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The Environment of an Organisation
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The environment of an organisation refers to the internal and external conditions that influence how
the organisation operates, how employees behave, and how effectively goals are achieved. No
organisation functions in isolation. Every business is shaped by its culture, structure, leadership,
policies, communication systems, employee motivation, and external market conditions. These
factors affect productivity, employee satisfaction, decision-making, innovation, and long-term
success.

Organisational environment is closely linked with organisational behaviour. Employees do not always
behave at work in the same way they behave in social or personal settings. Their workplace behaviour
is influenced by rules, expectations, leadership style, rewards, relationships, and the overall culture of
the organisation. When the organisational environment is positive, employees are more likely to be
motivated, creative, loyal, and productive. When it is negative, employees may become disengaged,
resistant, stressed, or unproductive.

Internal Environment of an Organisation

The internal environment includes factors inside the organisation that affect employee performance
and business outcomes. These include organisational culture, structure, management style, human
resource policies, communication methods, reward systems, and workplace relationships. Since these
factors exist within the organisation, management has significant control over them.

A strong internal environment provides clarity and direction. Employees understand their roles, know
what is expected of them, and feel supported by their managers. A weak internal environment,
however, creates confusion, conflict, low morale, and poor performance. Therefore, leaders must
carefully design and maintain an internal environment that supports both employee well-being and
organisational goals.

Organisational Culture

Organisational culture is one of the most powerful elements of the work environment. It refers to the
shared values, beliefs, norms, and behaviours that shape how people act within the organisation.
Culture influences how employees communicate, solve problems, treat customers, respond to
change, and work with one another.

When new employees join an organisation, they quickly observe how people behave. If the culture
encourages openness, respect, teamwork, and innovation, new employees are more likely to express
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ideas and participate confidently. However, if the culture punishes mistakes, discourages feedback, or
ignores employee concerns, workers may remain silent even when they have valuable suggestions.

Bowen and Ostroff (2004) argue that human resource systems can shape employee attitudes and
organisational outcomes. This means that organisational culture is not created only through words or
mission statements. It is created through daily practices, leadership behaviour, reward systems, and
the way employees are treated. Leaders must therefore communicate organisational values clearly
and demonstrate them consistently.

Leadership and Management

Leadership is another major factor in the organisational environment. Managers influence employee
behaviour through their decisions, communication, feedback, and treatment of staff. Effective leaders
create trust, provide direction, support employee development, and encourage collaboration. Poor
leaders may create fear, confusion, favouritism, and dissatisfaction.

Management effectiveness also affects motivation. Employees are more likely to perform well when
managers set realistic goals, provide resources, recognise achievements, and give fair feedback. A
manager who listens to employees and values their contributions can create a more engaged
workforce. In contrast, a manager who ignores employee concerns may increase turnover and reduce
productivity.

Leadership also affects the organisation’s ability to manage change. Employees are more willing to
accept change when they trust their leaders and understand the reasons behind new decisions.
Managers must therefore act as guides during periods of uncertainty.

Motivation and Employee Performance

Motivation is essential for organisational success. Although salary is important, money alone does not
guarantee high performance. Employees also need recognition, fairness, meaningful work, growth
opportunities, and a sense of belonging. Organisational behaviour research suggests that employees
perform better when they see a clear connection between effort, performance, and reward.

Rewards must be perceived as fair and equitable. If employees believe that hard work is ignored or
that rewards are given unfairly, motivation decreases. Managers can improve motivation by setting
achievable goals, measuring performance fairly, and rewarding employees through praise, promotion,
bonuses, training, or other benefits.

Motivated employees are more productive and more likely to contribute positively to the organisation.
They take responsibility for their tasks, cooperate with colleagues, and show commitment to
organisational goals. Therefore, organisations must create environments where employees feel
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valued and capable of success.

Communication in the Organisation

Communication is a central part of the organisational environment. Effective communication allows
managers and employees to share information, make decisions, solve problems, and coordinate work.
Poor communication can lead to misunderstanding, conflict, delays, and mistakes.

An organisation with strong communication systems encourages employees to speak openly and
respectfully. It ensures that important information flows both downward from management and
upward from employees. Employees who understand the business context are better able to make
informed decisions and contribute to organisational goals.

Communication also affects trust. When leaders communicate honestly, employees are more likely to
believe in the organisation’s direction. During periods of change or difficulty, clear communication
becomes even more important because it reduces uncertainty and fear.

Decision-Making and Risk-Taking

Decision-making is influenced by the organisational environment. In some organisations, employees
are encouraged to participate in decisions and share ideas. In others, decisions are made only by top
management, with little input from staff. The approach an organisation takes can affect creativity,
innovation, and employee commitment.

Organisations that encourage informed risk-taking are more likely to develop new ideas and adapt to
change. Employees must feel safe to suggest improvements and learn from mistakes. If an
organisation punishes every failure harshly, employees may avoid taking initiative. However, if it
allows thoughtful experimentation, innovation becomes more likely.

Farh, Zhong, and Organ (2004) show that organisational behaviour and citizenship are shaped by
cultural and workplace expectations. This suggests that employees’ willingness to go beyond basic
duties depends partly on the environment created by the organisation.

Change and Adaptability

All organisations must respond to change. Markets shift, technologies develop, customer demands
evolve, and competitors introduce new strategies. An organisation that cannot adapt may lose its
position in the market. However, change is often difficult because employees may prefer familiar
routines.

Organisational behaviour helps managers understand resistance to change. Employees may resist
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change because they fear job loss, lack information, feel excluded from decision-making, or do not
trust management. To manage change effectively, leaders must explain why change is necessary,
involve employees in the process, and provide training and support.

Managers should also identify employees who may resist change and address their concerns
respectfully. Change should not be forced without communication. When employees understand the
benefits of change and feel included, they are more likely to support it.

External Environment of an Organisation

The external environment includes factors outside the organisation that influence its operations.
These include customers, competitors, technology, economic conditions, legal regulations, social
trends, and political factors. Although organisations cannot fully control the external environment,
they must respond to it strategically.

For example, technological advancement may require employees to learn new skills. Customer
expectations may require improved service. Economic downturns may force organisations to reduce
costs. Legal changes may require new policies. A successful organisation monitors these external
factors and adjusts its strategy accordingly.

The external environment also affects employee behaviour. For instance, during economic
uncertainty, employees may feel anxious about job security. During periods of growth, they may feel
more confident and motivated. Therefore, organisations must consider both internal and external
conditions when managing people.

Human Resource Policies and Organisational
Success

Human resource policies are a key part of the organisational environment. Recruitment, training,
performance appraisal, compensation, promotion, and employee relations all influence behaviour.
Effective HR policies help organisations attract and retain talented employees.

Collins and Smith (2006) suggest that human resource practices can influence social climate and
knowledge exchange. This means that good HR systems do not only manage employees
administratively; they also shape cooperation, trust, and learning. When employees feel that policies
are fair and supportive, they are more likely to contribute positively.

Training and development are especially important. Employees must be given opportunities to
improve their skills and grow professionally. Organisations that invest in employee development often
benefit from higher performance and stronger loyalty.

Copyright © 2026 Academic Master. | 4



@ ’ACADEMIC

Importance of a Positive Organisational
Environment

A positive organisational environment benefits both employees and the organisation. Employees
experience greater satisfaction, motivation, and emotional well-being. The organisation benefits from
improved productivity, innovation, customer service, and employee retention.

A healthy work environment also reduces conflict and stress. When employees trust their managers
and colleagues, they can work more effectively as a team. A positive environment encourages
employees to share ideas, solve problems, and take responsibility for their work.

In contrast, a negative organisational environment can damage performance. Poor communication,
unfair policies, weak leadership, and lack of motivation may lead to absenteeism, turnover, low
productivity, and workplace conflict. Therefore, managing the organisational environment should be a
major priority for leaders.

Conclusion

The environment of an organisation plays a major role in shaping employee behaviour and
organisational success. Internal factors such as culture, leadership, motivation, communication,
decision-making, and human resource policies directly influence how employees perform. External
factors such as market conditions, technology, competition, and legal requirements also affect
organisational operations.

An organisation that wants to remain productive and competitive must create a supportive and
adaptable environment. Employees should feel respected, motivated, informed, and involved.
Managers must communicate clearly, reward performance fairly, and guide employees through
change. When the organisational environment is positive, employees are more likely to contribute
their best efforts, and the organisation is more likely to achieve long-term success.
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