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UNIT-4
STRATEGIC IMPLEMENTATION AND TOOLS

4.2 DESIGNING ORGANISATIONAL STRUCTURE

1. Introduction to Organizational Structure

Definition: Organizational structure defines how activities such as task allocation,
coordination, and supervision are directed towards achieving organizational
goals.

Purpose: It provides clarity on roles, responsibilities, and reporting relationships
within an organization.

2. Types of Organizational Structures

Functional Structure:
o Organizes employees into departments based on similar functions or skills
(e.g., finance, marketing, operations).
Advantages: Specialization, clear career paths, efficiency in operations.
Disadvantages: Limited communication across functions, slower decision-
making.
Divisional Structure:
o Divides the organization into semi-autonomous divisions based on
products, services, or geographic locations.
o Advantages: Focus on specific markets or products, faster response to
market changes.
o Disadvantages: Duplication of resources, potential for competition
between divisions.
Matrix Structure:
o Combines functional and divisional structures, employees report to both
functional managers and project managers.
o Advantages: Enhanced coordination across functions, flexibility in
resource allocation.
o Disadvantages: Complex reporting relationships, potential for power
struggles.
Flat Structure:
o Few or no levels of middle management between staff and executives.
o Advantages: Decentralized decision-making, quick communication.
o Disadvantages: Limited career progression, unclear authority and
responsibility.
Network Structure:
o Outsourcing key functions to third-party entities or collaborating with
external partners.
Advantages: Access to specialized expertise, flexibility.
Disadvantages: Control and coordination challenges, dependency on
external partners.

23BAT614-STRATEGIC MANAGEMENT/SURUTHIKA KA/AP-B-SPINE



(&

N\

- -
>
NSy

3. Factors Influencing Organizational Structure Design

Strategy: Structure should align with the organization's strategic goals and
priorities.

Size: Larger organizations may require more formalized structures to manage
complexity.

Environment: External factors such as industry regulations and market dynamics
influence structure design.

Technology: Advances in technology impact how work is organized and
performed within an organization.

Culture: Organizational culture affects decision-making processes and
communication flows.

Leadership Style: Leadership preferences and styles can shape the design of the
organizational structure.

4. Steps in Designing Organizational Structure

1.

2.

Assess Current State:
o Evaluate the existing structure, identify strengths and weaknesses.
Define Organizational Goals:
o Clarify strategic objectives and priorities that the structure should support.
Choose Structure Type:
o Select a structure type (functional, divisional, matrix, etc.) that best fits the
organization's needs.
Create Roles and Responsibilities:
o Define roles, responsibilities, and reporting relationships for each position.
Establish Communication Channels:
o Set up formal and informal communication channels to facilitate
information flow.
Implement and Monitor:
o Roll out the new structure gradually, monitor its effectiveness, and make
adjustments as necessary.

5. Challenges in Designing Organizational Structure

Resistance to Change: Employees may resist changes to established roles and
reporting relationships.

Complexity: Balancing specialization and coordination can be challenging in
larger organizations.

Silos: Functional structures can lead to siloed departments and limited
collaboration.

Adaptability: Structures may struggle to adapt to rapid changes in the external
environment.

Decision-making Bottlenecks: Hierarchical structures can slow down decision-
making processes.

6. Best Practices for Designing Organizational Structure
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Alignment with Strategy: Ensure the structure supports and facilitates the
achievement of strategic goals.

Clear Roles and Responsibilities: Define roles and responsibilities clearly to
avoid confusion and overlap.

Flexibility: Design the structure to be adaptable to changes in the external
environment and organizational needs.

Communication: Establish effective communication channels to facilitate
information flow and collaboration.

Employee Involvement: Involve employees in the design process to gain buy-in
and support.

7. Tools and Techniques for Organizational Structure Design

Organizational Charts: Visual representations of the structure and reporting
relationships.

Job Descriptions: Detailed outlines of roles, responsibilities, and required skills
for each position.

Process Mapping: Diagramming workflow processes to align with organizational
structure.

Employee Surveys and Feedback: Gathering input from employees on current
and proposed structures.

8. Case Studies of Organizational Structure Design

Google: Matrix structure enabling cross-functional collaboration and innovation.
McKinsey & Company: Functional structure supporting expertise in consulting
services.

Zappos: Holacracy approach promoting self-management and decentralized
decision-making.

Conclusion

Designing an effective organizational structure is essential for achieving organizational
goals and maximizing efficiency. By considering factors such as strategy, size, technology,
and culture, organizations can create structures that facilitate communication,
coordination, and performance. Continuous evaluation and adaptation of the structure
ensure alignment with evolving business needs and external challenges.
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