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I. IfflODUC'l'IO 

the purpose ot this thesis is a di c ion ot the theo tical 

a pects of centralization and deoentraluation of d ciaiorrmaldpg 

authority' and responeibUitie an investigation or th application 

ot this organizational principle in South Jtrican bus:lness-g.roups. 

The problems are: 

l . Does there exist a guideline for the application of either 

centralization or decentral.1£ tion ot decision-making authority 

ud. reapom1liil.1t1ea in theory? 

2. Do South African business-groups follow a principle with regard 

to centralizing or decentralizing the authority rel tioll8h.1pe 

in their organization? 

:,. Do South African buainlae-groups f'ollow theoreti l principlee, 

it BD¥• or do thq develop their own bdiVidual pattern of 

relatiouhipa? 

The theoretical aJJ&lyeis 1s intended to show the possibilities of 

centralization and decentralization. !he aim i to find out whether 

there exists a guideline which, 1t followed. would l d to the 

optimal solution of this special organization-problem. 

The practical investigation does not deal with South African companies 

in neral, but is limited to a special types the bU§inesa-mup. 

The term 1s detined. in the tirst chapter of this thesis. The 

busine s-groups were chosen 

in buaines the1 are playing 

ca.use representing one form of aoncentr tion 

more and. more important part u,. the 

econo!Q'. The orgam.satioml probl are in principle the same as 

in 7:1 enterprise, but the ext rnal src,wth pre nt th in a 



-2-

different torm. Therefore, the particular organization problems 1n 

b\lSineae-groupa are dealt with in the first chapter ot the thesis. 

The following terms used in this theais may- cause misunderstanding. 

To avoid this an explanation will ahov how they are used h re. 

Concern 

Parent-oorapany-

Head-oolllplllV' : 

Leading oompan, 

Single COIIP8!\Y 

Member 

Branch 

Both terms are ue4 for the 
same atatementt A COJDJ)al\Y couistin, 
ot torMr independent companies which, 
to nter the group, have given up their 
econollio independence, but keep their 
lesal independence. 

The Compal')¥ which plays the leading 
part in the oonoern. 
'fhia 1a usually the initiator of the group. 

One com~ ot the group. 

An enlargement of a coml)SJV'. 
A branch is economically' as well aa 
legally dependent. 

(l) Here the term is not used in the exact aeaning of ta 
Ooapaniea Aot, 46/1926 (aa amended), ction 90 nov. (ins rted by 
Act 46/1952). 



II. THEORETICAL ANALYSIS 

A bw,ineas-group can be defined a unit'1 tion or mutual participation 

ot enterprises based on ca.pit l, contract or statute. 'l'he membera 

of the group remain le 111' independent. they keep their identity, 

but the, have to ve up their ecooomio 1.ndepen4~nce. The7 ccept 

the policy which is applied to th whole group a.ad carried out by 

one leading organ ot the group. The pro.ti -lose account 18 

e for tho whole group. (l)(2) 

ern-d.ay Engliah economic pubU tio call this busineae-aroup 

'?he bua1ne e-group represents a torm of concentration which 18 

normally accepted as ~t adversely affect the 'public inter st• 

with regard to the conswrser as well as to the producer. The ~aeon 

rill be clearer atter having described the nature of busineee-(P"Oupa. 

lapecial.ly in those oountrie vhe the exist anti-monopol.y-lawe 

the leatelat,uoe bas aotual.13' favoured the develo nt ot business-groups 

thollgh theil" real char cter might conflict with the lava. 'fhis 

relates in particular to the "d.iaparit, bet. n the legal conception 

of control by members and current pr cttce ... (,) 

(1) Wf lhol•, J.1 Repit1torium der Betri bavii' chatts-
lehre p.166 

( 2) According to Section. 90 ot the Com nce-
heeta and protit-and-lo o ount or those -ubaldiaries which 

an JJOt public/are publiehed 1.n a coasolidat d form by the parent­
COJIJ)aD.Y. !he parent-co pany publishes an additional balance-sheet 

profit-a!ld.-losa ccount tor it cntn. 
\lb idiariea which are quoted oa the Stock-Exchange 

ill aocor4,m.oe with the Stock-Exchange-Act mu.at publish their 
own balance-sheet and prof1t-and-loss- ccount. 

(,) Taylor• Ian • : AD • nqllirJ Into eta ot Public 
Compal\Y Control in South Africa. p.1. 
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DBlish publications eeem to be re cone med with a..ttni the 

different w ot oreattn, such ,roup than finding an expzie ion 

to describe the result ot the proceu.(l) 

'the tel'IDS t rer• all4 •aeguiaition• include tmt tao • 

namely the acquisition ot ti:rm B b;y firm A at which A bsor B so that 

B dioppears.(a) •The bsorbirig firm retains ita id.entity."(,) 

.l difference might be eeen in the t ct that "the tem ' r,er• 

baaical.q connote the Joining · to · ther of parties of the oame neral 

order of mapi tude• wb11e we would tend. to speak of an 'acquisition' 

where a relatively' lar entity cquil"ea a much Ur one.•{4) 

Other authors see the term •acquisition' more re1ate4 to purchase 

or exchange of stock. whereu a •meraer• a purobas of 

t • (S)(6) The fomer 1e very illtereatii,g aspect. In this 

re pact the acquisi tlon can take place w1 thout • t:Lating vs.th the 

firm, whose atook is intended to be taken over. The take-ovel" 

can be effected by p\ll"cbaaing hares on th Stock- cbange. !ow r, 

the possibility that negotiations take plaee 1 not xoluded. On the 

other tum4, merger in the aeue of purobaei as ta &lvqs l"OCluires 

an qre nt betwe n the el1illg and the buyitlg firm. 

The above interpretation doee not answer tlie question whether the. 

tim who• atook, or uset • the case 

up it identity or not. In the ca e of the merger 1t se 

(l) An exc ption might. be the tem 'holding-co paey•. 
(2) Weston J.'l'./Brigbam .J'.: rial Pim.noe, 
(:,) Weston J •• : Tho Role t rge in the Growth of 

Large Firma 
(4) , Nigel • : rgera - A epo t the Challenge 

of Change 
( 5) cCartby, G.D. : Acquisitions +Jf r rs 
(6) Short, R.A.: Buaines M rgera 

p.651 

,., 
p. 261 
p.16/17 
p.10/11 
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that it rill give u.p it id ntity• but in the ot the acquisition 

this • 4 not necl881,aril.y be t • If the ntire eta or tocks are 

nt or t 14 ntity Ulcel;y, but not U 

only a part 1 change in rahip ot 

the · • in the b 1ne a-grou where the partial acquisition ot 

eta 1e sufficient to b:r tirm under control ot the 

leading firm. 

But it aa a result of either rcer or iaition, tvo or re 

nterpriaea combine to torm a mnr entity, t n a bus ,,... up can 

v ir be c ated in this wq because thi.8 would ant t the ~inirlg firm 

di.sap 

here an 

o~ zation is founded "for the purpo or absorb two or re panie • 

The uniting c pan1es are voluntarily ext1Dguishe4. The new enti'ty 

t o r the firm's 11ab111t1ee and propertie ."(l) The original 

firm still exists, Jlla1be with t of its atatt too, but it o rte 

undran • 

Some authors call thi . thod a 'combination• or 'co olidation•.(2) 

aa a · neral term 

to de cribe mergers and acquiaitio , which are further cla aUied ae 

pur e or poo ot intereata. · "A purcbaa ie d cribed as 

buainea c bination ot two or re corpo~ t1ons in • dch an important 

part ot the ownership interest int• a uire4 corporation or corporations 

ie el1m1.nated.. A poolinc of inte tis a co ination ot two or re 

corporations in wh:ich th holder of ' ub tantiall:, all • of the owm:rebip 

intere ts in the constituent uriv int 

nterpri • In a pool of in: reate as contrast with a pUl'C . •, 

no nn b 1a of accountability ar 

(l) Short, .A.a P• cit. 
(2) We ton J •• /:Brigham E •• z op cit. 

ta am liabilities 

p .. 10 
p. 6,2 



ot the constituent ooi,,o tiou are com'bine4 and adjus nt are made 

through pital am 8Ul'plua accounts to renect the out tandin« capital 

stock ot the combined. enterpriae."(l) 

. The lut tera used in th1a field 1e that ot the holdt,e99'Pl91. 

·rue is a comp&ey', ueuall,y witho ;t production uni , which de le mainly 

with the adminiatrat.ion ot other colllpfUli a • stock which 1 t o ria 8lld with 

deterndnS:ng policy and oontJN>lling realizatio thereof. !he 

ed. aa t parent, vhil 1 ubsidiariea 

retain their separate identity, but uaually not their independence of 

managerial contro1.<2) The holding-co Pa?\Y stands for a typical example 

ot the busineu-group. 

With regard to these d1tterent term it see Yery diftioult to decide 

which operation create the buaines group. The d 01 ion becomes more 

clitticult becauat in ditfn-ent publl t1o the te 

the term \18ed must always be teated. to ite illlpli tions and 

t iap]i that the joining tim kM ita 1 gal 1ndepandenae, ita identity, 

but ~•• up ita economic independence. 

1. 3.1. Owperehip M the Dete:rm1p;\Pf'. Cbaragtsut1q 

ditf' rent criteria can 

Popular chAracter1at1 an ovnerahip, 

1 of ere tion and the aucceesion ot production-and•trade-•tepa. 

Ownership 1a only ot epeoial inter tin o tar the ovnera detel'lline 

the goal am by this the activiti of the enterpriee. Owners can be an 

individual or a t Uy, shareholders (private, or oth co pant a as 

shareholders) or the State. Th poaaible mixture or the• three g.roupe 

(1) McCarthy, Oeor D. 1 op. cit. 
(2) Veston, J.F. : op cit. 

p.17 
P. '.5 
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v1ll be neglected here. 

One-man- or faaily-owne primarily see to be in rested in re i'f'illg 

a eat income from the busineaa and pi their prestige am al.eo a 

continuance of the firm.. ~blio bareholdera wish high income through 

hi divi ends but they aleo want to s which are the 

sour e ot their inc .. 

The state as an owner, (the poaeibility- that the St te te in the ame 

manner aa pr1 te raon ie excluded) ta to serY the publio 1ntereat. 

ormally the state is interested. 1n ither anteeing the supply ot 

goo4e or service or guarantee tb suppq at lowe t cot. am.pl 

are electricity and trarmport facilitie which the atate providee. 

The actintie of a buaineas-group whose owner hip might cbange between 

these three groups can pt Tery ditferent accents by beiDg detel"lliDed by 

the ditterent polioie of the O'lil'll9rs. 

The point of categorising the bua1ne groups ccordillg to the :14 

behind ita creation mainly ocwe:ra the Sf.1118 pect t e ot ownershii,, 

but it onl3 loolca at the outer appearanea. A concern can be tounde4 by 

a ingle person. It therefore follows that the rsonali ty ot the 

toumer ia the spirit of the vbol group. An pl ie the Anglo-American 

Group in outh Atrioa, but also the Michelin-Group in 1rance, the l'.rupp. 

Group in V stern German,- before ~he neutr iz tion. t is common · 
I 

to all theae groups 1a that the pe1'8onaliti • of th iz' toundera ban to a 

lar extent formed tha cbal'aoter of the lf'O'l.lp. 

On the other band groups can oome into existenoe w.. ot aeoe•a1 tie 

on the baais ot c n cons1deratiotJa. (l) State-owned CG11paniee or1g1nate 
I 

11ainly troa this id a. 

(l) Arbeitekrel&, Dr. Krtihe i Konzernorganis tion p.25 



1.:,.2. SUoqfaato;, ot fsoductwn and Trade Steps M ta! J>ete l\lM Q.bar1cteriatif 

:r~ bueineaa-eroupa can be categorised by the ucce ion ot produotion-

and trad. .... ateps. By doillg tbia they can be labelled aa vertical• 

horizon and co lomerate croups. 

In the vertical bueineaa-group t bera belong to ditterent etepa in 

the production- or trade-aeotor. It occurs e.g. "vh 

re ches backwards towar the ;plier of h1a raw material.a or forward.a 

towards the clistributor ot his producta:(l) topther 

nth Cuthberts-Sbo....Sbopa Irvin and. Johmson to 

can be regarcted aa representativea or th18. · The II ra of a• rtical 

buainea oup will aoi .necessarily long to both the p ducts.on- am 

di tribution- sector. mbers oan lo to d1tt nt st in the 

production sector as well 

e.g. a group includin,r coal-minea, ore-mines and emaltiDg-vork will be 

called a verti 

!he ad.van.tap ot thia sort ot croup is tbe po eibility ot oo t sad.up. 

A product can pa•• ditferent et without tt a profit-rate on ite 

price. 'lhe prod.uot can be calc ted t net.pl'ioea. ~ calculation 

helpa the group to beooae a highly coapetitive supplier and. perhaps 

ins tor it a market-oontrollina ition. Hevner, tbia advantage 

is pen to u nt. groups have higher oo ta 

becauae th 1r bars produce t hisher coats than outside C011p&Diea do. 

In the cue when the members :veto pq groaa-prices, then 'the profits 

re in in the group nd will ba'Ye a positive iDfluencs on the protit-ed-loas 

ccou.ut. 

(1) Mandy, 1ge1, s.1 op. cit. p.260 
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A buinea oup h oalled. horisont when .the members belong it!ler 

to the ame production-level or to t!Mt aame trade-level,•·•· every member 

produces food or ael.18 clothe•. The United !ob oco Coapani a ( uth) 

Ltd. producing a wide ranee ot bn.ncla 1s an example of tbia aort ot 

buaineea-group. ilao the iron, ateel aid. e •r1.nc coapa!\J - HWDI Ltd.. 

A hori.Jsontal concern comes into beina' mainly beoaua it makes possible 

rationalization, apecializat1on and cOIDIIOa research and last but not least 

aleo helps to gain u.rkat-control. 

1.:,.2.,. Ti• 9stngl91!£fil 

The co omerate business-group~ tall under this category or prod.uction­

and tra.d.ing-at s too. It aee that thia type plays the 1II08t laportant 

role today. '1'he tact that authors only make the cliatimtion 

betv n vertical and horizontal groupa on the one band and oongloaerat 

group on the other hand ia nlev · t. 

Conglomerates are referred to as diven1tie4 coarpanie, multi-market or 

multi-industry companiee. In th case ot a co lomerate up the group 

oomista ot firlla represent! a var1 ty of production- and/or tn.de-

aotint1ea. It ie otten to tbat originally vertical or horuontal 

groups strivi atter d1Yerait1 tion g0 into fielda which haft no link 

to their in act:Lvit1ee. '?hue clay ne ly l'1 buainea 

to diYereif:,, e.g. '?he lttllbrandt Cicarette CompaJV' boUght a brewel'7 into 

the group. 

Grou like these, where the main character d.oee t cli ppeo, Will be 

cate rieed with regard to their n act1nt1 am their or1s:1nal mab-up. 

But there are also those groups which are oo loaer ta troa the 

beginning. In this caa there is mainlY' e. financial int rest between 
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the le di.Ilg firm and the individual lllber. Mutual co-operation between 

the lll9Dlbers does not neceeear1ly take place. It can be said that they 

only form group beoauae ot their relatiouhip towards the leadillg firm. 

In thie case the leadinc fira ie usually a holdiflC'-OOllpany. Itel ad.ing 

po itionariaes inc• it hold.a the capital of it ubsicliary firms. 
i 

As a holdinc-compa?JY ia formed, to acqUire the shares of the previously 

eparate and. independent companie "(l) its tunctiona are administration 

and policy-making. 

'l'he analysis ot these different type of concern vaa not only necess81'f 

to clarU'y the situation, but also because the varying structures might 

require ditfe?"ent organizational links. A discus ion of this problem 

v1ll come later. 

But first the specific or nie tion-probl which arise in the business-

group will b considered. 

2. Specific Orpnizat:ton-prgblems in the BusV)8&s-G£9qp 

'l'he tow:uiation of a concern or its enlargement involves 1ll8.D1' con.side~ tions 

and is not an asy ta k. t when thi actually takes place it does 

not mean that the ditticulties have been overco • On tu contrary 

at this stage new ditficulties ari e am proble concerning the future 

development have to be solved. The in proble her is the organization. 

With which organization st ructure doe, the group function the beat? 

.An organb tion has tour requirement / 2) 

(1) Man~, igel s. op. cit 
(2) Ackoft• R.L.: The Meani , Scope nd Methods ot 

O rations Research 

P. 259 

p. 13. 
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- the organizational contenta1 people, equipnent 

... the organization atruoturea assignment of acti'rity and re p0ns'bility 

for ople and equipaent 

- control. 

"It an, or the last three oonditions are not tistied by a group it ls 

unorganized. To the extent that a-q of these conditions, although 

satisfied, i not fulfilled efficiently, the group is disorpnized."(l) 

A ~bli tion in the Harvard Busillaa Revi <2\rought to light, 

that the failure ot matl1 mercers resulted out of poor orp.ni.zation 

tor the new enterprae.. "Vague reporting relat1onsbi • am frequent 

eh.Uta in the degee ot the subsidiary' s autoDOID;1, created great coutuaion. 

Thus, poor organizational. tr orb k l per cent of failure ... (:,) 

A clear organizational hierarchy, therefore, to b a pre-requisite 

for the uccess ot a concern. 

In principle tbi problu is the same as it 1s for every .single entity, 

1~) but the size, the ,eosraphical coverage, the complexity ou the one hand 

and the immense t1nano1al am soc1al(4) responsb111ty on the other hand 

increaeea the problem. 

The act1vit1e ot the grou.o-,:IIUll:>ers have to be co-ordinated a!ld 1ntegr ted 

with regard to tha overall objecti a of the concern. The group baa to 

· be structured in such a vq that every - r•a oontrib\ltio ia u 

(1) Ibid p.12 
(2) This public t1onvu dealt vi.th in the financial 

Mail, August • 1969 c,> " r re' , 1'h Le sons Learned"• inc p ncial Mail, 
Aug. ~. 1969. 

(4) '1'be oietiea ot today obli&e the nt to 
be socially responsible. 
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po ible. 'l'his c only be b7 c ting an 

ity of the co ma 

control, supports the now 
~ eco c ctivttie ffici nt vor. I 1s 

not noU{fh to t l"i t 1rls t s a clear 

d tini tion re · tiomhi , ot ut ri ty- po Uty-relationshi 

ct 4 te the 1d t 

of the ot1Vit1e performed. ru le aa to the questio "vbat work 

baa to perto , what work belo topt r, ' nd how e ch act19' ty 

ahoul b empbas1ce4 in the or tion stwctu:re- ,.(2) ln bua 

oup these q tiom co i'n re or l a NGIIPDS•tiou ot the 

to ap ia1iut1on r ratio 

-Th ee nd: eterainat1on ot the tructure 18 to 

decision analyeie, which 

in the organir.att n structure they \Lld be de,: 

DIWl~r should be lnvolvtd ·1n th' .... C:,) 

t 
' I ' . 

be ua that tba s cial problea for 

nter 
' 

ow, nag up 1ta eoo c 1n4• me , a nw 

In principl' th AH three sibilitie t 

(1) 

(2) 

all deoiei s t jO 

: 'l'be acu. of riai:JB.&1::uue: 

Harp6r Row, Publ., J.'.l\l!!ftr'l'li'I 

nts B.D./O•Donnell. O.J. J 
.l'l,IM.laf!il;nllent 

c,> Ibid 

how ea.eh 

t iev.1 tb 1 

itself. 

.tll"ll 

p.194•201 

p. 2:,9 
• 2)9 

l 

• tounct. 



k1m of decuiona 

are by the head and others by the• bers. In other word.a, 

the conoern. that ia toe.,.- the he dot the group, 

tween the organ1.zatio to ot o trali~ation, d o.ntralisation or a 

ombine.tion or hes two. 

The third d terminatiou by Drucker" 

, with who to work, and what 

to hia"(l). Tb1a touohe 

the h: actor, the reonal l tiooshipe. the i!ldi'fidual aspects. 

'l'he reorganization or orpnhation ill this field 

or slow, because tbe new member enters the ll'C)up with all 1ts statt, 

problem aw,t be solved with ad.equate tools. ith enla:r...-at 

ot the concern eapecs.au., the atatt ot the lea nm. beco•s 

confronted vi th anotber probl•. "It 1a aD axiom ot tradJ:tiow 

econold.ea .that an orgam. ti.on incnuee 1n sue, it t1Dal.1¥ 

re chea a point vheft 111ana8$rial etf'icienoy d1111uiahea;! (2) !o cope 

with this problee the possibility ot ecentraliHtion IIU8t be taken 

authority-reaponsl:d.U.ty-relat1o 1pe, c08llllUll1 t1on, h\Ulall aapeota -

all the e are problll!IS which n be seen troa the point of n.ew ot 

central~ation and 4e:centralizatton. 
. 

ton analyainc then "t$1'118 111 detail tu tera •ctecuion• eball be 

cliscuaaed. 

(1) Ib1d 
(2) Strong, · .P.1 The l'lallep:unt of biaeas 
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aide centralization a!J4 decentralization, "d cieion." is aDOther 

tera uaed in this cl1•cueaio11vhich nee<le to be clarifie4. th1e 1a Cit 

ill rtance in the inve t tion ot 

in South Uriea .. 

actually 

M.alr::1ng d•olaiom is the tore t aotivit, ot e ry exec t1w 

in81de outside the buaines • t not ery actinty of the 

necuti•• be led. a true or decision. 

In the cue ot behaviour, an ction can be o rv 

but JJO etate•nt can ~ made bo\lt the reaeo wh1 

tro "ac'tin$'". 

t rna11.y,, 

ha ~ ed 

the action. Bow Tff; t bebanour 1a tiv tion. 

But tor he o erver the moti~ tion is tx.>t r pti l • only the 

behart0'1?' 11 be N zed.. • Act ob ned., but not 

alvq • B10tiv: tion nsi the action canxiot ob ened~ 

tion 

t ti. ot ot ening or not person • e.oti.Dg• or or no . iD8 

able to rve th• 110tivation 1a of no importance tor the detini ti.on 

of tb tena. Important the effect •acting' on th ituation. 

It on act · he le going to t Thia change 

II the diff'ennce hltween ' beha"1.oui- • •. 

At l east the ' decision• e&n be b rved With re rd to the action 

well to the motivation ot action. A cieton 1e a reaction 

to a aituation. 

!he rson the d.eoia:l.on bas to ti t s1 tuation and then to 

recognime that the &ituation a , action. 
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Decia1o can 

knovl ot the situation. 

Th t t oat rr covers tho e cl ciaiona which are the re ult 

ot 1mpuleive ctions. those which are 1llad of certain 

perso p judi s, those which are d vi tbout rio 

consid tion of the st 

d d.ecis1ona .. (l) 

tin t which are routim or mo-

progr . 8 d oi iOD · it celled. 

i baa d. on t lc:nowl t there 

i:ist ditte nt alternatives for the n ction and. it t be made . 

under rtainty. The "gen: , d•o io~ require the tonmlation 

ot principles through oo oio thought proc ues,,"(2) 

Thue the md.ne decieions u1re firstly th i-ecogm.tion thai the 

situation provoke decieion. 

condly there t be t le t tvo alterinti• vb.:Lch the 

final decision cau be cho en. !'h e al rnative • vhich t be 

,u-w.~• prooea • (:,) mutually nclwsive, must be developed th!, 

'l'hirdl.y the deo1s:Lon requil"8a the choice tw n t termtS.vea. . ' 

'l'his 1a the centre of the decisi n-proce • 

Alld fourthly there must be one or re the d.ecisiona. 

The buaines decision 1s related to the spec char oteristica and. 

actiTiti s of the bW!llne • " b ic d cisio problem in busine 

organization is to develop trategiea t Te r1a to at ~O\al' ble 

balance b&tv n reva:nue and cot •• (5) 

( l) Al rs, H•ll1"1 H. : Princi 1 ot nt 
(2) Ibid 
(:,) Koozitz, .D./O•Domiel, C.J. a Principles of l'lal~1me 

(4) It can also be a puter. 

p.8' 
p.83 
p.152 

(5) Alber , R.R. a Principles ot nt p.85 
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Th deois-ions SN mad• by one or o , but ti r the ou:ta1de observer 

the d ci ions appear tho • ot the firm. ~ bua1 eci. ion bas 

four cbaraoter1stica. 

'fh tiret 1s the value . of the diet ion. The decuion can have 

ditferent conse uences re~ financial non-f11'laneial aspects. 

valu ot the deo1sioD 1a high when th co11a que are big. It 1a 

low wh n there are no important cotisequenc • 

Th3 v lue of the d oiaion determirle8 th re uil'e nts for . the deeiaion-

111a11o,UJg proceea, bieh a.re maL'"ll.y the quali ti ot the dec1sio~ 

person and the neeeeaary infOl'llation. Th bi r the consequences 

are the better must be the quallficatlon and the int mation. 

The econd. cbaracterietic of a buaine -dec1s1o t . the fact '\ t 1 t ia 

dependent on other decisions made in the tiJ"la. Bo busineu-decislon can 

b'..tt yond it other um.ts of tM tim. 

Thirdly th decision bu aonseq ncea f' r the future of .the ts.rm. tther 

the near or the tar diatant future can be atteoted, The ditticul:t1. to 

maJce t decision become greater the · re the deci8io coven problems 

of th future . 

The laot characteristic. of the business-deois:J. n is tht poaaib11ib' of 

correct1l'lg the consequences ot the deoi ion. Deci.Sio . which can be 

corrected on11 with utre dif'ficlllty ust be prepared With re courao, .. 

Thia 1 not the place to discuss the thods ot mskiag dec1e1o 1a 

busimss. But it sho\lld be mention8' that the recognition of t» ~c 

environment of the tirm. be.s led to the static theoJ."Y ot the firul bej,ng 

discarded and led to dyrwd.c models mainly baaed on the margtnal 
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nalysis ot econom1o theory. ot the st important appro che 

is O rationa eaearch. 

4. ntralization and Decentralization 

4. 1. Def'init1on of' CentrAliytion and l>ecentralu ti9P 

4.1.1 Ditterent aniqaa of the Terms Cent1"&li11&tion and Decentt!\ization 

The te centralization and decentralb t1on are ed in dif:t: rent 

here. 

iretly the te are used t de ~te the apbioal concent tion 

or dia rsion ot oper tio • (l) The locality ot empl y, s and/or 

~ ical taoilities are described. Int concern which baa 

bere all over the world would be c led de ntraliz , where a group 

vho me hers are ted in the sue tovn would called centralized. 

tunotiom,. It leads to tb question of which tunctio ( .g. production, 

pUl"ohaae, le , finance, penonnel, public r latio ) carried out 

by the b d only which are carried out on every l vel do · ards 

din co ction with authorit7 and leadership. 

( 81'0l ' a Sth principle) . T n tb are understood in. that vay tbat at so 

plac in t t be on motiv ting. 1 ading a.ncl 
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balanotug the vhole ent,rpnae am represent1ng the general intortst.(l) 

ind finally. as used in thie thesi.a• •centralisation and d.eoentralization 

de cribe the ma.i.mer in which deoision.-mald.Dg reeponsi'bilitf.es are 

divid d among enouttves at cl1tterent bierarchioal levela."(2) 

o:rpnuing·, leading and controlli is done by th ru, d or by 

sub idiariea. "IJ.'he greater the a.mount of .mI1agerial work the chtet 

executive sses along toward the opec ti levels the more 

•centralized.' orpm.zation ia one in which a relat1vai, large portion 

of the JDan888ment wo~ ie partoraed at the highest ezeoutl.w level."{:,) 

They are rinciples for all Dlalllgel'ial relatiouhipe.. The 

characteristic is the degree to which au.thori ty is dele ted.. Authority 

can be concentrated at the top of the hierarchy ( central.bed) or dispersft<i 

( decentralued.) lower don in the hierarchy.. Ceatrallzation or 

decentralization 1n thie eemt• OaJl also an th.at the decisions are 

looa~ centralized or decentralized. !hen centralization means that 

deci&ions are made either in the h ad-office or in the branch. "In both, 

holfever, we wq use the same basic concepts ind aiding whether we 

should. try to centralise oit decentralize certain of the COJIJ)lm1' a 

deciaiona."(4) , Whereas the tu-at tvo mea:rdnga of th terms have more 

or less special reterenoe to a growiag firm, t ll:ua the buauiee~up 

the last wo are applicable to bOth a 11 ttra well u to a bi one. 

owever. the importanw of the nelegati6n ot :uthol"ity with regard 

to the deot.aion •ldnc increase with th• incre s.ng atce or t~ business. 

(1) Urwick, L .. : 'lb; Ele nta ot 
(2) Albers, Henry a. i Frincipl of nt 
(,) Newman. Will.1am. H. • SUllmer, Cbarlu, E., 

rren, Kirt>,- E., The Process of nt 
(4) Jones, M.B. ecut1ve Decision Nald.nc 

p.81 
p.185 

p.62 
P.322 



4. 1. 2. LQc1qa\ Lt,t;tatipn 9t Qfntra111ation am Jacentraliy iAA 

One thing 1e aommon to the tour kinda ot centraliza.tion/d oentraluation: 

they will ver be found coapletely ali.184.. rus shall be uJ)l.ain 

tro the lOBioal point of v.t.ev. '1'he bove ntlo kinds ot 

centralization/deoentral1mation ahowed that it 

decentralized. with Mgel('d to a eial char cteri tic, ly with 

to the apl\Y, to tl:le tunct1o , tot authority-

Sf'IOnS>iU ty. Uni ts Yhioh 

are ual with re to one bar c riatic co ntr ted or 

separated. ow it 1e Obri.oue that re d to one 

characterietio me 

(l} c acteriatic e.t thee t • 

graphical decentrali11at1on 1t po sibl to ntralhe totally 

with re ard to tunct:lon: , authority d 01 ton-

cannot be centralized. bee us that '!f'1uld mean the utrsl.iz tioa ot the 

aphi 1 decentralieation. Th ntire uthority oa t be c ntral1zed 

because in the plant there t be BO easure of a.uthor1ty top rt'orm 

t 

place entirely bee use on-th · t decisio ha e to be 4e 1n that 

unit. ~ I either oentrali ation nor d centralization a. olute,, 

An extre ot ither o ould tion."( 2) 

From th1 restriction ot the reali tion possibilities of ce tr&lizatiou/ 

decentral.i tion 1 t :tollo that in the f 

' ' u tind bot • ten ot d oontralization bring the 

Uteblood ot Mib11ity a 

wbil the veins br 

(1) Ko :t.ol, 

(2} Gro , 
(3) Ibid 

• : Die Unternehm 
iOM ntrum 

zat:tons 

uthori tr to t e vario 

.. c,> 
• 

al.8 Virtscbattlicb s 
p. 67 
p. 2'5 
p. 235 



But although "centralie tion am dee ntralization can be thought! of 

two tb.eoretical extre es,mither ot wbieh are found in actual practic , 

the concept ot each oas ie helpful in the tudy of organiaU14 • .,(l) 

4.1.3. C ntra}igatiop agi DeqentralJ.zation with R3ilfd ,9 Del g tioQ 

A8 al.ready mentioned the subject of this inv sti tion is t 

Whether uthority should be eono ntrated or diapers d throuabOut tb 

organization 1o qu stion not eo :uoh of what kind of hew :uch 

e.uthority."(2) 

Centralizatioi,/decentraltzation then is the result of delegat!B,g a~tl}pr1t,y. 

In the c e of delegation, decentralization is rel.a:ted t a 

pereon, which ee.ns that the person 1 rep aenting the unit. 

Delegation" atlS the act .of passing to another position or person the 

whole or part or stated re ponsbility, usually in subo:rdiMte 

relationship. "C,) This proce e le ds to decentralJ.zation - "tb 

pattern of r pons.bilies resultintt from d legation.n(4) Wlth regai•d to 

this result '' .... entr&lba.tion'' must be ed specifically, i. • that 

responsbiUty for this or tbat is tnined st centl' ."(5)((>) 

One can u1'ld rata.ad centratir:ation and de · ntralbation 1n e. roade~ 

eense than N ted to a pen:ion. This c ,ard to ~omplete 

groups of ct1vities and functions. "Decentralization in this view, 

(1) Terry, George a., Pr1noiplee of ement, 
(2) Koontz R. D./O•Donnell C.J.: Prtncipl e of .ti.w:~~e 

(3) Brech, E.F .L.: Orpniu.Uon: The Framework of ,..._...IG't'!i"" 
(4} !bid . 
(5) Ibid 
( 6) No delegation of authority ic pos ible without 

delegatio» Of NoponsbUity. 

,.m 
p .. :,49 
p.,72 
p.,'72 
p .. 372 
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would be the segregating ot all the production activities tor QJle 

or more products , and the delegating of over-all authority and 

responsi bUity to one particular production or plant mana.ge:r. "(l) 

In other wo:rds1 "Decentralization means the division of a group of 

functions and activities into relatively autonomous units , 'With over-all 

, authority and responsbility for their operation delegated to the 

head of each unit . n ( 
2 )" 

But centralization and decentralization are not only mechanical 

processes of delegration beyond it they represent a management 

philosophy; and a decision favouring the one or the other influenoes 

not only the organization but all management activities: pla.nn1ne:. 

staffing, directing, oontrolling. (3) 

4.1. 4. The Degree of Centralization and Decentralization 

Confronted with these two patterns of orga..n:lzation it can be observed 

that the issue is not the entire realization of the theoretica.1 forms 

but that it is the degree of centralization and of decentral:bai;ion. 
I 

The degree of either the one or .the other not only differs from. 

company to compaey but also inside the company between the departments. (4) 

The question arises how to measure the degree of centralization and 

decentralization. On principle one can design a schedule with 

different information .about the decision made. 
(5) 

e.g. : a) Number of decisions made~ 
b) Importance of decisions. 
c) Number of functions affected by the decisions. 
d) Checking require~on the decisions. 

(l) Strong, Earl P.: .The Management of :Business 
CB) Ibid 
(3) Koontz B.D./O •Donnell C. J., : Principles of' Management 
(4) Newman, W.R. , Summer, c.E. , Warren, .K. : The Process 

of Management 
(5) Dale, E.: Planning and Developing The Company 

Organization Structure 

p,78/9 
p.79 
p. 352 

p. 62 

P• 107 
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lro this it can be gathered t ta 1 numb rot deci ions e 

on the lower levela• unimportant decisions ith l ittle 1.ntluence, decisions 

which are highly controlled, are all signa of a high de of 

oentrali&ation. On the other hand, a big nuaber of tl cuio Daade 

on lower 1 ls, important deciaioca with strong intluance, oia1ons 

which are de w1 thout greet d al of control,. ar a1 of a 

high deg,: of decent.ral.bation. ~norally one can do so, bowover, 

1 t is xtr ly dif'ficul. t to till tiaf'ying ache ·- tor ll 

busines ee .. 

Dittorent eiz of busin: , differ nt historical develo nta of 

tpe ent rpri o, d1.ff'e:t•nt enviro nts. di:ff t'Ont obj otivea; require 

ditf' r, nt te.nd do . More or les it :baa to be deeid :from 

cas to and eval ted with rEtga.rd to ever:, a ci firm. As 

al.Nady e , the re ult then will t defini to but only a refleotion 

of the t rid nci s tthioh are to b en. 

4.2 .. Centl'al.ization ,and j)ecentral £ation and The Busin e G£2UJ 

buainess-group, cons1stitl8 ot different f which a.re lepll.y 

independent, Uy geo&raph1cal]¥ dia~rsed, often producin« variety 

products to take into account the bo fact. on the one 

band 

The dvan ot th 

'be used to ch the co 

ux-leigh B. Gardner and 

dvan s to th corr r tion on the other hand.. 

w ll as tbo e o! th #Jl'OUp JII.USt 

n g l. "In flu0lal1 r . lat one on Ipc\'gs:tl:[, 

vid G. Moore say that a pr 7:1 objective ot 

organi tioll&l planni ':Ls .. t of bu1ldillg lar orgailiatioos and 

of retaining. at the saw.a ti e, the ualit"J and stro th of small, 
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veU-inte~ ted work g.roupe'"(l} Replacing •work groups'• 
1

~ 

• 1na.1 vidual f'::Lrma • this appl1e very iwm to the con . rn. 

For the busines"'-it'OUP th :e u the alt rnative tween dold.nanee 

of the leading firm, the parent c~, a1'Jd laieaez-tatre of the 

u.bsidie.rie . llowev r , the 'lat z-tair • t een vitb 

regard to the co ott goals or the group. 

The actual solution will li in betw n the_ lternatiy a and 

again one will find. elements of oth - c ntra.luat1on a d: centralization. 

In the words of Alfr d. loan: "I J1&X1Jlize ntralu t1on 

of divisional operations in the wo l in no way be limited' "· (a) ••• 

"I pro(:eed to lim1t the N ponaibilit1 oi' divteional chief exeo~ti,rea 

in the xpreasion of •proper controi.•tt( 2) 

Before e~ the aotual att1 e of concerns tow th se 

alternativ s th nera.l advant and diaadvant of oentnl.uatioa 

and d centralization. will be ana)J d fro the theoretical. point 

of view. 

(1) Uri , Auron: e ntrnUz tion vs. Decentralization 
{2) Slcan, A.P. ;jr. : HJ, Ye&l"S With General Moton 

p.265/266 

p. '' 



5. The MviJ!tw, M\1 ;QJ.mt:lve.nys gr CentrgAµ.ation, AAS llecentr l\;9ti9R 

5. l the Agvetaa gt Qe,ntrA},1 ti.on 

At th first gl.anc ceutral:1. ation a to 

The necss ity fQr a unif'ol'm policy t ughout th group 

better survey over the whol srou.p than an:, ai l divisional• 

ecutiv. The latter mie;ht 1 entity than 

with th development of the {Jro p.. It he trie to strive tor C$lT,.Ving 

out the group' policy, his 1n.terpretation or the 

fro th t of hie coll afJU&I. To aYoid j operdizing the real.~tion 

Centralization el o makoa po 3ible t t th egisiopa cap. ft a4fllw: 

speoAAUats. he ainsle firm is not alway& able to atford apecie.list 

as well as it mi6ht not be able to use all capaoit1e of pecialists .. 

But in the concern the h ad-colllp8D1 can employ speoiallsts, who can be 

use by the whole group. 

Ae decisions made by specialist norms.U,- have a high v. ue am 

high efficiency tb concern will profit~ this centralized d~eision-

At the e e time e subord · t s can be less skllled111 This 

reaul t s in l()wer (1) 
• 

ln a group o!ten deoi ions of th . ture ha to be made. 

To 1vo~d ~oeasm QupU..oatiom of oisio!!@ and with that saviftfl of 

efforts costs a•hioh is d. to the overlapping oti'rit:lea (l) 

(l) • William H.: Administr tivo otion 
(2) Uris. Auren: Oentralb tlon s .. n.centralim tion 

p. 220 
p. 265 
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-""Me is re rational. 

'fhe eame tact occurs with pre! to the carr,yin, out ot tunetiou. 

Where me ber8 of th group belo to the same species ot business 

the7 ha•• to tuJ.t1l the same t\mctloraa. lor eu,npl tin a group 

when all or &OM members produce the eame eort of goods they all 

ha•• to purchue the same teriala tor th production. ln this cue 

the c.ntraliz tion of the purcbue-t'unotion.would en an ecom-1cal 

adTantage. Fro• this one t r tb&t centraliEed decie&oB:l!Js!Df 

This relate to nother a~. An important t ctor in the aollCern-

organization 1s the control. Control nee ary to 

goal beoo r a.l1•ed. Control 111 o or th in tasks of tm 

parent-compa.J1¥. The fever decis1o - are mad by th ubeiduries, 

the le control neceuary. '1'h1s ans, firat'.q, t t tor the 

Whole Up the COM£()\ Oan ft mipi!J.5!4, if dt9U~On-malgng U 

genm;u,u4. 

s possible on centrpi!fl4 qutrol-

departm nt 1p the head-CO!PBY• 

Both tf'ecte have eoono i 1 advan a. But yond it hey antee 

a re qualified control act1n.ty. The advent s or speoiaUsts 

hold od. 

Another ar nt in favour or centralization is t t the di .ca,1ons_oan 

be made mo guicJrJy t n 1n d centraliz orgsniz tion~ Thie is 

certainly valid tor o or d c1aions, liked c ions a.bout 

o ration tte • In - ey e b head paey can bette:r 
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informed a.D:l it ma, b essie:t for it to make tho d cisions in tbe 

:right itua.tiou. However, om cannot be tic bout this 

point. 

inally one e.rgwnent is that opnt:ralieed dttci &o~ exslwtU 

1!1ietakes on the lower 1ev l. nt is ed. on the taot t t 

in th central office specialists can solve the probl m. A they are 

highly qualified 6:nd hav r or a.no rall vi w thetr deois!.o:tm 

have high r probabiU.ty to he con ot than those o:f sub idiary executives ' . 

Eut t.he.te al'& not only th more or ls con.omio r etors which 

favour eentralination# Social nd yehologiCDJ. points have an 

in!luon too. 

At irst ~oople oft n do not like to bavo :res~,onsbili ty. If' ·tl:1$ 

the available staff'. 

Fors nations t tact is htporta.nt because their peopl& bo1ollf 

to ethr.ie groups e1 th r wbose nature is t such to carry re po111;1bili ty 

or who are not duoated enoueh to take th re pon.'lbility. J'!ere 

Human &ture might also try to avoid difficult decisions. Here people 

want to .nuve respcum.bility, but a l 'ted responsibility. One can find 

that sxecutiv sou lower lsiJ ls do not l' to hav too uch 

re~ponaibility and they l.ik& to l ~ 

co PW and its epeciali t .(l) 

i!ficul. t deg' ;om, ~ tho head-

"utiliz the talents ot 

outstanding xocutives by th entire 01•gmu. ti.on ... (.2) 

(l) u : Baker, n./rra.nc.e, .a.: Centraluat1on and Decentralization 
in Ind · tr.J.al Relations, \DIIIU7 p. 2. 

(2) Uri , A.uren: Centnltzat1oa v .. Decenbaliation p. 265 
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Another tact the intluence the ooi ty baa on t atti e ot 

people. re the ez outiv of the different u a1d1Ar1e are at the 

er prest 

or t with 

to make, this le ot or,ani tion. 

'1'his influe ot the cJ.ety ie of rtan for 

which are apre do r different oountri a with ditterent ociet1ea. 

other organimation tora -- d ntralization -- it 

Yan.tacea too. 'l'heae vill be dealt with 1n t tollo iDg pter. 

a the etinition of t t ti. mbera 

atrin for a c n economic &ill, it t t centralization 

ton the 

other the actual formation or t -t tup ot 

le lly independent n1 - e ma to favour the decentrali1 d 

structure. Aa the ingl.e co baa bad ita ovn organ1ution structure 

before joiniJJ« the group it micht be advantapous to 1 t tbe single 

COmpal\f keep its d ci ion- uthority. (l) 

!he parent-oollp8DY 1n the group to look after tb realization 

ot the group' s obj ctives. ntrali at1.on means delegation of 

uthority it follows t t b7 dis rai authority the otiv1t1ea 

carried out b,y the top-executi vea in th nt-oo be minbdzed 

and 11111 tad to the noet ea ential one , bich can b the concern• 

objective • It theae uecutivea are atricted in t ir dec1aione 

(l) eTer, there 
s le com 

exiet ace :trallzed orpnization in the 



to 

by tbi 

s id t t their etteotivenese is llNl tipll d. 

The cone rn, being normally very big co , 

t elves. "It is an a:uo ot traditional eco 

orpnb tion increases in ize, it tin 11.J 

mar~~u ettioiency d.ia.Ulisb • 

ec ntralisation."(3) It ia 

reapouibilltie to certd.n de 

This delegation the ad.van 

• 

centre, elo er to the acne ot ction, throughout t 

It be 

cs that 

point here 

probl is 

COil 

te 

t l cal 

(4) 
• 

•:oecentralh tion means t a en ot • tct t • in h.ich 

nobody quite know wey he 4oea what h is ot'dered to do .. •(S) th se 

1Ua1.&1:1g1irr11 t 1 timulated they' "initiative, resoure tulne 

and the sense ot profit- :re Mibility. "(6) . It the 

lover-1 1-e:ucutiY · are ccust eel to to ex rciae 

1D1tiatt the., re nt nt 

which Jll88llS 

urs 

down the hierarcb.:,, t dec11o 

ot broader ture. ( 7) 19 • 'J.'he first 

( 1) '? rr,., a.o~ nt, 
( 2) f . • and R"J!oA·ftnA 

(3) Stro , .P. a The nt of 
( ) Fish, Lounsbur S.: op. cit. 
(5) D.ruclcer, P.P. t B Busine 
(6) , Louna ur • a p. cit. 
(7) The a.mral lotora orpnic tion which tavoun ci ntral­

ization olv this pro'ble by havi etatt-d.e tment 
at the he d-otfice. 

p .. 378 
p.l 
p.78 
p.25,/254 
p .. 49 
p. 254 
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ia that the euccegaicm into the gneral NPM!r' po itioga are facilitated. (l) 

It lover-man.agement executiv u. accuatomed to e deciaions and 

to nrciae initiative the devel.Qment of ftt9DS PMS! 9t peraogl. 

be09MB RSZSllibl,t.<2> At the e time the Phanc!! to )>e p!l!!!9ted. 

are e•iM, beoauae there are more places to be filled. rue ma.,y 

01'9&te a more dynamic atmo ph in the.~~· 

A character1atic ot the business-group ia the ogre.phi 

(in most cases). One reeult of thie is that b exeoutt 

iJJdiTidual com~ are uoh n familiar with the lo 

4isperaion 

in the 

condi t:10 am 

they do ban more insight into these co!Jditions than the 'head-ottice hae. 

ca • ot this a decentralized. daoia1on-au.thor1ty can more eae&ly 

obtfiD b adyantages 9f the ;a.ocai cond1t1og.<3> 

Beyond it decentralization capitaliee the natural decieion-maJdng 

a4JMWU en bf 0:3:'114· 

To put the centralized deoi io . into otion an ezte.neive coppJ!P1ffi1op 

agd ipf91Jatiop ey tero 1 n 

in a decentralize orplli.zation which aul t in my rillp. 

A ller ayste can alao bette~ be auperd.884 which a!ght make 

l>tciaio made on tbe apot 

not only ha the wan ot be a'ble t e into ocount the 

actual a1 tuat1on. the7 al.eo can be madt much quicker tbA! 9!atra11114 

decid9RI. 

At the eame time lodllcta of inter et betw n head and nbai41ari o 

(1) Terry, George• PM.noiple ot nt 
(2) :Baker, H .. and hance, R.R.1 op. cit. S\Sla17 
{:,) Terry, George Jt. • op cit .. 

p.'78 
p.1 
p.37 
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h important aspect ot d legat 

di tribution ot rise. The co uence ot a vro decision made 

by the heacl-OOmPflD1' can be voree than those ot wro d.eoision made by 

a subatdiary. As the latter only baa to clecide on tter 

concerning it elf the 00 tly t t at of a wrong deQ&§ion doe§ 

ut secondly the wro 4ecis1on can be a le son for the other 

companies am they can learn from the mist which have n 

made. pecial.ly in a borisontal com: rn • r all bars belo 
it 

to the same specie ot busin se can be very M . 

'l'he advanta a o thirdly be • followe: "Pl b trlecl 

out on an xperimental buts in one plant. . ified, nd proven 

before being auppli d to similar plants ot compar,.y."{l) 

1'h above ntioned distribution of ri pres a that deci ions 

are de individually by the au idiary ' a, executi es. this it 18 

presupposed th&t the managem nt 1• bl• am ca ble to these 

decisions. A bige;er amount ot ipitis.tiy and id~, which 

decentralization provides, 18 c rta:Lnl¥ a b benefit for the concern. 

The cballeng9 to make deoiaio not only bri to lisbt the 

extraordinary am out t ding me. ra but it Ala natbl.e 

a weak manaaement, which 1e of 1 s e for thee l'\Y.. It , 

"that weak divisions and weak MD8881'8 cannot ride tor length of time 

on the coat tail& of uo s tul. divisions, or trade on t ir en past 

reputation."(2) 

(1) Terry, George . sop. cit .. 
(2) Drucker, P.F. 1 ig 8us1ne 

p.378 
p. 49 



Deoentrali1: d dec1aion-makJng 1 ts the business-group gain the 

capable managers and get rid of tho e who are not managers in the 

true ense or th word. fb18 advantage can strengthened by another 

posi tiv ert ct decentraliz tion Decentraliat19n ot dec1·1on-

!fldng respopaibilities favours COmpetiti\?J! igside the §'OUJ?• 

It the xecutive t deoision-maldng authority an4 r ponsbility 

they t try to clo their beat. .As the euoo a ot their decisions 

can be ev l ted with re rd to the decisions by other 

execut1n they will try to trive atter th be t reeul t • 'fo ch 

the group ta the advantage that the managem nt regourcea 

Le :ving th more economical dvant a of ad centralued organization 

The first is that a decentr.al.11: 

ftect on hUlDaB rel tions, which be caused by th baence of .gap 

1D the executive group between the iprivileged rev• and the •great maey•. (l) 

the Uldividual f l 

important and iYes the ub idiary•e statt as a whole at ling of team-

spirit. "lntiate personal tie rel tionshipe are RJ'(!moted 
(2) 

E!!!At&M ill eater empl97ee enthusiasm and co-ordipation," as well 

as in greater fairness betw n the executive • Th re ht be more 

S.condl.y dee.ntral1z tion a w 11 

(1) Drlloker, P. F. 1 Big Busi' e 
(2) Terry, Geor n., op. cit. 

centralization represents a fora 



ot nt pbiloeoph,y. "The er tion of the decentralized 

ivisional structure 18 one of the important social 11.\ventio:m, of this 

century."(l) Fro this Point ot viev decentralization represent 

a dellOcratic form ot organization and baa all t dvantagea ot a 

a.wio.ms·tt.o ociet1. Prom vh1ch one ot the mo t important is t t people 

are abl to develop their abilitie tor the dY. ~ ot the society. 

Althou,h t disadvantages of oentralizatio and decentralization are 

re or 1 a the advantages ot the contrary tom then pohta shall 

be discussed tor tb salm of complet ne • 

'lb making of centralized decia1o require very te iv 

information system. The etfect1ve:aes of this ayetem 4im1m hes 

with the growing aue ot the group. Although the introduction ot 

computers bu helped tel over this .1:ftck or &B(ormati9~ the lack 

ca.DDOt be removed entirely. The conventional information channels 

well aa the computer require aelected intormation which ·ans 

that a choice bas to be de, unimportant into ti.on is glected.. 

'?he more 001!1P'heDS1ve and detailed the into tion beco: a, the higher 

the cpems s tor tbe. into tion ay t • By "stretchiafJ ot comunioation 

lines to the brealdJlg point!t(2) · 

The int'ormation system rec ivea an ovel'-prOJOrtional u,.portanoe 

a the concern. And. e'Yen the be t information ayetea ca.n:not alwqe 

provide all information tor meeting the local ne de or a oomples operation. 

re on the one hand the data required tor th 4eciaion are difficUl t 

to get a a centralized orpnieation, on the other ham it is difficult 

(1) Lickert, ReDBiaa New Patterns of nt; p.85 
(2) Uri • AUNJU Central.1u.t1oa • • Decentralization p,.265 
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to put the deeiaions de into action. The at obTious diaadvan 

is the slow apeed with which the deci ion reach the depart nt 

which it conoerns. A time-lag in oomparl on with a decentralized 

de decieion 11USt be accepted. 

Centralisation lso excea iv demall48 on the prs in th 

head-eom D¥· The ll at one is the.!!!!. they ha to spend .. 

Bovff8r, this d.ieadvan can be mit ted by employing re etatt, 

lthough t means sotteni the c ntralbed organization at the 

s time. 

tronger diaadvantage is the tact that the top executives bav to 

bear an enol'm0\18 responsibility tor their decisions. For the 1.ndirtduals 

this he -:,y atr es and they c n be forced to evelop a br dth 

ot intenst that 1s beyond their oapacity. (l) 

that a wro d.eciaion cl in the he d-ooa~ has enormous 

consequenc a. !he oost11M ot centralized decisions is higher 

than that ot deoentnlized. 

!a centralized decieion,.ma)dng reeponaibil1ty require re than 

a·Hr capabilities only fn peopl are able to come top manager 

in this or ation. '1'h1a leacla firatly to a pereopalj.1ing man,e,ment 

po11c:,<2> and seoon41.y' to a •• ~ atrong d~pend.ence on a single penop., who 

ia very d1ttioult to be replaced. 

'l'be laat diead.vantage 1a tresae4 by the taot that concentratf(l 

authority in a few handa do an•t allow lower leTel xecutives to 

how interest and inS..tlative. 

(1) Ibid 
(2) Ibid 

At leaat they are not in the ,osition 

p. 265 
p. 265 



to bow their tal nts and they are not given the chance to exercise 

5.4. Th RaH4vantyes or Dacentral1.Batio1 

1n t concern which 18 otten mentioned 1s the t ar that 1t might 

b£i¥ the u.niformit,y qt tba &91191 int2 dan?r. The ilKliTid.ual 

es:ecutiv: might be more concermed with the success ot hi compu.y 

than with that of the whole group. '1'h1s is in tact a very 

severe clisadvantace and perhaps only strong control-line can 

mit te this disadvantage. 

early the ame ide stands behind the argument, that decentraliz tion 

As it oan be accepted. that branch -~re. are not 01111' JIOt interested. 

in co-ordination but they also often do not ban the survey ov. r the 

whole group which enables th m to participate iA oo-ordil'lation, it can 

be concluded tl1at the head-c~ do . better 1t it oentralina th1s 

activity. 

Another argument aga1 · t decentralization i t t tlut mere de9'gioy 

are pde PD lo! r lffllg the higher ie the risk f9r th! CO!J!!Qt• This 

argument oan be und rlined by the "ditti2!:lltx in tindins executives 

ab1 an<1 y111lP£ to aes;uae pt1maty respop:f?t11~.-C1> It the 

compal\f can•t find the right statt to make decisions the risk ht 

be even higher. Ae a decentrali d organi.ution needs ~ executives 

the choic might not 'be big enough to cboo e the right people only. 

Then cond rate executives mu t be accepted in top ~oba, simply 

(l) Ibid p.265 
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be :us they ar available~l) 

can become a fairly higb. problem tor a decentrali.Hcl organization. 

Another duacl\•antace ot decentral1£at1on can be the pegl otw of 

apec1a1wtl9n. Mana rs clown the level have t all-round 

deci ions because concern normally can' t tor4 specialist tor 

very COii • '?he aim• of the companJ detel'llinee the ployment 

ot specialiet. A8 aall r com.pant a are not likely to get them 

they might sutter frca the lack or th a aopbistioate peopl,e. 

Above this "too much decentralization lllaY' RreveJJ!i the oo t-aayig 

tr1a1tpcea ot am,cialiyt1op.,"<2> 

lroa the human point ot view there t ari e a d1 dvantage. 

"Inter-unit rivalrf interterinf with oper tione"(:,) can interrupt 

the tlov of actiritiea and the auccesstul pertol'IB8JJ.Ce. This argument 

ia the negative side ot the adTant of competition inside the group. 

Corapetition can be ver., etul when it works within an accept ble 

truework. But when executives do not uae this inetrwaent tor the 

prosperity of the group but more tor the atiat ction of their esteem 

As already eaid, the advantqes of the one organization form are mor 

or lea the dia&dvantage of the other form. It is of int re t to 

weigh up the advantages nd dieadvant to ee whioh usu nts are 

relevant in a particular caea and which mt. t this problem cannot 

be dealt w1th in tb1.s thesis. 

(1) Ibid p.265 
(2) trong, .P.s The nt of ine p.00 
(:;) Uris, Aurens Centralization vs. central tion p. 265 
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At tb.18 atap it shall o~ be stated that o t mt to~ t 

that both forms of organiu.tion :represent a apeci.al dinctJ.on of 

authoritarian attitude of top-ma.nege nt vh&na decentralisation 

stand tor democratic approach. The philosophical tand.potnt 

ot th top-manageme-nt ~ch 1a res~na1ble for th organization 

of the concern 1e one dec1ef.ve factor intluenc the choice of the 

orga:nhation. The readinese for the one or the other form ·DlaiV 

well be strenathened. b:, their attitude, although the economic reasons 

will r n the most important. 

5.5 J4mlt&PI Pagtgrs of Q!n)raligtion and centr,µk!t&u, 

In one ot the tirst ohaptera it bas been mentioned already that 

neither centralization nor 4.eoentral11ation Will be found entirely 

realized in the business-world. In practice one will alw~ tin4 

some elements of the opposite fora ill th actual organization. 

As there exist factors which limtt the loo% actualization ot each 

ot the orpnization-~s. theee t ctore shall be dealt with no1r. 

To hOw the lild.tattou of centralization ie relatively easy 

because oentralizatioa theoretically ha only one lim1t am that 

is the person. "Tbie wc;,ul.d be, of course, a ri.diculous condition 

tor al.most 8»1' but the tiniest organhatioa. Th reduct1on of th 

proce to this unusual limit does, however, serve to suggest the 

eztrem.e cont:ractinl possibilities inherent in centraUzation ... (~) 

One can conclude that centralization in its pure form will not 

be realized. 

(1) Bard.vi.ck• O.T. am Lancb~t, B.1. : Administrative 
Strategy and Decision lfak1 • p.245 
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"Decentralization U.kew:f.se, even tho 1t is in action iii an 

opPoaite direction, bas an eztre limit, which 11ould sU4h 

co lete autonoa,y ot ottice, department or plant that only common. 

name might bind the entiti s together . .. (l) 

The bwd.n -ero1i vhich judpd by their outlook can be 

called decentralized ln mture vill ver introduce such an 

um. ty or cono c i ot such 

a big importance tor the en.at nee ot the group tit cannot b 

giv-en up. 

Beyol.ld lt theft exiat a11bordi , te l ts tor de ntral.b tion. 

"Adtq te and reliable information 

-,M,lj5 authori~, therefore, cannot be pushed below the 

point t which all. intormti.on be ing on th decision available .. •(2) 

Every ezecutive must be into:rmecl about what 1 going on in the whole 

group o that hie decision is based on an d 

he must be conscious of the coneequencea of his deci ion., •So you can 

at•:ty decentraliz managmnent authority only to the extent tha, 

you are organued at the reoeiv.l. end to assure balanced, co-ordinat d 

lll8l'lflg9Jllfnt decisions - tald.rag 11 consequential busines f acton into 

ocount. ,.(J) The pos ib111ty to make lnf'o tion av ilable to 

executiYee all over the group determine the degre ot d cantraliaation. 

!he les 1nf'ormation ls pOaaible the greater ia the d tor 

centra.11.zation in deciaion-maJdng activities. 

(1) :tbi p.245 
(2) taS.aer, John G.: What Cannot be Decentraliae4 p.256 
(:5) Fi h, LounsbU1'7 s., Decentral.is tion ~ ed p.249 



-38-

. -
have to ' be made whiah affect either fJC>lr* ••b&n or all 11e11bers 

at the aaM ti.lie. '?hey have oo~quenoea with regard to nsu, 

needs am opportunitiea~ The ma.in deouiona or thia te~ry are 

the tollawingi 

"1. Investment ot lud.ted capital tunde uo competing needs. 

2. Detend.nation ot which areas offer g.reater poaaibU1ty tor grovtll. 

:, • .Asai,-nt ot ueouiive personnel aaor,g d1tterent ope:r t1ona, 

conaider1D8 the relative needs ot the business and the training 

value of the experience in the rounded development ot men ·for 

senior execut ive posts.-(l) 

4. 111'he scope of the impact ot the decision, U a decision 

affects mor-e than one UDit of the, enterprise, the uthority to 

make the decision 11\:11.St rest with the manager accountable for the 

several unite atfeoted by the deciaion.•(2) 

These decisions requ.1re not only a tair amount ot bowled.go but 

also a point of view which eublea the 4eoialon-malcer to aurre:, the 

whole group. At least the latter requirement eeema to be more 

possible tor a person ot the head-oampal\Y. So 1t can be con.cl~ed 

that the above sort of deci-aions should better be centralized. iii 

order to achieve the optillal reoulta. 

!!,other lill1t ot deoentn.li~ation is the sue of the concern. !he 

concern must 'be big enough to maJm deoentralleation worthwhile. It must 

be ta.ken into comideration .U' the unit to vhioh the autboi-1ty 

shall delegated is 

(l) Ib14 
(2) Staiger, J.0. 1 What Cannot be Decentralised 

p. 249 
p.256 
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"1. Big eno to justify a 

2. mall ncugh tor that t am to • aroum' do 

a firat-claas job. 

cing or bavi te contr lo 

t. c111t1 s, sel"Yic , related operations v1 tal to the 

nt of its primary bj ctiv • 

4. aaur ble to re ulta achieved, an ea ential 

mai:11111:'nnent accountabiU.ty. "(l) 

or ber of the up it t be financially better 

to lead it n~ lly. 

it two other l1aite or dif'f'icultie for decentralization. 

A concern want strong am e11-1nte te4 sy te ot 

be they guarantee the conollio aucce • "attainment of 

this objectiYe, -.ve 

ll&y' be blocud by two obstacl : 

•1. 'l'h difficulty of de ntral:l.sing down to a eutfioi ntly emall 

unit. ( e .decentral1 e<l unit ot le corpo ti.on 1a ral.ly 

of au tantial i&e, often includ several 

tho e lo, s. er is little or nod utl'! isation within 

auch a unit.) , 

2. The ditf1cul ty of control the cl.eoentraliHd unit. (SiilplU1ed 

controls, ucb aa those e entially on t well-known 

criterion ot 1 return of inves nt', oft n prov: to 4•oept1Ye 

unitEt of can be ap lied euo 

eubatantial s1ze.$"(3) 
fully only to decentrall 

(1) Piah, Lounsbury s.s Deoentrall tion Reappraised p. 250 
(2) t 4 tro Urts, Aurena Oentralization • 

Decentralization 
(3) Ibid p.266 



'l'he tirst argument :refers again to the sis of the unit. t 

here the problem is deeper, as the he ia an w:umovn fi&UN. 

he optimal size hae to be tound. and determined. Thia a wq 

ditticult problem am up to now it seems as if' this figure can only 

be found by trial and error., 

!he second problem i that of control. A ha8 to 

developed which is eb1e to control the 4dentraliz d uni.tis. As 

V111era •ntlons, the metho8.e based mainly on the 'return on 

investment• an not eatiafying. Technically the o ntrol bu 

becoae poeeible.. Ta intl'Oduct1on or the computer •au a big 

help. Bu.t the problem to find system which c rs more than 

the financial succeee ba not been aolved. yet. 

But there 1a not only' a lild.t trom ither tlw impacts ot 

decentralization or oeutralisation or troll the inside of the 

firll. Then can lso aiat UJl1ta.tiou caused ·bJ outs1d• tactore. 

"Collp&l\Y' - or induetr, - wide bargain1ng 1f1 th labour unions mq 

ban to be confined to a h1,:h level in the organization. Legal 

and government requirements 1tf11 nquire certain f1nanc1al decieione 

to be made tor all um.ta ot the firm by one centralized d.epartment.•(l) 

C.ntralbatioa on the one hand u w ll u decentralization 

on the other ham have their lillita and none of the tvo theoretical 

types will be touud real11-ed. entirely in practice. Villere and 

other aanagem.ent authorities tried to balance both torma bJ tald.ng 

as they see 1t th best troa eaoh. They' favour an orgauhatioml 

iness 



etup th centralized lannuJg control decentralized 

oper tional uthority re ponsbility. " entiall,y, this 

pproach offers a division of .the 'planning' the 'doi • 

tione. 1 ?0 be , t h of the de ntrali 

V ' utho:ri ty t alld. 'NS ility'. 

• they forced to p1'v the orti •e • 

Thi it tion prob bly 8 po Dible th degree 

to the o-oalled 

'p otit cent r' type of a1 tion. , th unit head 8 

imply to ow cceptable resul in te 

Th uestion of centrall tion and decentral1zatio i question 

ot egree. As one ble t pertol'II all activities 

1n a centralim d organi tton decentralization ne• r oorap1ete 

"so de ot control i al•BTS intained."(') 

(1) Urie, Auren: Oentralbat1on va. Decentraliu.tion 
( 2) tron,, .P. 1 The nt iJJeaa 
(:,) Ibid 

p. 266 
p. 79 
p. 79 



Ill. TQ PIA£UCAL INVF'3'l'IGATION 

1. Dt :bra@• or:. tn2t1oa1 Imreat1,nt1oa 
In addition to disouae1tlg the theoretical aapeots of centralitiation. 

and decentralization ot deotaion-maJdn«-reapom1b1litiea. 

the purpose of thie ill'Nat1gation 1a to find out how South 

J.trican concerns ha"" aolved or tried to solv: this problem .. 

A theoretical dieouaaion of the problea can point out the 

advanta,ee and disadvantages 1n general and. to a certain extent 

can give principles, the acceptance of which 1s dvioable. 

wever, • peoial.q the 1trcaniz tion roblea of centralization 

and ecentrelizatiori bu ehown that the constru.otion or to:nnul.atton 

of pri.noiplee is d1ffioul.t it not impos ibl. This problem 

is ao auch U?lked. to the individual com~ that a generalization 

becomes extremely 41ft1cult and the beet cannot be defined.. 

so it can be intereattng to see how the pr ctitionere, the 

organicera in the companies. 111a11age the problea. 'l'l'leae people 

are primari.11 concerned with th auocees ot their compa!\y and 

they tr., to f1n4 that fcna of organization which guarantees the 

optimal ucoeu of their com~. They might be influenced b1 

th&Oretical f1ndinaa but tbey al o t follow their in.tuition 

in tructurins the compal\V. Whatever their background is, 

they are pr1raarily concerned with the indiviclual compat\Y and 

the beet fitting organization tor it. So the practical inveetiigation 

of centralization and. 4 c ntraUzat1on tackl a th problea from an 

ntir ly different point of' view. The praoti follow 
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subjective aims while the theory ee the problea objectively. 

The organization-theory cannot exist vi thout the practical 

pplication. At least there awst be a mtual po •· 

A coapa.riaon of theoretical ttndinp with practical application 

results in an improve nt ot both aide. 

Thus, altho the theoretical analysis d s t the 

d.etence of varying g&d.delines tor centralization and 

decentralisation of deoision-ma)d.ng responaibilit~ , the practical 

1nYe tigation misht bring to light which particw.ar guid line 

were adopted by the concerns studied. and the reasons tor doing so. 

South .African buaineu-groupa are still in a dev lopizl« stage. 

But they baTS the advantage ot knowing the modern sophisticated. 

thods of organization. 

Bow they apply them or which pattern thq have developed tor 

their own use is the subject ot thia part. 

2. IJetbgda of Resev@ 

2.1 Selectioa ot Qgaoerns pl P,eigp of the QuetioPMk! 

The method chosen to pt the neoea ary irlto tion about 

centralization and centralbation ot decision-maldng 

responeibilitie in south African busineu- ups vas by question­

naire and by interrin. tore start1J'l8 to coll ct the information 

tvo dec1aioM had to be cle. The first• which concerns 

should be l cted. The second was the de 1gn ot the queatiol)-

Daire. 



-44-

2.1. 1 lo.m: Poeaib&Utu1 w hi 

To a certain e2tent1 the k:bd ot q stiona mast related to 

th type of buainea ups hich should be q tioned. '?b , 

the deoialon about the typee ot concema to be eel ctecl had 

to be ma4e ttrst. There we tour i,oeild.lit1 s tor tQ selection 

ot the ooncerna. 

2. 1. 1.1. SW!AU&P nth AAM to OWnersbip 

The tint was o elect thoae concerns only which owned 

by South Jtrtc • Na ibility had to jeeted 

beoaus the own rehip ls 41tt1oult to define. oreign 

capital is very aotlve in b\iaine oups and co which 

entirely- owned by uth Africans do not to 

The investigation had to be limited. to aonoorns which 

s1 tuated 1n uth Ahica. 

2.1.1. 2. §eiectign with ae!!F4 ts oon,wn&c Aetivi!X; 

t uent. 

Tbe second :po 1bility to select ncerns 1s to ohoo at~ 

with to the kind ot ecoDOmi acti'ri:ty. ir 1 ap baa 

that 1t can briJlg to l t a correlation between 

ntrallzation and d central t1on and kind ot eco 1c act1vtt,. 

This ppro ch entails r those oncerns which belo to 

griculture, foNstry, hunting and fiahinaJ and quarr;yinga 

mamafacturinfu comtru.ctions transport, torage and COD111JUD1oat1ons 

wholMal• and tail tradea :f'inancial service. 

!his al)FOach too was con:fronte4 with ditticul.tie . 
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liratly. tor a valuable result it waa necessary to qw etion an 

equal nua r ot concerns at eTery 1!utctor. As there is no equal 

distribution between the different sectors (mining and agr1aulture 

are still the most s1e;n1fioant aeotore of the eoono•) it 1 

clittioult to tilll:l repreaentatin mmbttr ot ooncerna 1n ea.oh 

sector. 

Seoondl,.. some sectors consht mainly ot big groups, vhereu othere 

consist mainly ot smaller groups. The 1Wling a ctor ie an eD.lll_ple 

of the tiret tact, the wholesale and trade otor 1a an exaaple 

of the latter. It call be expeoted that the b r groups haw 

a more ophisticated organization. They not coaparable with 

the organ1zatiolJl9 of the emal.ler groups :l.n other sector . 

Tbirdly, it is dittioul.t to catalogue the concerna with regard 

to their membership ot speoial e otors because many of them belong 

to different sectors ot the econo111 at the e Um.e. Through 

internal or external growth they have become a vertical group or 

a conglo rate. The tNt:nd. to diver ity 1 Yffr1 trong and. nearly 

ev ry concern oper tea in a field hicb is not relat d to its 

original. or ain activity. 

2.1. 1.:, StJ.egtiga nta re&fd to the '1';vpes qt Cop92;m 

The third possibilitf to eel ct the concerns 1s to dist1nguieb. 

between the typea they represent. A dietinct1on could be made 

between vertical, horizOntal and co?1Blomerate concerns. 

By doing eo the correlation tween ntralir.ation and 

decentralization and type of buainee ht. 



Thia approach can be regarded as especiall.¥ 1nt r ting because · 

the different set-up of the conoerna might giva different approaohee 

to the uthority-reapona1b111tJ-relationehipe. 

Although continuous ,rovtb makes it di.t'tioult to catalogue, 

and alread¥ uistiag diverait'ied act1vit1&s do not make it eaay 

to l l the groups theor'JtioallJ, tlli.a approach could be realized. 

The in activity c:an b taken as a ign for the typ to which 

the concern loQ&S.{l) 

The tourth po sibil.1ty to el t th concerns 1o no election 

in the true senso. The eel ction reters only to the tat that 

it h&d to be determined. vb tbex' the group is concern 1n the tul.l 

meanillg of the definition without arr:, refereno to type, economic 

activity or 011narship. 1l'he catalo~ could talte pl oe atter 

havi recoi¥ d the answers .. 

2. 1. 2. 1. thodChoaan 

For thi investigation the third possibility was chosen 

originally but then the circumstances made it necessary to transfer 

to the fourth posaibility. The poor respons ot the conoerm made 

it impossible to inaiat on select d groups o~. As onl,J 

l/4 of the qui ticmed companies anavered, the aim of the inveet1ption 

bad to be modif1.ed. 'fhus, those companies which were believed to 

be concerns were contacted. ('l'o make ure that the concerna 1n 

(l) The J'imnoial Yearbook am oompax,.y reporte give enough and 
prof'o\U¥l int'o:nnation. 
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q tion tell under the ltfinition of a concern which 

w, din this atud.y, tbe d.i'inition was stated in the queation­

J:lli.in. The concerns v nuked to contin that the ctetinitioo. 

applied to their kind of buainelle-group). 

2.1.2.2. \\!'Yl19f tli! Concerpa which 6P8!!l!4 

After bad.ag ceiffd tlMl aJl8W re4 queat1oxmaires t bUsineaa-

grou vere catal e4 vlth :re to their type. D;r doinc 

this the reaul.t ia unfortunately eo that the vertical co rm 

are by t re atl"Ongly n •n the oruo and 

• 

Vertical concerns q tioned: 14 

Horizont tlone a , 

io:Dedc 3 

16 

nt ck t tioimaire A t number of 

without diecloa of the concern. 'l'his • it 

imposai le to define the t of it vu not apected 

that a t ot the CJO ma would amnrer ualy there 

was q etion in the q , ......... ~-- which r type 

of h con rn. 

Thia o aion haa no import :t co uenc , be use the 

t1on deal.a with n rali&atio centraliz tion 

in n ral. A laUo to the type of concern woul.d n 

t th re ult at least allow 
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corr lats.on betwe n the •:ttioal concern and the orgam. ation+ 

problem to be recognized .. 

The queat1onnaire was sent to 126 bueaeaa-grou: • 

As already mentioned, the re ponae vae very pool'. Though 

the accompanying lett•r confirmed that neither the nu. of the 

cot10ern nor the information in connection with the DalDe 1rould. 

be disclosed, only 44 concerns were prepar d to anew r. 

11 did not want to discle>M an, information. They only 

stated that tb&y did not want to answer. 

5 did not tel that theu business-group falls urlder the 

def'tni tion. The l'l\ain r a.son was tba t the structur ot the 

group bad eharlged in the recent past and they could no longer 

be cnlled conoerne. 

36 cone ms atlStfered. the questiomiairo. Among these only 5 

situated. 1n Ca.po Town were grape.red to be interviewed personally. 

These cone ms have bean 1.uterviawri. 

Thero were some ccnceru outside Cape Town which were prepared. 

to be interviwiJd but t1:ne and resources precluded d.oillg eo. 'l'bia 

was regrettable bocause the interviews were very uaeful. 
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Survey of the 
Concerns questioned Number 

Poaiti'f8 answers 36 2 .5 

{Interviews) ( 5 ) ( 4.0 ) 

{»., letter) (31 ) ( '24'.6 ) 

Concerns which did not 
want to disclose 
intormation u 8.7 

Concerns tthich did not 
tall um.er the 
d•finition 5 .1 

No answer 74 58.7 

Total 126 

'l'h informati,0n teri&l on vbi.ch this thesis '1s based is relativeq 

emall. But the information shows a e1pit1cant trend. BoweVEtr, 

2.1.:,. Th! QueatiQw!r! 
'l'he queatiommire(l)' was uatted with r garcl to the .three 

d.ittwent types of concern, thua, th contents were general. 

The q etiorma.ire consists of three main groups and eome explanatory 

questions. 

( 1) A copy ot the questionnaire is 1n t appen41:c ( the numbers 
1n th! text of this, the is do not contorm w1 th tho on the 
questionnaire). 



2.1.,.1. The Ex:el•n•tOl'Y gue,t1ona 

'fhe ezplanatory questions ven aa follove: 

Q.l.{l) "I 4etue tbe t rm 'bu.at up' aa tollova1 

''l'he busin as-group co 1 ta ot tormer independent · 

ooapani v oh to enter the group have given up th 1r 

eoor.gn&o independence, but which keep their lege.l 

identity. • 

Would you sa,- that t def'im.tion applies to your 

fh1 que tion was neces to make sure that the concerns loii, 

to tba.t type ot compar:>1 wbicb ·is d t i th in this investig tton. 

The definition itself was nee saa17 to 

type ot business was questio d. Comi:1a11:Les of different mtw:,a 

might have difterent organh t1on- tructures and ditt nnt ttitudes 

towards ntralieation and deoentrali1ation t uthority an4 

"Do · 1our COlllplill¥ bava a lan ot the or, cation 

tructure? It so I the plan or xtracts 

from it?" 

This question• rve the purpoae ot finding out what ttitude 

concerns have towards soi: ntU'io organieation in 

an orgam.saUon-chart. the concern t be O n,. with 

regard to eophisticated thQds. At le thought about 

t relationshi Within the group 

ot the tiozmaire. 

(l) ee t otnote previ0\1.8 p 
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Q.3. ould you say that the or.ganisation ot your 

comp,ll>;Y tends toward.ea c ntralind or toward.a a 

decentralized organization?" 

tion ia tntere ting in o tar the aelt-ev l tion 

ot concern ght not conf'o with the t ct • il tho~ the 

concern thinks it is very centraU.zed/ dece tr 11 • in r~i ty 

it is very d centralized/centralized. · 

.4. the introduction ot computers 1n your compmv' 

t :voured. the tre towards centralization or towards 

T~ inf'luence ot the c.omputer ·on the orgam.zation-structure of 

companies 1a broad]¥ Uscusaed 1n liter ture. amnrera to 

this q tion :n a po ibiUty tor an outlook on the future 

trends 1n orpn1zation • 

• 5. ttl)o 10u tbi.n.k that your organization etncture ie 

optimal 

(a) tor your type ot coDCern? · 

(c) if you do not think it is optillal, vher do the 

existiJ'Jg pnblem lie which prevent you fro 

altering reepectively the exiating structure?" 

Th laat o uestio ly to ve terial 

for an outlook on po.a 1ble future organization trends. 

already ·aaid., more or lee 



a ded que tio ~ The main rt ot the q tionnaire co 1 te 

ot thrff srou of questions. 

.l. 

Q • . 

the 

idiarie 

O probl 

tions was lated o t b ib8 a-policy. 

the o~ rall obj tive o he D.Cfl'll? 

cide on its ow or do the 

eciai n?" 

o tio of all. 

the co­

ral 

obj ctive • hi.a . ctivity -

the -co pany or the u idiari s?" 

Q.,. " decides on vhicb te ba.¥ t 

fulfil the ines - oup•e 

pl " 
q the thN jor probl of the c nc rn: 

the d finition of the bJ ctive, their tapl ntation, the 

c tion of The are rl tal pro bl it 

to to de entr lly or in a 

de ntralized wq. 

up of que · t1.o t t tio w: ch 

p rto in the busi s -groups • 

• 1. "Dec:l.aioM in vhic or t t llow~ e 

ant1r ~ or rtl.y • bf t he --c Pmv? 
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a) Pinanae 

b) Purchase 

c) Production 

d) Sales 

e) Marketi 

t) P normal" 

Q. 2. "Decisions in which ot t following act1vit1 are 

entirely or partly · de by the su idiarie ? 

) liriance 

b) Purohaa 

o) Production 

) lea , 

•> Jrlarket~n, 

t') Personnel" 

A special question ea deeper into the pereormal- tield 

the reaaon tor which will be explained in the relevant chapter 

ot this theeia • 

. ,. " o deoidee on the em loyment ot: 

) top-ex outive ? head-company? subaidi.u'ies? 

b) middle-manage nt? " 

o) lover-managem nt? " 
Q.4. "Do there e:a:ist a financial limit vbioh determin a 

the extent to which ueoutiv: s are allow d to k8 

decisions? 

.. 

.. 



) No 

b) Yes 
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ba) 'For top- nt: 

2.1.,.4. '.Eb.! SAJ!etions llt1sted tg thft J2!cieion 

10 RaM 

100 Rand 

1,000 nd 

10,000 Rand 

O limit 

10 land 

100 and 

1.000 and 

10,000 Rand 

No limit " 

The third compla of questions deals with tb.e OM.l"acterietica of the 

decision its U, and the 1Iltlu nee of these characteristics on the 

extent of deleption. 

Q.l. "Would you say that the de tralization or c ntral1zat1on 

ot d.eciaion-maki:ng- ponsbilities in your co. paey 

depends ons 

(a) the value of the deci ion? 

('lb.e costly or non-costly col'lSequencea of the 

deci.s1on. are considerable). 

Yea a 01 
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{b) the interdependen ot the d ciaion? 

( The decision has an influence on the other members 

of the group). 

Y I Noa 

{c) the oonsequenaea of the deci ion tor tutun 

dnelo nt? 

y s: • 

(d) the po sib111ty to correct the decision? 

Y S: I " 

o avoid 8.J\Y difficulties t co n1 a had to answer the questions 

either with "78 • or no" or with onl7 at w word.a. 

he follow chapters will anal.yl!I the answers t . the different 

qu tions. 'l'he results are 41.aouaa din general ~Dd with regard 

to th type of concern in particular. However• e the 

type or concern th answers discussed will be mainly with regard 

to the Tertical concern, be us only this type is repres nted 

suf'ficie:ntly'. 

2. 1 .. , .s. The 0rpphiat12P::.Qhar:t 

Th general impression bout th co rns waa that they are 

organization-conacioua. 

Only 12 the 36 concerns tated that they did not :ve an 

organiz tion-chart. 

The ~ 24 concar have an organ1zat1o.n-ahart altho 

not alwqs in printed tol'II. 
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ot all of the 24 business-groups a nt an tract of the chart. 

So argued that this is not possible becaus t or, am.zation 

is not static but 1n a continuous develo nt-proceas which s 

it 1mpoasibl to give an extract. 

:,. The cielon 

3.1. I9troducti9n 

Bue1ne..,...act1Yities are realized thro a continuous eoiaion-

mald.ng-process. As the decisions play the foremost impc>rtant 

part, it can be pre uzed that tb character ot the deci 1ona 

has an intluanoe on th 1r o:r8'flllization with gari to central.if: tion 

and d centralisation. The deci ions must be mad at the point 

where the necessary quaU..ficat ions can be expected. 

In the theoretical part of this thesi the char cteristic of' the 

decision have been discussed. They ares 

(a) the value of the .decision (the costly and non-costly consequences 

ot the decision a.re considerable) 

( b) the interdependence of the decision ( the decision hae intluel'lCe 

on other bera of the group) 

(c) the consequences of the decision tor the future development 

{d) the poa ibility to correct the decision. 
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The concerns were as~ed whether they think that these characteristics 

have an influence on the authority- responsbility relationships. 

The concerns had to mark those characteristics they think are 

important • 

. 3.2. Results 

3. 2. l . Survey; of the Regulte 

In general it could be seen from the answers that the concerns , 

regard these oharaote.ristics as important. 

Value of the decision 

Interdependence of the 
decieion 

Future consequences of 
decision 

Possibility to correct 
the decision 

Not applicable 

Yes 
Number 

30 

30 

30 

16 

3. 2.2. The Value of the :Decision 

Yes 
% 

83. 4 

83. 4 

83.4 

44. 4 

8.3 

No 
Number 

3 

3 

3 

17 

30 out of 36 concerns regarded the value of the decision as 

important. This result is not surpri ing because the costs 

No 
% 

8.3 

8.3 

8. 3 

8. 3 
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are the tactor which determines remarkab~ the euoce ot the 

ooap&JJ¥. So it seems to be cesaar.v to make sure tba t decisions 

vh1oh involve costs are made on the right level by th right 

person. 'l"b1e refers mainly to tho argwaent that the head- oompa:a.y 

CID make specialists available who can make those dec1a1ons. 

hoa the per onal 1.ntervi•s 1 t was md that decisions 

which represent a high cost-factor are preferably de by 

centralized inlstitutions. The big rt amount of costs 

involved the more these decisions are centralaed. The head• 

oo~ decides in order to ke p the ri k l . 

One oompau.y hopes to be able to clecentral.it:e co tl.J decisions 

1 the near future. But thlls will happen when the parent 

thinks the eubaid.iaries to be aophiatic ted enough to cs.rr;y out 

these decieiona. Although this 1e a very vague pro se this 

concern bas realized. the possible advantag ot decentralization. 

'3.2.3. The IJlt•r-d!P!l!!•R of the R!s,eion 
The inter-dependence of the decision al.so d termines the 

oentrali t1on or the decentralization. 

30 out of '36 concerns consider this criteria as 1.Jlportant. 

The vital charactertstio ot concern is the fact that it 

consists of d1tfennt compani a which together operate tor the 

co111110n aucoen. lt :le neceaear;y not to disturb the hamoeyand the 
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individual activities. A decision which baa intluencea on the 

other ibera t be co 1der with enreme care. the parent-
' 

compax:ry is the leader and bas the ro dest urv y over the ,roup 

it i likel, that it will carry out decisions atfecti oth r 

group-co panies, ilthoUSh lso th parent might make a wrong 

decision the risk is m1n1mhed because of the e.reater knovledp 

of the parent concernt.ng th inteIT latioI1Sh1p of th 

bers. 

'1'here must be om entity within th group which ensu.n,s unity. 

t ever,. mber can be el.love deoisio vhioh ha• 

cons qu noes on other mber. nth e decisions are ma.de 

by the parent onl7 then each s1n,sle compaey ean tel re certain 

becaus it lmows that deoi io affecting it and its interre-

lationships with other m ber-co ni can only come from one 

di ction. namely the h ... comparzy. If thi would not b so then, 

for exampl competition hlid the gr up ts.rte, which could 

ruin the whole group. 

In the intern. w thi out was tronely confirmed. Ther was a 

consensus of opinions about this proble. 

3.2.4. The uture Cons(j!g CQ§Ot the 
- ' 

The is valid for the futu.r conse,uences or the decision. 

3 out or 36 buaines - groups felt that this characteristic ot th 

deci ion has an influence on centralization or deeentr li tion. 
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A oonoern, like nery other bwtinees, auat haft in mind 

ite tutuN clnelopmeat. All aot1Y1t1ae whioh are oaniecl 

out 1J1 the pnaent eene a future purpose. A tietimtioa 

auat 'be u.Aa betlreen tboee decieions which attect the mar 

futun aDll thoae which atteot the turther future. Por the 

latter more lmovledge ill uoeaaar.,. ;t; not only' Jmowl.ed&e 

v.t also 1Ngination. At leaat there lll.lt!lt be a united upeotation 

ot the future d•••lopaent ot the group. it is ).ikely to 

oentraliae thNe deoiaions the more they refer to future need.a. 

In the intenian the illpreaeion e that the pannt-oompaulea 

do mt let the aubaid.f.ar:l.ee alce 4J\1 decisions with future 

coDNque.ncee. The pannt lll&be these cleciaions on ita own all4 

duotea the eubllidJ.arf to beinc 811 operating unit only. The 

aubaicliariee an allowed. to malre •uneatio• but mt more. 

,.2.,. Tb! fo1W>Wstx to Conect the P,oialop 

Vhereaa the tirat three cbaracterietioa ot deoiaioma w re atl"OnclY 

regarded u havillg 811 lDflueno• on centralisation and cleoeatra11zation, 

the tourth cbanoterietio ot a clecieion, namely the ea1b111\J' 

ot aornoting the uoiaton 414 not fuel thie srona support. 

16 out ot :,6 coacenaa regarded this characteriatio ae import.ant. 

17 felt that thie bu no iaportazaoe at all. 

Probably t his cbaraoteriatio eema to be the moat ••raJ. 
ot the tour vi th :regu,ct to the special situation of the coacen. 
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'fhe other ohara.oteriatice (val , ioterctepemence, tuture 

conaequencea) olrriouely affect the buaineas-group moat Tital.ly. 

BoveYer, the queetioa ot ab:Uit, to correct a v.ronc 4eo1aion 

baa relevant comequencea tor centralization decentralization. 

ot the ft'ODC 4ecia1on 1 tselt 1a clanprou.e t the wrong 4eo1aioa 

nth regard to a apea1al problft cu be critical and ahould. be 

&YOid.ed. 

lftry d.eo1a1on beue the poaaibilit, of ing v.ro • 

!he re iaportant a uciaion ta the IIOl'e clittioult 1t beCOMa 

to correct it. But there can also be leas iaportant deci.eiou 

which only oan \)e corrected under big clUtioultiu. 

Yer, tbie cbaraoteriatic •• a criterion tor oentraliu.tio11 

r 4eoentraluat1on ot 4eciaion-mald.DB mu.st 'be regarded aa 

aipi.fioant. It· ta IIUCh euie to sq that deo1a1ona in. a special 

fiel4 haTe to 'be made by eitller the head or the aubai41ari 

only, tban to find out whether the d: oiaion can be corrected 

or. not. and theu decide •ho baa to llake the deciaion. 

fald.JJc the poaai'bili ty to correct the deoiaioa ae a cri tenon 

the OODCl8rna would De able to deoentralis• more am b) d.o1ng 

ao enjoy the al.neq •ntioned a4Tu.~a ot thie or,an1catioll 

ton. 

When a big maaber ot the 'buau.ffa-lJ."Oupa dOH not regard th1a 

cban.cterietic as iaportant thie 1porance .JIU8t be or1tioue4. 

t the Na\llts .show that the opinioii is weighted equal.q in 

either direction.. leari, a.a~ oonc ms re,arct the poaaibi~ty 
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to ooneot deoieiona u being iaportant, a c1o not o. 

,.,. £uplwdop 

The ueetionvu rather 41ftiaul.t to anner, eapec1ally because 

there are other factore u well which enter the declaion-mald.111-

prooees. lfhe al tenati:ftle mentioned. u the quesUoDDlliN a.re 

mt tu only ones and there mtaht be other decisiYe factors. 

The queetiona tried to n ta t the special situation in the 

buainees-g.roup only but the7 clid not take those taotora which 

COiie into ed.ateno. be use ot apecial oirCNll8tancea relating 

to a parUCNlar indUStl"f (e.g. Wuatrial relat1ou, vace 

agne•nt, price ooatrol, etc. ). 

so it cannot be aaauud that thue taotora are oYUT14iug 

and alone 4etermiae whether the deoislou will be delegated 

or not. 

lut it can bel oonolwied. that these factors an of iaportance 

am iDtl.uenoe the patt~ ot autbonty. Boweyer, the 

4•81"8• ot their illportanoe 4ependa on the iutluence of other 

factors, aa the abcrn: mentioned, on the orguiu.tton ot the 

oonoen. the fo\lJ" oharaotel'ietioa 11\18t be rep.rd.eel u the 

buic criteria. 

Proa tM interriewa it vu gained tbat value, inteJl-depen4ence 

and tuture oomequences of the deoleioll influ.ence oentnlized. 

deoie1o..-ekine-rupona1bility. TM poe ibilit;y to coneot 



the decision is consider d by the tirms interviewed to be ot 

lea r importanc. (But the validity of this 1 open to doubt!) 

inesa-PoUgy 

4.1 .. Jatrodustwn 

The til'st group ot questions de la with the businee - policy. 

' Who decides about the OT rall objectives? Who is responsible 

for the co-ordination within the .group? Who decides about 

the actin.tie with which the obj ctives hall be reached and 

realized? 

Wb reae th s proble can b. solved in every normal business 
' ' 

without ·ditticulties, th bueiness-group must create a ttern 

which 1 obligatory upon its bers.· ery member may be 

qualified. to make these decisions, but·for the 

cono rn it is :not po sible' that every aber 

d of the 

a the clecieion. 

There must xist a cl WJderstanding centrally deteralned 

bout the str tegy the group wants to follow. This me t t 

ther JIU8t exist a pattern. 

In an independent bueinea the man.aaer who thinks tbat he 

does DOt take part enough in ·the decision-Mkillg-proces C8.l1 

resign,. In a busirJess-grOUl) the companies be.Ye to remain in the 

group and it is neceasar,y that policy is created with which 
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they are aatist1ed and work efficiently' for the BUCC ss of 

the group. 

So there are three problems to be solved. The first ts 

to develop a policy which is acceptable for all memben. 

( Question: Who determine the overall objectives ot the concern?) 

The second is to co-ordimt the members of the group. ( ation: 

Who is reapomible tor the co-ordination towards the general 

objectives?) 

The third problern 18 to make clear how the single 111ber 

have to implement the policy. { Question: Who 4eeides on which 

tepa have to be taken by eve17 mber or the group to fulfil 

the plane?) 

There are dif'ferent poasibiliti for the solution of these 

probl 1n the group.. They can be applied to all three problems 

and therefore will be discussed with regard to the 

determination of the policy onl.y. 

a) '!'he first is that the parent-oompm)1 decides upon 

the overall: objecti es. The parent-com.pany is the 

initiator on the tol'lllation or the group. It alone baa 

participation in the ownership 0-t 11 the other members. 

'1'b.e single firms are combined with one another only 

by virtue ot being membere of th group. ( l) 

The question ot ownership 1n i taelf favours the tact 

that the parent-compeJ\1 deo1dea upon the bus1nese-poliay. 

(1) However, there can. be singl companies in tb group which 
own shares ot other member-companie but this does not attect 
the principle discuaeed above. 



It ean b presumed. that the growth ot a concern 

ie at no stage finished. Nev companies can enter 

the group all the time. These new compam.es generally 

are riot ver:, important in coapartaon to the existing 

group.(1.) ·ney have to accept the ex1st1DB policy. 

Only when the objectives are Mvl,y formulated then th$7 

can participate in the process. 

But also in this case the parent-comi,a.ey takes the 

lea.ding part. 

b) The second pou1bil1ty is that the parent-compaJ:11' 

together vi th the members makes the decision. In this 

caae the majority decides which objectives shall be 

accepted. All voters have an equal right. Or there 

can be a ditterence ot rights with gard to the 

importance (economic or :non-econornio) ot every- siD&l• 

company. 

Thia process guarante a the biggest poes1ble regard 

to all interaets. .Alao the qualifications of U meml:len 

are taken into coneideratio~ The realization ot the 

objective 1a easier because the realistic tacts are S,nclud.ed 

to a high degree. This poaaibility is the moat 

democratic one. 

(1) Despite this it is possible that the ntrance of new msmber 
which bas economic importance may well change the existing policy. 
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c) !he third possibility ia that the members bring 

proposal.a tor the objectives but the parent-coapal>1' 

bas the right to make the final decision. 

Thia is a combination of the two first possibilities., 

In prillciple all members decide upon the objectives 

but the incorporation of these proposals in the 

tinal policy depends on. the deciaion ot the pa:reut­

compa111. 'l'he d.itfennce t:rom the ti.rat poeaibility 

ia that the embers take an active part 1n the deciaion­

mald:ag-proce s. 

Froa the theoretical point of view this poesibility 

seems to be the beat. '?he urd:ty ie preserved but 

the members take part. 

As alread¥ mentioned theoretica~ the same pos ibilities 

exist tor the co-ordination problems and the task or 

decidiDg how the objectives shall be implemented. 
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4.2. Results 

4. 2.1. Oftrall Qb.1ectives 

4.2.1.1. R9gults 

Bead-COmP8J>1' 

SUbe1d.1artee 

Both 

ot applicable 

umber 

9 

l 

26 

l 

36 

72 .. 2 

2.8 

9 out ot 36 concerns said that the o rail obj ctive are made 

by th parent-co~ alone. 

26 reported that the sub idiaries together with the head­

com tJ¥ participate in laying down the owl'lll.l obj ctive. 

o group baa the subaldiarie deciding on their own. 

The majority favours the participation of ll mbers •. 

t the participation•ldoa is more than making proposals. 

ill concerns stated that the aubsidiaries have an 1.ntluence only 
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but mt an $Ctive part in mak:111B the decisions. They- are aake\i 

their opinions and possibilities to realiz aP4tcial objectiYea. 

el.ying on the e a 

deciaion. 

atiou the parent C011lJ)81)1' makes the 

Soaetilllea there exteta a stronger influence of the 

subsidiaries on the deoiaton whan their anagiag-cltrectors 

are on the board of the group. Then their J)6l"t in the decision 

ia aoU.ve. But in a large group not all ~ctore 

can be represented on the board, which means that only a 

tev meabera can take pert in the deoision-mak1ug-prooeu. 

One large ~group baa a very aoph18t1cated system .. 

Ite bead-compal\f determinea the gemral objectives tor the 

group ae a whole. But then ev -ry siX>&le oompal\Y hu its own 

objectives which are dratted especially' tor the potentialities 

ot these companies., '.l'he determination at each single group-

1181lber'a objectives takes pl.ace with the advisory help 

ot the particular colllpal\Y concerned. 

The objectives for the group as a whole and the individ\:l&l 

objeotivee together with the different o~ganiz tion-cbarta 

are printed. and the little book is given to each co~. 

The objectives for this conoern aa a wbol for the year 1969 

looked aa tollova: 
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"Qo!!oUdation of Reeoµrcea 

To consolidate all the ll'Osouroes ot the compeey and to pay 

particular attention to iaproving the OOllpalJy' a financial 

liquid.1.ty and lll&l"ketabil:lty ot its investment• ia order that the 

OOJBJ)aD.J' may tulf11 its rol• iD the deYelopment ot 11811 enterprises 

1n t-uture years. 

&,nam~at ot Inyeetmenta 

To ll8.ke every effort to assist d coapaniea that 

their liquidity, productivity, profitability and competitive 

tanding will~ at th h1ghe t poe ible level for 1969 consistent 

with loq term performance espectations. 

Develogent ot 'lb@ Group CoDO!Pt 

To deYelop and maintain a sound. Croup spirit '11th the object 

ot promoting the prot:l.tabl• growth of the constituent companies 

ncl particularly by improvillg the intero ot information 

within the d.iYisione alld coapaniea ot th Group. 

?vture Inftete,nt1 

To inn ti te the acquisition ot additional investments and 

generally to provide tor tut\mt expansion by improY1.ng knowledge 

ot the potential in oo Die of the Group. lecting suitable 

areas tor investment, tudying personnel requirements and 

inftatigating aeana of raiai ney. 

fhe underl;y:b.w organizational require nta to achieve theaa 

objectivu throughout the •••••••••.• Group er.:-



(a) Iaproved in-company management,. 

(b) More effective control 'by operating management. 

(o) Streu 011 respom:,1bility and accountability at 

all lewls. 

(d) Ooanitment to objectives tall levels. 

(•) A d.ecltoation to ooat reduction an4 profit improvement. 

(f) Conap1cuous and por,itive direction of activities. 

(g) Iaproved cO!IIIUD1c t1ons." (l) 

The objectivu for the other group-Dlblbera differ from one 

another. They are related to the special circumstances 

of the single coapal\Y. They are ither prilllar1ly concerned 

with the operation-acti'fities of this COlllp8!>3' or with the 

possibilities ot g.rovth in theae compan:l.es. Objectives 

tor the operations are apeoified and it is alva,e pointed 

out which contribution the ooapanies baTe to make to the 

progress or the group as a whole. 

Another buainaas-group has a very intere ting cone pt 

tor the particip&tio:n of members ill makSng policy-deoiaiona. 

The participation of the aubsidiaries 1a dependent on the 

merits of these companies. The II r1ta are obYioualy related 

(1) Extract troa the objectives of th concern. 
The name of the coacern is lalovn to the author but aball 
remain undisclosed. 
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to the eoonomic sucoeH ot these companies. 'fhe more 

SU()Cesstul a compa.1]1' is the more active is its participation. 

This seems to be a very valuable prineiple. It ie based 

on. the idea that a successful company is not only able to 

decide policy- problems but that it is also necessary to let 

this company participate because its importance for the 

group is gl"owing. The ad:Yantace ot decentralization which 

means that participation. gives initiative, ideas , enthuaiasm 

is utili.zed. 

4.2.1. 2. eonc1us10; 

lro• the results i.t could be gained that the trend in business­

group is to oentraJ.ize deeia1ons lihioh eoncern the .overall 

obJect:l:Hs ot the group. 1'b.e influence of the group.members 

is 11m1t•d to more or lees advisory tu.notions. 

The principle of •management by objectivee• which is underlying 

the managerial process ie partially realized ill that 

w,q that there is full partioipatio». don the line in setting 

the objectives, though ot course the ultimate decisions an 

ma.de bf the head-coapai,y, which souti.mea meapa by the boud 

on which the so.Dsidiar,-eoapanies are represented. 
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4.2.2. Co-ordination of !U Membfl"§ t9!arde the Overall 0'.b,iect1v a 

.2.2.1. Reaultg 

H ad-Company 

Subsidiaries 

Both 

Not applicable 

NWlbera 

26 

u 

8 

2 

'.56 

72., 

22. 2 

5.5 

26 out ot 36 bu.einess-groupa said t t the head-co paz,;,, decides 

about the co-ordination. 

together with the sub :ldiari 

com~e had th e dee! ions 

ccmpanies stated that the hed•COSllpar.\Y 

makes the 4 oision. OD8 of tlle 

d• by the subsidiarie aloDJ. 

The majorit)r of the bueinese-groups have co-orclimt1on-decis1ons 

made by the head-company. Thi is not eurpris · becaus 

the h d-COJnpaJ.'.\Y is the ini t:l&tor ot the group and suah 

primarily interested in the co-ordination. Beyond it the head• 

company has the broader outlook and 1a better informed about 

vbat is going on 1n the group than every ingle c P4D3. 
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one busil:leas-group which itself consists ot other busi .,_ 

groups ha the h d-oompam.e or thee groups deeidi 

about the co-operation and then these rep0rt to the head-

collJ)&.lW. Tb.is method had to be ohos n because the aize 

ot the group makes it impossible for the be d-compa.z,.y to co­

ordinata ev: rry si le com~. 

SOme ot tha concerns reported that there w a participation. 

of the subsidiaries. t the ticipation has the character 

of being co-operative. Without t subsidiari a' co­

operation the head-company cannot act auccesafulq. 

4.2.2.2 .. Qgnolusion - Co-ordiratton 

Also this p::obl811 s ms to be solved in th s 

near~ e•er., concern. Tb co-ordination of the member­

companiea lie in tbs bands ot tba head-company alone. 

participation of the ubsidiaries u limited to their act:Lv 

co-o ration. The way or the method of the co-operation 

ia decided by the h -co~. 

4. 2. , . Iprpl,ff!mt1S:on or AA! o-., rall Objeotiy s 



4.2.,.1. eaulte 

Head-Com.pa173 

Subaidio.r1es 

oth 

ot applicable 
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?lwn.ber 

2, 

7 

5 

l 

6, .. 9 

19.4 

13.~ 

2.8 

100 

23 out of 36 conce"1S reported that the head-co~ decid s 

on the tepa vh1oh have to be taken to fulfil the overall 

objectivee. 7 said that the subaidiar1 s decide and 5 aid. 

that t.M d cieio are mde together by both the head-c DY 

and the subaidiariea. 

lso here the •jority ot bua1neas-groupa hav the b.N.d- com.pany 

decidi on thee pi-obl • 'l'h1a means that tlw bead-coll})aJ\Y 

baa ayer:, stro direct iDfluence on the oper tional otivities 

or the subsidiaries. Tbs centralbation s so t r that 

e'91 n the imividual acti'ri.ties a:re lilllited the h ad-corapaey .. 

It leaves very little initiative to the subsidiaries. 
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The llUllber ot cotapalli s which sq that thy let the 

aubeidiaries decide is nry 11. 

Remarkabl is the number which states that head am subaicliariea 

deoide together. Here the decia1on-mald.ng process is joint 

process dependent on cliecuaa na and not on deciaions handed 

down troa above. 

4 .• 2.,. 2. congl.JlF!io.Q 

The •Jority of con~rns bas a strong centraliz attitude 

towards th ateps which have to be taken to tultil the av rall­

objeot1 ves. 'l1he number which let the eubsicliaries decide 

is mara1na1. 

J>eapi te this 1 t is vortb. 110t ing that i%l sewral concerns 

these deci ions are de by the h~d-coll.p!UJf and t subsidiaries 

together. 

4.3. fJ1! Attitude of §od1 African Bwp1.ness Groupa Toward§ 

Centraliution and. Decentralization or Bwpineu-Poli9t-Decieions 

Deoiaiom concerning the buaineBS-poUq are gen rally made 

by the head-co pa!\Y'. the detenination of the polic,. the 

co-ordination ot the me bera, the va,yo ot implement the 

policy, are d.cisions with high cot consequences, very inter­

dependent and they attect the tuture development. 
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~ centrali tion ot the detel'llinat:lon ot the polic;y baa 

ditterent degrees in the clitterent concerns. me gift the 

aubeicliaries dv1.eory t\lnctio and diaouea the probl with 

them. 

In some ooapaai the au'bai4ial":lea are npre ented on the 

board and o haft a duect iatluenoe on the deciai n,.; pooeaa. 

In eome ooncel'D8 the eubaidiar1ee have no right to participate 

at all . 

'l'he •3mtx ta:,om I m»w centralw:tton with reWJ! 

tp thf et rmin!tion ot the mmll obt3eotive , as w U M 

the nati t1q; gt th! m!Jll.l gb,1ectives H ••ll aa h qo,. · 

ordJ,mtt:6n ot the gmbers vUhin th grgu:q. 

It can be gained that the centre.l1zat1on in thia tielcl 

ot deoisio 1e the mot :popular one at the Jr.iOment 1 

South Atrl.c. 

One might like to th1nlc a.bout the reaso tor this 

attitude. 

The theoretical part ot this t is howed advant sot 

c ntralie t1on vbioh might be th ra. t for thi choice. It seeu 

it the con ms 1nve ... t1 tee\ :ve concludi d tho.t the a 

dvan override the dien v: n .e or centrall tion. 

Centralized decisi.on,,. with sard. to polia,-deciaione 

fosters the uniformity ot t e policie • And a um.ton 

pollc;y strengthens th buoines For th h -compe.r,.y 

it also to be a qu ti.on or prest to def · the course 

ot action. 
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Beyond it policy-deciaioris are very valuable, ha: a high 

de of interdependence and stro comequencee tor the 

future. These decisions reciutre specialized deci ion-makers, 

· who are re Uk$ly to be tound 1n the head-comp~, for . example 

in the tom ot atatt-departmenta. 

5. Functions 

5.1. Jn1£9duction 

Th a ooJ:l(i group of questions refers to the decisio111J mad 

in the ditforent depart ents or fU!lQtions in the buaineae-poup. 

The question is ·beth r thor exiats a relationship betv tn. 

r ~ponaib1lit1es and the f1UJOtior.. 

Aa the concerns intervi ed b lo to different ort ot 

ind~t17 those functions had to be cbouell which with the bi,cest 

probability ar enstont in every ccmpal\V. tho h trom 

case to ease the one or the other function did tlOt ply to 

the cQll'lpan;y the functions chosen re existent in 

The tollowing functions were chosen : Finanoe, purchasing, 

production, sales, mark.eting,(l) personnel_ 

There are obviously other functions too. Fut exampl , re earch, 

training, public relations. But the e are functiom which 

not every concern •· '!'he ata&9 or develop111nt limits 

the zietence ot those functions. But the aboTe mentioDed 

(1) 'Marketiug' does not include aalea 
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tuncttom are the conventional and Vital one tor nearly 

ry ort ot busine otivi ty. 

Row ver, the 8l"e el.so dU'f e. For cone 

longing to the ti~ •ctor the purchase- and eeiun.t­

tunctio:na are or less importance than for a concern belo 

to the production-, o or. ugh, e pecially the eell 

function is gainirlfJ more recoent tion. 

The oompanie were aeked to te in nlation to each ot 

th e ditf'• nt tunotions, trhi decieio are either nt1rely 

or putly made by the h d-c~ or entirely or pertly made 

by the sub id.i.ary. 

Th function •personnel• w dealt with ae tely. 

rybodf who mans the decisions in this function ha a h1a 

intlu.ence on the COfflpsey. The influence rsonul 

decisions is il:Jdirect only, but oan be very troDg. The 

centralization or de ntralization can stre!lgthened very much 

by the power to employ those people who ill follow and 

realize the int rest of tb ployer. 

To check the grade of c ntralization and dee ntralization or 

t que tion of the group deals with the financial. 

limits top- and middle- nago nt has to a.c' pt. 

It can be doubted wh thei- ona aa.:o. oaU the oiaions deoentralue4 

when there xi t ry strong f ial limitations and be uae 

of thi the rs ce.n actually no d o ion.a ua 

the, ha no po sibiliti nt their decisions, be use 

funds have to be :vailable tor impl nt 



U.Jd.tatto:os at all oan hardly OODtora with oentraliatio • 

But 1D this ou• it see• possible that tha a1at other 

111d.ta ione vhiah U!li.t treetloa" 

. 5.2. JtoU• (lctl\lMN· •t,mna.,\') 

5.2.1. OenttaJ. !!nul:lil · 

·i•a4-Co~ 

iunce 29 ao .. 5 5 l.'5.9 

PlaNha.M 4 11.1 u ,0.6 

Pl"OduoUon ' u .,1 u ,0.6 

SAlee 4 U.l 12 "·' 
Mal'btiDc 4 U.l ll ,0.6 

2 5.6 

21 5a., 

21 . ,S.3 

20 . 55.6 

21 58., 

5 1:5.9 

11 :,0.6 

u 30.6 

"·' 
11 ,0.6 
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5. 2. 2.. !eayJ. tai . !iP.!'!Q! • ·~I 

It 1a obnoua that the ti.Danae tunot!.oll is atn 1)' oentnlu-4. 

29 ot the oo:a.oerna ed.d that deols.tou in tbia tUJ:1Ct10a an 

• tiftl7 aade by ~he hed.-oollp&JV'. concern :repc,$4 that 

ct.uiom are entuiei, lllld.e 'bf the eubeidiariea. oni, a ..it 

· per,~ntage ..,. that both · head..ooape.ny aad aubaUiariee an 

4H14ill6 together .. 

fho timnoe-t'u®tton IS • VffY Vltal function ff# the ooD0•1'14 

Pintly it is the tunoti.onwhe& the uccua 18 meaaure4 am 

oomtly tt 1a an Smportant U not the 01117 oontrol-ii:loff'Wlllat 

w1 thtJl the poup. 

Re beriug tbs.t tho timmcdal coi'laequel1488, tu Mure 

consequences and th• 1J1tei-d.e,-114•noc ot tho decieion im1.uenoe 

centralua.t.t.on a.n4 dec,mtraliut1oll, one cu. a, that thia 

tun.at1o ino1\ldee all the8e cban.ctenetio.. It toll.owe that 

tram the cbaracter ot tinanoe 4941.aiom it ie clear that then 

decisions aN bette~ ude ill the hMd~, ttn. ti-.. reaou 

;:t.•en Sn the diacuaeio, ot the obaraoteriatica ot ntraU•U,n 

an4 d.ece~&atiott. 

5 .. 2.:,. l!!!slH gt b Otbez bmiU!I 

With refP'd t ti. ·other tu'Qetiona ·tiw pioturi ie al 

olearl.1' cut. 

Pw purohu•, produot1oa u,.t IIU'bti?w t~ mmn"1ca1 reeulte 

tlre auilar. 
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4 concerm sq that decisions regardllg the•• tunctiona 

are •de entirely by the head-coap&JV'. 

11 sq that they are made partly by the bead and the aubaidlari.ea. 

21 s,q tbat they are entirely made by the aubeidiaries. 

Only a small m.Dlber of companies has the decisions mad 

entirely by the bead. ! relatinq big nuaber mab the 

decisions together w1 th the subsidiaries. 

But the majority has the decisions about purchase, production 

aDd sale mada entirel.7 by the subsidiarie. 

The productio~function is liDly to be the IIOSt and 

firat decentralized function in a concern. As nol'lllall.y 

the ~~terent tirJIB are locally die ersed and the product1on 

takes plaoe in every single !ir11., the local deceniralizatioa 

is followed by delegation. or authority. "As the production scale 

increases or as the processes become more complex, authority 18 

likely to be further decentralised. "(l) 

The purohue-tunction can be central.ued Within a group whea 

the different tirm8 show equal n~ with regard to the J1aterial. 

the purchase-markets, the suppliers and the way ot J'Urchue. 

The aal.ea-tunction is ~ecentnlized ~ because ot 

geographical necessitie. The single cospaniee ot the conoen 

are nol'llal.lT geo81"aphically diapersed and they have to meet the 

local markets. 'l'he advantqe that decentralized cleciaion-mti:ng 

(l)Koonts H.D. /0 1Donnell C.J. 1 Principle• ot Manageaent p. ,59 



tunotion which an 1114• central17. 'fhla nfera npeolal]¥ to 

the hea~ ta.kt• part :la the 4•oieio it cannot be 

aaid th.at decuiolMU.ld.11g u pun~ 4eoentrali%e4. !he 

influence ot the aubl141&1"1ea i fairly •trong because the, 

Opera.to on the epot am know better than t head•eompalV' 

what tbei.r ~ .. itua u4 ponibU1t1 .. u.. 

rue vu eti-oJJ8l1' oontirMd. 1a the intern.ewe. 

It vu ataW that th• 4-co~ reU. very III.ICh on -

ad:ri.oe of 1:Jw eubtdu.riea nd that tbeee are granted mu.ob 

it 11 ugested tb.<lt tnta t'WJCtion ill ooaG re oe~tnlJ.H4 

tn tutu..-e. Concen. have realised. th raue ot «> n product 
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5-2-4. RM!U• will\ Relf11l to tht 'm ot 0opm 

It is s.nten ting to aM whethff there '8 a dittere11t ....,.. 

on th• .. qutatl.one troa the dltt•rent tne• ot conoen. n ie 

possible that a Tertioal, a horlsontal or a ooncloMrate 

bunne•a-group has a ditterent appl'Oaoh 'beoaU8e tu atruotun 

ot thee• conoeru ctitfera and atpt nqu1l'e clU'f'•at autbori.t7-

rea,o•lbilit,-relatiouhipa. 

!he fell ta1'1u ah.ow the abon aentioned reaulte split nth 

Mprd to the types. 

As al.reaq Mntioned the horuoDtal and the co1'glwrat• an ftrJ' 

poorly npreaented in the Stlr'ft1 and the reeul. ts in these 

es auet be•••• ol"1tioaU,,. 
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VBM'ICAL BUSINg rROQP 

Hnan~ 

Purcbaae 

Pl"OduotiOJl 

Sal•• 
Mti21g 

im1>oe 

Pl.lrcha. 

Production 

Salee 

btiflg 

'1DarlN 

Purchue 

Procluot1o .. 
Kam tine 

HMd.•Coa~ 

!lnt:S.n}1' 

10 27.8 

2 5.6 

- -
- -
- .. 

' a .. , 

-
- -

-
.. 

2· , .. 6 

1 2.8 

l 2.8 

1 2.8 

l 2.8 

4 

lO 

4 

4 

6 

l 

.... 

-
-

l 

-
-
-
-

11.1 - 4 u.1 

27.8 4 11.1 10 Z'(.8 
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Generally lt cu~ seen that th• f:laarudal decs.atona 

an aade oentral.17. In t:he vert1oal type the i-roentage ot 

ao~rna which «1ff the aubai41ariea a atrorac pdtio1pat1oo. u 
relatiwl.y high .. 

be aocc.pted.. 

o vertical head-co pan, Mkes deciaiou in purcb.uir:ig, prod\lCtion, 

are entirol3' decentl'I lbed.. 

Bow.-ver, the deoen.traliu.tiou could• npeot-1 fr the 

t eoretioal point .bf view. Not RO muah the eOOtlOmi 

are the aeons for the Vl'rtioal groups but IIOH the illarbt 

position. !t> ft oh a aat:S.efy-tttg po.sition the ar,u&aent 

1 tavO\lr ot decentra.l.ba.tion lftll o b9 stl'Onpl'. 

5.3. popglus1cl,). (Excluding ttP«rsormel") 

'L'hEl de01atone de with-~ to th9 tinenoe ttmcUo an 



poaeibUitS.e to co,..operate thia ia ·D.\J a marginal ·~ 

fro the prinoiple ot oentraliutlon. 

The decisio cone~ tht fUJ1otiom )Nl'chaai , J.)l'Od.ucttio • 

• et 

eubeid1ariea. t alao a nmarkabl• JlUllber of oonoerm leave 

'1'h tendetJCJ 

that tb ee deo:laio upeo'te to be oentralued are IION d.eoentraUdd. 

in reality. 

( 4 ll.1 28 77.8 ll.l 11. l 

out o 36 co ceru ss.1. tha 

are • t1rely b) iu head. 

4 said they an Md• ent1r.l.y t aubei 2$ which le 



-
!'he result oeoo•• well clearer •h•n taking int:.> oons1deratloa 

the anawars about the aplOJQtnt of diff.er nt ~ ant 

18ffle 

DHUiona about the eaplo,-ant ot the toll~d.na raonnel 

ar. 118.de aa follows 1 

uaber " 

10 

4 

100 

11.l 

16 44.4 

a,., 

All oonoerfte stated tha.t the i,...a.coap&niea eoide up0n the 

Both 

111 

10 

2 

Mployaent of tep-u.eG\1t4ffa. he attitudes towards the -,lo,,nent ~ 

ot ll1d. l~nt dUters: 10 each aa1d t t the ·P'JV' 

or both head-ooapaJV' an4 subetdiari decide. 

16 ,roupe ba'ff the eubaWar:lea alone d.•otd.ing. 

~ough the aplOJ*tnt. of personnel tbe co:aoern.s ha: o a etnn, 

poai tion nsard:t..ng t• iutluenoe ou the mber-oompant a. 

A strong bead.~ can giv. t e whole gro p one,. ide4 outlook 

by• loyi.Dg onl3 tho peo le who can and vill represent the fJ.118 o~ 

27.8 

5.6 



the head. Thia is tAOnt an iftU.rect int nee but in thu 

eani ver, iaport t. 

Without e, doubt all oompanieti DI.Uat haw the ead-ooapam.ee 

deeide o top-exeoutives. Thie la necte:sary altbo it adg1:lt 

garded ae authorltaria because the COllpaJV which hu to 

work Vi th th• persona amt1t h&ff t!w bS.U-t sq bl tlut deoiaiou. 

The result ot the questio re abow• olearlJ that these 

dactsio are only tor the head itself'. o concern r~port.4 

that thex-e n innu.ence or the •u.bsidiarte • 

The ansvere &'bout thee ploYD1Snt ot middle-~ nt u. not 

so direct. Tbre poeeibilltiaa are realised: the dccisS.Ou 

nr de entinl.y by the head-ooapaxw. by the uba14iary or 

by both. 

In 1:he jor1 tr of concerns th utaitiaries dea1.d cm th9 

ltJ. nt of lllid.d.le-aana«e•nt am o 1y in a norl ty ,1th.ff 

both or the ead deotde .. 

nt ot aidd.1 ... 

me.Jla€e nt vberee; a w• r e 4 111 t: lMT• the deoiaiou to th• 

eubetdiari.ea .. 

CertaiBly t e1ee ot the ®notlft hd an intll14t:o.oe o t-
pattern ot deoiatona 1n thie tielcl. The bt,pr and. man 41eper e4 

t srou» 18 th IION ditf1ow. t it becoae for the h d-coa~ 

to ha~ a ay the e,aployment of llid.dl.e•MNpment. 

O?Ml ehou.ld Wu tbat it ie •noucb to cleoide on a polio, tor 

ta 11p10,..nt of m1d41~nt, and. then let the iDrl• oo:apan;y 

do the ploJMnt- ~ to~ unt ot th& itlgle o..,..,,-



aurel.y 111 c accordi to the vill oft• head-coapan:,. 

It see aa if .a double effort is waat • 'the head collp81l1 

hould dilwdeh i notivit!aa with regard to the• plo,-nt am 
cone ntrate on llOre important probleme. , 

erhaps oro f'Avoura.ble is th pouibility that both bead ooa:pu.y 

and subeidiaries work a.."4 deoid• to,ether. But aloo her :I.a 

a waate or ettori and time.. Only a small emount f COlllpani" 

oper te in · thia at. But one must eay t h n there are the 

ri!ht ex cntives in ·h subsidtari n ry t able to 

decide lo.ne .. 

1 .. er a enll! to be no doubt about the lo nt ot lwer-mana,-•nt. 

30 con rns e id the deo.i•io are• de• tiNly by the eube141ar1 .. , 

4 ~id t t deci ions e by the hu<l ud 2 said. ht 

both a mnldng he oi io!!e. 

It ee.re s if thertt mete a tro t:reoo. toward deoentn.luatioa. 

P'ro the :tnn!ews 1 t w • think 

tba.t thee d cieiom, not o t be made 

by the ub idial'ies. 'ftJar know better than tho 

wh& sort of start they 

d eel t ihe head-COlllpl,UY'. 

'l'h conclusion of th1e J,)&ftC'l"a la that in practice the head.-

co panie decide on the e plo,-at ot top-ceoutiTe e1n the 

aubaidiar1es on the emplo,-nt of lover anageunt. 
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The tecuncy in t."1• eraplo,-nt or ld.ddl~• nt ea tcto 

the d.bect:lon ot a 4eciaion by both the heacl and the aubeidiar.l ... 

Tb. poa ib111t, to .ic. d.ecielona in all tunotioM can be ver, 

much 111111.ted by the taot that the mana,e:rsha•• no finanOial 

r 
pouib111 ty to c.arr, out the deoieio • hioh 1 :volv& • erAiture 

ol fiaa a. In the concer tbe en who a:re aup sed 

to dtoieions aust 'ba e4 by tbancial author-ity ~oauae 

nearly evo:ry decision bu u nditure implioationa. 

The f1nano1al authm1.t3 can h given to the ex cut1v a in the 

money-. A ther poasi'DiUty 1a the tinanoial im pelldence w:ltbin 

apprond bud ta. Thi aeau that the subeidial"le have to 

produce budg'Gt tor the toll. iz,g 1-.r which baa to ~ appNftCl 

by the haad-oompa:1t1. Uncisr ti. oomitions or thu budget the 

subsidiar1 can llake deoiaioM. 

1.Nulclal Lbdt 'lo ~nt JU.441._laupment 

?rum r ~ umber " 
Mo 8 22.2 22. e 

10 Rand - .. -
100 llaDC1 - 12 ,,., 

1,000 1lu4 6 16.7 -
10,000 Ram 6 16 .. 7 4 11.l 

ft thu. 10.000 !am 2 5.6 

The limit ftri.ea 12 "·' 12 ,,., 
""-'--"-"~- ~~~~~--
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Tlw tabl do not show av, rr cl r-cut picture. 

Cener 11.y' it must b aid that most ot tb concerns ban set 

financial limit for the decisions ot their bers. 

The results can be di ideci into veral group • 

Th one group has n rioal l1m1t which 1a fixed by' 

certain lump-sum. 

'l'h eooDd group states that the limit vary from subsidiar,y 

to uba1d1ary. Size and char ctr as vell as the whol 

t ructure are criteria tor the limitatio • 

And the third group ays that th ubsidiar1 he.Ye th 

xpense-bud t as financial 11.mit. 

Tb last possibility see to be most t voured in uth 

Atrican businta - g.rou • 

th e budget play an important part ot de nt~ liz tion 

policy this shows that th concerns giv roo tor individual 

init tive. 

Thia result backs the statement aade on t difi' nt tu.notions, 

which except tor tbe tinan function t nd to . decentralized. 

Proa the answers given no special limitations d 11 vith top-

lliddl e-D18DA ent can be deduced. Both ~•Jc:aWi:sJlll:iJ 

ea to ubj ct to equal limit tions. 
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ICAL AJW,TS 

The practical inYestigation showed that no of the q t1oned 

concerne has the decision-making- pouibiliti a either ntirely 

centralized or entirely 4 centralized. Centralization and 

decentralization do exist to thar. 

stioned whether they would sa:y that their organiz tion 

te to the oraa or tb other side 14 business-groups aid 

t t their organtz tion tends towards centrali tion, 18 sa1d 

theirs tends towards decentraliz tion and 4 thought it to be 

impossible to decide. 

Comparing this self-evaluation with the anaver these concerns 

ve on the different questiou one cans that t 1r Judsment 

1a right. t their judgment in st of the cases would also have 

been right it they had giv n their organization the opposite label! 

As both organie: tion ele nts exist to ther it is obviousq a que tion 

ot accentuating one side. P rbaps OJ:119 can int rpret the ju ent 

a o in that way that it how which direction t cone rn 

would like to go. As such it would n that th appreciation 

of centralization and d centralization i8 nearly eq lly cliepersed. 

As there cannot be noticed a d.etinite tendena., in the direction 

of either centralization or decentralization troa the inYesti tion 

it could be gained that th re are pecial deoisio which the jority 

of the business-groups oes not del teat all or oDl,y to 

marginal. ext nt. 



'l'he especial decisions concern th busi as-policy, finance 

and personnel. 

'J.'h stro?>geet oentralizationvas found in the f1 ld of business-

policy. 1'b.e major outline of the policy are d cided upon 

in the b d- compaey. Tht sub icUari only have advisory 

participation. 'l'heN exist aradual. differences in the d gre of 

centralization with regard to the formulation of the policy, the co-

ordination and the realization ot th objectives. Bove r, in 

principle the busiJJeas-pol.icy-decisions are centraliz • 

This ttitude ot South African concerns is 1n accordance 

with the approach• ot internatto l co pan1 • 

An inteniev with tnternationel top-mana rs brought to light 

t t there a.xi ts ,a oons nsus ot opinions that busine poliw-

decisions are never 4elegate4 but reserye4 for the 

head- cornpany.(l) 

Another decision mt being delegat a. 1s the d ei ion bout 

financial matters. 

The t1nance-tunotion repre ents tbe control-instl'Ullent of the 

this function are pot 

dele ted. :Pi.Jlanoe..decisions like policy•d cisions are repded 

att oting the whole busine · group am as such oentraliH .• 

Alsop raonnel-deoisiona are mainly centraliz din South Afr~ean 

busine a-groups. '!'he head- co pa.J\Y' decid: s on the eraploym . nt 

of top- and middle-maxiap nt am/or determines th condit:lobS 

(1) "Welt": 15.1.1970 



for th employm nt. For e:zampl • salary-seal s laid down 

by the head-office, EUld the manner in which the scales to be 

used, wh n and how 1nore nts are to b granted is prescribed. 

But deci ions on individ 1 inore nts lie with loo 

except for top posts. 

Decisi on., bout personnel al o illlpl.y control instrument 

for the h d- compan.v. 

The strategy see to be is st ted in the annual port 

of a Sout h African concern: "Our b io philosophy is to 

operate with tight centr lized tinancial control but decentralized 

operational control with divisional mai1ag12ment having high degree 

ot utoJlOmy. "(l) 

!he theoretical investigation had two approaohe to th 

del egation of d cision-making-responsl>ility. The first v 

the character of the d cision it elf and the second v re the 

advantages arid disadvantages of centralization and decentralization. 

The practical investigation howed that it is impossible to 

separ te both approaches. "In endeavouring to decide where 

c rtain decisions shoUl.cl be made, tha executives will first want 

to ask th elves which deci ions will e or break the compeny."(2) 

Concerns obviously re businas - policy, finance- and personnel-

decisions as such key•dec1a1o • 

It see if' the basi tor the dele tion ot thas re pons1bU1t1ee 

(1) emd.es• Consolidated Holdings Ltd .. 
65th Annual Report 1969 

(2) Jo s • • • : El:ecutive Deci ion ng 
p. U p.,2, 
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is th character ot the deciston itself. 

ut beyond it there is l'lO doubt that the h d- compa.D1 

by centralising thes dec1s1o want to llake clear vho 

has the leading part .. 

On the other hand decisions concerning the functions 

(purchasing, production. al • mar ting) e8811l more to 

b ed on an ailalys:l..a of the adTantages and d1 advantages 

of both organ11ation-patterns. 

With rep:rd to the above mntioned decieiou the • jority 

ot the questioned concerns obviousl.1' baa realised that 

for the successful development ot the cone rn it 1 Yi ble 

to have them be made either par tly or entirely bT tbe 

eubeidiariea. 

In s\111111.riaing it can be said that ntralle tion of bus1nesa­

pol1a,-dec1e1ons seems to be preferred by uth A.trt.can bus1 ss­

groupe, whereas operational deo1s1o t nd to be decentralized. 

Behind the question what the concerns themaeln think bout 

their organization was the purpose to get an id or whe~ they 

think are the weak points and what they wish to be the uture 

development. 

Untort tely the questio 
I 

were answem only by a tw ot tbe 

q tioned bw,1.Dess-g.roupsand beoaws of this DO repreNntative 

conclusions can be 4r n . But neverthel es so ot the 
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nswe interesting. 

Gener lly most of the cone rns are tisfied with their 

present organization although they confirmed that the 

xisting structure is not definitive but open to changes. 

'l'h organization ha& to be changed oonttnuously becau.s of 

c~s in the concern :lts lt ae well a of the enviromaent. 

The majority does not regard their organization CC)Od tor 

•very type of concern. 

One comp&D3 stated; "Our truoture is unorthodox and heavily 

d pendent on the type of rson in the comps.n, who works 

informally and with a strong co-operative spirit. Continuation 

of this 1 eaf'eguarded by caretul att ntlon aJld selection ot 

senior executives who, in turn, will employ this type of person 

dovn the liM." In this cue the reason why the organ.1 tion 

of thi concern is not appli ble to :ve17 type of cone rn lies 

in the fact that it seems to be VI ry much dependent on indiri.dual 

personalit1 • 

Other busines groups st ted t t they beliffe that their 

organiz tion is especially built for th special requirements 

of their companies. 

1roa both statements it can be ined that those concerns 

dmit that their organization thode are not generally applicable, 

but are suitable to their own particular circ tances. 

Proble for n improvem nt ot the organization 11 in tlut 

shortage ot labour (skilled and unskilled) and in the time-factor. 
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While th first argument ref rs to a gen rally accepted 

critical situation of the outh .African Ecosx,m,v the latter 

r fer to the ditticul ty to det rmine an organu tion chart 

which considers developments that e expected to take place 

in the future. 

'?h que tion arises 1n which dir ction the future development 

of the org&Diz t1on Will go. Has a trend towards centralization 

or towards decentrall at1on to be xpected? 

A forecast is difficult to • on the im'luence 

ot the introduction of computer of man,y oonoerns, it can be 

concluded that it will favour centralization. 

Although one school of thought holds that the computer i lf 

is neutral nth regard to th organisation- truoture and can b 

ed for the implementation ot both alternat1ves(l) the majority 

of the q stioned business-groups reported that th computer 

bas faYoured the trend towards c ntralbation. Th , one 

can deduce that with stronger partici tion of ooaputers in th 

organisation centralized decision-making will be favoured. 

Bo-.rever, this opinion can be q stioned. most of the 

concerns bad the computer in the financial field, they might 

ve come to the conclusion that t coaputer will have centralizing 

influence on other parts ot the organiu.tioll too. 

In priZ10ipl ther other facto with probably more 

a1gniticance whioh influence th chff cter of th organization. 

One t t into consider tion the economic r of the 

different auba1diar1 a, the 111• of the busit:l! -,roup and th 

(l) 1nesa 
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e-eonomio and political enviro nt. Beyond it there 

are 11 tho e arguments discussed 1n the theoretical 

analysi or centralization aZld 4e ntralization to be 

weighted. 

The conclusion 1s that one cannot forecast which ot tb 

organiEation alternatives will be the tuture one in 

South J.t'rioan business- groups. 
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APP IX 

Q, U S '? I O E 

It YOU like,, pl• 

1) I ·define th term ' business-group' as follow: 

'Tb buaiD as-group consists or form r 
imependent com Di which to enter 
the group haYe ~•n up their economic · 
1ndepemenoe, but which ke p their 
!!&!! identity. • 

nswerg. 

Would you ea, that this definition a plies to your compant? 

2) a your company ve plan oft organization structure? 
It so may I have the plan or extr ctio ot it? 

3) ould you say that the organiz tion of your COJlpe?\Y tends 
towards centralized or towards decentralized organization? 

4) determines the overall obj ctives of the concern? Does 
the head-company decide on its own or do the ubaid.1.aries 
intlu.ence the objecti"1 a? 

5) One probl m. tor the businea - oup is th co-ordination ot 
all members toward the ral objective • Who is 
responsible for tb.1s activity - the b d-oo or the 
aubeidiariea? 

6) Who cleci • on which ate :Ye to be taken by • r, mber 
ot the group to fulfil the b iness-g:roup•s plans? 

(a) Read-oe>DlJ)a!\y: 
(b) Ubaidiar, oompam.e s 
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7) Decisions in which of the following activities are entirely 
or partly made by the head-company? 

(a) Finance 
(b) Purchase · 
(c) Production 
(d) Sales 
(e) Marketing 
(t) Personnel . 

8) Decisions in which of the following activities are entirely 
or partly made by the subsidiary companies? 

(a) Financ 
(b) Purchase 
(c) Production 
(d) Sales 
(e) Marketing 
(f') Personnel 

9) Who decides on the employment of: 

a) top executiv a? 
b) middle-management? 
c) lower-management? 

Head-Co? 
Head- Co? 
Head- Co? 

Sub. Co? 
Sub. Co? 
Sub. Co? 

10) Does there exist a financial limit which determines the 
extent to which executives are allove.d to make decisions? 

a) No 
b) Yes 
ba) For top management: 

10 Rand I 

100 Rand I 

l , 000 Rand : 
10,000 Rand: 
No limit 

bb) For middle management: 

10 Rand 
100 Rand: 

1,000 Rand I 

10, 000 Rand: 
No limit i 
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11) Would you ay that the decentralization or centraU.aation of 
deciaion-maldng zteapomaibllities in your COmpa.l\Y depems ons 

a) th value of the deeision? 

(The costly am non-co tly consequences ot the decision 
are considerable). 

Ye : llo ; 

b) the interdeperidenc of the decision? 

(The deoieion ·bas an influence on the other 
the group}. 

Yes: 0 : 

be:rs of 

c) the consequenoea the dec.ision has tor future development? 

Yes I 0 : 

d) the possibility to correct the decision? 

y 8 : 0 : 

12) the introd.u.otion ot coaputer in your COllPfUO' favoun4 
the trend towards centralis tion or towar decentl'&liz ti.on 
of decision.-mald.iig authority a!ld re ponaibility? 

13) Do :,ou thiDk that your organiz tioa tructure is optimal 

a) for your type ot conoenfl 

b) generally .peakizlB tor every type ot con rn? 

c) It you do not tb:I.J1k it d.s optimal, wb re do the 
ensting pnble lie which prevent you fro• altering 
respectively the x.1sting tructure. 
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