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Designing organisational structure
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ORGANISING THE VERTICAL
STRUCTURE

Refers to the deployment of organisational resources
to achieve strategic goals

« Reflected in:

— The organisation’s division of labour into specific
jobs and departments

— Formal lines of authority
— Mechanism for coordinating various tasks

« Most companies have made structural changes to
accommodate use of the Internet
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THE ORGANISATION
STRUCTURE

« Refers to the framework in which the organisation
defines how tasks are divided, and departments
coordinated

« Defined as:
1. The set of formal tasks assigned to individuals and
departments

2. Formal reporting relationships

3. The design of systems to ensure effective
coordination of employees across departments
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THE ORGANISATION CHART

« Is the visual representation of an organisation’s
structure

« Characteristics include:

— Work specialisation

— Chain of command

Authority, responsibility and delegation
< Line and staff authority

* Span of management
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EXAMPLE OF ORGANISATION
STRUCTURE
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WORK SPECIALISATION

» Refers to the degree to which organisational
tasks are subdivided into individual jobs, or
division of labour

» Involves:
« Specialisation, which results in efficiency
» But too much specialisation:
—Reduces motivation
—Creates silo effects
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AUTHORITY, RESPONSIBILITY AND
DELEGATION

Authority:

+ Refers to the formal and legitimate right of
a manager to make decisions, issue orders
and allocate resources to achieve
organisationally desired outcomes

Key characteristics:

1. Authority is vested in organisational
positions, not people

2. Authority flows down the vertical hierarchy

3. Authority is accepted by subordinates
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TALL STRUCTURE

» Narrow span of control
* More hierarchical levels
+ Slower decision making
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FLAT STRUCTURE

+ Trend toward this
+ Broader span of control
+ Relatively few hierarchical levels
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TALL VERSUS FLAT STRUCTURE

Managing Divector
Eiscitve et stive Generl Maniger
st specialists 6] Operating maragers (5] Opentng minagens (4] Operating maragers (10}
tallspacalits 5) sttt sectalss 5} staffspoclis {5)

EXHIBIT 10.2 b. New, flt structure
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MORE TERMS

Centralisation
— The location of decision authority near top
organisational levels.
» Decentralisation
— The location of decision authority near lower
organisational levels
» Formalisation

— The written documentation used to direct
and control employees
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DEPARTMENTALISATION

+ The basis on which individuals are grouped
into department and departments into total
organisations

Vertical functional approach
Divisional approach
Horizontal matrix approach
Team-based approach
Network approach
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VERTICAL FUNCTIONAL
APPROACH

« Positions grouped into departments based on similar
skills, expertise and resource use
« Some advantages:
— Economies of scale
— Enhances the development of in-depth skills
— Career progress
« Some disadvantages
— Slower response to environmental changes
— Poor communication and coordination
— Limited management training for employees
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DIVISIONAL APPROACH

» Grouping based on similar organisational
outputs

» Self-contained units

+ Also called product structure, program
structure or self-contained unit structure
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FUNCTIONAL VERSUS DIVISIONAL
STRUCTURES

SHIBIT 10.6
Furctional versis
ddsional sructares
a. Functional structure

b, Divisional structure m
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ADVANTAGES AND
DISADVANTAGES OF
DIVISIONAL STRUCTURE

Fast response, flexibility in an unstable environment Duplication of resources across divisions.

fvantages and
diadvantages of divional

Fasters concer for customers needs Less technical depth and specialisation in e
divisions
Excellent coordination across functional dup‘lrlhn'ls Poor coondnation across divisions.
Y P for product probl Lesstop
Emphasis on overal product and division goals e
Development of general management skills
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MATRIX APPROACH

« An organisation structure that utilises functional and
divisional chains of command simultaneously in the
same part of the organisation

« Attempt to improve horizontal coordination and
information sharing

< Often used by global organisations
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DUAL-AUTHORITY STRUCTURE
IN A MATRIX ORGANISATION

X 10,8
Dk authory iructars
ina matrs exgasisation
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TEAM-BASED-APPROACH

« Fosters flexibility and quicker responsesin a
competitive global environment

+ Cross functional team:
— Consists of employees from various functional

departments who are responsible for resolving
mutual problems

— Frequently used in change projects
« New product or service innovation
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ADVANTAGES AND
DISADVANTAGES OF TEAM
STRUCTURE

et Dl oyaties and confics
e Reduced bamiers ameng departments, incressed
comgromise

Time and resources spert on mestings

Beter morake, enthusis fram emplayee
Imvohvement

Reduced administrative overheads
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NETWORK APPROACH

« Amost recent approach

Consists of a central hub and a network of outside
specialists

« An extension is the virtual network
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NETWORKAPPROACH TO
DEPARTMENTALISATION

Desgn compary (Canaed [ sccounts e compuny e | I:n 1043
.

epartmentalizsticn

Distriistion campary (Eurape)
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ADVANTAGES AND DISADVANTAGES OF
VIRTUAL NETWORK STRUCTURE

[ aovantaces | EXHIBIT 10.14
Global competitiveness :_dwxui:s md' .
Workforee flexibilty/challenge i
Reduced administrative overhead

| oisaovantaces |
No hands-on control

Can lose organisational part
Employee loyalty weakened
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ORGANISING FOR HORIZONTAL
COORDINATION

« Growing trend toward emphasis on horizontal
coordination:

— Need for coordination
— Need for collaboration
« Focus on re-engineering:
— Radical redesign of business processes to achieve

dramatic improvements in costs, quality, service and
speed

ANNY SAM

DANNY SAMSON _y
TIMOTHY DONNET ¥ CENGAGE
RICHARD DAFT ot © T g s oLt

EVOLUTION OF ORGANISATION
STRUCTURE

oy

structure project manager:
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FACTORS SHAPING
STRUCTURE

» Structure follows strategy
 Structure reflects the environment
« Structure fits the technology
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CONTINGENCY FACTORS THAT
INFLUENCE ORGANISATION

STRUCTURE
Contingency Factors
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ORGANISING FOR SUSTAINABLE
DEVELOPMENT

< Develop a sustainability strategy

Requires leadership from the centre and top of the

organisation, widespread implementation and decision
making

* Involving:

— Strong stakeholder engagement

— Values that include social and environmental
policies and investments

— Employee education and training
— Long-term organisation culture
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