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Organization Theory and Organizational Governance

Theory 1

Beyond the Rationality of Governance of “The Function of the Executive”

Hiroyuki Ito

This paper reinterprets the organization the-
ory of Barnard from the viewpoint of the
“governmentality” concept, which was pro-
posed by Michel Foucault, in order to provide
a theoretical introduction to organizational
governance theory.

An analysis of the state reason theory in Fou-
cault’s concept is the focus, since it has been
suggested that the state reason theory and Bar-
nard’s organization theory basically hold the

same views on governance.

According to Foucaul, the state reason theo-
ry sees the state itself as the objective of
governance. Even a sovereign monarch is sup-
posed to obey the order for maintaining the
state. Likewise, Barnard’s theory sets the orga-
nization as the objective. The function of the
executive is supposedly to maintain the organi-
zation. Here, it is argued that the organization
is equivalent to the state in their logical struc-
tures of governance.

On the other hand, this kind of rationality of
governance is different from the dominant par-
adigm of the corporate governance theory. This
paradigm, which is based upon the agency the-
ory, gives little thought to the concept of
governance itself. It assumes that a corporation
is responsible only to its sharcholders. Here,
employees as well as management cannot be

038

morally obligated to a corporation that lacks
substance: the essence of a corporation is con-
sidered as a bundle of contracts.

This paper views the lack of concept of gov-
ernance in the corporate governance theory as
a problem.
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