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ORGANISATION

Which of the following is not an 

example of an organization?

1. A Church

2. A Hospital

3. Pakistan Cricket Board

4. An NGO

5. IBM

6. Iqra University

7. A Political Party





Organizations are

1.social entities that

2.are goal directed

3.are designed as 

deliberately structured & 

coordinated system, 

4.are linked to the external 

environment



The key element in an organization is not a                      
building or a set of policies & procedures.

Organizations are made of                                                                

people and their                                                          

relationship
with one another.

An organization exists when                                                        

people interact with one another                                                 

to perform essential functions that                                                     

help attain goals.

ORGANISATION



IMPORTANCE OF

ORGANIZATIONS

1. Bring together resources to activate 

desired goals and outcomes

2. Produce goods/services efficiently

3. Facilitate innovation

4. Use technology

5. Adapt to and influence a changing 

environment

6. Create values for stakeholders

7. Accommodate ongoing challenges    

of diversity, ethics, motivation & 

coordination of employees



• Classical or Traditional Theory 

• Human Relations or Neo-Classical Theory 

• Decision-Making Theory 

• Systems Approach 

• Weber’s Ideal of Bureaucracy 

• Modern Theory

• Hawthorne Study 

• Motivation Theory 

• Decision Theory 

• Scientific Management Theory and 

• Administrative Theory.

LIST OF 

ORGANIZATIONAL 

THEORIES ARE:-



The Classical Theory:

• The classical or traditional theory concentrates on the formal 

structure of organisation and leaves the human aspect of 

organisation to personnel specialists. The earliest writers on 

organisation, called the classical school, and their successors to the 

present day have discussed how to plan the formal organisation of 

work.

• They have been concerned with the best way of dividing up the tasks 

to be done, with how to group these tasks together into departments, 

and how to deal with the problems of coordination. They have paid 

particular attention to organisational relationships between line 

and staff. They have stressed the need for a clear definition of 

responsibilities and authority. They have sought to enunciate the 

principles, which should be used in designing this formal structure.

• The chief contribution of the classical school is the definition and 

analysis of the tasks that have to be considered in building up an 

organisation. The emphasis is on structural frame work in which 

grouped activities are assigned to people, authority relations                         

are established, individual efforts are properly coordinated                           

and responsibilities fixed. The structure is built to help                       

accomplish enterprise goals more effectively.



The Classical Theory:

• The theory has been criticised on many counts, especially 
by the behavioural scientists. The approach of the classical 
writers is too concerned with the formal structure, not 
sufficiently with the individuals who make the structure 
work. It is a static approach, paying too little attention to the 
many interactions that take place between different parts of 
an organisation. The principles of organisation are too 
broad to provide much help in the actual work of 
organising.

• Some of the principles are contradictory. Herbert A. Simon 
describes some of the principles as “no more than 
proverbs” and being simple generalisations devoid of 
predictive power. Since the classical theory ignores major 
facts of human nature, the newer theorists have developed 
some new approaches to the study of organisation.



The Human Relations 
Theory:

• The human relations theory, also known as neo-classical 

theory, states that while designing an organisation 

structure, the people who are employed there and their 

behaviour should be taken into consideration. No 

manager can think solely of job descriptions, he has also 

to think of why people behave as they do and what 

influences their behaviour.

• The Hawthorne studies, and many subsequent ones, 

have shown that the way the people behave at work is 

affected by many other factors than monetary 

consideration. The organisation is composed of 

individuals with different needs that can be studied               

and of groups of people who develop their own                      

ways of doing things and their own code of                       

conduct.



The Human Relations 
Theory:

• The proponents of the human relations school are 

research oriented. They try to find out what happens 

before seeking to explain it. This approach to the study of 

organisations has contributed much that can be of value 

to the manager – If he looks at a job only from the 

classical point of view, he will think of the tasks that have 

to be done. If he adopts the human relations approach, 

he will appreciate what it is like for the person who has to 

perform the tasks.

• The human relations school has also its limitations.          

Some of its supporters have claimed too much for what 

can be achieved by thinking about peoples’ needs and 

behaviour. Much bigger limitation is that although we 

have learnt a lot about people in organisations,                       

there is still a great deal that we do not understand            

about human behaviour.



The Decision-Making
Theory:

• The next approach to organisation is known as the 
decision-making theory. Herbert A. Simon (who was 
awarded in the year 1978, the Nobel Prize mainly 
on the basis of this theory) regards organisation as 
a structure of decision makers. In an organisation, 
decisions are made at all levels, and important 
decisions tend to be made at higher levels. The 
decision making approach to organisation accepts 
the hierarchical form of organisation.

• Simon suggested that the organisation structure              
be designed through an examination of the                       
points at which decisions must be made and                      
the persons from whom information must be 
required if decisions are to be satisfactory.



The Systems Approach:

• The systems approach looks at the organisation as a total 

system comprising a number of interacting variables. 

This approach emphasises that we should not deal with 

problems in isolation, but consider their interactions. In fact, 

the word system means a regularly interacting or 

interdependent group of items forming a “unified whole”.

• Thus, the systems approach is concerned with the 

interaction between the different aspect of the organisation, 

people, technology, formal structure, the physical setting, 

and environment. The advantage of approaching any 

problem is that it enables us to see the critical variables  

and constraints and their interaction with one another. It 

keeps us alert and constantly aware that one single 

element, phenomenon, or problem should not be                  

treated without regard to its interacting consequences             

with other elements. 



Weber’s Ideal of Bureaucracy:

• Official Jurisdiction on all areas are ordered by rules or 

laws already implemented. There is an office hierarchy; a 

system of super- and subordination in which there is 

supervision of lower office by higher ones.

• The management of the modern office is based upon 

written rule, which are preserved in original form. Office 

management requires that of training or specialization. 

When the office is developed/established it requires the full 

working capacity of individuals. Rules are stable and can 

be learned. Knowledge of these rules can be viewed as 

expertise within the bureaucracy (these allow for the 

management of society).

• When a bureaucracy is implemented, they can provide 

accountability, responsibility, control, and consistency. The 

hiring of employees will be an impersonal and equal 

system. Although the classical perspective encourages 

efficiency, it is often criticized as ignoring human needs. 

Also, it rarely takes into consideration human error or the 

variability of work performances (each worker is different).



Rational System 
Perspective:

• In a rational organization system, there 
are two significant parts- Specificity of 
Goals and Formalization. 

• Goal specification provides guidelines 
for specific tasks to be completed along 
with a regulated way for resources to be 
allocated. 

• Formalization is a way to standardize 
organizational behavior. As a result, 
there will be stable expectations, which 
create the rational organizational 
system.



Scientific Management:
Taylor analyzed how to maximize the amount of output with the least 

amount of input. This was Taylor’s attempt to rationalize the individual 

worker.

i. Divide work between managers and workers

ii. Provide incentive system (based on performance)

iii. Scientifically trained workers

iv. Create a science for each individual’s responsibilities

v. Make sure work is done on time/efficiently

There are problems that arose out of scientific management. One is that 

the standardization leads workers to rebel against mundaneness. 

Another is that workers may reject the incentive system because they are 

required to constantly work at their optimum level, an expectation that 

may be unrealistic.



Division of Labor:
• The division of labor is the specialization of individual labor

roles. It is often associated with increasing output and trade. 
According to Adam Smith, the division of labor is efficient due 
to three reasons – occupational specialization, saving 
from not changing tasks, and machines taking the place 
of human labor.

• Occupational specialization leads to increased productivity 
and distinct skill. Also, Smith argued that human and physical 
capital must be similar or matched; if the skill of workers were 
matched with technological improvements, there would be a 
major increase in productivity.

• Although the division of labor is often viewed as inevitable in 
a capitalistic society, there are several specific problems that 
may arise. They include a lack of creativity, monotony, and 
lack of mobility. Creativity will naturally suffer due the 
monotonous atmosphere that the division of labor creates. 
Doing the same routines may not be for everyone. Also, 
employees aren’t familiar with other parts of the job. They 
cannot assist employers of different parts of the system.



Modernization 
Theory:

• Modernization “began when a nation’s rural population 

started moving from the countryside to cities”. It deals with 

the cessation of traditional methods in order to pursue 

more contemporary effective methods of organization.

• Urbanization is an inevitable characteristic of society 

because the formation of industries and factories induces 

profit maximization. It is fair to assume that along with the 

increase in population, as a result of the subsequent 

urbanization, is the demand for an intelligent and educated 

labor force.

• The growth of modernization took place beginning in the 

1950s. For the ensuing decade, people analyzed the 

diffusion of technological innovations within Western 

society and the communication that helped it disperse 

globally. This first “wave” as it became known had some 

significant ramifications.



Modernization 
Theory:
• It was enhanced from the spread of new 

technological techniques. And second, 
modernization supported a more educated and 
thus a more qualified labor force. The second 
wave took place between the years 1960 and 
1970.

• The last wave of modernization theory, which 
took place in the 1990s, depicts impersonality. 
As uses of newspapers, TVs, and radios 
become more prevalent, the need for direct 
contact, a concept traditional organizations took 
pride in, diminishes. Thus, organizational 
interactions become more distant 
(“Modernization Theory”).



Hawthorne
Study

• The Hawthorne study suggested that 
employees have social and psychological 
needs along with economic needs in order to 
be motivated to complete their assigned tasks. 

• This theory of management was a product of 
the strong opposition against “the Scientific 
and universal management process theory of 
Taylor and Fayol.” This theory was a response 
to the way employees were treated in 
companies and how they were deprived of their 
needs and ambitions.

• In Nov. 1924, a team of researcher from 
Harvard Business school began investigating 
into the human aspects of work and working 
conditions at the Hawthorne plant of Western 
Electric Company, Chicago. The company was 
producing bells and other electric equipment’s 
for the telephone industry.



Hawthorne
Study

• Hawthorne Effect was the improvement of 
productivity between the employees, it was 
characterized by:

i. The satisfactory interrelationships between the 
coworkers.

ii. It classifies personnel as social beings and 
proposes that sense of belonging in the workplace 
is important to increase productivity levels in the 
workforce.

iii. An effective management understood the way 
people interacted and behaved within the group.

iv. The management attempts to improve the 
interpersonal skills through motivations, leading, 
communication and counseling.

v. This study encourages managers to acquire 
minimal knowledge of behavioral sciences to be 
able to understand and improve the interactions 
between employees.



CONTINGENCY
THEORY:

• The Contingency Theory is a class of the behavioral
theory that claims that there is no best way to 
organize a corporation, to lead a company, or to 
make decisions. An organizational, leadership, or 
decision making style that is effective in some 
situations, may not be successful in other situations. 
The optimal organization, leadership, or decision 
making style depends upon various internal and 
external constraints (factors).

• Contingency Theory Factors:

• Some examples of such constraints (factors) 
include:

• The size of the organization

• How the firm adapts itself to its environment

• Differences among resources and operations 
activities



MOTIVATION
THEORY:
It is concerned with the study or 
work motivation of employees of 
the organisation. 

The works are performed effectively 
if proper motivation is given to the 
employees. 

The motivation may be in monetary 
and non-monetary terms. 

The inner talents of any person can 
be identified after giving adequate 
motivation to employees. 

Maslow’s hierarchy of needs theory 
and Hezberg’s two factor theory are 
some of the examples of motivation 
theory.



DECISION 
THEORY
• The other name of decision theory is 

decision making theory. This theory was 
given by Herbert. A. Simon. 

• He regarded organisation as a structure of 
decision makers. The decisions were taken 
at all levels of the organisation and important 
decisions (policy decisions) are taken at the 
higher levels of organisation. 

• Simon suggested that the organisational 
structure be designed through an 
examination of the points at which decisions 
must be made and the persons from whom 
information is required if decisions should be 
satisfactory.



SCIENTIFIC 
MANAGEMENT 
THEORY

• Scientific management theory of F.W. Taylor 
mainly gave importance to shop level employees 
of the organisation. Taylor developed many 
ideas in scientific management due to his early 
experience in a Steel Company.

• He later became the Chief Engineer of the 
company due to his sheer efforts. His scientific 
management theory focused attention on 
performance of job only. He showed how a 
worker can be made to work efficiently and 
increase the production.

• The critics of Taylor argued that his 
specialization principle of work, as per scientific 
management was ineffective and also it could 
not make the employees achieve their maximum 
efficiency at work.



ADMINISTRATIVE 
THEORY

iv. Unity of direction

v. Subordination of individual to general interest

vi. Subordination of individual to general interest

vii.Remuneration

viii.Centralisation

ix. Scalar chain

x. Order

xi. Equity

xii.Stability of tenure

xiii.Initiative, and

xiv.Team work.

These principles also could not make the desired 
effect in organisational approach.



ADMINISTRATIVE 
THEORY

• The theory is very much associated with the proper 

understanding of the task of management. It provides 

directions or principles how to activate management 

effectively. The guidelines enumerated by the theory on 

management principles, objectives and the functions of 

management were also under criticism.

• Henry Fayol stressed effective management principles 

from his past experience as a businessman. He 

separated technical and administrative activities of 

management to distinguish them as two separate 

activities.

i. Division of work

ii.Authority and responsibility

iii.Discipline

iv.Unity of command









INNOVATION

Innovation is depicted as a key to economic 
development.

• Product-evolution process –

Process through which innovation 
is developed and commercialized.

• Iterative synthesis –

The intersection of knowledge and 
social need that starts the product 
development process.

Three types of innovation:

• Ordinary - New products with little 
technological change.

• Technological – New products with 
significant technological advancement.

• Breakthrough – New products with 
some technological change.



INNOVATION



INNOVATION





INNOVATION



INNOVATION

I. Recognition of social needs

II. Initiation of technological Innovation

III. Iterative synthesis leading to Invention

IV. Development phase

V. Industrial Phase



ORGANIZATIONAL DESIGN
5 FACTORS AFFECTING 





1. STRATEGY

• The organizational strategy is the most 
important starting point for the organizational 
structure and design. 

• Michael E. Porter proposed that organizations 
can compete through lower cost or through 
the ability to offer distinctive products and 
services which command a premium price. 

• The second step is to determine whether the 
organization has a narrow or broad scope. 
This means that the organization either 
competes in many or in select customer 
segments.



2. ENVIRONMENT

• The environment also impacts 

organizational structure and design. The 

industry, raw materials, (labor) market, 

(international) governmental, and 

sociocultural influences all shape the 

required design to different degrees.

• The most important factor is environmental 

stability. There are two dimensions that 

influence environmental stability:

• Simple-complex dimension

• Stable-unstable dimension



2. ENVIRONMENT

• Simple-complex dimension. This refers to 

the degree to which external factors influence 

the organization and competition. These are 

multiple for large companies such as PIA and 

PTCL. In comparison, a family-owned 

hardware store which faces low 

environmental complexity.

• Stable-unstable dimension. This refers to 

the elements in the environment that are 

dynamic. Big consumer brands like 

McDonald’s are influenced by online media. 

They are highly visible on platforms like 

Twitter, Instagram, and TikTok, and a single 

tweet or blog post can greatly damage a 

brand. On the other hand, public utility 

companies have been stable for a long time



3. TECHNOLOGY

• Technology greatly influences organizational 

design. We saw this through the COVID-

crisis where many companies effortlessly 

went digital and some even closed their 

offices.

• Information Technology enables 

organizations to become more decentralized, 

improve horizontal coordination through 

intranets, and external collaboration 

becomes possible through extranets



4. SIZE & LIFE CYCLE

• Size is another factor that impacts organizational 

design. Small organizations are usually responsive, 

flexible, flat, organic, and entrepreneurial. Large 

organizations create value through efficiencies, have 

a global reach and brand, a more stable market, and 

put more emphasis on managers. This leads to 

different organizational design choices.

• As organizations grow, they go through different 

stages of development. Knowing which stage an 

organization is in helps to spot misalignment 

between the organizational goals & strategy & the 

organizational structure. In addition, it helps to 

identify which crisis the organization is likely to face.



5. CULTURE

• Every organization has its own unique 

culture based on their values, 

assumptions, beliefs, attitudes, feelings, 

stories, heroes, symbols, language, and 

habits. These cultures are best 

summarized in the competing values 

framework.

• This framework proposes that there are a 

number of competing values in an 

organization: flexibility vs. stability, and an 

internal vs. external focus. 

• The values compete, meaning that it is not 

possible to be both stable and flexible, or 

both internal and external focused.







GAINING 
COMPETITIVE 
ADVANTAGE 

Organizations are discovering that organizational 

design, change and redesign are a source of 

sustained competitive advantage. 

• Competitive advantage – the ability of one 

company to outperform another because its 

managers are able to create more value from the 

resources at their disposal. 

• Core competences – managers’ skills and 

abilities in value-creating activities. It allow a 

company to develop a strategy to outperform 

competitors and produce better products, or 

produce the same products but at a lower costs. 

• Strategy – the specific pattern of decisions             

and actions that managers take to use core 

competences to achieve a competitive              

advantage and outperform competitors.



HOW DO MANAGERS 
MEASURE 

ORGANIZATIONAL 
EFFECTIVENESS? 

Control 
(external resource approach)

Innovation 
(internal systems approach)

Efficiency 
(technical approach) 



• Control (external resource approach) –

having control over the external environment 

and having the ability to attract resources and 

customers (goals: lower costs of input, 

obtain high quality, increase market share). 

• Innovation (internal systems approach) –

developing an organization’s skills and 

capabilities so the organization can discover 

new products and processes. It also means 

designing and creating new organizational 

structures and cultures that enhance a 

company’s ability to change, adapt and 

improve the way it functions (goals: cut 

decision making time, increase rate of 

product innovation, reduce conflict). 

• Efficiency (technical approach) – developing 

modern production facilities using new 

information technologies that can produce and 

distribute a company’s products in a timely and 

cost-effective manner. It also means 

introducing techniques like internet-based 

information systems, total quality management 

and just-in-time inventory systems to improve 

productivity (goals: reduce costs, improve 

service

How do managers measure organizational effectiveness? 







1.Specialization principle. 

This principle states that boundaries should exist 

to encourage the development of specialist 

skills. The test here is if any specialist cultures, 

which are entities that have to be different from the 

rest of the organization, have sufficient protection 

from the influence of the dominant culture.



2. Co-ordination principle. 
This principle states that activities that are done 

should be coordinated in a single unit. This unit can 

be a business unit, business function, (horizontally 

coordinating) overlay unit, sub-business, core resource 

unit, shared service unit, project unit, or parent unit. 



4 LEVELS OF STRATEGY





3. Knowledge and competence 

principle. 

This principle states that responsibilities should 

be allocated to the person or team best fit to 

do them. 

This means that tasks are retained by higher 

levels based on their knowledge and 

competitive advantage. If this is not the case, 

they should be positioned lower in the 

organization.

This means that the CEO should not be    involved 

in every decision – especially not decisions that 

involve specialists with                                                      

much more subject-matter knowledge. 

The CEO is there for the big picture                                

and to balance complex decisions                                    

that impact the organization and strategy.



4. Control and commitment principle. 

This principle is about having effective control on the one hand while 

maintaining engagement and commitment on the other hand. This is 

always a balance. 

The test here is to have a control process that is aligned with the unit’s 

responsibility, cost-efficient to implement, and motivating for the people in 

the unit.



5. Innovation and 
adaptation principle

This principle states that 
organizational structures should be 
sufficiently flexible to adapt to an ever-
changing world. 

The test here is that the                 
organizational design will                              
help the development of                              
new strategies and to                             
adapt to future changes. 



6. Organisational
Theory, Structure 
and Design-OTSD

• Increase Specialization & Division 
of labour

• Use large-scale Technology 

• Increases the value that the 
organization can create 

• Manage the external 
environment 

• The use of an organization allows 
people jointly to: 

• Economize on transaction 
costs 

• Exert power & control



Hierarchical Structure

• The hierarchical model is the most 
popular organizational chart type.  
There are a few models that are  
derived from this model.

• In a hierarchical organization 
structure, employees are grouped with 
every employee having one clear 
supervisor. The grouping is done based 
on a few factors, hence many models 
derived from this. 



FUNCTION
Employees are 

grouped according to 

the function they 

provide. 

The functional org 

chart may have 

finance, technical, HR 

operations, marketing, 

procurement and 

admin groups.

DIVISIONAL DESIGN
As companies began making different products, acquiring other companies, 

or expanding into new geographical areas, they often split into divisions.

Each division has its separate 

profit-and-loss statement.

The separation makes the 

performance of each division 

clear to everyone, including 

investors. It also means that it 

doesn’t affect other parts of 

the business if a division fails.

PRODUCT 
If a company is 

producing multiple 

products or offering 

different services it 

can be grouped 

according to the 

product or service.

GEOGRAPHY

Employees are grouped 

based on their region. 

For example in Pak 

employees might be 

grouped according to 

the provinces. 

If it’s a global company 

the grouping could be 

done according to 

countries.



Classical

• Division and specialization of labor - match 
the person to the job

• Chain of command a power structure - staff, 
line authority

• Organizational structure - pictures of
relationships

• Span of control - number of subordinates (8)



BUREAUCRACY
‘Bureau’ means desk; ‘Cracy’ means rule 

; Bureaucracy means rule of the desk 

Common qualities attributed 

to a bureaucracy; 

• Inefficiency 

• Red Tapeism

• Paper shifting 

• Rigid application of rules 

• Redundancy of efforts 
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BUREAUCRACY
Features of a Bureaucracy 

• Division of labour 

• Hierarchy 

• Regulation 

• Impersonality 

• Record keeping 

• Administrative staff 

• Career structure/ orientation

https://image.slideserve.com/663841/slide12-l.jpg


1. Operating core Staff

2. Middle Management

3. Technical or support staff

4. Strategic Apex Planners, 
decision makers

Four Components of 

a Fully Developed 

Organization



• Mechanistic vs. Organic 

• Classical form of Bureaucracies- Basis of 

Legal Authority, Logic and Order 

• Centralization vs. Decentralization 

• Chain of Command and Span of Control 

• Formalization-written rules,regulations, 

policies and procedures 

• Specialization 

• Standardization 

• Stratification- inhibits free flow of superior-

subordinates interaction 

• Tall and Flat structures 

• Line and Staff functions 

• Departmentalization 

• Functional, Product and Matrix Structures 

• Hybrid Structures

ORGANIZATION 
DESIGN ASPECTS





MECHANISTIC ORGANIC

Individual Specialization Employees work separately and 

Specialize in one clearly defined Task 

Joint Specialization Employees work together and 

Coordinate their actions to find the best way of 

performing a task 

Simple integrating mechanisms. Hierarchy of authority 

is clearly Defined and is the major Integrating mechanism. 

Complex Integrating Mechanism. Task forces and 

teams are the Major integrating mechanisms 

Centralization Authority to control tasks is kept at the top 

of the organization. Most communication is vertical 

Decentralization Authority to control tasks is Delegated to 

people at all levels. Most Communication is lateral 

Standardization. Extensive use is made of rules and 

SOPs to coordinate tasks, And work process is 

predictable 

Mutual Adjustment. Extensive use is made of face-to 

face Contact to coordinate tasks, and work Process is 

relatively unpredictable 

Status-Conscious. Formal Organization. Employees 

protect their area of authority and responsibility from 

others 

Expertise-Conscious. Informal Organization. 

Employees share their skills with others and authority 

and responsibility change Over time





MATRIX ORGANIZATION STRUCTURE



MATRIX 
ORGANIZATION

ADVANTAGES 

• Is oriented towards end results 

• Professional identity is 
maintained 

• Pin-points product-profit 
relationship 

DISADVANTAGES 

• Conflict in organization authority 
exists 

• Possibility of disunity of 
command exists 

• Requires manager effective in 
human relations
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Making Matrix Organization Effective: 

1. Define objectives clearly 

2. Clarify roles. Authority and responsibilities of 
managers and team members 

3. Influence based on knowledge & information 
and not on rank 

4. Balance power of project and functional 
managers 

5. Provide an experienced manager to head 
project-leadership 

6. Install cost ,time, quality controls-deviations 

7. Reward project managers team members 
fairly

MATRIX 
ORGANIZATON



MATRIX      
ORGANIZATON

Problems with Matrix Organizations 

1. State of conflict between functional and project 
managers 

2. Role conflict, role ambiguity, role overload                          
leading to stress 

3. Managers try to protect themselves from                          
blame by putting everything in writing                              
thereby increasing administrative costs 

4. Matrix organization has many time-
consuming meetings 



• Part of strategic planning.

• Long range 3-5 years.

• A structure through which 
individuals cooperate 
systematically to conduct 
business.

• Most common form is the pyramid.

DESIGNING AN EFFECTIVE 
ORGANIZATIONAL STRUCTURE







• Enables a smooth flow of 
responsibility and
accountability

• Distributes decision 
making

FRAMEWORK



• Describe who will do what job

• Identify what and how much authority

• Focus on specific outcomes or product

SPECIALIZATION/FUNCTIONAL AREAS





• Flat, horizontal,

• Few levels

• Managers have more people

• Slow, equality

• Tall, vertical, Many levels

• Fast, leader focused

POINTS TO CONSIDER FOR 
ORGANIZATIONAL 
STRUCTURE



• Line direct reporting.

• Solid line, Uses a clear chain of command.

• Staff consulting or support.

• Dotted line, Includes functional groups who provide advice, 

guidance and special services to line members.

LINE/STAFF



• Information

• Power

• CEO

• Authority

• Responsibility

• Management

• Staff/workforce

CLASSIC ORGANIZATIONAL STRUCTURE



ORGANIZATIONAL 
STRUCTURE

An important aspect of structure is Complexity 

which consists of three aspects: 

• Vertical - how deep 

• Horizontal - how wide 

• Geographic - how spread 

Another aspect of structure is Formalization 

which is the degree to which rules and 

procedures are spelt out in the organization. 

The third aspect is Centralization which implies 

where decisions are made in the organization 
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• Therefore by structure we mean “ the 
distributions, along various lines, of 
people among social positions that 
influence the role positions among these 
people.” Implications are 

• Division of labor- people are given different 
tasks or jobs 

• Organizations contain ranks or hierarchies 

• The positions that people fill have rules and 
regulations that specify in varying degrees, 
how the incumbents are to behave in those 
positions



Organizational structures 
serve three basic functions 

• Produce organizational outputs to 
achieve organizational goals 

• To minimize or at least regulate 
the influence of individual 
variations on the organization. 
This is done to ensure that 
individuals conform to 
requirements of the organization 
and not vice versa 

• Structures are the settings in 
which power is exercised( 
structures also set or determine 
which positions have power in 
the first place



• STRATEGY 

• ORGANISATION SIZE 

• TECHNOLOGY 

• ENVIRONMENT 

Strategy is a process that 
results in an outcome which is 
the basis for organizational 
decisions and actions. 

FACTORS WHICH 
AFFECT STRUCTURE
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• Innovation Strategy 

• Cost Minimization Strategy 

• Imitation Strategy 

THERE ARE                
THREE STRATEGY 
DIMENSIONS 



emphasizes the introduction of major 

New products and services. 





× Cost Minimization Strategy emphasizes tight cost 

controls, Avoidance of unnecessary innovation or 

marketing expenses, And price cutting. 



× Imitation Strategy seeks to move 

into new products or new Markets 

only after their viability has already 

been proven.



IMPACT OF 
STRATEGY ON 
STRUCTURE

Strategy can be defined as the 

determination of the basic long-term goals 

and objectives of the enterprise, and the 

adoption of courses of action and allocation 

of resources necessary for carrying out the 

goals. 

Decisions involve: 

• Expanding the volume of activities 

• Setting up distant plants and offices 

• Moving into new economic functions 

• Diversifying into many lines of business 

involving defining new basic goals 
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• Innovation: it means that strategy does not mean merely simple and cosmetic changes but 
meaningful and unique innovations e.g.3M OR Apple Computers 

• Market Differentiation: strives to create customer loyalty and uniquely meeting a 
particular need e.g. designer apparel or MERC 

• Breadth: the scope of the market the business caters to in terms of geographical range 
and number of products 

• Cost Control: considers tightly controlled costs, refrains from unnecessary expenses and 
cuts prices  e.g. Walmart

There are four dimensions to Strategy 



As an organization grows there is bound to be an impact on its structure. Generally, large organizations-
those employing 2000 or more employees tend to be : 

• More Specialized 

• More Departmentalized

• Have more vertical levels 

• More rules and regulations when compared to smaller organizations. 

Furthermore, size affects structure at a decreasing rate for e.g. an 
organization of 2000 employees is as it is fairly mechanistic and 
an addition of another 500 employees will not have any impact. 

But an organization of 300 employees if it adds another 500 
employees will have a substantial impact in terms of developing a 
more mechanistic structure



• Technology involves many elements 
including engineering, organizational 
know-how, and economic, societal and 
managerial factors-internal(cultural) and 
external( technical) factors.

• Technology is a set of specialized 
knowledge applied to achieving a 
practical purpose. 

• Hard Technology – plant, machinery and 
equipment 

• Soft Technology - training, know-how and 
more efficient means of organizing existing 
factors of production including goods and 
services



Categories of Technological Change: 

1. Increased ability to manage Time and 
Distance 

2. Increased ability to generate , store , 
transport and distribute energy, electricity 
etc. 

3. Increased ability to design new materials 
and change properties of others 

4. Mechanization or automation of physical 
resources 

5. Mechanization or automation of mental 
resources 

6. Extension of human ability to sense things 

7. Increased understanding of individual/ 
group behaviour 

8. Increased ability to understand diseases 
and their treatment



• Greater productivity 

• Higher living standards 

• More leisure time 

• Greater variety of products 

BENEFITS OF TECHNOLOGY 

• Traffic jams

• Pollution of air & water

• Energy shortages

• Loss of privacy 

N. B.  There is need for a balanced approach to Technology introduction

PROBLEMS OF TECHNOLOGY 



PRODUCT ORGANISATION

Product - Inventory

Goal - Access

Process - Sequential events

Geographic Location, region, international

Function - Accounting, Sales

Customer - Retail store, maximize ease of shopping



• Based on efficiency

• Sequential philosophy

• Shift from pyramid 
control to network and 
matrix relationships

PROCESS ORGANIZATION



Supervision 1 : 4 Supervision 1 : 8



organizational general and specific environment



1

5
6

4

3

2
Why are we in 

business ?
DRIVING FORCE
Vision & Mission

How do we do 
business ?
CLIMATE

Culture & Values  

Where we are 
now?

OCA & SWOT

Where do we want 
to be?

Goals & Objectives

How can we get there?
STRATEGIES

Tactics & Resources

How will we know we’ve arrived ?
Coordination, Budgets, Controls, 

Reports & Milestones 



Where do we want to be?
Goals & ObjectivesWhere we are now?

OCA & SWOT







Vision

Right Skills

Action Plan

Required Resources

Rightly Compensated



Vision Skills Incentives Resources Action Plan ALIGNMENT

Skills Incentives Resources Action Plan CONFUSION

Vision Incentives Resources Action Plan ANXIETY

Vision Skills Resources Action Plan GRADUAL CHANGE

Vision Skills Incentives Action Plan FRUSTRATION

Vision Skills Incentives Resources FALSE STARTS

Vision + Right Skills + Action Plan + Required Resources + Rightly Compensated







Is usually a battlefield 
for a bigger issue.



• Harmony is normal and conflict is abnormal.

• Conflicts and disagreements are the same.

• Conflict is the result of “personality problems.”

• Conflict and anger are the same thing.



• Lack of Communication

• Value conflicts

• Lack of effective leadership/decision-making

• Discrepancies in role performances

• Low productivity

• Unresolved prior conflicts



Conflict is a natural disagreement resulting 
from individuals or groups that differ in 

attitudes, beliefs, values or needs. It can 
also originate from past rivalries & 

personality differences.



Interaction between 

interdependent parties who perceive 

incompatible goals and 

interference in achieving their goals.



INTRAPERSONAL

INTERPERSONAL

INTRAGROUP

INTERGROUP

Inside Ourselves

Between two or more people

Within or inside a group

Between two or more groups



05

04

03

02

01

Relationship 
Problem

Not A 
Problem

Substantive 
Problem

Structural 
Problem

Values 
Problem



All people are different.  

We have different likes, dislikes, 
beliefs, and values.  

These differences make up our 
individual perspective





It will tilt.
It’s because of the
principle of Buoyancy.
Although the two objects
are of the same weight,
when they are immersed
in water they go through
weight loss. The weight
loss is equal to the water
displaced. So the larger
object — the stone — will
displace more water
than the iron weight. So
the scale will tilt.



POSITIVE ASPECTS 
OF CONFLICT
• Opens communication 

between people

• Replacement of old goals 
with more relevant ones

• Increase innovation 
through a greater diversity 
in view points

• Strengthens relationships

• Improves problem solving 
skills

NEGATIVE ASPECTS 
OF CONFLICT

• Misallocation of resources

• Barriers to communication

• Lowers productivity

• Stressful

• Creates “us versus them”

• Produces irresponsible 
behavior



• Is it a real problem worth 
solving

• What's the root cause

• Prepare the group to work 
towards a mutually agreeable 
solution

• Prepare them to listen

• Remind participants that it’s 
all right to disagree
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1. No hitting

2. No personality attack (name calling destroys ego, 
you can never take back what you say in anger.)

3. Attach the problem, be specific, do not bring in other 
issues until this one is finished.

4. Fight in private.  Do not involve others.

6. Fight it out at the time, if you can.  Do not let if build 
and fester.  However, if a time out is needed, use it 
constructively and agree on a time to resolve the 
problem at hand.

6. No refusing to quarrel or withdrawing before 
it is finished.

7. Talk one at a time and listen when the other is talking.  
You are responsible for understanding the other 
person’s point.

8. No mind reading. You cannot assume what the other 
person is thinking or expect them to know what you are 
thinking.

9. Come to conclusion, then let it end; compromise, if you 
can.  Give in occasionally, agree to disagree.


