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 Chapter 3
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 Objectives To:
 Define what is meant by organisational structure and the organisational forms through which it manifests itself;
 Discuss the relationship between an organisation’s strategy and its structure;
 Evaluate the contingency relationships between organisational structure, size, technology and the external environment;
 Assess the extent to which different types of organisational structure and form can cope with and adapt to a variety of change processes.
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 Organisational Structure (1)
 How job tasks are formally divided, grouped and coordinated.
 (Robbins, 1996).
 The established pattern of relationships between the component parts of an organisation, outlining both communication, control and authority patterns.
 (Wilson and Rosenfeld, 1990).
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 Organisational Structure (2)
 The formal pattern of interactions and co-ordination designed by management to link the tasks of individuals and groups in achieving organisational goals.
 (Bartol and Martin, 1994).
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 Formal structure
 Informal structure
 (the iceberg)
 Organisational structure
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 Informal structures are covered in later chapters.
 They include:• Aspects of organisational culture• ‘Office politics’; power and political systems
 within the organisation
 Informal Structures
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 Pugh, Hickson, Hinings and Turner (1969) Specialisation Standardisation Formalisation Centralisation Configuration (i.e. width & height) Traditionalism
 Dimensions of structure (1)
 Otherwise called ‘Primary dimensions’
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 Pugh, Hickson, Hinings and Turner (1969) added: Structuring of activities (i.e. formal
 regulation) Concentration of authority (i.e.
 centralisation) Line control of workforce (I.e. hands-on
 supervision) Support component (I.e. how much
 support/non-workflow staff)
 Dimensions of structure (2)
 (Otherwise called ‘Underlying dimensions’)
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 To the above, Child (1988) added: The way sections, departments, divisions and
 other units are grouped together. The systems for communication, the
 integration of effort and participation. The systems for motivating employees, eg.
 performance appraisal and reward.
 Dimensions of structure (3)
 (More ‘Underlying dimensions’)
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 owner makes all the major decisions
 customer focused & entrepreneurial
 adaptable/quick response often a single product line
 Prior to structure:Simple or Agency Structures
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 1. Bureaucratic structure hierarchy tall and flat forms span of control time span of discretion
 2. Horizontal differentiation (departmentalisation) by function by product or service by location
 Overview: Two Models of Structure
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 Bureaucratic Organisation (1)
 Bureaucracy implies:
 – notion of rational-legal
 authority
 – notion of ‘office’
 – notion of ‘impersonal order’
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 Bureaucratic Organisation (2)Fundamental categories of rational-legal authority are:
 a continuous organisation of official functions bound by impersonal rules
 a specified sphere of competence i.e., differentiation of function
 the organisation of offices follows the principle of hierarchy
 the separation of members of the administrative staff from ownership of production or administration
 no appropriation of his/her official position by the incumbent
 administrative acts, decisions and rules are formulated and recorded in writing, even in cases where oral discussion is the rule or is even mandatory
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 Bureaucratic Organisation and Change Resistance
 The ‘bureaucratic maze’
 Decision avoidance
 Like a jungle of weeds, bureaucracy has a tendency to persist and to re-emerge
 Difficult to change
 Bureaucracy is now often a negative term
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 Mechanistic (machine-like) Structures
 • High Horizontal Differentiation
 • Rigid Hierarchical Relationships
 • Fixed Duties
 • High Formalization
 • Formalized Communication Channels
 • Centralized Decision Authority
 Source: Robbins, S.P. (1993) Organizational Behavior. Prentice Hall.
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 Flat Tall
 In order to work, a flatstructure requires thorough training
 for staff at each level
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 Operatives: 4,096 Operatives: 4,096 Managers (levels1-6): 1,396 Managers (levels1-4): 585 Ratio of 1:4 Ratio of 1:8
 Levels and span of control
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 Tall or Flat Bureaucracy?Tall bureaucracy If tasks are high in
 ambiguity If the time span of
 discretion of the top job is very long (20 yrs 7 levels)
 Flat bureaucracy-make as flat as possible, especially if
 jobs are very standardised
 decisions are decentralised
 If the time span of discretion of the top job is short (1 yr 3 levels)
 Note: time span of discretion = how long it takes to see the outcomes of your decisions
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 Horizontal differentiation (departmentalisation or divsionalisation)
 by function
 by product or service
 by location
 Suitable during growth by creativity and growth by direction stages
 Suitable when the company has diversified into a number of product/service areas/divisions
 Common when organisations operate over wide geographical area when the company has diversified into a number of product/service areas
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 Overview: More Models of Structure
 Matrix structures
 Network organisations internal network
 vertical network
 dynamic, loosely coupled network
 Virtual organisations
 All these differ from departmentalised/divisionalised structures in that they depart from the principles of hierarchy and a unitary chain of command
 Suitable after the organisation has reach the ‘crisis of red tape’ stage
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 Marketing Finance Personnel Operations
 Government
 Head of Agency
 FUNCTIONAL GROUPINGS
 CU
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 Matrix structure for an advertising agency
 Education
 Private
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 Stages of Matrix Structures
 1. Traditional functional structures
 2. Temporary overlay – short term interdisciplinary project teams and project managers (managerial integrators)
 3. Permanent overlay (permanent cross-department integrator/teams
 4. Mature matrix – both bosses have equal power
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 Matrix Structures
 Advantages Speeds operational decision making
 Project loyalty
 Flexible use of human resources
 Disadvantages Complex
 Costly
 Confusing
 Time management
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 Mechanistic Versus Organic Structures
 Two Generic Types of Structure
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 • Highly specialized tasks• Rigid
 departmentalization• Strict chain of command• Narrow span of control• Centralized decision
 making• High formalization: many
 detailed rules and standard operating procedures
 • Vertical communication and reporting system
 • Little teamwork
 • Low horizontal differentiation• Collaboration (vertical & lateral)• Relaxed hierarchy; free flow of
 information• Wide span of control• Decentralized decision making• Low formalization• Informal communication, face-
 to-face• Teamwork• Adaptable duties
 Mechanistic Vs. Organic
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 •Empowers people•builds ownership•builds commitment•develops people
 •Empowers people•builds ownership•builds commitment•develops people
 Teams are accountable
 (profit centres)
 Teams are accountable
 (profit centres)
 Fosters & supports innovation
 Fosters & supports innovation
 Decentralises decisions to the team
 Decentralises decisions to the team
 •A learning-oriented approach•Primary driver of change•A learning-oriented approach•Primary driver of change
 •Downside can be power struggles, socio-emotional conflict•Downside can be power struggles, socio-emotional conflict
 Project-based Structure

Page 27
						

Copyright Barbara Senior, Organisational Change Lecturers’ Guide 2002
 Ad-hocracy
 • This is a special kind of project-based structure
 • Ad hoc = ‘for the purpose’• An advocacy is an organisation that is
 almost entirely built of one or more temporary project teams with members recruited or sub-contracted to the organisation just to work on one temporary project (i.e. ‘freelance’ staff)
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 Internal Networks
 • These operate by using an internal market and encouraging its ‘businesses within the business’ to sell to outsiders as well as to inside units.
 • This structure aims to inspire entrepreneurship internally without using outsourcing.
 Broker/server
 Profit Centre Profit Centre
 Profit Centre
 Profit Centre
 Profit Centre
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 Vertical Networks
 • These operate as a stable network of separately owned vendors, clustered around a large ‘core’ firm
 • This serves to spread risk across a number of separate players.
 • Together the network can support product diversity and innovation.
 Distributor Franchisee 1
 Distributor franchisee 2
 Core firm
 Supplier 2Supplier 1
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 Dynamic, loosely-coupled (organic) network - 1
 Also called ‘Outsourcing based Network Organisation’ - e.g. Nike
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 Dynamic, loosely-coupled (organic) network - 2
 ‘Organisation’ operates in a sub-contracting mode.
 Small core staff in the lead firm (server/broker/network driver), set a strategic direction contracts other individuals/companies to perform key operational activities.
 e.g. fashion industry: its created name and image - label, contracts out market surveys, product design, production and distribution. The firm has a clear identity. Changes from month to month as different ideas/projects come online.
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 Virtual or Boundaryless OrganisationImperatives:• Temporary• Strategic alliances & joint ventures• Eliminate chain of command• Replace depts. with empowered, cross-functional teams• Incorporate customers & suppliers in decision making• Flat hierarchy• 360 feedback (upward & lateral appraisal)• Globalisation• Telecommuting
 Enabling Technology• email, intranet• electronic data exchange, inter-organisational networks
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 Numerical Flexibility Core employees Peripheral employees
 Functional Flexibility Multi-skilling Leaderless teams
 The flexible firm - 1
 Copyright Barbara Senior, Organisational Change Lecturers’ Guide 2002
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 Pay Flexibility Local pay bargaining Profit related pay Performance related pay Flexible or cafeteria benefits
 Time Flexibility Eliminating or reducing paid
 breaks ‘Bell-to-bell’ working Flexitime Annualised hours
 The flexible firm - 2
 Copyright Barbara Senior, Organisational Change Lecturers’ Guide 2002
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 Which Structure ?Choosing how to structure an organisation is
 informed by questions such as these: • Which possible structures are suitable
 means to facilitate the achievement of the organisation’s purpose and strategy?
 • Which structures can respond to the need for organisational change in the organisation’s environment?
 • What technologies (e.g. IT) does/will the organisation use, what organisational forms does this go with?
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 The Determinants of Organisational Structure
 PETS
 Environment
 CultureCreativityPolitics
 Leadership
 StrategyTechnology
 Size
 CHOICE OF STRUCTURE
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 Symptoms of Inappropriate Structure Low morale due to:
 unacceptable decisions/decision making process unclear performance criteria conflicting expectations/pressures overload/lack of support
 Delays in decision making Conflict/lack of co-ordination Failure to innovate Escalating administrative costs
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 A Definition of Strategy
 Strategy is the direction and scope of an organisation over the long term which achieves advantage for the organisation through its configuration of resources within a changing environment to meet the needs of markets and to fulfil stakeholder expectations.
 Source: Johnson, G. & Scholes, K. (1993) Exploring Corporate Strategy, London, Prentice Hall, p. 10.
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 Levels of Strategy (1)
 Corporate Level strategic decisions are concerned with:
 – overall purpose and scope
 – adding value to shareholder investment
 – portfolio issues
 » resource allocation between SBUs
 – structure and control of SBUs
 – corporate financial strategy
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 Levels of Strategy (2)
 Business Unit strategy is concerned with:
 – competitive strategy– developing market opportunities– developing new products/services– resource allocation within the SBU– structure and control of the SBU
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 Levels of Strategy (3)
 Operational Strategies are concerned with:
 – the integration of resources, processes, people and skills
 – implementing strategy
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 Choosing a Structure - 1 (Chandler)Product-market Strategy Organization Structure
 Single product or service.Local/regional markets.
 Agency
 Limited, standardized product or service line.Regional/national markets.
 Functional
 Diversified, changing product or service line.National/ international markets.
 Divisional
 Standard and innovative products or services.Stable and changing markets.
 Matrix
 Product or service design. Global, changingmarkets.
 Dynamic network
 Based on: Miles, R.E. & Snow, C.C, (1984) ‘Fit, failure, & the hall of fame’, California Management Review, Vol. XXVI, No. 3, Spring, pp. 10-28.
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 4 types: defenders, with narrow and stable product
 markets functional structure prospectors, with diverse products, searching
 for market opportunities geographically divisionalised structure
 analysers, with a stable basic product market plus areas of innovation where they are second or later movers matrix structures
 reactors ?
 Choosing a Structure - 2 (Miles & Snow)
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 Choosing a Structure - 3 Mintzberg (a)
 - Forces and Forms– force for direction -> entrepreneurial form (vision
 based)– force for efficiency -> machine form– force for proficiency -> professional form– force for concentration -> diversified form– force for innovation -> adhocracy (adaptation,
 learning)– force for cooperation -> ideological form
 – force for competition -> political form
 Copyright Barbara Senior, Organisational Change Lecturers’ Guide 2002
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 for start ups & turnaround situations– entrepreneurial/agency form (vision based)
 for mass production/service– machine form
 for perfecting skills and knowledge– professional form (specialist, relatively autonomous
 departments) for allowing focus on more than one product line or
 market– divisionalised form(departmentalisation by product/service)
 for innovation (adaptation, learning)– adhocracy
 Choosing a Structure - 3 Mintzberg (b)
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 Choosing a Structure - 4 (Perrow)
 Nature of Tasks and Problems: Routine, mass production
 – mechanistic structures Engineering-type
 – mainly mechanistic Craft type
 – mainly organic Non-routine
 – organic
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 Technological Interdependence Pooled interdependence between units
 (mediating technology)» they all depend on a central source for resources» Therefore the structure should emphasis vertical links
 between each unit and the central source or HQ, but there should also be decentralisation
 Sequential interdependence(long-linked technology)
 » e.g. assembly line production» machine bureaucracy
 Reciprocal interdependence(intensive technology)
 » units provide inputs for one-another e.g. hospital, university.
 » Emphasis on horizontal linkages, organic structures
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 Business ProcessReengineering
 Fundamental rethinking and radial redesign of business processes to achieve dramatic improvements in cost, quality, service, & speed.
 3 KEY ELEMENTS
 Identify Core Competencies
 Assess Core Processes
 Reorganise through Horizontally- Cross functional teams
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 Business Process Re-engineering BPR sounds liberating but can become very
 mechanistic May not be applicable in organisations where
 tasks/problems are more craft-like or non-routine?
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 Impact of Environment on Structure (i)
 Key environment dimensions. CAPACITY: Abundance (richness, room for
 growth), versus scarcity (with no room for mistakes)
 VOLATILITY: Stable (not much change) versus dynamic (unpredictable change)
 COMPLEXITY: Simple (key players easy to keep track of, homogenous, concentrated) versus complex (heterogeneous, dispersed players)
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 Complexity
 Volatility
 Capacity
 More organicstructures
 Impact of Environment on Structure (ii)
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 Mechanistic Routine and repetitive.
 Organic Flexibility, ambiguity and
 challenge, working in network or matrix type structures.
 Two Broad Structure types
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 STRATEGIC CHOICESSTRATEGIC CHOICES GOALS
 SIZE Differentiation Philosophy and Culture
 ENVIRONMENT Uncertainty ORGANISATIONALORGANISATIONAL
 STRUCTURESTRUCTURE
 PERFORMANCEPERFORMANCE
 TASKS &
 TECHNOLOGYInterdependence
 MARKET CONDITIONS
 REPUTATION & SO ON
 Factors influencing organisational structure
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 Changing Structures • ‘Developing organisations find it difficult to
 change their formal structures, and cannot do so at frequent intervals.
 • There is usually a time lag between a change in the environment, or in task/problem type, or in strategy or in technology, on the one hand, and the subsequent change in structure on the other.
 • Internal power-struggle is also involves between different groups of internal stakeholders.
 • Culture may block change intended in restructuring.
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