RFPs) to prospective private sector
bidders. Each bidder responding to the RFP provides a statement of its 
understanding of the work thtneeds to be done, its technical and mana
gerial competency to perform the required work, its financial integrity,
and the price it will charge the government for the work. The government 
can specify additional requirements such as maximum use of local re
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sources, employment of or discrimination against certain regions or 
groups of citizens, and technical specifications of the work. Examples of 
service contracts include road and vehicle maintenance, medical labora
tory work, fertilizer disiribution, and general government services such 
as printing, production and distribution of utilities, social services, and 
transport and telecommunications. 

Bidding on government contracts and responding to RFPs requires 
time, money, and expertise, which local IPSOs and SSE organizations 
may not have as part of their COTs or SMATs. Foreign organizations, espe
cially MNCs, often have an unfair advantage over local competition. It 
may therefore be necessary to provide special incentives or programs to 
help indigenous private sector organizations to develop the necessary ex
pertise for the required (RFP) COTs and SMATs for effective participation 
in privatization. International development and financial institutions, 
commercial and development banks, United Nations agencies stich as 
UNIDO and UNDP, and national and regional management institutes can 
play a crucial role in facilitating active participation of the local indigenous 
organizations. 

There has been very little research done on the effects of contracting 
out on structural adjustments. A recent NASPAA/USAID (Moore et al., 
1987) study of the Honduran experience of construction activities in hous
ing, rural primary schools, and rural roads found, however, that contract
ing out did not yield better results in terms of quality, timeliness, or costs. 
The indigenous private sector enterprises were not able to perform their 
COTs more efficiently than the government partly because of their own 
internal operational and ,trategic management limitations and partly be
cause the government was unable or unwilling to remove the various 
bureaucratic obstacles that were causing market imperfections. 

Partial privatization also takes at least two forms. It can be achieved 
when the government retains ownership of the SOE but contracts certain 
functions such as management, production, marketing, or finance to the 
private sector on a long-term basis. Management contracting, widely 
used in large-scale agro-businesses, mining, manufacturing, airport man
agement and maintenance, and hospital administration, is one of the 
most popular forms of partial privatization. Privatization in the financial 
area can be accomplished by turning over revenue collection to a private 
sector agency, or by requiring users to pay full, unsubsidized costs. 
Kenya's Kenvatta National Hospital is undergoing partial privatization; it 
is to be managed by a semi-autonomous board responsible for its costs 
and revenues and free to organize and perform its COTs and SMATs in
dependent of the Ministry of Health. Partial privatization can also be 
achieved by selling off subsidiaries of a vertically integrated SOE. For 
example, an airline SOE that also owns hotels, tour operations, and travel 
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agencies, can be partially privatized by selling off or liquidating unprofit
able lines of business. Partial privatization can be a short-term interim 
measure, or part of a country's comprehensive policy of public sector re
form. It is not unreasonable to expect that a country's comprehensive pro
gram of public policy reform will include use of different methods of
privatization with complete divestiture in some sectors or industries and 
only partial privatization in others. 

4. Potential Areas for and Recent Examples of Privatization
 
Opponents of privatization argue that it is unsuitable for a 
developing
country because of its: (1)lack of a viable and respectable indigenous pri
vate sector separate from the government; (2) weak competitive or effi
cient markets; (3) shortage of capital; (4) unattractive business and invest
ment climate; (5) inability of the small countries to negotiate fair deals 
with international organizations or MNCs; (6) weak and inadequate in
frastructure; and (7) political instability. They further argue that there is 
no conclusive evidence that, outside tile small-scale operations found in
the SSE sector, the private sector is necessarily more effective than the
public enterprises. Moreover, there is no guarantee that privatization will 
stop government control or intervention either in the management of the 
economy or in the individual private sector enterprises. Self-restraint is
not a question of policy; instead, it is a matter of discipline and institu
tional tradition based on belief in the separation and differentiation of 
power across sectors, respect for private rather than communal property
rights, confidence in individuals and organi:.zations outside the govern
ment to be economically and socially responsible, and the political and
professional maturity of the major actors. Most of these traditions do not 
exist in developing countries.
 

Privatization will not be accomplished through 
a massive inflow of
private capital because of unattractive investment climates. The public/
private mix is not likely to be much changed by current divestiture be
cause actual cases have been few and their success has been marginal. A
number of potential areas where further privatization shouh! take place
include: (1) agricultural marketing of inputs (e.g., seeds) and outputs; (2)
state trading corporations; (3) agricultural services such as fertilizer distri
bution in Bangladesh, extension services in Chile and other Latin Ameri
can states, and sanitary services; (4) supply of water undr management
contract as in Cote d'lvoire; (5) construction; and (6) small holder agricul
ture and social forestry and transp-)rtation. 

On the privatization of transport services, Berg observed, "there canbe little question that in urban transport-and, almost as surely in other
transport-small-scale private operators have decisive advantages over
public sector producers and over large-scale operators generally"
(1985:79). Indeed, studies have shown that private urban transport oper
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ators in Buenos Aires, Calcutta, Istanbul, Bangkok, Hong Kong, Nairobi, 
and Chiegmai, Thailand, make more profits, run more frequently, serve 
more remote areas, and utilize labor and capital more effectively without 
subsidies. On the other hand, the large public corporations operate at a 
less, depend on continued subsidies, are overstaffed, and provide only 
limited s'prvices. 

In spite of earlier skepticism, it is estimated that privatization has 
been tried in one form or another by at least 50 developing countries and 
another 50 are seriously considering its applicability to their own situa
tions. Application has not been limited to one continent or region but cuts 
across all regions of the developing world. A few examples will help to 
illustrate the point. Between 1974-80, Chile sold about 130 SOEs and re
ceived over $500 million. !n 1981, Brazil created a commission for divesti
ture; within its first five years of operation, it sold over 50 SOEs. Jamaica 
has also established a similar committee through which it has sold public 
enterprises and leased out hotels. Pakistan denationalized over 2,000 rice, 
flour, and cotton mills while Bangladesh returned 35 jute and 23 textile 
mills to the private sector. These cases show that a trend for privatization 
is being established, although in some instances governments had to sell 
on attractive terms to interest investors who could as easily have started 
their own enterprises. Roth (1987) refutes the conventional wisdom that 
only the public -ector can supply certain services in developing countries 
by describing dozens of examples of traditional public services in educa
tion, health, electricity, telecommunications, urban transport, and water 
supply which are being privately provided in more than 50 developing 
countries. 

The nature ane le scope of divestiture and privatization vary by re
gion and country. In general, however, complete divestiture is moving at 
a slower rate than partial divestiture. In Africa, liquidations and closures 
have been more frequent. Nellis (1986) reports a 1985 sample study of 15 
sub-Saharan African countries which found that 88 closures and liquida
tions of SOEs took place in the period 1979-84, for example, in Mali, 
Liberia, Guinea, Madagascar, and Cameroon. In the same period, there 
were also 23 sales of assets or equity, 20 management contracts, 13 leasing 
arrangements, and 7 joint ventures in Mali, Senegal, Zaire, and Kenya. 

Preliminary evidence points to the fact that most of the activity in di
vestiture and privatization has been concentrated in marginal areas. 
Specifically, sales and liquidations have been largely for those SOEs with 
little or no chance for rehabilitation. As well, governments have been 
quick to push for divestiture in marginal areas with little consequences for 
the overall size of the public or parastatal sectors. 

All this may change because the U.S. government, through the U.S. 
Agency for International Development, has made privatization the corner
stone of its international development assistance to the developing coun
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tries. It has established a goal of "at least two privatization activities in 
each mission by the end of the fiscal year 1987, and two new privatization
activities every year thereafter" (U.S. Agency for International Develop
ment, 1985:3). It has targe ted 43 countries: 18 in Africa, 13 in Asia, '-,d12 
in Latin America. It will provide technical and financial assistance to par
ticipating countries and has made its economic development assistance 
contingent on a country's willingness to undertake public sector reform 
that almost invariably means divestiture and privatization. It has created 
the Center for Privatization as a conduit organization to help sell and im
plement privatization in all developing countries. By 1990, the U.S. 
Agency for International Development alone is expected to generate over 
250 privatization activities in different parts of the developing World. 

With the U.S. government as the prime mover, and the active support
and involvement of the World Bank and other international development
and financing organizations, privatization is likely to become the darling
of the 1990s in international aid and development. 

5. Risks and Limits to Privatization 
As privatization is a relatively new a'proach, there is very little accanu
lated field experience from which to learn. It is generally acc-pted, how
ever, that it is associated with ccrtain risks and limitations that deveoping
countries' policy makers should be aware of. These risks are accentuated 
by formidable obstacles peculiar to developing countries which t'reaten 
to prevent widespread application of privatization. Current experiences

in the United States, Britain, and France, and the limited success stories,

especially in the SSE 
 sectors, may not be generalizable. To avoid un
pleasant surprises, countries must proceed with prudence and should be 
prepared to make policy shifts or change implementation strategies and 
tactics as they gain more experience. Drawing from Latin American ex
periences, Morrison observed that: "Orthodox economic liberalization 
programs undertaken in Chile, Argentina, and Uruguay ... encoun
tered serious, unforeseen difficulties whkh undlercut the drive to expand 
exports and made serioub mid-course revision,, necessary" (1986:9). More 
recent examples of street riots and political unrest have come from Zam
bia, Egypt, the Sudan, Ghana, and Pakistan. 

One of the risks ass.iciated with privatization is that it may be a pass
ing fad. Although international organizations are now actively promoting
it as a pclicy of reform, five vears down the road, faced with mixed or dis
couraging results, they iaav abandon the policy and leave the participat
ing counties out on a limb. There is also the fear of failure. Public policy 
ma, es are concerned that if the private sectoi were to prove incapable of 
managing the organizations and providing the goods and services for
merly in the public sector domain, the consequences would be disastrous. 
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Yet, the quality and management capability of the private sector organiza
tions for many of the developing countries remain largely unknown. 

There is also concern about a wide range of social and political nsks 
associated with privatization. It has been suggested that privatization 
benefits the weak but inflicts losses on powerful stakeholders. This situa
tion can be a source of political instability, especially in those countries 
where the bureaucracy and the military form a joint coalition against the 
peasantry. In the past, the private sector, especially the MNCs, have been 
associated with activities dangerous to the political or military security of 
the country. For example, some of the earlier nationalizations in Zambia 
occurred in response to perceived security problems associated with 
South Africa and Rhodesia. In some countries, the private sector is not 
trusted because it is dominated by a different ethnic, racial, or religious 
group. Examples include the Chinese in South-East Asia, the Asians in 
East Africa, the Lebanese in C6te d'Ivoire, and the Jewish people. 

The social and economic risks associated with privatization include 
rising prices of basic needs such as food, energy, water, and transport, 
and higher levels of unemployment especially among the uneducated 
youths with little or no industrial experience or portable marketable skills. 
These problems are most likely to hit hardest in the urban areas, which 
are also the places in which most political riots and other acts of violence 
originate. Hofstede (1983) has argued that most people in developing 
countries support a large public sector for cultural rather than economic 
or political reasons. He suggests that the individualism embodied in 
privatization is inconsistent with the collective national culture that 
characterizes most of the developing countries. If this concept is true, 
then the whole policy of divestiture and privatization may be perceived 
by these people as an attack on their fundamental cultural values and be
liefs. This is one of the areas sorely in need of further investigation. 

Finally, there is the risk of resistance from within. In many develop
ing countries, the public sector bureaucracy (government and SOEs), 
which would be expected to play a leading role in the conceptualization 
and implementation of privatization, may be opposed to the policy 
perhaps out of self-preservation. Over time, these people have in
stitutionalized resistance to change, as can be evidenced by previous pol
icy reform efforts such as decentralization and bureaucratic reorientation. 
Even those countries with the economic wisdom to accept privatization 
as a reform strategy, and the political determination to implement it, may 
fail because of subtle opposition from public sector institutions. This is 
likely to be the case in countries like Kenya where the same bureaucrats 
are deeply involved in the ownership and management of the emerging 
private sector organizations. In Latin America, business executives and 
politicians draw from different intellectual and cultural external influ
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ences with significant ideological differences. The social costs for the 
weak, the poor, the landless, and the unemployed deserve more seriou. 
thought and action. 

V. Shuctural Adjustment as a Form of
 
Collaborative Institutional Arrangements
 

From an organizational perspective, structural adjustment can be seen as 
a process of developing and sustaining collaborative institutional arrange
ments (CIAs) for the effective performance of the participating organiza
tions' COTs and SMATs. These CIAs are advantageous because they in.
volve a large number of organizations, spread the management burden, 
create an organizational infrastructure where none existed before, gener
ate organizational synergy by enabling local organizations to link up with 
national and international organizations, and provide a mechanism for
the development of a dynamic local technological capacity and shared 
utilization of scarce resources. 

In analyzing structural adjustment and its effects, we must pay atten
tion to the participating organizations and their individual and collective 
efforts in facilitating or inhibiting sustainable reform for the country. Par
ticipating organizations can be classified as: (1) domestic; (2) interna
tional; (3) public; and (4) private. Figure 8.1 gives examples of typical orga
nizations in each of the four categories in which the CIAs can be established. 

1. Domestic Organizations
These can be public or private, profit or nonprofit organizations. In a dis
cussion of structural adjustments, emphasis is often given to the public
sector with little or no attention paid to the private sector and non
governmental organizations. Indeed, structural adjustment has been pre
sented as a government policy initiative instead of as a comprehensive
domestic and international effort aimed at the restructure of internal
 
political economies and international global markets.
 

Figure 8 1 gives examples of private and public domestic organiza
tions. Private organizations such as the IPSOs/SSEs, local NGOs, coopera
tives, 
 farmers, credit institutions, political organizations, and social
service agencies play an important role and should be given as much at
tention as is often given to public sector organizations. Here the discus
sion is focused on the domestic private sector because of its importance in 
the management and institutionalization of the reform process. 

The Domestic Private Sector. The domestic private sector is made 
up of the IPSOs and SSEs. Although a lot of work has been done on the
public sector, very little is known about the structure, composition, own
ership, organization, dynamism, and constraints facing organizations in 



279 ManagingStructuralAdjustments 

Figure 8.1 

COLLABORATIVE INSTITUTIONAL ARRANGEMENTS (CIAs) AMONG 
STRUCTURAL ADJUSTMENT PARTICIPATING ORGANIZATIONS 

0 W N E R S H I P 

Private Public 

- Government Line Departments

Z -IPSs/SSEs -Government Central Agencies
 

Peasants/Farmers Local Governments
 
o - Cooperatives - Municipalities
 

- Banks and Credit Institutions - Security and Military
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Domestic - Social Service Agencies
 
F- - Political Organizations
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- MNCs/PSEs - IMF/World Bank and Affiliates 
U - Banks and Financial Institutions - Development Facilities 

International- International NGOs/PVOs Development Agencies 

n i o g Regional Banks 
Consulting Firms- UN Agencies 
The Press and Academics - Regional and International 

Organizations 

Note: lPSOs/SSEs = Indigenous private sector organizations/small-scale enterprises; 
MNCs/PSEs = Multinational corporations/private sector enterprises;
NGOs = Nongovernment organizations; PVOs =Private voluntary organizations;
IMF = International Monetary Fund; UN = United lations. 

the private sector. Governments, however, are increasingly beginning to 
articulate their policies toward the private sector. For example, in a recent 
sessional paper the Government of Kenya declared that "the underlying 
aim is to establish an incentive environment under which private partici
pants of all sizes in all sectors can make profits while simultaneously con
tributing to widely shared development in Kenya" (Government of 
Kenya, 1986:25). 

A sizable IPSO/SSE sector is necessary for privatization because: (1) it 
provides a proven record of private sector success; (2) it would have the 
organizational and management capacity and resources to acquire parts 
of the public sector and to compete with foreign private sector partici
pants; (3) organizations in this sector are inclined to get into export-based 
industries as a way of protecting themselves against undue government 
interference; (4) it provides a realistic option for joint ventures and other 
forms of divestiture with the government (SOEs), or the MNCs; and (5) fi
nally, the big, well-established international IPSO sector organizations 
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could be used to facilitate privatization in other developing countries. For 
example, foreign capital in Bangladesh might be more acceptable if it 
came from Indian rather than Japanese or American multinationals. An 
International Labour Organization (1984) study suggests that subsidiaries 
of multinationals from developing countries are more responsive to the 
economic and social needs of developing countries than those from the 
West. 

The role of the SSE sector in promoting structural adjustments has 
not been given as much attention as it deserves. These small-scale enter
prises are particularly attractive because they: (1) conserve scarce re
sources such as foreign exchange; (2) employ most of the people with 
minimal capital; (3) depend on personal, family, or clan savings; (4) pro
vide their own skills training at little or no cost to the public; (5)use local 
resources or byproducts of the formal sector which would otherwise be 
left unused; (6)derive their strength and vitality from traditional social or
ganizations such as the extended family and tribal kinships; (7) offer un
matched potential for job creation and economic development in remote 
rural areas as well as those areas of the urban sectors least suited for the 
medium or large IPSOs or SOEs; and (8) almost replicate perfect market 
conditions with ease of entry and exit. 

SSEs, however, have some limitations as instruments of reform. First,
they suffer from small size and underorganization. Second, they lack the 
technological capacity and management depth to run multipurpose,
multiproduct businesses. Third, many of them are so interlocked with 
family and kinship networks and practices that they may not be able to
function as modern commercial enterprises. Finally, they lack the capital,
the human resources, or even the desire to expand. Expansion of family
businesses in patrimonial societies depends entirely on the family's ability
(luck) to raise suitable sons to take over from their father when he retires 
or dies. Although there is some evidence from countries such as India, Sri
Lanka, and Kenya that some family businesses grow up and become mod
ern commercially viable organizations, for the majority of SSEs a small 
size may be their strength, and growth their undoing. Special nongrowth
CIAs may have to be developed specifically for these types of organizations.

In a recent study of entrepreneurial family-owned firms in develop
ing countries, Jorgensen, Hafsi, and 1(1986) found that these firms suffer 
from several market imperfections such as succession problems, extended 
family demands on the firm's working capital, shortage of managerial tal
ents, and the entrepreneur's extensive participation in civic and commun
ity activities. We also found that these firms are structured like an
"octopus," with the tentacles of many unrelated businesses. This diver
sity is necessary in order for the entrepreneur to hedge against business 
risks and to keep the more educated offspring interested in the firm. Dif
ferent value orientations between the older and younger family members 
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can hurt the business. The entrepreneur, in addition to running the octo
pus businesses, takes on leadership positions in tribal, community, or na
tional organizations in order to gain a voice in the administrative alloca
tion of societal resources. The son is often busy looking for ways to spend 
the money. 

The October 1986 Nairobi Enabling Environment Conference organ
ized by the Aga Khan Foundation confirmed the efficacy of the private sec
tor's contribution to development, and the need for the development of 
stronger domestic and international collaborative institutional arrange
ments with the IPSOs and SSEs. More recently, strong arguments have 
been presented in favor of private provision of public services such as edu
cation, health, electricity, telecommunications, urban transport, water, 
and sewage (Roth, 1987). This can be brought about only if a country has 
strong private sector (IPSO/SSE) organizations with strong domestic and 
international collaborative institu t'onal arrangements. 

2. International Organizations 
Figure 8.1 shows some of the international organizations that exert pres
sure and facilitate structural adjustments. These include the MNCs, the 
UN agencies, the World Bank and its affiliates, regional development 
banks, and the international development agencies. 

Multinational Corporations (MNCs). These organizations can play 
a leading role in facilitating privatization through equity and nonequity 
forms of operations. Nonequity forms include subcontracting, contract 
farming, and leasing and management contracts. Th2 choice between 
equity and nonequity forms of participation should be made on a ,:ase-by
case basis after serious study because quite often MNCs use nonequity 
participation to reduce their commitment to the enterprise and transfer 
risks to the local participants. Moreover, local ownership does not neces
sarily mean local control, especially in vertically integrated industries 
where poor countries without international IPSOs or SOEs cannot pene
trate external markets on their own. Unfortunately, the flow of direct 
foreign investment is unevenly distributed. For the 1973-83 period, five 
countries-Brazil, Indonesia, Malaysia, Mexico, and Singapore-re
ceived 50 percent of all foreign direct investments. During the same 
period 41 low-income countries excluding India and China received only 
2 percent. 

International subcontracting is another nonequity arrangement by 
which MNCs can facilitate privatization. This is a contractual arrangement 
whereby the MNC subcontracts one or several local firms to undertake cer
tain aspects of the production of its finished or semi-finished products. 
Countries such as Tunisia, Sri Lanka, and Haiti openly promote inter
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national subcontracting as the official industrial development strategy,
while others such as Morocco and the Philippines accept it more im
plicitly. International subcontracting was expected to promote industriali
zation of developing countries through their private sectors by contribut
ing to the local firm's technological development, management capabil
ities, and access to international markets. According to a recent OECD 
comprehensive review, however, ". . . the ripple effects of international 
subcontracting on other sectors of the economy are small and agreements 
are by and large not very diversified, either from the point of view of "sub
contracted" activities or from that of the principals, while their duration is 
short and often even very short indeed" (Germidis, 1980:21). 

International private sector organizations (MNCs/PSEs) have the 
technology and management expertise that the IPSOs and SSEs need. 
Therefore, alternative forms of international collaborative institutional ar
rangements must be found to increase their participation in development
through these domestic private sector organizations. 

The International Monetary Fund and the World Bank. The ac
tivities of these two sister institutions in promoting structural adjust
ments and privatization are well known. Thus, here I shall only empha
size the point that success of these efforts depends on the quality of 
organizations both domestic and international available to a particular
country. Two recent organizational arrangements specifically created to 
promote privatization in developing countries, the Emerging Markets 
Growth Fund and the Multilateral Investment Guarantee Agency
(MIGA), are briefly discussed because of their potential implications for 
managing the structural adjustment processes.

The Emerging Markets Growth Fund was created in the spring of 
1985 by the International Finance Corporation (IFC), affiliate of thean 
World Bank that spends over 90 percent of its investments in the develop
ing countries in the form of loans rather than equity. The purpose of the 
Fund is to accelerate the growth of capital markets in selected developing
countries by investing in their stock markets. With an initial investment of 
$50 million, the Fund seeks investments in relatively open and developed
securities markets in countries such as Malaysia, Thailand, Indonesia, 
Mexico, Brazil, and India. 

If the Fund were indeed to facilitate the development of efficient capi
tal markets in developing countries, its success would have significant ef
fect on the organization, relationships, and management of the IPSOs/
SSEs in the private sector including financial institutions. For example, an 
efficient capital market creates collaborative institutional arrangements in 
the private sector which link investors with entrepreneurs, reduce the role 
of the state in mobilizing and distributing investment resources, and 
allow market forces to determine investment decisions and utilization. 
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The Multilateral Investment Guarantee Agency (MIGA) was estab
lished during the 1985 World Bank-IMF meeting in Seoul. Its purpose is to 
stimulate the flow of direct foreign investment into the developing countries 
by issuing long-term guarantees protecting investor3 against noncommer
cial risks. The Agency, when fully established, will provide insurance 
against risks such as currency transfer and inconvertibility, expropriation, 
nationalization, denial of justice, breach of government contracts, civil un
rest, and war. It will also provide technical assistance to developing coun
tries wishing to attract direct foreign investment. 

It is expected that MIGA will be able to support US$5 billion in insur
ance guarantees by the end of its four-year trial period and that it will gen
erate a net capital inflow of about US$200 million. These are rather small 
amounts, but the existence of the Agency within the World Bank-IFC sys
tem is likely to have significant effects on the behavior of domestic and 
international organizations operating in developing countries. For ex
ample, governi lents will have to learn to treat private investment with 
respect, while private sector investors will have to develop the expertise 
to manage the rather complex international collaborative institutional ar
rangements (CIAs) arising from their dealings with the Agency or the 
Fund. These two organizational arrangements are expected to improve 
the Bank's current spending of less than four percent on SSEs. 

Project Development Facilities. Various UN agencies such as the 
United Nations Industrial Development Organization (UNIDO), the 
United Nations Conference on Trade and Development (UNCTAD), and 
the United Nations Development Programme (UNDP) participate in the 
facilitation of privatization using various CIA programs. In this section, 
two particularly recent programs, the African Project Development Facil
ity and the Caribbean Project Development Facility, created by the UNDP 
with the participation of other international organizations, are briefly 
discussed. 

In 1986, the African Development Bank, the International Finance 
Corporation, and the United Nations Development Programme joined in 
an effort to assist African entrepreneurs in promoting viable medium
sized businesses by establishing the African Project Development Facility. 
This joint venture followed extensive study that showed that there was 
great untapped potential in the African private sector and that assistance 
in project preparation would serve a useful function in bringing together 
entrepreneurs and lenders or investors. The objective of the Facility is: 

...to accelerate private sector growth in Sub-Saharan Africa, 
to allow the private sector to play an increasing role in the eco
nomic development of Africa thereby generating productive 
employment, improving participating states' balance of pay
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ments through expanded export and bringing about self
sustained growth and development through the creation of
medium-sized and smaller enterprises. (UNDP, 1986:4) 

The Facility is expected to assist with 90 to 120 projects and contribute up
to US$180 million over its four-year trial period and it is expected that most 
of these projects will come from the agro-industry. 

The Caribbean Project Development Facility (CPDF) was jointly created 
in October 1981 by the IFC, the UNDP, and the Caribbean Development
Bank. The objective was to assist small- and medium-sized businesses 
that are substantially owned by Caribbean citizens to raise funds, both 
loans and equity, for new productive investment projects. Contributions 
to its US$14 million budget came from USAID, CIDA, the European Com
munity countries, Sweden, and Switzerland. As of April 1985, the CPDF 
had completed the preparation of over thirty project proposals having an 
aggregate investment cost of about US$54 million and had successfully
raised approximately US$24 million for these projects. The financial con
tributions of these international initiatives are quite small but they are sig
nificant because of their expected "snowball" effects in attracting direct 
private foreign investment and because of the impact they are likely to
have on the management of small- and medium-sized private sector or
ganizations in these countries. They also provide a timely opportunity to 
study and to further our understanding of these rather elusive but increas
ingly important organizations. 

Both facilities are examples of international collaborative institutional 
arrangements designed to promote structural adjustments through the 
development of the private sector (IPSO/SSE) organizations, and to elimi
nate some of the structural, institutional, and administrative constraints 
of industrial cooperation between European firms and African, Carib
bean, and Pacific countries (Queyrane, 1985). 

Regional Development Banks. Six of the best known regional de
velopment banks are the Asian Development Bank, the African Develop
ment Bank, the Caribbean Development Bank, the Arab Development
Bank, the Central American Bank for Economic Integration, and the Inter-
American Bank. Each of these banks can play a more active role in facilitating
the financing and management of structural adjustments and privatiza
tion by: (1) directing their funding activities away from general administra
tion to more productive projects in the private sector; (2) working more 
collaboratively with national and subregional development banks and 
other financial national and international institutions; (3) establishing rap
port with foreign investors and promoting foreign investment in their re
gions; (4) mobilizing domestic savings and channeling them into local 
investments; and (5) reorganizing themselves more responsively in accor
dance with the changing needs of their members' economies, the inter
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national economic situation, and the interdependence between the two. 
Recent changes in the African Development Bank illustrate the posi

tive role development banks can play in the advancement of the private 
(IPSOs/SSEs) sector through sustainable CIAs among the participating or
ganizations. During the 1967-82 period, the Bank's lending to the indus
trial sector was less than 30 percent of its tota! loans. Moreover, most of 
the industrial sector lending went to SOEs rather than to the private sec
tor. Following the admission of nonregional members in 1982 and the sub
sequent expansion of its capital, the Bank made a review of its lending 
policies and operations aimed at increasing its participation in the region's 
private sector. Specifically, the Bank's current strategic plan calls for: (1) 
doubling its lending to industry over the previous thirteen years, giving 
special attention to agricultural businesses; (2) financing rehabilitation of 
existing industries; (3) giving high priorities to industries that maximize 
utilization of local resources and minimize continued dependence on im
ported inputs; (4) relying more heavily on and collaborating with national 
development banks and other financial institutions; and (5) giving loans 
for scholarships for study in engineering, business management, account
ing, finance, and law in order to deal with Africa's skills shortages. The 
Bank is also to investigate the feasibility of establishing a facility for direct 
financing of private sector enterprises, and the practicality of using barter 
as a trading mechanism among its member states. 

These initiatives seem to have resulted in some positive changes be
cause "50 percent of all loans approved today are now going into produc
tive sectors" (African Development Bank Group, 1984:36). Unfortunately, 
the Bank's ability to finance privatization is rather limited because it is not 
organized for small- and medium-sized loans suited for smaller enter
prises, and partly because most of the national development banks lack 
the necessary financial and management capabilities to serve as effective 
financial intermediaries to the African IPSO and SSE sector. For example, 
the Bank has operational problems with loan guarantees with the East Af
rican Development Bank, and the Banque de D~veloppement des Etats 
de l'Afrique Centrale (BDEAC). Moreover, the financial and management 
situations of the National Development Bank of Sierra Leone, BCI in Cen
tral Africa, and the BDGEL are so bad that their "capacity to play the role 
of an effective financial intermediary in the development of their respec
tive states has been seriously impaired" (African Development Bank 
Group, 1984:59). 

The International Development Agencies. Various international 
development agencies provide financial and technical assistance that di
rectly or indirectly supports efforts toward structural adjustments and 
privatization. Several European countries and American and Japanese 
private sector organizations have individually or jointly created agencies 
specifically for promoting investments and privatization through IPSOs 
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and SOEs. Examples include the German Finance Company for Invest
ments in Developing Countries (DEG), the Netherlands Finance Com
pany for Developing Countries (FMO), the Industrialized Fund for De
veloping Countries (IFU) of Denmark, and SIFIDA (Soci~t6 Internationale 
Financi~re pour les Investissements et le Dtsveloppement en Afrique).

Established in 1970, and owned by Arab, Australian, European,
British, Japanese, and North American public and private sector corpora
tions, banks, and international organizations, SIFIDA's primary objective
is to foster economic growth and development of independent African 
countries by investing in productive industries and private sector organi
zations. As of 1985, it had 114 projects, mostly in the private sector, total
ing US$2 billion and over 30,000 jobs in 31 countries. In addition to direct 
investn-cnt and loans, SIFIDA provides advisory services in areas such as 
project development, economic intelligence, and management assistance, 
and assists African organizations to gain access to international financial 
markets. Through its Advisory Unit, SIFIDA is actively promoting privati
zation in areas such as Benin's agro-industrial sector, Mali's jute bags,
Niger's animal feed, and Tanzania's cashew nuts. In partnership with Afri
can entrepreneurs, it makes a decent return on investment and pays regu
lar dividends to its shareholders. Collaborative institutional arrange
ments can be profitable. In the future these are likely to become 
multicountry and multiorganizational. 

Within the United States, there are various organizations capable of 
providing technical assistance in this area. These include the National As
sociation for Schools of Public Affairs and Administration (NASPAA), the
Center for Privatization, and universities such as Harvard. Each of these 
organizations has different mandates, philosophies, approaches, and capa
bilities, and it is important for prospective clients to do a complete investi
gation before choosing where to obtain technical assistance. For example,
NASPAA takes a gradual, research-based, long-term approach focusing 
on the development of the necessary institutional capacity for the client 
organization to initiate, implement, and sustain reform programs. The 
Center for Privatization, on the other hand, is more oriented to clients 
who are virtually ready to embark on privatization. The AID missions 
have a privatization quota to meet. 

Table 8.5 illustrates how an IPSO can intprove the performance of its 
COTs and SMATs through CIAs with domestic and international organiza
tions from both the private and public sectors. For example, in improving
its quality control, a persistent problem among IPSOs, it can draw on a 
government advisory service unit (IBAS), use a local consulting firm or an 
international private sector firm, or get consulting and technical assis
tance through an NGO or PVO. For new business development, it can 
draw on the expertise and resources provided by SIFIDA, MNCs, or the 
Project Development Facilities. Each of these organizations would in turn 
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Table 8.5 

COLLABORATIVE INSTITUTIONAL ARRANGEMENTS FOR AN EMERGING INDIGENOUS
 
PRIVATE SECTOR ORGANIZATION: AN ILLUSTRATION
 

Collaborating Inslitutions 

Domestic International 

Public Private Public Private 

Local IMF/ 
IBAS SOEs SSEs Consulting World UNOP! MNCs/ NGOs/ 

Firm Bank/ PDF PSEs PVOs 
IPSO TASKS: RDBs 

I. COTs: 
1.Purchasing 
2. Production 
3. Quality Control 
4. finance
 
5, Marketing
 
6. Export Promotion 
7. Training 

11.SMATs 
1. Strategy Formulation 
2. Corporate Planning 
3. Environmental Scanning 
4. Management Development 
5. New 	 Business Development 
6. Developing LTC 
7. 	Managing Business
 

Government Relations
 

Note: 	 IPSO = Indigenous Provate Sector Organization; IBAS Indigenous Business Advisory Services;
 
SOEs =State-Owned Enterprises; RDBs = Regional Development Banks; PDFk = Project Development
 
Facilities; PSEs= Private Sector Enterprises; NGOs =Nongovernment Organizations; PVOs = Private
 
Voluntary Organizations.
 
I Indicates collaboration between the IPSO and the collaborating institution forthe perlormance ofthe
 
corresponding task.
 

have its enabling collaborative institutional arrangements. These creative 
and dynamic domestic and international collaborative institutional ar
rangements across both public and private sector organizations are abso
lutely critical for the development of effective indigenous organizations, 
and the long-term success of structural adjustments and the reform process. 

Summary 

Managing structural adjustments has been discussed from an organiza
tional perspective and conceptualized as a process of developing domes
tic and international collaborative institutional arrangements specifically 
designed for the development and strengthening of domestic public and 
private sector organizations. Structural adjustment reforms are not viewed 
as policy initiatives limited to a few public sector organizations, but as a 
holistic, comprehensive, sociopolitical process requiring the active partici
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pation of different types of organizations. Emphasis is given to the need 
for the development and active involvement of the domestic (IPSO/SSE)
and international (MNC/PSE) organizations in collaboration with one 
another and with public sector organizations. 

The chapter has also discussed the nature and drive for privatization 
and the performance and changing role of state-owned enterprises in the 
reform process. It concludes that the existence of public enterprises and 
privatization are not mutually exclusive but can co-exist, depending on 
the country's policy objectives. 

Finally, structural adjustment has been presented as an international 
collaborative effort whose success depends on the joint participation of a 
wide range of international organizations. International collaborative in
stitutional arrangements are illustrated by the experiences of multina
tional corporations, the IMF and the World Bank, regional development 
banks, project development facilities, and international development
agencies. It is concluded that the success and effective management of 
structural adjustments depends on the development of these domestic 
and international collaborative institutional arrangements, giving rise to 
strong and sustainable indigenous crganizations in both the public and 
the private sectors. 



CHAPTER 9 

A Final Word:
 
Linking Organizations
 

to National Development
 

This book has discussed the management of organizations in developing 
countries and how they can be effectively utilized as instruments of de
velopment. Part One provided a conceptual framework that describes 
how the organization works by focusing on its critical operating and 
strategic management tasks. Part Two has used the same framework to 
discuss selected topical applications such as human resource manage
ment and utilization, technology transfer, decentralization, and structural 
adjustment. The book has shown that these and similar interventions, 
their prospects and limitations, can best be understood if we use the or
ganization as the unit of analysis. Chapters throughout the book have at
tempted to link their discussion with more micro or individual levels of 
analysis (e.g., Chapter Five), as well as the more macro or national levels 
(e.g., Chapter Eight). 

This last chapter fulfills three main objectives. First, it provides an 
explicit link between the organization and other levels of analysis and 
intervention that are important for the development process. Second, it 
shows how developing countries can use organizations as effective build
ing blocks for managing sectorial, regional, national, and even interna
tional development by deveiuping a national management infrastructure. 
Finally, the chapter concludes with a brief discussion of the relevancy of 
this approach for leadership and sustainab.lity in developing countries. 

I. The Development of a National Management Infrastructure 

Efforts directed at improving the performance of organizational tasks 
(COTs and SMATs) are effective only if the) are spread over a critical 
number of organizations, particularly if such efforts are targeted at 
strategicorganizations. Strategic organizations are defined as "... those 
macro-level organizations such as the Planning Commission or the 
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cabinet that are directly involved in promoting socioeconomic develop
ment. They also include organizations operating in specific sectors that 
have or take the responsibility for the development of these sectors"
(Khandwalla and Rao, 1987:1). When organizational and management im
provement interventions are targeted at strategic organizations, and 
when these are successful over a period of tim,', the country develops a 
critical level of national management inf:'astructure capable of initiating,
implementirg, and sustaining development programs.

The process of identifying strategic organizations starts with the 
articulation of a widely accepted statement of national ideology, gov
ernance, mission, and direction. ThiF then is operationalized through de
tailed national, sectorial, or regional development plans. Out of this can
be identified a set of strategic organizations that are the organizations
charged with the responsibility of defining, implementing, coordinating,
monitoring, and evaluating the tasks associated with the successful reali
zation of these plans. 

No organizations are intrinsically strategic or nonstrategic. Organiza
tions acquire or lose strategic status depending on the overall importance
of their tasks for the achievement of national plans ano objectives. When 
a country makes major shifts in its national plans and priorities, it gives
rise to a new set of strategic organizations. For example, Iran before and
after the Shah has operated under different sets of strategic organizations.
It is J-e_ shift from one set to another set ft strategic organizations that 
often h1:eal.s or makes national revolutions. Likewise, countries such as 
the Sudan or Nicaragua, which ire experiencing diffict:lties developing a 
consensus over national plans and priorities, cannot identify a mutually
acceptable set of strategic organizations for national development.

Strategic organizatior- can be production or nonproduction service

organizations. They may be public 
or private, domestic, indigenous, re
gional, or international. In China, the Institute of International Economic 
Management in Beijing has become a strategic organization because of the 
role it plays in the country's modernization policy, which, in addition to 
training and socializing young Chinese in international business, also
facilitates the development of collaborative institutional arrangements be
tween Chinese indigenous organizations and organizations in other 
countries (Lindsay and Dempsev, 1985).

The basis for the strategic status of organizations is not always easy to 
discern. For example, in East Africa sugar factories take on strate,;ic im
portance well beyonG the industry's contribution to the national economy
because government support from the wanachi depends on a steady sup
ply of sugar at a price they can afford. In Zambia breweries receive a lot of
attention from the government, partly because of the excise revenue from 
beer sales, but also because beer shortao,2s are politically unacceptable.

Once strategic organizations have been identified and agreed upon, 
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they become the building blocks for development of a national, regional, 
or sectorial management infrastructure for development. National re
sources and management interventions can then be deployed within and 
across those organizations to enhance their individual and collective 
capabilities to perform their respective COTs and SMATs as they relate to 
national development plans and priorities. Interventions located and re
sources deployed in nonstrategic organizations cannot contribute directly 
to the development of this management infrastructure. 

Within each strategic organization, there are strategic roles whose ac
complishment is crucial for the effective performance of the strategic or
ganization's COTs and SMATs as they relate to the successful implementa
tion of national plans and objectives. In Chapter Six, specific key roles 
were identified for cooperants and counterparts in the process of technol
ogy transfer to tile implementing organization (see Figure 6.1). Such roles 
can be regarded as strategic if they are re~luired for building or sustaining 
a local technological capacity for one strategic organization, or a network 
of strategic organizations. Strategic roles should not be confused with 
strategic management tasks (SMATs), discussed in the previous chapters. 
Some of the strategic roles are involved in the performance of critical 
operating tasks (COTs). For 'xample, a tax assessment officer putting in 
long hours to increase the ( intry's tax collection as part of managing the 
public debt may be performing a national strategic role, but only an ordi
nary operating task for the department of finance. 

I. Managing Strategic Organizations 

Management improvements in developing countries should concentrate 
on strategic organizations. Drawing from the discussions in the previous 
chapters, we can create a synthesis that illustrates the development and 
management of strategic organizations. Figure 9.1 is a matrix presentation 
of the development and management of a country's strategic organiza
tions once these have been identified and agreed upon. The right-hand 
side of the figure shows selected strategies for the development and im
provement of the management of the strategic organizations which use 
some of the strategies discussed in the previous chapters. These include 
human resource utilization, development of local technological capa
cities, decentralization, various forms of public sector reform, and the de
velopment of indigenous private se.tor organizations. 

The left-hand side of Figure 9.1 provides opportunities to shift to dif
ferent levels of analysis including sectors, regions, communities, organi
zations, or projects. The important thing to remember is that the elements 
within each unit of analysis must be strategic as defined above. The four 
organizational tasks illustrated in the figure are development of domestic 
and international collaborative institutional arrangements (CIAs), in
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Figure 9.1
 

A MATRIX PRESENTATION OF THE DEVELOPMENT AND MANAGEMENT
 
OF A COUNTRY'S STRATEGIC ORGANIZATIONS
 

STRATEGIC
 
ORGANIZATIONS
 

Domestic Development of Indigenous 
SECTORS CIAs Private Sector Organizations 

OR 
REGIONS 

/ 
International Development of 

SELECTED 

OR CIAs Local Technological STRATEGIES 
ORGANIZATIONS Capacities 

Human Resources 
Utilization 

Intraorganizational 
SMATs ,Decentralization 

Critical / 

Operating 	 Public Sector Reforms 

Note: 	 CIAs = Collaborative Institutional Arrangements; SMATs = Strategic Management Tasks.
The list of topics on both sides of the matrix is not exhaustive. 

ternal management improvements, and improvements in the perfor
mance of the critical operating tasks. Of course, these can be broken down 
into smaller units of analysis. For example, domestic CIAs can be sub
divided into public and private sector organizations, and COTs can be 
further divided into input, transformation, and output tasks. 

Putting the two sides of the matrix together, we can make a match 
between the specific management strategies and the organizational tasks 
through which improvements can be made. For example, if one of the 
country's development strategies is the development of indigenous pri
vate sector organizations (IPSOs), as discussed in the previous chapter,
this can be facilitated by building collaborative institutional arrangements
between selected IPSOs and other domestic and international organiza
tions. It can also be done by assisting the IPSOs to develop the local 
technological capacity to perform their COTs efficiently. Likewise, im
proved human resource utilization among strategic organizations can be 
achieved by improving internal management or by encouraging the de
velopment of collaborative institutional arrangements with like organiza
tions at how:-and abroad. This analysis can be done for a single strategic
organizatiorn, a network of strategic organizations, a geographical region, 
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or the country as a whole. It is a versatile conceptual and diagnostic 
framework. 

III. Strategic Organizations and Structural Adjustment 

As was discussed in Chapter Eight, structural adjustment is a major 
macrolevel policy intervention that involves significant changes in the 
management and task performance of many organizations in many sec
tors or regions of the country. It was also observed that many developing 
countries do not have the capacity for sustained implementation and co
ordination of the various component elements of the program because 
they lack the necessary organizational and management infrastructure. It 
is therefore prudent for these countries to introduce improvement pro
grams for the management and operations of their org:inizations before 
putting the structural adjustment program in place. It is neither possible 
nor necessary, however, to develop such programs for all organizations. 
Instead, the country, with outside assistance, should begin by identifying 
strategic organizations, strategic groups, strategic roles, and strategic indi
viduals, and redirect available scarce resources toward these strategic as
pects of the structural adjustment program. It is also important to realize 
that major policy shifts such as nationalization or privatization involving 
strategic organizations are extremely delicate and must be implemented 
with care and thought. 

Table 9.1 provides a partial list of strategic organizations for a 
hypothetical developing country on a typical structural adjustment pro
gram. That an organization achieves strategic status does not mean that 
all its COTs and SMATs are strategic within the context of the structural 
adjustment program; thus the table also gives the strategic functions of 
these organizations. Identifying strategic functions is useful not only for 
the individual strategic organizations but also, and perhaps more impor
tantly, for the central coordinating agencies such as the cabinet office and 
the central bank. In coordinating the program, the central agencies need 
not concern themselves with all aspects of the strategic organizations, but 
only with the strategic functions, be they COTs or SMATs. 

Table 9.1 identifies the strategic organizations by sector because, ac
cording to the structural adjustment program, different sectors are ex
pected to play different roles. For example, while the parastatal sector is 
expected to be downsizing, the domestic private sector should be ex
periencing growth and development and the public sector should be im
proving its advisory, monitoring, and coordinating capabilities. 

For each strategic organization it is possible to identify strategic roles 
and staff them with strategic individuals. For example, the secretary to the 
cabinet, minister of finance, governor of the central bank, head of inter
national security, and secretary to the treasury are some of the strategic 
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Table 9.1 

SELECTED STRATEGIC ORGANIZATIONS AND FUNCTIONS FOR A COUNTRY
 
ON A STRUCTURAL ADJUSTMENT PROGRAM
 

Sector Organization Selected Strategic Functions 

Public Cabinet Office 
Ministry of Finance 
Ministry of Planning 
Ministry of Agriculture 
Ministry of Industry 
Ministry of Trade 
Ministry of Defence 
Central Bank 
Central Bureau of Statistics 

Overall SAP coordination and supervision
Fiscal and budgetary management and control 
Overall planning, monitoring, and evaluation 
Increased agricultural production 
Promotion of private sector industrial activities 
Export promotion 
Ensurance of internal security 
Debt, monetary, foreign exchange management 
Provision of data on strategic activities 

Parastatal Export Crop Marketing Board 
Industrial Development Corporation 
National Transport Corporation 
National Development Bank 
National Electricity Board 

Promotion of agricultural exports
Rehabilitation of productive industries 
Transportation of exports and imports 
Finincing of strategic projects 
Supply of power and energy for strategic programs 

Private Indigenous Private Sector Corporation 
Small-Scale Enterprises 
Private Voluntary Agencies 

Increase of private sector participation in SAP 
Increase of industrial and commercial output
Strengthening weaker or nonstrategic individuals 

or groups 
Inter-
national 

The IMF/World Bank Conditionality, supervision, funding, CIAs 

UN Agencies 
Multinational Corporations 

Institutional strengthening of strategic organizations
Promotion of trade, investment, industrial 

Regional Development Banks 
development, IPSOs 
Financing of private sector strategic projects 

Note: 	 SAP =Structural Adjustment Program; ClAs = Collaborative Institutional Arrangements;
IPSOs = Indigenous Private Sector Organizations. 

roles for a country on a structural adjustment program and these should 
be staffed by individuals with exceptional abilities, motivation, commit
ment, and leadership qualities. Chief executive officers of strategic indige
nous private sector organizations should be equally capable.

The concept of strategic roles is useful for linking organizations to de
velopment at the more micro individual levels of analysis and inter
vention. For example, in agriculture, the management of extension ser
vice systems such as the T&V system discussed above is effective to the 
extent that it concentrates on the improved task performance of strategic
roles such as the contact farmers, the village extension workers, subject
matter specialists, and extension officers and managers. Likewise, the de
velopment of small-scale enterprises can be much more selective, focus
ing only on those making direct contributions to explicitly stated national 
or local development plans. Moreover, problems of the brain drain and 
human resource shortages can be put into a strategic context. These are 
important to the extent that they facilitate or inhibit the recruitment and 
staffing of qualified nationals for strategic roles in strategic organizations 
or sectors. 
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This analysis can contribute significantly to the success of the struc
tural adjustment program. First, it hclps to identify and focus on only 
those organizations and their tasks (COTs or SMATs) of direct conse
quences for the sustained implementation of the program. Second, it rec
ognizes existing organizational gaps and overlaps so that informed deci
sions can be made as to the areas where new organizations need to be 
created, old ones pruned, and new collaborative institutional arrange
ments estabiished or discouraged. Third, it identifies those organizations 
outside the country whose participation is required for the success of the 
program and the specific strategic function(s) they are expected to per
form. This step is particularly important for countries such as Kenya, Zim
babwe, Egypt, Pakistan, and Indonesia, which are so popular among 
international development agencies but whose capacity to deploy them 
strategically is rather limited. Finally, it allows for a more rational deploy
ment of available scarce resources such as foreign exchange, management 
cxpertise, technical assistance, and political leadership and support. These 
should be directed toward the effective performance of the strategic func
tions of the strategic organizations. 

IV. Leadership and the Management of Organizations 

Leadership plays a critical role in the management of organizations and 
the development of a sustained capacity for the performance of their re
spective COTs and SMATs. Many developing countries are said to be ex
periencing a crisis of leadership at both the national and the organiza
tional level. Yet, little is known about the personal attributes and the 
contextual antecedents or contingencies that facilitate the emergence and 
effective utilization of high quality leadership in organizations in develop
ing countries. It is known, however, that such high quality leadership is a 
product of a highly dynamic and mutually interactive influencing process 
between the leader and his or her attributes, and the context within which 
the leadership is exercised. 

Leadership, however, should not be equated with formal education 
or management development. Numerous developing countries such as 
India, Egypt, Nigeria, and Pakistan have many highly educated nationals 
but still experience serious leadership problems in the management of 
their organizations. Moreover, while many managers from these organi
zations have attended management development programs both at home 
and abroad, they are not necessarily high quality leaders. At best, they 
become good managers or administrators. 

What then is organizational leadership? It is a multidimensional con
cept that, for organizations in developing countries, includes the follow
ing components: 
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1. 	 The sagacity to identify with and articulate national sentiments, 
ideology, cultural norms and practices, and development goals,
plans, and priorities; and to translate them into a coherent organi
zational mission, goals, plans, and objectives. 

2. 	 The capacity to acquire, organize, and mobilize resources and 
technical and political support for the development of a sus
tained management infrastructure for the successful accomplish
ment of the organization's mission, consistent with national sen
timents and expectations. 

3. 	 The ability, motivation, and perseverance to remain focused on 
the organization's mission; and the sustained capacity to perform
its COTs and SMATs and to maintain the necessary technocratic 
and political support both within and outside the organization. 

4. 	 The skills, knowledge, respect, and emotional appeal from all 
stakeholders to develop and maintain the organization's unity,
identity, and integrity by protecting its values, vital core, and 
core technology from undue outside interference. 

These attributes are hard to find, and if organizations in developing
countries are experiencing leadership crises, it is partly because these or
ganizations demand much more from their leaders than do comparable
organizations in the industrialized countries where the management in
frastructure is already in place. Efforts must therefore be directed to the 
search, selection, and development of individuals who can meet this for
midable challenge. The sociocultural imperatives within which organiza
tions in developing countries opexate require that these individuals should 
be nationals who have the cultural background and sensitivity to under
stand and identify with the operative domestic cultural and political ethos
(Ratiu, 1987). Expatriates are not suitable for these culturally sensitive 
strategic roles though they can provide technical and administrative 
support. 

It is also important to recognize that such high level leadership re
quires a critical mass of people in the country who develop a network of
mutual support and work together in discharging their respective stra
teSic functions. One way to do this is to establish regular residential re
treats and workshops. For example, in April 1986 the prime minister of
India personally participated in a week-long retreat away from New Delhi. 
The purpose of this management development retreat was to bring to
gether political executives and senior public administrators "to pause, re
flect, introspect, think, explore, and examine together what they can do 
to make development administration more efficient and effective" (Sinha, 
1987:82). 
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Leadership in developing countries tends to be personalized, based 
on personal charisma rather than proved technical expertise and experi
ence. This pattern is not surprising because charismatic leaders tend to 
emerge under conditions of institutional failure when there is widespread 
loss of faith in the established order (House and Woycke, 1987). Many or
ganizations in developing countries are experiencing institutional decay 
(Kiggundu, 1985b), or demise (McHenry, 1985). Charismatic leadership is 
also based on the emotional commitment and attachment of the followers 
rather than the objective attributes of the leader, and this pattern, too, is 
characteristic of traditional societies. On the positive side, charismatic 
leaders bring about more success than do noncharismatic leaders, and 
they are better at articulating mission and ideology and at providing 
normative appeal and order, by employing symbolism and identifying 
with cultural myths (House and Woycke, 1987). 

To the extent that charismatic leadership is based on personalities, it 
is not particularly suitable for organizations in need of developing and in
stitutionalizing a systematic management infrastructure. Moreover, it 
creates problems of succession when the charismatic leader retires or dies. 
While charisma may be important in the initial stages of nationhood or 
organizational creation, as the organization becomes more developed 
with complex (COTs and SMATs) task systems, its need for experienced 
technocratic managers increases significantly. Accordingly, organizations 
in developing countries need a dynamic optimum balance between per
sonal charisma anid technocratic management expertise among their leaders. 

V. Sustainability 

Sustainability is the most serious problem facing organizations in de
veloping countries. Even where outside assistance has been generous, or
ganizations continue to experience grave problems due to lack of the ca
pacity to implement and sustain development initiatives. The framework 
developed in this book can be used to bring about better diagnosis and 
understanding of problems of sustainability either for a single organiza
tion, or for a set of interdependent organizations. It can also be used to 
develop a strategy for building the necessary capacity for sustainability. 
This can be achieved by focusing on the necessary improvements for the 
performance of the relevant organizations' tasks (COTs and SMATs), iden
tifying strategic organizations and working through strategic roles, estab
lishing effective domestic and international collaborative institutional 
arrangements for these organizations, and developing the appropriate 
leadership and management infrastructure. 

For most international development and funding agencies, sustain
ability is limited to its capacity to carry on the project and its related tasks 
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after the end of the official sponsorship or technical assistance. This, how
ever, is a narrow view of the issues and problems of sustainability. In gen
eral, sustainability is the extent to which the organization develops and 
maintains the capacity for the effective performance of its COTs and 
SMATs. At a national level, sustainability refers to the combined capacity 
of the country's strategic organizations to initiate, implement, and sustain 
development initiatives. It is a dynamic concept reflecting changes in the 
internal task requirements of the organization(s), and environmental de
mands and expectations. 

Organizational sustainability depends on the existence of an effective 
management infrastructure, the development of a local technological ca
pacity for organizational task performance, the effectiveness of existing
domestic and international collaborative institutional arrangements, high 
quality dynamic leadership, and appropriate development and utilization 
of available human resources. 

Chapter Three provides a framework for diagnosing organizations in 
terms of the extent to which they perform their respective COTs and 
SMATs. Organizations in Quadrant 4 of Figure 3.4 are those that perform 
both their COTs and SMAfs efficiently and effectively. From this analysis, 
it can be concluded that sustainability for a single organization necessi
tates its moving to and staying in Quadrant 4, and for a country, its 
strategic organizations must be located in the same quadrant. theIf 
strategic organizations occupy any of the other quadrants, organizational
 
and management interventions are available to build and maintain 
sus
tainability for these organizations. Developing countries must select 
those interventions that facilitate the evolvement of a network of mutually 
supporting strategic organizations in order that their combined contribu
tion to national development is greater than the sum of their individual 
efforts. 

The welfare and prosperity of billions of people in developing coun
tries depend on how well or badly the development ent, .)rise is or
ganized and managed and the long-term results of our individual and col
lective efforts. This book provides numerous models and approaches for 
improving the organization and management of development. It iden
tifies the major players in development and the challenges they face in 
fighting underdevelopment and in bringing about sustainable economic 
and social development for many people. It provides practical approaches 
for addressing one of the greatest challenges of our times-improving the 
well-being of the majority of the people in the world and making the 
global village, which we all share, a better place for all of us to work and to 
live in. 



Bibliography
 

Aaker, D. A. (1984). StrategicMarket Management. New York: John Wiley. 
Abramson, R., and Halset, W. (1979). Planningfor Improved EnterprisePerformance. 

Geneva: International Labour Office. 
Adams, W., ed. (1986). The Brain Drain. New York: Macmillan. 
Adams, W, and Dirlam, J.B. (1968). 'An Agenda for Action." In The Brain Drain. 

Edited by W. Adams. New York: Macmillan. 
African Development Bank Group (1984). "Policy and Operational Guidelines for 

the Industrial Sector." ADB/0-01SI/84/01/ENG. Internal Bank Document. 
Aga Khan Foundation (1986). The Enabling Environment Conference: Effective 

Private Sector Contribution to Development in Sub-Saharan Africa. Nairobi, 
Kenya, 21-24 October, 1986. 

Agur6n, S., and Edgren, J.(1980). New Factories:Job DesignThroughFactoryPlanning 
in Sweden. Stockholm: Swedish Employers' Confederation. 

Aharoni, Y.(1986). The Evolution and Management of State-Owned Enterprises.Cam
bridge, Mass.: Ballinger. 

Aiken, M., and Hage, J. (1968). "Organizational Interdependence and Intra
organizational Structure." American Sociological Review 33(6):912-30. 

Albrecht, K. (1979). Stress and the Manager: Making It Work for You. Englewood 
Cliffs, N.J.: Prentice-Hall. 

Aldrich, H.E. (1979). Organizations and Environments. Englewood Cliffs, N.J.: 
Prentice-Hall. 

Amsalem, M. (1984). "Technology Choice for Textiles and Paper Manufacture." In 
Technology Crossing Borders. Edited by R. Stobaugh, and L.T. Wells. Boston: 
Harvard Business School Press. 

Andrews, K.R. (1971). The Concept of CorporateStrategy. Homewood, Ill.: Dow-
Jones Irwin.
 

Argyris, C. (1964). Integratingthe Individualand the Organization. New York: John 
Wiley. 

Argyris, C. (1968). "Some Unintended Consequences of Rigorous Research." Psy
chologicalBulletin 70:185-97. 

Argyri.s, C., and Schon, D.A. (1978). OrganizationalLearning:A Theory ofAction Per
spective. Reading, Mass.: Addison-Wesley. 

Bacon, J., and Brown, J.K. (1977). The Board of Directors:Perspectivesand Practicesin 
Nine Countries. New York: The Conference Board. 

Bakke, E.W. (1959). "Concept of the Social Organization." In Modern Organization 
Theory. Edited by M. Haire. New York: John Wiley. 

Balassa, B., Bueno, G.M., Kuczynski, P., and Simonsen, M.H. (1986). Toward Re

299
 



300 Bibliography 

newed Economic Growth in Latin America. Washington, D.C.: Institute for Inter
national Economics. 

Baranson, J. (1981). North-South Technology Transfer: Financingand Institution Build
ing. Mt. Airy, Md.: Lomond Publications. 

Baritz, L. (1960). The Servants of Power:A History of the Use of Social Science in Ameri
can Industry.Middletown, Conn.: Wesleyan University Press. 

Barko, W., and Pasmore, W., eds. (1986). "Sociotechnical Systems: Innovations in 
Designing High-performing Systems." Special issue of The Journalof Applied 
BehavioralScience 22(3). 

Barnard, C. H. (1938). The Functionsofthe Executive. Cambridge, Mass.: MIT Press. 
Bates, R. H. (1985). "The Analysis of Institutions." Paper presented to the Office of 

Rural and Institutional Development, Bureau for Science and Technology, 
U.S. Agency for International Development. 

Baum, W.C., and Tolbert, S.M. (1985). Investing in Development: Lessons of World 
Bank Experience. Washington, D.C.: The World Bank. 

Bell, 	M., Ross-Larson, B., and Westphal, L.E. (1984). Assessing the Performanceof 
Infant Industries. Washington, D.C.: World Bank Staff Working Papers, No. 
666. 

Benedict, B., ed. (1967). Problems of Smaller Territories.London: Institute of Com
monwealth Studies, University of London. 

Benor, D., Harrison, J.Q., and Baxter, M. (1984). AgriculturalExtension: The Train
ing and Visit System. Washington, D.C.: The World Bank. 

Benson, 	K.J. (1982). "A Framework for Policy Analysis." In InterorganizationalCo
ordination: Theory, Research, and Inplementation. Edited by D.L. Rogers and 
D.A Whitten. Ames, Iowa: Iowa State University Press. 

Berg, E. (1985). "The Potentials of the Private Sector in Africa." The Washington 
Quarterly,pp. 73-83. 

Berg, R.J. (1981). Accelerated Development in Sub-SaharanAfrica: An Agenda for Action. 
Washington, D.C.: The World Bank.
 

Bertalanffy, L.V. (1968). GeneralSystems Theory. New York: George Brazillier.
 
Bish, R.L., and Ostrom, V. (1973). "The Public Choice Approach." Chap. 3 of
 

Understanding Urban Government: Metropolitan Reform Reconsidered. 
Washington, D.C.: American Enterprise Institute for Public Policy Research. 

Blau, P.M. (1963). The Dynamics of Bureaucracy. Chicago: University of Chicago 
Press. 

Blau, P.M., and Scott, R. (1962). FormalOrganizations.San Francisco: Chandler. 
Blunt, P. (1983). OrganizationalTheory andBehaviour:An African PerspeLtive.London: 

Longman. 
Bowen, C.M. (1971). Developing and Training the Supervisor. London: Business 

Books Limited. 
Bozeman, B. (1987). All OrganizationsAre Public: BridgingPublicand PrivateOrgani

zationalTheories. San Francisco: Jossey-Bass. 
Bresser, R. H., and Hari, J.E. (1986). "Collective Strategy: Vice or Virtue?" Academy 

of ManagementReview II(2):408-27. 
Brinkerhoff, D. (1979). "Inside Public Bureaucracy: Empowering Managers to Em

power Clients." Rural Development ParticipationReview I(1):7-8. 
Brunsson, N. (1985). The IrrationalOrganization,Irrationalityas a Basisfor Organiza

tional Action and Change. New York: John Wiley. 



Bibliography 301 

Buffa, E.S. (1983). Modern ProductionlOperations Management. 7th ed. New York: 
John Wiley. 

Bums, T., and Stalker, G.M. (1961). The Management of Innovation. London: 
Tavistock. 

Bussink, W., Davies, D., Grawer, R., Kovalsky, B., and Pfefferman, G.P. (1980). 
Poverty and the Developnent of Hunan Resources: Regional Perspective. 
Washington, D.C.: World Bank Staff Working Papers, No. 406. 

Cady, J.E, and Buzzell, R.D. (1986). Strategic Marketing. Boston: Little, Brown & 
Co. 

Cameron, K.S., and Whetten, D.A. (1983). "Organizational Effectiveness: One 
Model or Several?" In OrganizationalEffectiveness: A Comparison of Multiple 
Models. Edited by K.S. Cameron and D.A. Whetten. New York: Academic 
Press. 

Canadian International Development Agency (CIDA) (1985). "Review of Training 
Component of Agricultural Planning Project." Planning Division of the Min
istry of Agricuitu're and Water Development. Prepared by I.K. Singhal, De
partment of Agriculture, Government of Canada, Ottawa, Ontario. 

Canadian International Development Agency (1986). Development: Transportation 
andComnunications. Hull, Quebec: Spring-Summer. 

Carleton Board of Education (1986). A report from the board meeting of September 
22, 1986. General circular published by the School Board's Public Relations De
partment, Nepean, Ontario, Canada. 

Casse, P. (1982). Training for the Multicultural Manager. Washington, D.C.: The 
International Society for Intercultural Education, Training and Research. 

Chambua, S.E. (1985). "Choice of Techniques and Underdevelopment in Tan
zania." Ph.D dissertation, Carleton University, Ontario, Ottawa, Canada. 

Chandler, A.D. (1962). Strategy and Structure.Cambridge, Mass.: MIT Press. 
Cheema, S.G., and Rondinelli, D.A. (1983). DecentralizationandDevelopnent: Policy 

hniplementationin Developing Countries. Beverly Hills, Calif.: Sage. 
Chenoweth, EA. (1986). Ministry of Agricultureand Water Development: A Study of 

the Organizationand PlanningProcessof the PlanningDivision. Planning Division 
Studies No. 22. Hull, Quebec: Canadian International Development Agency, 
Zambia Desk. 

Child, J. (1972). "Organization Structure and Strategies of Control: A Replication 
of the Aston Study." AdninistrativeScience Quarterly,17(1): 163-84. 

Child, J. (1984). Organization:A Guide to Problems and Practice. 2d ed. London: 
Harper & Row. 

Clayre, A. (1980). "Some Aspects of Mondragon Co-operative Federation." In The 
Political Economy of Cooperation and Participation:A Third Sector. Edited by A. 
Clayre. Oxford: Oxford University Press. 

Commonwealth (1986). Vulnerability: Small States in the Global Society: Report of a 
Connonwealth ConsultativeGroup. London: Commonwealth Secretariat. 

Conway, M. (1984). "Reducing Expatriate Failure Rates." Personnel Administrator 
29(7):31. 

Cooper, C. (1980). PolicyInterventionsfor TechnologicalInnovationin Developing Coun
tries. Washington, D.C.: World Bank Staff Working Papers, No. 441. 

Cowan, L.G. (1985). "Divestment, Privatization and Development." The Washing
ton Quarterly(Fall):47-56. 



302 Bibliography 

Crosby, J. (1976). "Personnel Management in a Developing Country." Personnel 
Management8(9):19-23. 

Crozier, M. (1964). The BureaucraticPhenomenon. Chicago: University of Chicago 
Press. 

Daft, R.L., and Steers, R.M. (1986). Organizations:A MicroMacroApproach. Illinois: 
Scott Foresman. 

Dahlman, C.J., Ross-Larson, B., and Westphal, L.E. (1985). ManagingTechnological 
Developinent: Lessons from Newly IndustrializingCountries. Washington, D.C.: 
World Bank Staff Working Papers, No. 717. 

Dasah, B.Z. (1986). Report on the In-country Exchange of Skills Seminar in Nairobi, 
,Kenya: July 22, 1986. Hull, Quebec: Canadian International Development 
Agency, Briefing Centre. 

Dasah, B.Z., and Kiggundu, M.N. (1985). Report on the Debriefing of the Ca,,ada-
Kenya Business Forum. Hull, Quebec: Canadian International Development 
Agency, Briefing Centre. 

Dasah, B.Z., and Kiggundu, M.N. (1986). Transfer/ExchangeofSkills. Hull, Quebec: 
Canadian International Development Agency, Briefing Centre. 

David, F.R. (1986). FundanentalsofStrategicManagement. C )lumbus, Ohio: Merrill. 
Davies, D.G. (1980). "Human Development in Sub-Saharan Africa." In Povertyand

the Development of Human Resources: Regional Perspectives. Washington, D.C.: 
World Bank Staff Working Papers, No. 406. 

Davies, H. (1977). "Technology Transfer Through Commercia! Transactions." Jour
nal of IndustrialEconomics XXVI(2):161-75. 

Davis, L.E., and Cherns, A.B., eds. (1975). The Qualityof Working Life. New York: 
The Free Press. 

Davis, S.M. (1968). "Entrepreneurial Succession." AdninistrativeScience Quarterly 
13(3):402-16. 

Davis, S.M., and Lawrence, P.R. (1977). Matrix. Reading, Mass.: Addison-Wesley. 
de Bettignies, H.C. (1978). "The Management of Technology Transfer: Can it be 

Learned?" Inpact ofScience on Society 28(4):321-27. 
DeFranco, S. (1979). "Employment and the Urban Informal Sector: The Case of 

Managua." Ph.D. Dissertation, The University of Wisconsin, Madison. 
Dewar, D.L. (1980). The Quality Circle Guide to ParticipationManagement. Engle

wood Cliffs: Prentice-Hall. 
Donaldson, L. (1985). In Defence of OrganizationTheory. A Reply to the Critics. Cam

bridge: Cambridge University Press. 
Doz, Y. (1986). StrategicManagement in MultinationalCompanies. Elmsford, N.Y.: 

Pergamon Press. 
Drucker, PE (1967). The Effective Executive. New York: Harper & Row. 
Dunlop, J.T. (1958). IndustrialRelationsSystems. Carbondale: Southern Illinois Uni

versity Press. 
Dyer, W.G. (1983). Contemporary Issues in Management and Organization Develop

ment. Reading, Mass.: Addison-Wesley. 
Eaton, J., ed. (1972). Institution-Buildingand Development:From Conceptsto Complica

tion. Beverly Hills, Calif.: Sage. 
Emery, EE., and Trist, E.L. (1965). "The Causal Texture of Organizational Environ

ments." Human Relations 18:21-32. 



Bibliography 303 

Engelstad, PH.(1972). "Socio-Technical Approach to Problems of Process Con
trol." In Design of Jobs. Edited by L.E. Davis and J.C. Taylor. Middlesex: 
Penguin. 

Esman, M., and Uphoff, N.T. (1984). Local Organizations: Intermediaries in Rural De
velopment. Ithaca: Cornell University Press. 

Evan, W.M., ed. (1971). Organizational Experiments: Laboratoryand Field Research. 
New York: Harper & Row. 

Faucheux, C., Amado, G., and Laurent, A. (1982). "Organization Development 
and Change." Anmal Review of Psychology 33:343-70. 

Fayol, H. (1949). General and Industrial Management. New York: Pitman. 
Fehnel, R.A., Freeman, H., Murray, A., and Picard, L. (1985). Interim Evaluation of 

Development Support Training Project: USAID/Pakistan. Washington, D.C.: Na
tional Association of Schools of Public Affairs and Administration (NASPAA), 
Contract No. DAN 0000-1-00-5051-00, U.S. Agency for International Develop
ment, Bureau for Science and Technology, Office of Rural and Institutional 
Development. 

Fiedler, F.E. (1967). A Theory of headership Effectiveness. New York: McGraw-Hill. 
Fombrun, C.J. (1984). "The External Context of Human Resources Management. 

In StrategicHuman Resource Management. Edited by C.J.Fombrun, N.M. Tichy, 
and M.A. Devanna. New York: John Wiley. 

Fombrun, C.J., Tichy, N.M., and Devanna, M.A., eds. (1984). Strategic Human Re
sourceManagement. New York: John Wiley. 

Galbraith, J.R. (1973). DesigningComplex Organizations. Reading, Mass.: Addison-
Wesley. 

Galbraith, J.R. (1977). Organization Design. Reading, Mass.: Addison-Wesley. 
Germidis, D., ed. (1980). International Subcontracting: A ,Jll Form of Investment. 

Paris: Development Centre: Organization for Economic Cooperation and De
velopment (OECD). 

Ghai, Y. (1985). "The State and the Market in the Management of Public Enter
prises in Africa: Ideology and False Comparisons." Public Enterprises 6(1): 
15-26. 

Glover, D.J. (1986). "Multinational Corporations and Third World Agriculture." In 
Investing in Development: New Roles for Private Capital? Edited by T.H. Moran. 
Washington, D.C.: Overseas Development Council. 

Glueck, W.F. (1982). Personnel: A Diagnostic Approach. Plano, Texas: Business 
Publications. 

Goldstein, 1.L. (1986). Training in Organizations:Needs Assessment, Development, and 
Evaluation. 2d. ed. Monterey, Calif.: Brookes/Cole. 

Gomes-Casseres, B. (1985). "Multinational Ownership Strategies." DAI 46(12): 
A3787, Harvard University. 

Goodsell, C.T. (1983). The Case for Bureaucracy: A Public Administration Polemic. 
Chatham, N.J.: Chatham House. 

Gould, D.J., and Amaro-Reyes, J.A. (1983). The Effects of Corruption on Administra
tive Performance: Illustrations from Developing Countries. Washington, D.C.: 
World Bank Staff Working Papers, No. 580, Management and Development 
Series, No. 7. 

Government of Kenya (1986). Sessional Paper No. I on Economic Management for Re



304 Bibliography 

newed Growth. Nairobi: The Government Printer. 
Goyal, S.K., ed. (1984). Public Enterprises. New Delhi: Indian Institute of Public 

Administration. 
Gran, G. (1983). "Learning From Development Success: Some Lessons From Con

tenporary Histories." NASPAA Working Papers, No. 9. Washington, D.C.: 
National Association of Schools of Public Affairs and Administration. 

Griffin, K. (1981). "'Economic Development in a Changing World." World Develop
meit 9(3):221-26. 

Group or Twenty-four (1982). Communique of the Group of Twenty-four, Sep
tember 3. 

Gulick, L., and Urwick, L., eds. (1954). Paperson the Science of Administration. 3d 
ed. New York: Institute of Public Administration. 

Gyllenhammar, P.G. (1977). "How Volvo Adapts Work to People. "HarvardBusiness 
Review, July-August, pp. 105-13. 

Hackman, J.R., and Oldham, G.R. (1980). Work Redesign. Reading, Mass.: Addi
son-Wesley. 

Haddow, PS. (1982). "The Post-Graduate Training and Utilization of Professional 
Planners and Economists in the Government of Kenya: Recommendations to 
the Government and Donor Agencies." A Report for tihe Ministry of Economic 
Planning and Development of the Govercment of Kenya and the Canadian 
International Development Agency, July, Hull, Quebec. 

Hafsi, T., Kiggundu, M.N., and Jorgensen, J.J. (1987). "Strategic Apex Configura
tions in State-Owned Enterprises." Academy of Management Review 12(4): 
714-30. 

Hage, J., and Finsterbusch, K. (1987). OrganizationalChangeas a Development Strat
egy: Models and Tacticsfor Improving Third World Organizations.Boulder, Colo.: 
Lynne Rienner. 

Haire, M. (1959). Modern OrganizationTheory: A Symposium. New York: John Wiley.
 
Hali, I.R. (1976). "A System Pathology of an Organization: The Rise and Fall of the
 

Old Saturday EveningPost." Administrative Science Quarterly21(2):185-211.
 
Hall, 1.R. (1984). "The Natural Logic of Management Policy Making." Management
 

Science 30(8):905-27. 
Hanna, N. (1985). StrategicPlanningand Management:A Review ofRecent Experiences. 

Washington, D.C.: The World Bank Staff Working Papers, No. 751. 
Hardy, C., Langley, A., Mintzberg, H., and Rose, J. (1983). "Strategy Formation in 

the University Setting." The Review of HigherEducation 6(4), Summer. 
Harrigan, K.R. (1985). "Vertical Integration and Corporate Strategy." Academy of 

ManagementJournal28(2):397-425. 
Hawes, F., and Kealey, D.J. (1981). "An Empirical Study of Canadian Technical As

sistance: Adaptation and Effectiveness on Overseas Assignment." Interna
tionalJournalof InterculturalRelations5(3):239-58. 

Helleiner, G.K. (1982). "Balance of Payments Problems and Macro-Economic Pol
icy." In Problemisq and Poliies in Small Economies. Edited by B. Jalan. London: 
Croom Helm. 

Hersey, P., and Blanchard, K. (1982). Managementof OrganizationalBehavior: Utiliz
ing Human Resources. 4th ed. Englewood Cliffs, N.J.: Prentice-Hall. 

Herzberg, F.B., Mausner, B., and Snyderman, B. (1959). The Motivation to Work. 
New York: John Wiley. 



Bibliography 305 

Hickson, D.J., Butler, R.J., Cray, D., Mallory, G.R., and Wilson, D.C. (1986). Top 
Decisions: Strategy Decision-Making in Organizations. San Francisco: Jossey-
Bass. 

Hill, T.M., Haynes, W.W., Baumgartel, H., and Paul, S. (1973). Institution Building 
in India: A Study of International Collaboration in Management Education. Boston, 
Mass.: Harvard University, Graduate School of Business Administration, Di
vision of Research. 

Hinchliffe, K. (1985). Issues Related to Higher Education in Sub-Saharan Africa. 
Washington, D.C.: World Bank Staff Working Papers, No. 780. 

Hofstede, G. (1980). Culture's Consequences: International Differences in Work-Related 
Values. Beerly Hills, Calif.: Sage. 

Hofstede, G.(1982). "Cultural Pitfalls for Dutch Expatriates in Indonesia." Jakarta, 
Indonesia: TG International, Management Consultants. 

Hofstede, G. (1983). "The Cultural Relativity of Organizational Practices and 
Theories." Journal of International Business 14(2):75-89. 

Honadle, G.(1986). Development Management in Africa: Context and Strategy-A Syn
thesis of Six Agricultural Projects. Washington, D.C.: U.S. Agency for Interna
tional Development. 

House, R.J. (1971). "A Path Goal Theory of Leader Effectiveness." Administrative 
Science Quarterly 16(2):321-39. 

House, R.J., and Woycke, J. (1987). "A Comparative Study of Charismatic and 
Non-Charismatic Leaders in the Third World." In Organizational and Be
havioural Perspectives for Social Change. Edited by P.N. Khandwalla and R.M. 
Rao. Ahmedabad, India: Indian Institute of Management. 

Howell, P., Strauss, J.,and Sorensen, P.E (1975). "Research Note: Cultural and 
Situational Determinants of Job Satisfaction Among Management in Liberia." 
Journal ofManagement Studies 12:225-27. 

Hrebiniak, L.G., and Joyce, W.E. (1984). Implementing Strategy. New York: 
Macmillan. 

Hunt, D.R., and Gufwoli, P. (1986). Strategic Management: Kenya. A Book of Cases. 
Bristol, Indiana: Wyndham Hall Press. 

Hunt, R.M., and Truitt, N.S. (1971). "The Poder Project in Colombia: The Suc
cesses and Failures of a Pilot Popular Participation Project." InternationalDe
velopment Review 13(4):14-18. 

Huse, E.F., and Cummings, T.G. (1985). Organization Development and Change. 3d 
ed. St. Paul, Minn.: West Publishing. 

Hyden, G. (1983). No Shortcuts to Progress: African Development Management in Per
spective. London: Heinemann. 

Ickis, J.C., De Jesus, E.C., and Maru, R.M. (1986). Beyond Bureaucracy: Strategic 
Management of Social Development. West Hartford, Conn.: Kumarian Press. 

Ingle, M.D., and Smith, K.A. (1984). "Microcomputer Technology and Inter
national Development Management: An Assessment of Promises and 
Threats." Paper presented at the International Association of Schools and In
stitutes of Administration (IASIA) Conference, Bloomington, Ind., 30 July-2 
August. 

International Development Research Centre (1986). Searching Research: A Path to De
velopment. Ottawa, Canada: IDRC. 

International Labour Organization (1984). Technology Choice and Employment Gen



306 Bibliography 

eration by Multinational Enterprises in Developing Countries. Geneva: Inter
national Labour Office. 

International Rice Research Institute (1985). InternationalRice Research:25 Years of 
Partnership.Manila, Philippines: IRRI. 

International Rice Research Institute (1986). IRRI Highlights:1985 Accomplishments 
and Chalh,,in . Manila, Philippines: IRRI. 

Inzerilli, G., ai, Laurent, A. (1983). "Managerial Views of Organization Structure 
in France and the U.S.A." InternationalStudies of Mvanagement andOrganization. 
XIII:97-118. 

Jalan, B., ed. (1982). Problemsand Policiesin Small Economies. London: Croom Helm. 
Janger, A.R., and Berenbeim, R.E. (1981). External Challenges to Management Deci

sions: A Growing InternationalBusiness Problem. New York: The Conference 
Board. 

Janis, I.L. (1972). Victims of Groupthink:A Psychological Study of Foreign-PolicyDeci
sions and Fiascoes. Boston: Houghton Mifflin. 

Jean-Maurice, S., and Hockin, T. (1986). Interdependenceand Internationalism:Report 
of the Special JointCommittee on Canada'sInternationalRelations. Ottawa: Govern
ment of Canada. 

Jelinek, M. (1981). "The Need for Organizational Learning." In Organizationsby
Design: Theoryand Practice.Edited by M. Jelinek, J.A. Litterer, and R.E. Miles. 
Piano, Tex.: Irwin-Dorsey. 

Jones, L.P., and Moran, R. (1982). Public Enterprises in Less Developed Countries. 
Cambridge, England: Cambridge University Press. 

Jorgensen, J.j. (1985). "Managing After the Breakup of the East African Commu
nity Corporations." Unpublished working paper, no. 85-14, Faculty of Man
agement, McGill University. 

Jorgensen, J.J., Hafsi, T., and Kiggundu, M.N. (1986). "Towards a Market Imper
fection Theory of Organizational Structure in Developing Countries." Journal 
of Management Studies 23(4):417-42. 

Kahn, R.L., Wolfe, D.vi., Quinn, R.P., Snoek, D.J., and Rosenthal, R.A. (1964). 
OrganizationalStress: Studies in Role Conflict and Ambiguity. New York: John 
Wiley. 

Kanawaty, G., ed. (1981). Managingand Developing New Formsof Work Organization. 
Geneva: International Labour Office, Management Development Series, 
No. 16. 

Kanawaty, G., Thorsrud, E., Semiono, J.P., and Singh, J.P. (1981). "Field Experi
ences With New Forms of Work Organization." InternationalLabour Review 
120(3):263-77. 

Kanungo, R.N. (1982). Work Alienation:An IntegrativeApproach. New York: Praeger. 
Kanungo, R.N., and Misra, S. (1985). "Declining Work Motivation in India: Diag

nosis and Intervention Strategies." Discussion Paper Series, Centre for De
velopment Area Studies, McGill University, Montreal, Quebec, March. 

Katz, D., and Kahn, R.L. (1978). The Social Psychology of Organizations.2d ed. New 
York: John Wiley. 

Kaufman, H. (1960). The ForestRanger:A Study of AdministrativeBehavior.Baltimore: 
The Johns Hopkins Press. 

Kaundd, u.-, and Pendakur, V.S. (1986). "Economic Analysis of the Regional Air
craft Maintenance Centres." Unpublished manuscript, Preferential Trade 



Bibliography 307 

Area for Eastern and Southern African States. Ministry of Communications 
and Works, United Republic ofTanzania. 

Kent, T., and McAllister, I. (1983). Managementfor Development: Plunning.Lanham, 
Md: University Press of America. 

Kerrigan, J.E., and Luke, J.S. (1987). ManagementTraining Strategiesfor Developing 
Countries.Boulder, Colo.: Lynne Rienner. 

Kets de Vries, M.FR., and Miller, D_ (1984). The NeuroticOrganization: Diagnosing 
and Changing Counterproductive Styles of Management. San Francisco: Jossey-
Bass. 

Khandwalla, P.N., and Rao, R.M. (1987). "International Conference on Organiza
tional and Behavioral Perspectives for Social Development: Report on the Pa
pers, Keynote Addresses, Panel Discussions and Presentations." Ahmeda
bad: Indian Institute of Management, India, 29 December 1986, to 2 January 
1987. 

Kidwell, J., El Jack, A., and Ketchum, L. (1981). "Socio-Technical Study for 
Locomotive Maintenance Workshop at Sennar, Sudan." Volume I. McLean, 
Va.: Parsons Brinkerhoff CENTEC International. 

Kiereini, M. (1985). Institutionsin Rural Development Authority. Research Essay, The 
Norman Patterson School of International Affairs, Carleton University, Ot
tawa, Ontario, Canada. 

Kiggundu, M.N. (1978). "The i-.gration of Task Interdependence in the Job 
Characteristics Theory of Employee Responses." Ph. D. Dissertation, Univer
sity of Toronto, Toronto, Ontario, Canada. 

Kiggundu, M.N. (1981). "Task Interdependence and the Theory of Job Design." 
Academy ofManagement Review 6(3):499-508. 

Kiggundu, M. N. (1983). "Task Interdependence and Job Design: Test of a Theory." 
OrganizationalBehaviorand Human Performance31:145-72. 

Kiggundu, M.N. (1984). "Participative Work Design and Supervisory Problems." 
In Quality of Working Life, ContemporaryCases. Edited by J.B. Cunningham and 
T.I1. White. Ottawa: Government of Canada. 

Kiggundu, M.N. (1985a). "Managing Rural Development: A Comparative An
alysis of Institutional Development from Kenya and Mexico." Paper pre
sented at the Joint Meeting of the Canadian Association of Latin American 
and Caribbean Studies (CALACS) and the Canadian Association of African 
Studi,s (CAAS). Montreal, Quebec, 15-17 May. 

Kiggundu, M.N. (1985b). "Africa in Crisis: Can Organization Theory Help?" Paper 
presented at the 45th Annual Meeting of the Academy of Management, San 
Diego, California, 11-14 August. 

Kiggundu, M.N. (1986). "Limitations to the Application of Sociotechnical Systems 
in Developing Countries." Journalof Applied BehavioralScience 22(3):341-53. 

Kiggundu, M.N. (1988a). "Africa." In Comparative Management: A RegionalView, pp. 
169-243. Edited by R. Nath. Cambridge, Mass.: Ballinger. 

Kiggundu, M.N. (1988b). "The Context and Process of Management in Africa." 
Unpublished manuscript. School of Business, Carleton University, Ottawa, 
Ontario, Canada. 

Kiggundu, M.N. (1988c). "Managing Structural Adjustment: The Role and Capac
ity of an African Central Bank." Unpublished manuscript. School of Business, 
Carleton University, Ottawa, Ontario, Canada. 



308 Bibliography 

Kiggundu, M.N., Jorgensen, J.J., and Hafsi, T. (1983). "Administrative Theory and 
Practice in Developing Countries: A Synthesis." Administrative Science Quar
terly 28(1):66-84. 

Killick, T. (1983). "The Role of the Public Sector in the Industrialization of African 
Developing Countries." In Industry and Development 7:57-83. New York: 
United Nations. 

Kim, L., and Utterback, J.M. (1983). "The Evolution of Organizational Structure 
and Technology in a Developing Country." Management Science 29(10): 
1185-97. 

Kimberley, J.R., Miles, R.H., et al. (1980). The OrganizationalLife Cycle. San Fran
cisco: Jossey-Bass. 

Kochen, M., and Deutsch, K.W. (1980). Decentralization:Sketches Toward a Rational 
Theory. Oelgeschlager: Gunn & Hain. 

Kolb, D.A. (1974). "On Management and the Learning Process." In Organizational 
Psychology: A Book of Readings. Edited by D.A. Kolb, I.M. Rubin, and J.M. 
McIntyre. 2d ed. Englewood Cliffs, N.J.: Prentice-Hall. 

Kolodny, H.F., and Armstrong, A. (1985). "Three Bases for QWL Improvements:
Structure, Technology, and Philosophy." Paper presented at the National 
Meetings of the Academy of Management. San Diego, Calif. 

Korten, D.C. (1980). "Community Organization and Rural Development: A Learn
ing Process Approach." PublicAdministration Review 40(5):480-511.

Korten, D.C. (1983). "Learning from USAID Field Experience: Institutional De
velopment and the Dynamics of the Project Process." NASPAA Working
Paper, No. 7. Washington, D.C.: National Association of Schools of Public Af
fairs and Administration. 

Korten, D.C., and Uphoff, N.T. (1981). "Bureaucratic Reorientation for Participa
tory Rural Development." NASPAA Working Paper, No. 1.Washington, D.C.: 
National Association of Schools of Public Affairs and Administration. 

Kubr, M., and Wallace, J.(1983). Successes and Failuresin Meeting the Management 
Challenge: Str-tegies and their Implementation. Washington, D.C.: World Bank 
Staff Working Papers, No. 585, Management and Development Series, 
No. 12. 

Lall, S., and Ghosh, S. (1982). "The Role of Foreign Investment and Exports in 
Industrialization." In Problems and Policies in Small Economies. Edited by B. 
Jalan. London: Croom Helm. 

Lamb, R.B., ed. (1985). Advances in StrategicManagement. Greenwich, Conn.: JAI 
Press, Inc. 

Lammers, C.J. (1981). "Contributions of Organizational Sociology, Part II: Con
tributions to Organizational Theory and Practice-A Liberal View." Organiza
tion Studies 2(4):361-76. 

Lammers, C.J., and Hickson, D.J., eds. (1979). 0 ganizationsAlike and Unlike: Inter
nationaland Inter-InstitutionalStudies in the Sociology of Organizations.London: 
Routledge & Kegan Paul. 

Lasserre, P. (1983). "Strategic Assessment of International Partnership in ASEAN 
Countries." Asian JournalofManagement 1(1):72-78. 

Lawler, E.E. (1971). Pay and OrganizationalEffectiveness: A Psychological View. New 
York: McGraw-Hill. 

Lawrence, P.R., and Lorsch, J.W. (1967). Organizationand Environment. Boston: 



Bibliography 309 

Graduate School of Business Administration, Harvard University. 
Leonard, D.K. (1977). Reaching the PeasantFarmer:OrganizationTheory and Practice 

in Kenya. Chicago, Ill.: The University of Chicago Press. 
Leonard, D.K. (1986). "The Political Realities of African Management." In Report of 

a PrelininaryEvaluation Workshop on the Managementof Agricultural Projects in 
Africa. Washington, D.C.: U.S. Agency for International Development, Spe
cial Study No. 33, January. 

Levinson, H. (1972). OrganizationalDiagnosis.Cambridge, Mass.: Harvard Univer
sity Press. 

Lewin, A.Y., and Minton, J.W. (1986). "Determining Organizational Effectiveness: 
Anotner Look at an Agenda for Research." ManagementScience 32(5):514-38. 

Likert, R. (1967). The Human Organization:Its Management and Values. New York: 
McGraw-Hill. 

Lindholm, R., and Flykt, S. (1981). "The Design of Production Systems: New 
Thinking and New Lines of Development." In Managingand Developing New 
Forms of Work Organization. Edited by G. Kanawaty. Geneva: International 
Labour Office, Management Development Series, No. 16. 

Lindsay, C. P, and Dempsey, B.L. (1985). "Experiences in Training Chinese Busi
ness People to Use U.S. Management Techniques." Journal of Applied Be
haviouralScience 21:72. 

Loubser, J.J. (1983). Human Resource Development in Kenya: An Overview. Hull, 
Quebec: Canadian International Development Agency. 

Luthans, F, and Kreitner, R. (1975). OrganizationalBehaviorModification. Glenview, 
Ill.: Scott, Foresman. 

Machungwa, P.D., and Schmitt, N. (1983). "Work Motivation in a Developing 
Country." Journalof Applied Psychology68(1):31-42. 

Manufacturers Life Insurance Company, The (1985). "Our Charter and Statement 
of Company Aims and Purposes." Toronto, Ontario: Employee Relations, 
Internal Documents. 

March, J.G., and Simon, H.A. (1958). Organizations.New York: John Wiley. 
Mayo, E. (1933). The Human Problems of an Industrial Civilization. New York: 

Macmillan. 
McClelland, D.C., and Winter, D.G. (1969). Motivating EconomicAchievement. New 

York: Free Press. 
McGregor, D. (1967). The ProfessionalManager.New York: McGraw-Hill. 
McHenry, D.E. (1985). "Political Bases of the Dissolution of a Public Corporation: 

A Nigerian Case." Canadian Journal of African Studies 19(1):175-91. 
Miles, R.H. (1980). Macro OrganizationalBehavior. Santa Monica, Calif.: Goodyear 

Publishing. 
Miles, R.H., and Cameron, K.S. (1982'. Coffin Nails and CorporateStrategies. Engle

wood Cliffs, N.J.: Prentice-Hall. 
Miller, E.J. (1975). "Socio-Technical Systems in Weaving 1953-1970: A Follow-up 

Study." Human Relations28:349-86. 
Miner, J.B. (1965). Studies in Management Education. Atlanta, Ga.: Organizational 

Measurement Systems Press. 
Mintzbcrg, H. (1973). The Natureof ManagerialWork. New York: Harper & Row. 
Mintzberg, H. (1979). The Structuringof Organizations. En3lewood Cliffs, N.J.: 

Prentice-Hall. 



310 Bibliography 

Mintzberg, H. (1980). Beyond Implenentation:An Analysis of the Resistance to Policy 
Analysis. INFOR, 18(2):109--38. 

Mintzberg, H. (1983). Structure in Fives: Designin'g Effective Organizations. Engle
wood Cliffs, N.J.: Prentice-Hall. 

Mintzberg, H., and McHugh, A. (1985). "Strategy Formulation in an Adhocracy." 
AdministrativeScience Quarterly30(1):160-97. 

Mintzberg, H. and Waters, J. (1982). "Tracking Strategy in an Entrepreneurial 
Firm." Academy of ManagementJournal25:465-99. 

Mintzberg, H., and Waters, J. (1985). "Of Strategies, Deliberate and Emergent." 
StrategicManagement Journal,pp. 257-72.
 

Mintzberg, H., 
 Brunet, J.P., and Waters, J. (1987). "Does Planning Impede 
Strategic Thinking: The Strategies of Air Canada 1937-1976." In Advances in 
Strategic Management Vol. 4. Edited by R. Lamb. Englewood Cliffs, N.J.: 
Prentice-Hall. 

Montgomery, J.D. (1972). "Allocation of Authority in Land Reform Programs: A 
Comparative Study of Administrative Processes and Outputs." Administrative 
Science Quarterly11(1):63-75. 

Moore, R.J., Swanson, D.A., Lim, G.C., Burke, M.A., Greenstein, J., and Fehnel, 
R.A. (1987). ContractingOut: A Study of the HonduranExperience. Washington, 
D.C.: National Association of Schools of Public Affairs and Administration. 

Moris, J. (1981). Managing Induced Rural Development. Bloomington, Ind.: Inter
national Development Institute. 

Morrison, J.S. (1986). "Public/Private Transitions: A Concept Paper." NASPAA 
Working Paper, No. 13. Washington, D.C.: National Association of Schools of 
Public Affairs and Administration. 

Mulford, C.L., and Rogers, D.L. (1982). "Definitions and Models." In Interorgani
zation Coordination. Edited by D.L. Rogers and D.A. Whetten. Ames, Iowa: 
Iowa State University Press. 

Murrell, 	K.L., and Dufficld, R.H. (1986). Management Infrastructurefor the Develop
ment World: A BibliographicSourcebook. West Hartford, Conn.: Kumarian Press. 

Mytelka, L.K. (1986). "Stimulating Effective Technology Transfer: The Case ofTex
tiles in Africa." In InternctionalTechnology Transfer. Edited by N. Rosenberg. 
New York: Praeger. 

Nash, J., Dandler, J., and Hopkins, N.S., eds. (1976). PopularParticipationin Social 
Change:Cooperatives, Collectives, and NationalizedIndustries. The Hague: Mou
ton Publishers. 

Nath, R., ed. (1988). ComparativeManagement:A Regional View. Cambridge, Mass.: 
Ballinger. 

National Association of Schools of Public Affairs and Administration (NASPAA)
(1985). "Improving Management in Southern Africa. Final Report to the Re
gional Training Council of the Southern African Development Co-ordination 
Conference." Washington, D.C.: NASPAA. 

Nayar, B.J. (1983). India's Quest for Technological Independence: Policy Foundationand 
Policy Change. Vol. 1.New Delhi: Lancers Publishers. 

Negandhi, A.R. (1979). "Convergence in Organizational Practice: An Empirical 
Study of Industrial Enterprises in Developing Countries." In Organizations 
Alike and Unlike. Edited by C.J. Lammers and D.J. Hickson. London: Rout
ledge & Kegan Paul. 



311 Bibliography 

Nellis, J.R. (1986). PublicEnterprisesin Sub-SaharanAfrica. Washington, D.C.: World 
Bank Discussion Papers. 

Nicholson, N., Ostrom, E., Bowles, D., and Long, R. (1985). Development Manage
ment in Africa: The Case of the Egerton College Expansion Project in Kenya. 
Washington, D.C.: U.S. Agency for International Development. 

Niland, J.R. (1970). The Asian EngineeringBrain Drain. Lexington, Mass.: Heath. 
North South Round-Table (NSRT) (1983). "Statement from Istanbul: A Report on 

the Istanbul Round-lable on World Monetary, Financial and Human Re
sources Development Issues." Istanbul, 29 August to 1 September 1983. 

Oborn, S.R. (1988). "A Summary of the Nordic Evaluation of the Effectiveness of 
the Human Resource Element in International Development Assistance." 
Dar Es Salaam, Tanzania: Canadian International Development Agency, 
Spare Parts Project. 

Ollawa, P.E. (1979). ParticipatoryDemocracy in Zatabi,': Thc I, ical rnanyof Na
tional Development. Devon, England: Arthur H. Stockwell. 

Organization for Economic Co-operation and Development (OECD) (1978). From 
Marshall Plan to Global Interdependence for the Industrialized Nations. Paris: 
OECD. 

Ouchi, W.G. (1981). Theory Z: How American Business Can Meet tie Japanese Chal
lenge. Reading, Mass.:Addison-Wesley. 

Ouchi, W.G. (1984). The M-form Society: How American Teamwork Can Recapture the 
Competitive Edge. Reading, Mass.: Addison-Wesley. 

Ozgediz, S. (1983). Managing the Public Service in Developing Countries:Issues and 
Prospects.Washington, D.C.: World Bank Staff Working Papers, No. 583, Man
agement and Development Series, No. 10. 

Page, J.M., Jr., and Steel, W.F. (1984). Small EnterpriseDevelopment: Economic Issues 
from African Experience. Washington, D.C.: World Bank Technical Paper, 
No. 26. 

Paul, S. (1982). Managing Development Programs:The lessons of Success. Boulder, 
Colo.: Westview. 

Paul, S. (1983a). StrategicManagement Development Programmes: Guidelines for Ac
tion. Geneva: International Labour Office. 

Paul, S. (1983b). Training for Public Administration and Management in Developing 
Countries:A Review. Washington, D.C.: World Bank Staff Working Papers, No. 
584, Management and Development Series, No. 11. 

Pava, C. (1983). Managing Newu7 Office Technology: An OrganizationalStrategy. New 
York: The Free Press. 

Pearce, J.A., and David, F (1987). "Corporate Mission Statements: The Bottom 
Line." The Academy of Management Executive l(2)(May). 

Penrose, E.T. (1952). "Biological Analogies in the Theory of the Firm." American 
Economic Review 42:804-19. 

Pereira, D. (1987). "Management Excellence in Strategic Organizations." In Inter
national Conference on Organizationaland BehaviouralPerspectives on Social De
velopment. Edited by P.N. Khandwalla and R.M. Rao. Ahmedabad, India: In
dian Institute of Management. 

Perrow, C. (1982). "The Bureaucratic Paradox: The Efficient Organization Cen
trdlizes in Order to Decentralize." In OrganizationDevelopment: Progressand 
Perspectives. Edited by D. Robey and S. Altman. New York: Macmillan. 



312 Bibliography 

Perrow, C. (1986). Complex Organizations: A Critical Essay. New York: Random 
House. 

Peters, T.J., and Waterman, R.H., Jr. (1984). In Search of Excellence: Lessons from 
America's Best-Run Companies. New York: Warner Books. 

Peterson, B.D., and Pace, W.R. (1978). Organizational Climate Inventory. Provo, 
Utah: Organizational Associates.
 

Pfeffer, J. (1982). Organizations and Organization Theory. Boston, Mass.: Pitman.
 
Pfeffer, J., 
 and Salancik, G.R. (1978). The External Control of Organizations: A Re

source Dependence Perspective. New York: Harper & Row. 
Picard, L.A. (1980). "Socialism and the Field Administrator: Decentralization in 

Tanzania." Comparative Politics 12(4):439-57. 
Plusquellec, H.L., and Wickham, T. (1985). Irrigation Design and Management: Ex

perience in Thailand and Its General Applicability. Washington, D.C.: World Bank 
Technical Papers, No. 40. 

Potter, M.U. (1986). "From Zero to Fifty Million: The Organization Explosion." In 
Managing High Technology: Decisions for Success. Edited by J.R. Callahan and 
G.H. Haines, Jr. Ottawa: Research Centre for High Technology Management, 
Carleton University. 

Powell, 	V. (1987). Improving Public Enterprise Performance: Concepts and Techniques. 
Geneva: International Labour Office, Management Development Series, 
No. 22. 

President's Export Council (1980). The Export Imperative: F-inal Report to the President. 
Vols. I and II, December. Washington, D.C.: U.S. Department of Commerce. 

Pugh, D.S., Hickson, D.J., and Hinings, C.R. (1971). Writers on Organizations. 2d 
ed. Middlesex, England: Penguin. 

Queyrane, P (1985). "The Constraint on Industrial Co-operation Between Firms 
in EEC and the ACP [African, Caribbean, Pacific] Countries." Unpublished 
report, VII/165/85-EN, Commission of the European Communities. 

Quezada, F. and Boyce, J.E. (1988). "Latin America." In Compar.ti'e Man "elnent: 
A Regional View. Edited by R. Nath. Cambridge, Mass.: Ballinger. 

Raphaeli, N., Roumani, J., and MacKellar, A.C. (1984). Public Sector Management in 
Botswana: Lessons in Pragmatism. Washington, D.C.: World Bank Staff Working 
Papers, No. 709. 

Ratiu, I., ed. (1987). "Multicultural Management Developmeia. " Special Issue of 
The Journal of Management Development 6(3).

Rhee, Y.W., Ross-Larson, B., and Pursell, G. (1984). Korea's Competitive Edge: Man
aging Entry into World Markets. Baltimore: The Johns Hopkins University 
Press. 

Rice, A.K. (1958). Productivity and Social Organization: The Ahmedabad Experiment. 
London: Tavistock Institute. 

Rieger, F.(1987). "The Influence of National Culture on Organizational Structure, 
Process and Sti'ategic Decision Making: A Study of International Airlines." 
Ph.D. Dissertation, McGill Universitv; Montreal, Quebec, Canada. 

Robert, M.M. (1985). Strategic Thinking: Charting the Future Direction of Your Organi
zation. Montreal: Decision Precision Process International. 

Roethlisberger, EJ., and Dickson, W.J. (1939). Management and the Worker: An Ac
count ofaResearch Program Conducted by the Western Electric Company, Hawthorne 



313 Bibliography 

Works, Chicago. Cambridge: Harvard University Press. 
Rogers, D. (1968). 110 Livingston Street: Politics and Bureaucracyin the New York City 

Schools. New York: Random House. 
Rogers, D., and Chung, N.H. (1983). 110 Livingston Street Revisited-Decentralization 

in Action. New York: New York University Press. 
Rogers, D.L., and Whetten, D.A., eds. (1982). Interorganizationa!Coordination: 

Theory, Research, andImplementation. Ames, Iowa: Iowa State University Press. 
Rondinelli, D.A. (1987). Development Administration and U.S. Foreign Aid Policy. 

Boulder, Colo.: Lynne Rienner. 
Rondinelli, D.A., Nellis, J.A., and Cheema, G.S. (1984). DecentralizationinDevelop

ing Countries: A Review of Recent Experience. Washington, D.C.: World Bank 
Staff Working Papers, No. 581, Management and Development Series, No. 8. 

Rosenthal, I., Tuthill, J., Bury, R., and Frazier, M. (1986). Signposts in Development 
Management:ACoiputer-BasedAnalysis of 277 Projectsin Africa. AID Evaluation 
Occasional Paper No. 10 for Development Information and Evaluation, 
Bureau for Program and Policy Coordination. Washington, D.C.: U.S. Agency 
for International Development. 

Roth, G. (1987). The PrivateProvisionof Public Services in DevelopingCountries. New 
York: Oxford University Press. 

Rubinstein, D., and Woodman, R.W. (1984). "Spiderman and the Burma Raiders: 
Collateral Organization Theory in Action." The Journalof Applied BehavioralSci
ence 20(1):1-21. 

Sandbrook, R. (1982). The Politicsof Basic Needs: UrbanAspects of 4ssaultingPoverty 
in Africa. London: Heinemann. 

Sarathy, R. (1985). "High Technology Exports from Newly Industrializing Coun
tries: The Brazilian Commuter Aircraft Industry." CaiforniaManagement Re
view XXVII(2):60-84 (Winter). 

Sarkar, D. (1984). "Workers' Participation in Management of Public Sector Under
takings." In Public Enterprises,edited by S.K. Goyal. New Delhi: Indian Insti
tute of Public Administration. 

Sasser, W.E., Olsen, R.P., and Wyckoff, D.D. (1978). Management of Service Opera
tions: Text, Cases, and Readings. Boston, Mass.: Allyn & Bacon. 

Schaeffer, W.G., ed. (1985). "IASIA Working Group Report, 1984." Brussels: Inter
national Institute of Administrative Sciences. 

Schein, E.H. (1969). ProcessConsultation:Its Role in OrganizationDevelopment. Read
ing, Mass.: Addison-Wesley. 

Scott-Stevens (1985). "Foreign Consultants and Counterparts: Cross-Cultural 
Problems in the Transfer of Technical Knowledge." Report submitted to the 
Indonesian Institute of Sciences, Java, Indonesia. 

Sharma, B.R. (1986). Motivational Crisis in lndian Administration:A Caseof Existential 
Sickness. New Delhi: Indian Institute of Public Administration. 

Shelp, R.K., Stephenson, J.C.,Truitt, N.S., and Wasow, B. (1984). Service Industries 
and Economic Development: Case Studies in Technology Transfer. New York: 
Praeger. 

Shirley, M.M. (1983). ManagingState-Owned Enterprises. Washington, D.C.: World 
Bank Staff Working Papers, No. 577, Management and Development Series, 
No. 4. 



314 Bibliography 

Silverman, J.M. (1984). Technical Assistance and Aid Agency Staff: Alternative 
Techniquesfor GreaterEffectiveness. Washington, D.C.: World BankTechnical Pa
pers, No. 28.
 

Sinha, D.P. (1987). 
 "Training at the Top: Building New Administrative Culture-
An Ethnographic Account." Edited by P.N. Khandwalla and R.M. Rao. Inter
national Conference on Organizational and Behavioural Perspectives for So
cial Development, 29 December 1986 to 2 January 1987. Ahmedabad, !ndia. 

Sivaramakrishnan, K.G., and Green, L. (1986). MetropolitanManagement:TheAsian 
Experience. Washington, D.C.: Economic Development Institute, The World 
Bank.
 

Sloan, A.P. (1963). My Years at GeneralMotors. New York: Doubleday.
 
Smith, K.G., Mitchell, T.R., and Summer, C.E. (1985). 
 "Top Level Management

Priorities in Different Stages of the Organizational Life Cycle." Academy of 
ManagementJournal28(4):799-820. 

Spielman, J.D. B. (1983). "Redefining the Transfer of Technology Process." Training 
and Development Journal37(10):35-41.

Spitzberg, I.J., ed. (1978). Exchange of Expertise:The CounterpartSystem in the New 
InternationalOrder.Boulder, Colo.: Westview. 

Srinivasan, T.N. (1986). "The Costs and Benefits of Being a Small, Remote Island,
Landlocked or Ministate Economy." The World Bank Research Observer 1(2): 
205-18. 

Steel, W.F, and Evans, J.W. (1984). Industrializationin Sub-SaharanAfrica:Strategies 
and Performance.Washington, D.C.: World Bank Technical Papers, No. 25. 

Stewart, F. (1979). Inter'iational Technology Transfer: Issues and Policy Options.
Washington, D.C.: World Bank Staff Working Papers, No. 344. 

Stobaugh, R., and Wells, L.T., eds. (1984). Technology Crossing Borders:The Choice,
Transfer,and Management of InternationalTechnology Flows. Boston, Mass.: Har
vard Business School Press. 

Stohr, W., and Taylor, D.R.F., eds. (1981). Development From Above or Below. Lon
don: John Wiley.
 

Taylor, F.W. (1911). The Principlesof Scientific Management. New York: Harper.

Thomas, T. (1983). "Reorienting Bureaucratic Performance: A Social Learning Ap

proach to Development Action." NASPAA Working Paper, No. 8. Washing
ton, D.C.: National Association of Schools of Public Affairs and Administration. 

Thompson, J.D. (1956). "On Building an Administrative Science." Administrative 
Science Quarterly1:102-11. 

Thompson, J.D. (1967). Organizationsin Action: Social Science Basesof Administrative 
Theory. New York: McGraw-Hill. 

Thompson, J.D. (1974). "Technology, Polity, and Societal Development." Admninis
trativeScience Quarterly 19(1):6-21. 

Thompson, V.A. (1964). "Administrative Objectives for Development Administra
tion." AdministrativeScience Quarterly9(1):91-108. 

Thomson, J.T., and Connerley, E. (1986). "Decentralized Finance and Manage
ment for Development." A concept paper prepared for the Office ofRural and 
Institutional Development, Bureau of Science and Technology, U.S. Agency
for International Development, April. 

Thornton, G.C., and Byham, W.C. (1982). Assessment Centers and ManagerialPer
formance. New York: Academic Press. 



liibliograp'iy 315 

Thorsrud, E. (1981). "The Changing Structure of Work Organization." In Manag
ing and Developing Neo Forms of Work Organization. Edited by G. Kanawaty. 
Geneva: International Labour Office. 

Tichy, N.M. (1983). Managing Strategic Change: Technical, Political and Cultural 
Dynamics. New York: John Wiley. 

Timm, P.R., and Peterson, B.D. (1986). People at Work: Human Relations in Organiza
tions. 2d ed. St. Paul: West Publishing Company. 

Triandis, H.C. (1972). The Analysis of Subjective Culture. New York: Wiley-
Interscience. 

Trist, E.L. (1975). "Planning the First Steps Toward Quality of Working Life in a 
Developing Country." In The Qualityof Working Life: Problems, Prospectsand the 
State of the Art. Edited by L.E. Davis and A.B. Cherns. Vol. I. New York: The 
Free Press. 

Trist, E.L. (1981). The Evolution of Socio-Technical Systems. Ontario Ministry of 
Labour, Occasional Paper No. 2. Toronto: Ontario Quality of Working Life 
Center. 

Trist, E.L., and Bamforth, K.W. (1951). "Some Social and Psychological Conse
quences of the Long Wall Method of Coal-Getting." Human Relations 4:3-38. 

Trist, E.L., Higgins, G.W., Murray, H., and Pollock, A.B. (1963). Organizational 
Choice. London: Tavistock Institute. 

Truitt, N.S. (1984). "Mass Merchandising and Economic Development: Sears, 
Roebuck and Company in Mexico and Peru." In Service Industriesand Economic 
Development: Case Studies in Technology Transfer. Edited by R.K. Shelp, J.C. 
Stephenson, N.S. Truitt, and B.Wasow. New York: Praeger. 

Tsurumi, Y.(1982). "Japan's Challenge to the U.S.: Industrial Policies and Corpo
rate Strategies." Columbia Journal of World Business 17(2):87-95. 

Tung, R.L. (1988). "China." In ComparativeManagement:A Regional View. Edited by 
R. Nath. Cambridge, Mass.: Ballinger. 

lung, R.L. (1983). Key to Japan'sEconomic Strength:Human Power.Lexington, Mass.: 
D.C. Heath. 

Tung, R.L. (1987). "China." In ComparativeManagement:A Regional View. Edited R. 
Nath. Cambridge, Mass.: Ballinger. 

Turok, B. (1984). "Control in the Parastatal Sector in Zambia." In Law in Zambia. 
Edited by Muna Ndulo. Nairobi: East African Publishing House. 

United Nations Development Programme (1986). "Africa Project Development 
Facility." Project Document RAF.85/022/B/01/42: Industrial Development Sup
port Services. Washington, D.C.: United Nations Development Programme. 

Uphoff, 	N.T. (1986). Local Institu.ivnal Developmnent: At, Analytical Sourcebook with 
Cases.West Hai tford, Conn.: Kumarian Press. 

U.S. 	Agency for International Development (1985). "Private Enterprise Develop
ment." A.I.D. Policy Paper (Revised). Washington, D.C.: Bureau for Program 
and Policy Coordination, March. 

U.S. 	 Agency for International Development (1986a). "Implementing A.I.D. 
Privatization Objectives." Washington, D.C.: Policy Determination, DD-14, 
June. 

U.S. 	Agency for International Development (1986b). "Redesign of Human and In
stitutional Resources Development Project (Zambia)." Unpublished discus
sion paper, Project No. 611-0206. Washington, D.C. 



316 Bibliography 

Valpy, M. (1986). "Canadians Click in Africa Enterprise." Globe and Mail, Wednes
day, 29 October, A8. 

Vernon, R. (1984). "Linking Managers with Ministers: Dilemmas of the State 
Owned Enterprise." Journalof PolicyAnalysis and Management4(1):39-55.

Vroom, V.H. (1964). Work and Motivation. New York: John Wiley.
Vroom, V.H., and Yetton, P.W. (1973). Leadershipand Decision-Making. Pittsburgh, 

Pa.: University of Pittsburgh Press. 
Wade, R. (1985). "The Market for Public Office: Why the Indian State Is Not Better 

at Development." World Development 13(4):467-97. 
Wallace, J.B. (1985). "Fostering Management Growth in Developing Countries." 

Trainingand Development Journal, (January): 67-71. 
Wallender, R. (1979). TecLhology TransferandManagementin the DevelopingCountries. 

Cambridge, Mass.: Ballinger. 
Wasow, B. (1984). "Technology Transfer in the Insurance Industry: American Inter

national Group in the Philippines, Nigeria, and Kenya." In Service Industries 
and Economic Dczeiv ment: Sttvdics in Technology Transfer. Edited by R.K. Shelp 
et al. New York: Fraeger. 

Weber, M. (1947). The Theoryof SocialandEconomic Organization.Translated by A.M. 
Henderson and T. Parsons. New York: Oxford University Press. 

White, L.G. (1986). Managing Development Programs:Management Strategies and 
Project Interventions in Six African AgriculturalProjects. AID Evaluation Spe
cial Study No. 38. Washington, D.C.: U.S. Agency for International 
Development. 

White, L.G. (1987). Creating Opportunitiesfor Change: Approaches to Managing De
velopment Programs.Boulder, Colo.: Lynne Rienner. 

Whittaker, J., and Gibson, N. (1987). "Guided Transmission Training: An Effective 
Multiplier Mechanism." Geneva: ILO MORS Bulletin, 22/87:1-3.

Wiewel, W., and Hunter, A. (1985). "The Interorganizational Network as a Re
source: A Comparative Case Study on Organizational Genesis." Administra
tive Science Quarterly30(4):482-96.

Wildavsky, A. (1972). "Why Planning Fails in Nepal." AdministrativeScience Quar
terly 17:508-28. 

Williams, D. (1984). "Choice of Technology and Parastatal Firms." In Technology 
Crossing Borders. Edited by R. Stobaugh and L.T. Wells. Boston, Mass.: Har
vard Business School Press. 

Williamson, 0. E. (1985). The Economic InstitutionsofCapitalism:Firms,Markets,Rela
tional Contracting.New York: The Free Press. 

Willis, H.L. (1984). "Selection for Employment in Developing Countries." Person
nel Administrator29(4):37-44. 

Woodward, J. (1965). Industrial Organization:Theory and Practice. Oxford: Oxford 
University Press. 

World Bank (1983). World Bank Report. Washington, D.C. 
World Bank (1985). AgriculturalResearch and Extension: An Evaluationof the World 

Bank's Experience. Washington, D.C. 
World Bank (1986). World Development Report. Washington, D.C. 
Yoo, S., and Lee, S.M. (1987). "Management Style and Practice of Korean 

Chaebols." CaliforniaManagementReview 39(4):85-110 (Summer). 



Bibliography 317 

Young, R. (1983). CanadianDevelopment Assistance to Tanzania:An IndependentStudy. 
Ottawa: The North-South Institute. 

Zulu, J.B., and Nsouli, S.M. (1985). Adjustment ProgramsinAfrica: The Recent Experi
ence. Washington, D.C.: International Monetary Fund. 



Author Index
 

Aaker, D. A., 81 

Abramson, R., 50 

Adams, W., 172, 174 

African Development Bank Group, 285 

Aguren, S., 245 

Aharoni, Y., 262 

Aiken, M., 17 

Albrecht, K., 18
 
Aldrich, H. E., 124 

Amado, G., 8 

Amaro-Reyes, J. A., 170 

Amsalem, M., 203 

Andrews, K. R., 80 

Argyris, C., 122, 159, 225 

Armstrong, A., 49 


Bacon, J., 83, 85 

Bakke, E. W., 15, 39, 56 

Balassa, B., 261 

Bamforth, K. W., 36 

Baranson, J., 197 

Baritz, L., 18 

Barnard, C. H., 80 

Bates, R. H., 262 

Bum, W. C., 150, 182 

Baxtei, M., 218 

Bell, IV,'.,132 

Benedict, B., 220, 222, 223 

Benor, D., 217, 218 

Benson, K. J., 129 

Berenbeim, R. E., 236 

Berg, E., 274
 
Berg, R. J., 262 

Bertalanffy, L. V., 17 

Bish, R. L., 237 

Blanchard, K., IS 

Blau, P. M., 15 

Blunt, P.. R, 169, 243 

Bowen, C. M., 99-100 

Boyce, J. E., 62 


'Bozeman, B., 270 

Bresser, R., 136 

Brinkerhoff, D., 143 

Brown, J. K., 83, 85 


Brunet, J. P., 80
 
Brunsson, N., 80, 222-23, 267
 
Buffa, E.S., 46, 52
 
Bums, T., 16, 18
 
Bussink, W., 150
 
Buzzell, R. D., 81
 
Byham, W. C., 157
 

Cady, J. F., 81
 
Cameron, K. S., 46, 58
 
Canadian International Development
 

Agency (CIDA), 13, 60, 166, 173-74, 211
 
Carleton Board of Education, 66
 
Casse, P., 180
 
Chambua, S. E., 206
 
Chandler, A. D., 80
 
Cheema, S. G., 228, 229, 235, 243, 247, 254
 
Chenoweth, F. A., 5
 
Cherns, A. B., 209
 
Child, J., 18, 29, 229, 235
 
Chung, N. H., 236, 253
 
Clayie, A., 134
 
Commonwealth, The, 219, 224
 
Connerley, E., 234
 
Conway, M., 180
 
Cooper, C., 190, 215
 
Cowan, L. G., 269
 
Cray, D., 81
 
Crosby, J., 156
 
Crozier, M., 18
 
Cummings, T. G., 120-21
 

Daft, R. L., 16, 75
 
Dahlman, C. J., 190, 200, 202, 211
 
Dandier, J., 236
 
Dasah, B. Z., 5, 8, 158, 180
 
David, F. R., 56-57, 65, 81
 
Davies, D. G., 148
 
Davies, H., 196
 
Davis, L. E., 17, 209
 
Davis, S. M , 119. 253
 
de Bettignies, H. C., 197
 
DeFranco, S., 166
 
Dempsey, B. L., 290
 

319
 

Previus Paa
 



320 Author Index 

Deutsch, K. W., 229 

Devanna, M. A., 81 

Dvwar, D. L., 17 

Dickson, W. J., 15, 49 

Dirlam, J. B., 172, 174 

Donaldson, L., 24 

Drucker, P. F., 45 

Duffield, R., 63 

Dunlop, J. T., 146 

Dyer, W., 89 


Eaton, J., 76, 79 

Edgren, J., 245 

El Jack, A., 36, 38, 50 

Emery, F., 76 

Esman, M., 79 

Evan, W. M., 17 

Evans, J. W., 213 


Faucheux, C., 8, 44, 126, 198 

Fayol, H., 100 

Fehnel, R., 4 

Fiedler, F. E., 17, 18 

Finsterbusch, K , 4, 16, 50, 130, 143 

Flykt, S., 113-14 

Fombrun, C. J., 81, 146, 152 

Freeman, H., 4 


Galbraith, J. R., 15, 116 

Gandhi, S. R., 6 

Germidis, D., 282
 
Ghai, Y., 263 

Ghosh, S., 220, 223

Gibson, N., 35, 201 

Glover, D. J., 267 

Glueck, W. F., 146 

Goldstein, 1. L., 165 

Gomes-Casseres, B., 125, 136
 
Goodsell, C. T., 15 

Gould, D. J., 170 

Government of Kenya, 257, 279 

Goyal, S. K., 261 

Gran, G., 224 

Green, L., 14 

Griffin, K., 229 

Gufwoli, P., 61 

Gulick, L., 3, 33, 100 

Gyllenhammar, P., 49 


Hackman, J. R., 18 

Haddow, P. S., 166 

Hafsi, T., 17, 21, 23, 80, 89 


on control ofSOEs, 263 

on decentralization, 244
 
on decentralization and SOE 


performance, 250 

on family-owned firms, 280 

on life cycle evolutionary model, 266 


on market imperfections and industry 
concentration, 127, 129
 

Hage, J., 4, 16, 17, 50, 130, 143
 
Haire, M., 15
 
Hall, I. R., 16
 
Halset, W., 50
 
Hanna, N., 82
 
Hardy, C., 80
 
Haft, J. E., 136
 
Harrigan, K. R., 132
 
Harrison, J. Q., 217, 218
 
Hawes, F., 180
 
Helleiner, G. K., 220
 
Hersey, P., 18
 
Herzberg, F. B., 18
 
Hickson, D. J., 8, 17, 29, 81

Hill, T. M., 6, 133
 
Hinchliffe, K., 151
 
Hinings, C. R., 18
 
Hockin, T., 7
 
Hofstede, G., 18, 29-30, 183, 277
 
Honadle, G., 19
 
Hopkins N. S., 236
 
House, R. J., 17, 247, 297
 
Howell, P., 53
 
Hrebiniak, L. G., 65, 80
 
Hunt, D., 61
 
Hunt, R. M., 236
 
Huse, E. F., 120-21
 
Hyden, G., 4, 5, 35, 236
 

Ingle, M. D., 199
 
International Development Research


Centre (IDRC), 133-34
 
International Rice Research Institute (IRRI),
 

68, 133
 
Inzerilli, G., 29
 

Jalan, B., 219
 
Janger, A. R., 236
 
Janis, I. L., 18
 
Jelinek, M., 90
 
Jones, L. P., 262
 
Jorgensen, J. J., 16, 21, 23, 80, 127
 

on control of SOEs, 263
 
on decentralization and SOE
 

performance, 250
 

East African Community study, 134
 
on family-owned firms, 280
 on life cycle evolutionary model, 266
 
on market imperfections and industry
 

concentration, 129
 
Joyce, W. E., 65, 80
 

Kahn, R. L., 18
 
Kanawaty, G., 114, 245
 
Kanungo, R. N., 53, 169
 
Katz, D., 17
 



Author Index 321 

Kaufman, H., 110 Lindholm, R., 113-14 
Kaunda, G. H., 131 Lindsay, C. P., 290 
Kealy, D. J., 180 Lorsch, J.W., 16, 108 
Kent, T., 60 Loubser, J.J., 167 
Kerrigan, J. E., 109, 160, 226, 227 Luke, J. S., 109, 160, 226, 227 
Ketchum, L., 36, 38, 50 Luthans, F., 224 
Kets deVries, M. F. R., 17 
Khan, R. L., 17 McAllister, 1., 60 
Khandwalla, P. N., 290 McClelland, D. C., 6 
Kidwell, J., 36, 38, 50 McGregor, D., 17 
Kiereini, M., 79 McHenry, D. E., 16, 134, 297 
Kiggundu, M. N., 5, 8, 16, 17, 19 Machungwa, P. D., 169 

African bank study, 14P MacKellar, A. C., 183, 252 
on alternative work forms, 114 Mallory, G., 81 
on collaborative institutional Manufacturers Life Insurance Company, 

arrangements, 134 The, 66-67 
on control of SOEs, 263 March, J. G., 226 
on decentralization and SOE Mausner, B., 18 

performance, 250 Miles, R., 58, 76, 79 
development administration study, 21 Miller, D., 17 
on expatriate effectiveness, 180 Miller, E.J., 253 
on extractive research, 22 Miner, J.B., 17 
on family-owned firms, 280 Minton, J. W., 46 
on human resource development, 151 Mintzberg, H., 39, 49, 57, 70, 80 
on human resource shortages, 158 on decentralization, 229 
on institutional decay of developing on horizontal versus vertical 

countries, 297 decentralization, 237 
on intervention techniques, 142 on informal communication, 121 
on life cycle evolutinary model, 266 on in-house indoctrination programs, 108 
Manufacturers Life Insurance study, 66 Mon quality-of-working-life programs, 102 
on market imperfections, 23 Mirvis, P., 23 
on motivational problems, 169 Misra, S., 169 
on organizational success, 79 Mitchell, T. R., 80 
on quality of working life, 102 Montgomery,). D., 252 
on state-owned enterprises, 80, 129 Moore, R.J., 273 
on sociotechnical systems, 49 Moran, R., 262 
on task interdependence, 36 Moris, J., 5, 35, 209 
on technology adjustments, 198 Morrison, J. S., 276 

Killick, T., 263 Mulford, C., 123 
Kim, L., 8, 23 Murray, A., 4 
Kochen, M., 229 Murrell, K., 63 
Kolb, D. A., 224 Mytelka, L. K., 190, 203, 206-7, 208 
Kolodny, H. F., 49 
Korten, D. C., 143, 224 Nash, J., 236 
Kreitner, R., 224 Nath, R., 38 
Kubr, M., 12, 50 National Association of Schools of Public 

Affairs and Administration (NASPAA), 
Lall, S., 220, 223 209 
Lamb, R.B., 81 Nayar, B.J., 195, 205 
Lammers, C. J., 8, 28-29 Negandhi, A. R., 7, 101 
Lasserre, P., 136 Nellis, J.R., 235, 243, 247, 262, 263, 266, 269, 
Laurent, A., 8, 29, 126 275 
Lawler, E.E., 18 Nicholson, N., 8 
Lawrence, P. R., 16, 108,119 Niland, J. R., 172 
Leonard, D. K., 5, 57 Nsouli, S. M., 257 
Levinson, H., 17 
Lewin, A. Y., 46 Oborn, S. R., 184 
Likert, R., 15, 17 Oldham, G. R., 18 



322 Author Index 

Ollawa, P. E., 236 

Olsen, R. P., 50 

Organization for Economic Co-operation


and Development (OECD), 192 

Ostrom, V., 237 

Ouchi, W. G., 122, 212, 237-38 

Ozgediz, S., 156, 160, 167, 174, 176 


Pace, W. R., 122

Page, J.M., 99, 127, 213 

Paul, S., 60, 62, 79, 109, 160 

Pava, C., 50, 209 

Pearce, j. A., 65 

Pendakur, V.S., 131 

Penrose, E.T., 16 

Pereira, D., 74 

Perrow, C., 15, 17, 254 

Peters, T. J., 122, 254 

Peterson, B.D., 122 

Pfeffer, J., 23-24, 80, 123, 124, 127 

Picard, L. A., 4, 239, 251 

Plusquellec, H. L., 21 

Potter, M. U., 66 

Powell, V., 265 

President's Export Council, 7 

Pugh, D. S., 17

Pursell, G., 5 


Queyrane, P., 284 

Quezada, F., 62 


Rao, R.M., 290

RaphaeRi., 1 2

Raphaeli, N., 183, 252
Ratiu, 1., 28, 296 

Rhee, Y. W., 5 

Rice, A. K., 6, 48, 110 

Rieger, F., 29 

Robert, M. M., 93 

Roethlisberger, F.J., 15, 49
Rogers, D., 236, 253 

Rogers, D. L., 123 

Rondinelli, D. A., 144, 194, 228, 229, 235, 


243, 247, 254

Rosenthal, 1., 227 

Ross-Larson, B. 5, 132, 190, 200, 211 

Roth, G., 275, 281 

Roumani, J., 183, 252 

Rubinstein, D., 120 


Salancik, G. R., 124,127Sandbrook, R., 243
 
Sarathy, R., 132 

Sarkar, D., 229
Sasser, W. E., 50
 
Schaeffer, W. G., 219 

Schmitt, N., 169 

Schon, D. A., 225
Scott, R., 15 


Scott-Stevens, S., 183
 
Sharma, B.R., 9, 168
 
Shelp, R. K., 195
 
Shirley, M. M., 262
 
Silverman, J. M., 176
 
Simard, J. M., 6
 
Simon, H. A., 226
Sinha, D. P., 296
 
Sivaramakrishnan, K. G., 14

Sloan, A. P., 80
 
Smith, K. A., 199
 
Smith, K. G., 80
 
Snyderman, B., 18
 
Sorensen, P. F., 53
 
Spielman, J.D. B., 196
 
Spitzberg, 1.J., 180
 
Srinivasan, T. N., 219
 
Stalker, G.M., 16, 18
 
Steel, W. F., 99, 127, 213
 
Steers, R. M., 16, 75
 
Stewart, F., 190, 191, 200
 
Stobaugh, R., 52, 143, 190
 
Stohr, W., 245
 
Strauss, J., 53
 
Summer, C. E., 80
 

Taylor, D. R.F., 245
 
Taylor, F. W., 17, 33, 43

Thomas, T., 224
 
Thompson, J. D., 28, 36, 39, 44, 45
 
Thompson, V. A., 28
 
Thomson, J.T., 234
 
Thornton, C. C., 157
Thorsrud, E., 124
 
Tichy, N. M., 81
 
Timm, P. R., 122
 
Tolbert, S. M., 150, 182
 
Triandis, H. C., 180
 
Trist, E.L., 16, 36, 39, 42, 76, 102, 114

Truitt, N. S., 212, 236
 
Tung, R. L., 86-87, 155
 
Turok, B., 129, 249, 263
 

United Nations Development Progratnme
(UNDP), 175, 176, 283-84
 

U.S. Agency for International Development

(USAID), 259, 270, 276
 

Uphoff, N. T., 79, 143, 236
 
Urwick, L., 33, 100
 
Utterback, J.M., 8, 23
 

Valpy, M., 134
 
Vroom, V. H., 18
 

Wade, R., 263
 
Wallace, J.B., 12, 50, 194
 
Wallender, R., 48, 190, 207, 208
Waterman, R.H., 122, 254
 



Subject Index 323 

Waters, J., 80 Willis, H. L.,.180 
Weber, M., 28, 33, 43 Winters, D. G., 6 
Wells, L. T., 52, 143, 190 Woodman, R.W., 120 
Westphal, L. E., 132, 190, 200, 211 Woodward, J., 18 
Whetten, D. A., 46, 123 Woycke, J., 247, 297 
White, L. G., 143, 170 Wyckoff, D. D., 50 
Whittaker, J., 35, 201 
Wickham, T., 21 Yetton, P.W., 18 
Wildavsky, A., 5, 104 Young, R., 199 
Williams, D., 206 
Williamson, 0. E., 15, 82, 131 Zulu, J.B., 257 

Subject Index 

Academy of Management, 11-12, 24-27 flexible, 8 
Administrative counterparts, 182 Weberian theory of, 17 
AdministrativeScience Quarterly, 28 
Advances in Strategic Management, 81 Caja Laboral Popular, 134 
Africa Canadian International Development

illiteracy in, 151 Agency (CIDA), 13, 60, 166, 173-74, 211 
lack of human resources in, 149 Caribbean Project Development Facility
motivational problems in, 169-70 (CPDF), 283, 284 

African Development Bank Group, 285 Carleton Board of Education, 66 
Agriculture "Causal textjre" interdependencies, 76-79 

as an employment sector, 52, 154 Center for Privatization (United States), 276 
technology transfer for agricultural Centrali.ation. See also Decentralization 

extension services, 217-18 forces for, 245-47 
Air Afrique, 133-34 Charismatic leaders, 297 
Alienation, effects of, 169-70 Charters, 68 
Assessment center methods, 157 dina, industrial enterprises in, 86-87 
Association of South East Asian Nations Close supervision system, 99-102 

(ASEAN), 5,75, 197 Collaborative institutional arrangements
Attitudes, standardization of, 106-10 (CIAs), 96, 130-36 
Automated manufacturing technologies choosing among, 135-36 

(AMTs), 49 Collateral organization, 120 
Commonwealth, The, 219, 224 

Banks, regional development, 284-85 Communication, facilitation of informal, 
"Baqshish" practices, 53, 54 121-23 
Beliefs, standardization of, 106-10 Complete divestiture, 269, 272 
Bell Canada International (BCI), 93-95 Complex integrating mechanisms (CIMs),
Boards of directors, role in COTs and 96, 115-30 

SMATs, 82-86 internal integrating mechanisms, 116-23 
Bottom-up approach to planning, 104-5 interorganizational coordination (10C), 
Boundary spanners, 59 123-28 
Brain drain, 148, 172-76 Computer-aided design and manufacturing(CAD/CAM), 35, 49Bribes, 53 
Budgets Concentration, in small and island states, 

imbalances in, 167 220 
role in organizations, 103-5 Concept of deliberations, 225 

Bureaucracy Contingency theories cf management, 35 
classical, 8,47 Contracting out of services, 272-73 



324 Subject Index 

Control systems, importance of, 42 

Cost-benefit analysis, 138 

Council for the Promotion of Education 

(Mexico), 79, 109 

Council of Scientific and Industrial Research 


(India), 6 

Council of Trust for the Indigenous People


(Malaysia), 67-68 

Counterpart-expatriate relationships, 182 

Counterpart-expatriate system, 178-79 

Crisis management, 62 

Critical operating tasks (COTs), 32-33 


challenges of managing, 39-45 

decentralization and, 230-50 

historical perspective, 33-36 

illustration of, 36-39
 
integration with SMATs, 86-95 

local technological capacity for, 207-12 

motivational problems relating to, 171 

operational and strategic variances for,


209-12 

organization performance and, 45-47 

role of boards of directors in, 82-86 

sociotechnical systems approach to


studying, 48-49 

technology and, 48-50 

training for, 162 


Culture, organization science and, 29-31

Culture Assimilator, 180 


Decentralization 

assessing the results of, 250-53 

contingencies of, 239-42 

defined, 228-30 

dimensions of, 234-39 

forces for and against, 242-45 

implementation of, 253-54 

within and between organizations, 230-34 

of service delivery systems, 250

state-owned enterprises and, 247-50 


Decentralizing organization, 231 

Decision Processes International (DPI), 93

Deconcentration, 238-39 

Delegation, defined, 235-36
 
Developing countries 


agriculture in, 154 

costs of education in, 151
 
managing COTs in, 39-45 

middle management in, 9 

motivational crises in, 168-72

operating goals in, 71 

organization and management problems 


common to, 12-13 

organizations in, 7-11 

service organizations in, 50-52 

similarities versus differences in, 11-13 

strategic management in, 59-64 


Development administration 


(management), 19-21
 
areas of integration with organization
 

science, 27-29
 
need for integration with organization
 

science, 21-23
 
Pcnlution, defined, 234-35
 
DirEct contact, defined, 116-17
 
Distribution system of service
 

organizations, 54
 
Divestiture. See Complete divestiture;
 

Partial divestiture
 
Divisionalism, 237-38
 
Domestic organizations, 278-81
 
Domestic private sector, 278-81
 
Double-loop learning model, 225
 

Eastern and Southern African Management

Institute (ESAMI), 74
 

Economy, 45-46
 
Education, underdevelopment and, 151
 
Effectiveness, defined, 46
 
Efficiency, defined, 45
 
Emerging Markets Growth Fund, 282-83
 
Employees
 

dismissing obsolete, 42-43
 
training of, 160-65
 

Employee Stock Ownership Plans (ESOPs),
 
269
 

Environmental interdependencies, 76-79
 
Ethiopian Management Institute, 35
 
European organizations, strategic
 

management in, 81, 82
 
Evaluation, of training programs, 164-65
 
Exchange
 

defined, 177
 
of skills, 179-80
 

Expatriates
 
determinants ofexpatriate effectiveness,
 

180-84
 
utilization of expatriate staff, 154, 176-79
 

Expertise. See Technology, knowledge, and
 
expertise
 

Extractive research, 22-23
 

Family-owned firms, 280-81
 
Flexible bureaucracy, 8
 

Gender biases, 174
 
Goals, role in organizations, 103-5
 

Hierarchies, increasing effectiveness of, 99
 
Horizontal decentralization, 237
 
Human obsolescence, 42
 
Human resource development (HRD), 148,
 

149-51
 
Human resource management (HRM), 155

79
 
audits of, 158
 



Subject Index 325 

the brain drain and, 172-76 Intervention theories, 81 
current issues in, 160-79 Investment capacity, 200 
general model of, 146-48 Island states, technology transfer for, 218-24 
individual growth and organizational

development HRM activities, 158-59 Japan, industrial organization in, 30-31 
maintenance HRM activities, 155-57 Job turnover, impact of, 167 
operational and strategic HRM activities, Just in time (lIT) inventory management, 30 

157-58 Just-in-time (JIT) inventory systems, 49 
Human resource utilization (HRU), 148, 

151-53, 165-68 Kenyan busiress organizations, 61 
Kenya Tea Development Authority 

Incentives (KTDA), 79 
group-based, 159 Key variances, 209-11 
incentive systems, 139-40, 206 Kickbacks, 53 

India, motivational problems in, 169 Knowledge. See also Technology, 
Indian Institute of Management, 6, 133 knowledge, and expertise 
Indigenous knowledge systems (IKS), 164 standardization of, 106-10 
Indigenous private sector organizations Knowledge, skills, and abilities (KSAs), 161, 

(IPSOs), 259, 273, 279-81, 292 165-66, 177, 185 
Individual growth HRM functions, 158-59 KSAs gap analysis, 185 
Individualism/collectivism, as a cultural 

dimension, 30 Lateral relations, creation of, 116-21 
Indoctrination programs, 106-10 Leadership 
Inefficiency, causes of, 256 decentralization and, 242 
Inequalities, management of, 13-14 management of organizations and, 295-97 
Innovation capacity, 200 Learning, defined, 177 
Inputs Liaison roles, 117 

input transaction interdependencies, 78 Life cycle evolutionary model, 266 
standardization of, 43-44, 106 Local technological capacity (LTC), 190, 191, 

Institutional weaknesses, 63-64 195-96 
Integrating mechanisms building, 200-201, 204-7 

criteria for choosing, 138-40 for COTs and SMATs, 207-12 
summary of, 136-38 defined, 201-4 

Interdependencies 
in SMATs, 75-79 Maintenance and developmental HRM 
types of, 77 functions, 155-57 

Interdependent organizations, COTs and Maintenance systems, importance of, 42 
SMATs across, 128-30 Management. See alsoStrategic 

Internal brain drain, 171-74 management; Strategic management 
Internal integrating mechanisms, 116-23 tasks (SMATs) 
International Association of Schools and development of a national management 

Institutes of Administration (IASIA), 219 infrastructure, 289-91 
International brain drain, 172 direct contact between managers, 116-17 
International development agencies, 285-87 effect of decentralization on, 244-45 
International Development Research effect of job turnover in, 167 

Centre (IDRC), 133-34 human resource management function 
International Labour Office, 60 and, 155 
International Labour Organization, 280 of inequalities, 13-14 
International Monetary Fund (IMF), 119, of organizations, 295-97 

136, 282-83 philosophy of, 68 
International organizations, 281-87 role in development, 3-7 
International Rice Research Institute (IRRI), of rural-urban, transitions, 14-15 

68, 133 techniques of modern management, 35 
International subcontracting, 281-82 underutilization of women in, 175 
Interorganizational coordination (IOC), Management by objectives (MBO), 104-5 

123-28 Management by walking around (MBWA), 
contingencies of, 126-28 122 

Interorganizational decentralization, 231-33 Management contracts, 130, 268-69 



326 Subject Index 

Management-improvement tee'ms (MITs), 
50 


Manufacturers Life Insurance -ompany, 

The, 66-67 


Marshall Plan, 192 

Masculinity/femininity, as a cultural 


dimension, 30 

Materials requirement planning (MRP), 49 

Matrix design, 119-21 

Middle management, in developing 


countries, 9 

"Mini-Marshall Plan," 194 

Ministry of International Trade and 


Industry (Japan), 192, 206, 212 

Mission statement, 56-57, 65 


development of, 66-70 

relationship to individual behavior, 71-73 


Mondragon Co-operative Federation, 134 

Motivational and control systems, 70 

Motivational crises, 168-72 

Multilateral Investment Guarantee Agency 


(MIGA), 283 

Multinational corporations (MNCs), 281-


282 

U.S. versus Japanese, 155 


Multinational-indigenous private sector 

firms (MNC-IPS), 91 


Multiple command system, 119 


National Association of Schools of Public 

Affairs and Administration, 209 


National policy reform programs, 60-61 

Newly industrialized countries (NICs), 132 

Nichemanship, 74 

North South Round-Table, 149 


Objectives, strategies, tactics (OST) model, 

90 


On-the-job training (OJT) model, 225 

Operating goals, 71 

Operating procedures, standardization of,


105-10 

Operating systems, importance of, 42 

Operational HRM activities, 157 

Organization 


concept of, 15-17 

COTs and performance of, 45-47 

defined, 16 

in developing countries, 7-11 

effect of decentralization on, 244-45 

role in development, 3.7 

"typical" developing country, 9 

working of, 32-33 


Organizational behavior modification (OB

Mod.) model, 224 


Organizational development HRM 

functions, 158-59 


Organization development (OD) programs, 

49 


Organization for Economic Co-operation
 
and Development, 192
 

Organization of Eastern Caribbean States
 
(OECS), 175, 222
 

Organization of Petroleum Exporting
 
Countries (OPEC), 39
 

Organizations
 
building local technological capacity of,
 

204-5
 
domestic, 278-81
 
environments of, 75-76
 
importance of size of, 64
 
indicators of performance in, 45
 
integration with domestic environment,
 

135
 
interdependencies in, 76-79
 
international, 281-87
 
leadership and management of, 295-97
 
outputs of, 42
 
ownership of, 258-59
 
pathologies of, 91
 
rpquirements for human resource
 

utilization, 152
 
sustainability as a problem of, 297-98
 

Organization science (OS), 17-18
 
areas of integration with development
 

administration, 27-29
 
culture and, 29-31
 
current state of, 23-27
 
literature and research on, 21-23
 
need for integration with development
 

administration, 21-23
 
SMATs in, 80-82
 

Output standardization, 106
 
Output transactional interdependencies, 78
 

Partial divestiture, 267-68, 272
 
Partial privatization, 273-74
 
Participating organization, 231
 
Participative learning process approach, 225
 
Performing, defined, 177
 
Personnel offices, activities of, 156
 
Planning
 

bottom-up approach to, 104-5
 
role in organizations, 103-5
 
systems of, 68-70
 

Policies, role in organizatiois, 102
 
Political counterparts, 182
 
Popular participation, as a fom nf
 

decentralization, 236-37
 
Power distance, as a cultural dimension, 30
 
Preferential Trade Area (PTA), 131
 
President's Export Council, 7
 
Privatization, 270-78
 

areas for and examples of, 274-76
 
benefits of, 271
 
defined, 270-71
 
preconditions for and methods of, 271-74
 
risks of and limits to, 276-78
 



Subject Index 327 

of state-owned enterprises, 233-34 State-owned enterprises (SOEs), 128, 260-61 
Production capacity, 200 criticisms of, 261-63 
Production cost structures, comparison of, decentralization and, 247-50 

46-47 strategies for reform of, 267-70 
Productive systems, 52 successes of, 265-67 
Professional counterparts, 182 Step-by-step approach to training, 163 
Project cycle tasks, 60 Strategic apex, 57 
Project development facilities, 283-84 Strategic business plans, 158 
Prototyping, 164 Strategic formulation, 64 
Public service, dissatisfaction with, 174 Strategic human resource management, 

157-58 
Quality control circles, 30 Strategic implementation, 64-65 
Quality of working life (QWL) programs, Strategic management 

49, 102 courses in, 81 
in developing countries, 59-64 

Rational systems of organization and research in, 61-62, 80, 81-82 
management, 47 Strategic ManagemientJournal,81 

Receiving organization, 231 Strategic management tasks (SMATs), 32-33 
Regional brain drain, 173 basic steps in, 64-65 
Regional development banks, 284-85 contextual interdependencies and, 75-79 
Regulations, role in organizations, 102 ,ecentralization and, 230-50 
Reward systems, 139-40 defined, 56-57 
Routine integrating mechanisms (RIMs), dimensions of, 73-74 

96, 97-115 historical perspective on, 33-36 
hierarchy of authority in, 97-102 integration with COTs, 86-95 
standardization and, 105-10 local technological capacity for, 207-12 
standard operating procedures (SOPs) motivational problems relating to, 171 

as, 102-3 need for, 57-59 
Rules, role in organizations, 102 operational and strategic variances for, 
Rural-urban transitions, 14-15 209-12 

in organization science, 80-82 
Saab-Scandia experiments, 49 role of boards of directors in, 82-86 
Scientific management, 47 training for, 162 

classical theories of, 34-35 Strategic monitoring and evaluation, 65 
Senior managers Strategic organizations, 289-91 

lack of skills and motivation in, 63 managing, 291-93 
problems facing, 41-42 structural adjustment and, 293-95 

Service contracts, 131 Strategic roles, 293-94 
Service delivery systems, decentralization Structural adjustment 

of, 250 as a form of collaborative institutional 
Service organizations, 50-52 arrangement, 278-87 

critical operating tasks in, 52-55 defined, 257-59 
Service production system, 52 organizational aspects of, 259-60 
SIills, standardization of, 106-10 state-owned enterprises and, 260-70 
Skills gap analysis, 185-87 strategic organizations and, 293-95 
Small economies of scale, 220 Structural adjustment program (SAP), 119 
Small-scale enterprises (bSEs). technology Subcontracting, 131 

transfer for, 213-17 "Super variances," 209-11 
Small states, technology transfer for, 218-24 Supervisors. See Close supervision 
Socialization, 107 Sustainability, as a problem facing 
Social learning paradigm, 224 organizations, 297-98 
Sociotechnical systems of management, 35 
Sociotechnical systems programs, 48, 49 Task forces, 117-18 
Southern African Development Teams, 118-19 

Coordinating Conference (SADCC), 19 Technology, COTs and, 48-50 
Specific task environment, 75 Technology, knowledge, and expertise, 
Standard operating procedures (SOPs), 53, international transfer of, 191-200 

102-3 Technology Inflow Program (Canada), 192 
Standing committees, 118-19 Technology transfer, 189-91, 212-27 



328 Subject Index 

as a continuing learning process, 224-27 

for agricultural extension services, 217-18 

as a negotiated transaction, 208.9 

integration of formal and informal sectors 


for, 215-17 

for small and island states, 218-24 

for small-scale enterprises, 213-15 


Tobacco industry, adaptation to a hostile 

environment, 58 


Training
 
for COTs and SMATs, 162 

for expatriates, 183 

impact assessment of, 165 

in organizations, 160-65
 
technology transfer training methods, 226 


Fraining and visit (T & V) system 

development, 217 


Training needs analysis, 164 

Training programs, 106-10 

Transactional interdepeniencies, 78 

Transfer of Know-how Through Expatriate 


Nationals (TOKTEN) program, 176 

Transformation systema for service 


operations, 52-53
 
Trust, productivity and, 122 

Turnkey operations, 130 


U.S. 	Agency for International Development
 
(USAID), 259, 270, 276
 

Uncertainty avoidance, as a cultural
 
dimension, 30
 

Undercapitalization, effects of, 41
 
Underorganized systems, 135
 
United Nations Development Programme
 

(UNDP), 175, 176, 283-84
 
Upstream technology, 133
 

Values, standardization of, 106-10
 
Varity Corp., 134-35
 
Vertical decentralization, 237
 

Waste products, 42
 
Women, underutilization of, 174
 
Workers' participation, 83
 
Work organization, alternative forms of,
 

110-15
 
Work redesign programs, 49
 
Work stress, alleviating, 100-101
 
World Bank, 61, 282-83
 

1985 World Development Report, 14
 

Zambia Industrial and Mining Company
 
(ZIMCO), 249
 


