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PREFACE

In today’s volatile business environment, organdizet design presents a
serious challenge to any manager, whether of aimatittnal corporation or a
small team. To work effectively, managers must hawdear understanding of
organizational structure. The structure definesftmework for the operation
of an organization both through defining the plateach member (in terms of
division of work, tasks, and duties) and throughedaining their desired
conduct and behaviour (patterns of impersonal forrekations, hierarchical
communication, and norms of conduct based on ogls}li Consequently,
organizational structure has a crucial control fiomcminimizing the amount of
randomness and unpredictability of organizatioredldviour. At the same time,
it is affected by many factors and circumstanceghvinfluence its form and
shape. These factors are both external (companiroanvent) and internal
(human resources, organizational culture, technplagnd company size).
Another vital factor determining organizationalustiure is company strategy.

Organizational structure is the result of businpesctice as well as the
implementation of concepts created by the study oofanization and
management. Views on organizational structure haaergone evolution and
have moved from hierarchical and vertical strucwavards organic concepts
which, to an ever increasing degree, take into idenation heterarchy and
horizontal structures.

The main aim of this monographis the issue of organizational structures
and the principles of their design in the procefssomnpany development. The
design of organization used to be and is one ofrtbst important challenges for
those who manage companies regardless of compaey kEgal form, or
specificity of its operation. Efficient operatingf @ company requires an
appropriate organizational structure matching otkefutions adopted and
corresponding to the stage of the company’s devedop.

In the monograph, the reader will find a discussidrselected issues of
organizational structure design, particularly ie tontext of selected strategies
of company development.

The book consists of 4 parts. Thiest part presents basic information on
organizational structures, that is, the concepgmehts, and functions of
company organizational structure and the factorfecahg the form of
organizational solutions. Particular attention &dpto the development of a
company as a determinant of its organizationakttire.



In thesecond part,the procedure of designing an organization isusised.
Basic context features of organizational structuike specialization,
configuration, centralization, coordination, forimation, and others, which
often constitute a designing dilemma, are presemeel.

The third part is devoted to the typology of company organizationa
structures. Traditional (hierarchical) organizatibstructures, contemporary as
well as modern and future forms of organizationdiseussed here.

The fourth part presents resultfom a study on designing and changing
organizational structures in Polish companies ie ttontext of selected
development strategies. Separate sections are edeviot the features of
organizational structures of companies which impmgetn strategies of
specialization, diversification, and restructuriiitne study presented in this part
was conducted at the Management Department of gohinical University of
L6dz in the years 2001-2006. The research comprisesfalh@wing three
research projects:

» ‘“Features and Effects of Organizational and EmpleytrRestructuring

on the Example of Large Enterprises” — a projeatdemted with a
sample of 65 large Polish enterprises between 26612002;

* “Organizational Restructuring of Industrial Entesps in the tod
Region” — a project conducted with a sample of &fé enterprises in
£6dz in 2003;

* “The Influence of Strategy on Company Organizaticn’a project
conducted with a sample of 79 large Polish entsegrin 2006.

The research tool employed comprised postal aeghehe polls supported
by an Internet questionnaire in the first projeidte respondents included the
representatives of top management or persons apddiy them.

The book is intended for managers and specialistspansible for
organizational and development activities in congams well as for scholars
and students conducting research on organizatiatesdign in company
development conditions.

The author expresses her gratitude to all who hawaributed to the
publishing of this book and at the same time, atscegsponsibility for all of its
flaws and deficiencies.

Agnieszka Zakrzewska - Bielawska



1. FUNDAMENTALS OF ORGANIZATIONAL
STRUCTURE

1.1. Notion of Organizational Structure

According to Harold J. Leavitt, organizational sture is inextricably linked
to technology and people who perform particulakg¢aCharles Handyhas
shown that it is also directly linked to corporatdture. Organizational structure
is the form of an organization that is evidenthe tvay divisions, departments,
functions, and people are linked together and dcterlt reveals vertical
operational responsibilities and horizontal linkagad may be represented by
an organization chart. But organizational structigraot a notion that is easily
interpreted in an unambiguous manner. There arey mafnitions of company
organizational structure in the literature. Theuatess and lack of uniformity
in understanding this term results, first of algrh the internal complexity of the
notion of organizational structure, from objectigdficulties connected with
distinguishing organizational structure from theolghsystem and isolating it
from the variously defined sub-systems of a companyg from a multiplicity of
assumptions and research attitudes adopted by rauthong to define this
notion?

Some authors treat the structure of an organizatsom method of linking its
elements into a whole, taking into account the commoal and environmental
conditions? According to other scholars, an organizationalctire means the
entirety of functions and relations defining in @nhalized way its mission,
which should be pursued by all organizational umitgording to principles
worked out between the particular parts of an degdiorf. Others still
understand the organizational structure of a comparits division into smaller

1 Ch. B. HandyUnderstanding Organizationgth edition, Penguin Business, London 1993

2 A. Nalepka, A. KozinaPodstawy badania struktury organizacyjnéyydawnictwo Akademii

Ekonomicznej w Krakowie, Krakéw 2007, p. 12

M. Przybyta: Struktury organizacyjne przedbiorstw in ,Struktury organizacyjne

przeds¢biorstw i ich ugrupowa” R. Krupski, M. Przybyta (eds.) Ossolineum, Wrocta994,

p. 14

4 Strategor:Zarzdzanie firng. Strategie, struktury, decyzje z$amaé, PWE, Warszawa 2001,
p.281
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parts (departments, units) along with establishirr tasks, competences and
responsibilities and defining relations betweemthavith the most important

one being the relation of subordinafiotWhen analyzing the most popular
definitions of organizational structure, they maydivided into three categories,
i.e.: definitions placing emphasis on the elemarfta whole system and their
arrangement, definitions accentuating relationsuoany between the elements
of a whole system, and definitions stressing bdta &rrangement of the

elements of a whole system and relations occurbetyveen them. Sample
definitions of each category of organizational ctinee as formulated by some
authors are presented in Table 1.1.

Table 1.1.Definition of organizational structure accordigselected authors

and resources in an organization.

Strategor

of a whole system

All the functions and relations descigbin a

formalized way the mission which each
organizational unit should fulfil and principles pf

cooperation between particular parts of
organization.

J. Zieleniewski

Focus on relations between the elements

All the relations between the pasfsa whole
system and between individual parts and

whole system, which are significant from the

Q@ Author | Definition of organizational structure
< _ H. Mintzberg The ways in which labour is dividedardistinct
i o tasks and coordination is achieved among these
5 £ tasks.
02 R.W.Griffin A set of construction elements which ynhe
s used in shaping an organization. The result of
g © their use in the concrete arrangement of |the
© g elements of an organization and their
23 interrelationships.
c S D. L. Nelson The linking of departments and jobs within an
= J.C. Quick organization
3 % M. Przybyta The method of grouping elements intafale
g2 taking into consideration the common goal and
environmental conditions.
J.G. March Those aspects of the pattern of organizatignal
H.A. Simon behaviour which are relatively stable and
undergo only certain changes.
J.A. Pearce, A formalized arrangement of interactiops
R.B. Robinson, Jr.| between and responsibility for the tasks, people,

an

the

point of view of its organization.

5 S. SudotPrzedsibiorstwo. Podstawy nauki o przeglsiorstwie. Teorie i praktyka zaydzania
TONIK ,Dom Organizatora”, Torfi 2002, p. 221



Focus on the arrangement

of the elements of a whole
system as well as on relations

J.A.F. Stoner It is a framework that managers devise ffor
E.E. Freeman dividing and coordinating the activities of
D. R. Gilbert Jr. members of an organization

G.A. Cole An intangible web of relationships betwee

people, their shared purposes, and the tasks|they
set themselves to achieve those purposes.

etween thel

S. Sudot Division into respectively smaller parts

(departments and units) along with setting their
tasks, competence and responsibility and setting
relations and connections between them.

Source:based on H. MintzbergStructure in Fives: Designing Effective Organieas, Prentice

Hall, Englewood Cliffs 1993R.W. Griffin R.W.: Management4th edition, Houghton
Mifflin Company, Boston 1993; D.L. Nelson, J.C. Quitkyderstanding Organizational
Behavior. A Multimedia Approag¢tSouth Western, Ohio 2002; M. Przybyfatruktury
organizacyjne przeddbiorstw in ,Struktury organizacyjne przegbiorstw i ich
ugrupowa” R. Krupski, M. Przybyta (eds.) Ossolineum, Wrocta®9@; J.G. March, H.A.
Simon: Organizations2 edition, Wiley-Blackwell 1958; J.A. Pearce, R. B.bRmon, Jr.:
Strategic ManagementMcGraw-Hill, New York 2007; StrategorZarzdzanie firng.
Strategie, struktury, decyzje, zéama¢, PWE, Warszawa 2001; J. Zieleniewski:
Organizacja zespotéw ludzkichWydawnictwo Naukowe PWN, Warszawal972; J.AF.
Stoner, R. E. Freeman, D.R. Gilbert Management6th edition, Prentice Hall, Englewood
Cliffs, New Jersey 1995; G.A. Col@rganizational BehaviqrDP Publications, 1995; S.
Sudot: Przedsgbiorstwo. Podstawy nauki o przegsiorstwie. Teorie i praktyka
zarzgdzanig TONIK ,Dom Organizatora”, Tonu 2002

Despite the multitude of approaches to organizatigtructure, there are
three key components in its definition. First,amizational structure designates
formal reporting relationships, including the numioé levels in the hierarchy
and the span of control of managers and superviSasond, it identifies the
grouping together of individuals into departmentsl adepartments into the
whole organization. Third, it includes the desidrsypstems to ensure effective
communication, coordination, and integration ofodf across departmer‘?ts.
These three elements of structure pertain to bettical and horizontal aspects
of organizing. For example, the first two elemeauts the structural framework,
which is the vertical hierarcHyThe third element pertains to the pattern of
interactions among an organization’s employeaa.ideal structure encourages
employees to provide horizontal information andrdamation where and when
it is needed.

6. Child:Organization,Harper & Row, New York 1984

" H. Willmott: The Structuring of Organizational Structure: A NetAdministrative Science
Quarterly 26/1981, p.470

8 R.L. Daft: Understanding the Theory and Design of Organizaidrhomson South- Western,
United Kingdom 2007, p.190



Organizational structure may be defined in a staticdynamic way. A
static approach toorganizational structurdisregards the time factor, presents
relations between elements at a given moment ad asltheir spatial
arrangement. It means that organizational strudnara the static perspective
determines the arrangement of people and resounaag, division, decision
structure, coordination mechanisms, tasks, competend responsibility, a
general policy, and rules for its implementationucl® an approach to
organizational structure is reflected in a graph&y as an organizational chart.
Such components of organizational structure as plackes, organizational units
and management levels are easy to identify inte gigesentation.

A dynamic approach to organizational structuretakes into account the
time factor and involves the way in which processesing up the operation
and development of an organization are arrangeelsd processes involve: work
processes, document circulation, flow of informatilow of capital resources,
programmes, and plans.

There occur certain connections and relations tetvparticular elements of
an organization. All of these relations altogetaer often given in the literature
the common name of organizational bonds. Due taliteztion of connections,
organizational bonds are classified in the follogwmay:

» formal bonds (linear, hierarchical) occurring in the context of the
assignment of decision authority — they expresmé&brsubordination:
superior — subordinate;

» functional bonds — occurring in the context of the diversificatiof
professional competence. They may take place inl doen: as
functional hierarchical bonds, i.e. formal bondsween functional
superiors and subordinates (these give the pasggimf decision
making, but only within the framework of particulamctions) and as
functional supporting (advisory) bonds, the esseariaehich is to advise
and give opinions without the right to take deaisio

» technical bonds- occurring in the context of work division; thaye
relations between units taking part in one techgiokd process using
the same technology (e.g. workers at an assenmdy; li

» information bonds - occurring in the context of information exchange
and imposing on all members the obligation of mutechange of
information.

Particular types of organizational bonds may owerlmformation and
functional bonds are secondary in relation to @fiand technical bonds. The
type of dominant bond in a company defines theatdtar of its organizational
structure and the manner in which it operates.hatdame time, descriptions of
particular bonds are included in organizational whoents (statutes, schemes,
instructions, organizational rules, proceduress lif responsibilities, etc.) These
jointly define order in an organization and consétits formal organizational

® W. Kiezun, Sprawne zarzlzanie organizagj Oficyna Wydawnicza SGH, Warszawa 1997, p.
275.



structure’® There is also arinformal organizational structure in each
organization. It is defined as undocumented and officially ungrired
relationships between members of an organizatiahitievitably emerge out of
the personal and group needs of employees. H.Aorsihas described it as
interpersonal relationships in the organizatiort #ffect decisions within it but
are either omitted from the formal scheme or attecoasistent with it! One of
the first scholars to recognize the importancentdrimal structures was Chester
Barnard” He noted that informal relationships help orgatiiza members
satisfy their social needs and get things done.al4® noted that formal
organizations come from informal ones, which areessary for them to
function. On the other hand, any formal organizaticeates, in the course of its
operations, an informal organization. Thereforee @annot exist without the
other.

Another modified approach to the issue is givervbyBielski, who analyzes
the views of various authors on this subject, astingjuishes?

» a formal structure which includes a record, in foem of numerous
documents, of all the organizational bonds existimgn organizational
structure;

* an informal structure which encompasses organizaticeelations which
deviate from the formal organization;

* an unformalized structure which encompasses orgtoiml relations
existing within the margin of freedom that is deliately left to
members of an organization as to the way in wharhraon goals are to
be pursued. It supplements the formal structure;

» anon-formal structure understood as non-orgawizatirelations which
encompass all the individual and group behaviowulting from
discrepancy or incomplete uniformity of individwadd group goals with
the organization’s goals. These relations simplyoagany the formal
structure rather than modify or supplement it.

Static and dynamic, formal and informal approachesorganizational
structure are still insufficient for a full analgsof structural solutions or for
designing new ones. As a result of research coaduat Aston University in
Birmingham (the so-called Aston School), there ar@s multi-dimensional
concept, making it possible to analyze organizatfiostructure in five
dimensions: specialization, configuration, cennation/decentralization, co-
ordination, and formalizatiolf. These qualities are often defined as features or

91 .J. Mullins: Management and Organizational BehayiBitman Publishing, London 1996, p.72

1 H A. Simon:Administrative Behavigi3rd edition, Macmillan, New York 1976, p. 270

12 Ch. 1. BarnardThe Function of The Executiv€ambridge Mass: Harvard University Press
1968, p. 140

13 M. Bielski: Organizacje. Istota, struktury, procesWydawnictwo Uniwersytetu t6dzkiego,
t06dz 1997, p.173-174

' D.S. Pugh, D.J. Hicksor@rganizational Structure in its Context: The Astorogtamme |
Gower Publishing 1976
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design dilemmas of organizational structure andl el discussed further on in
the monograph.

A company's organizational structure changes in etinundergoes
modifications along with its development, with thewing complexity of its
organization, environment, and tasks. However hitags constitutes a factor
organizing a company, reducing uncertainty, andeastlining decision
processes. It also fulfils many other importantcfions in a company.

1.2. Functions of Organizational Structure

Organizational structure mainly plays a regulatnoge in a company. It
minimizes arbitrariness and unpredictability of amgational behaviour through
structuring elements and actidiisStructuring involves the reduction of the
company’s complexity, divides its members into @as groups, and assigns a
place to each member by delegating power, worksteend duties. Structuring
actions means defining general rules of behaviouthie organization, the
institutionalization of norms of mutual conductinflividual people and groups
of people having different positions and fulfillindifferent organizational
functions.

An effective organizational structure should cdogti a framework for
organizational activities (executive and managgriadhould take into
consideration the specificity of the executive psges, and should follow from
the strategy, which it should also match. Moreoviershould regulate the
activities of particular employees and teams, enabhching a defined level of
realization of their needs, and secure an effegtiveuit of company goalS.

Numerous scholars attempted to identify a set n€tions which should be
fulfilled by an organizational structure. A compeelsive classification of
organizational structure functions elaborated am lthsis of various concepts
was presented in the monograph “Doskonalenie stryktrganizacyjnej” edited
by A. Stabryta. It distinguished seven function®ajanizational structuré®

» the function of a classifier of the goals of the mmaufacturing system

— this function involves organizing (dividing anithding) a system’s
goals and actions corresponding to these goalschwhiave been
assigned to particular members of the organizafibis is a prerequisite
for achieving the organizational effect of coopematand, at the same
time, a condition for the realization of the goafsthe manufacturing
system;

15 K. Mreta: Struktura organizacyjna. Analiza wielowymiaroWWE, Warszawa 1983, p.36

18 A K. Kozminski, W. Piotrowski (ed.)Zarzdzanie. Teoria i praktykaNydawnictwo Naukowe
PWN, Warszawa 2004, p.307

7). Dziadd: Podstawy bada nad struktug organizacyjm in ,Doskonalenie struktury
organizacyjnej’A. Stabryta (ed.), PWE, Warszawa 1991, p.17-19
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for:

the function of organizing the elements of the marfacturing system

and creating organizational positions this function reflects the

manner in which people, equipment, and the aboveatioreed goals and

actions are linked into organizational positions;

the function of grouping positions into organizatimal units — this

function leads to the division of the manufacturisgstem into

specialized organizational segments with regarccddain fields of

activity differing in terms of size, complexity, dorganizational status;

the function of shaping functional relations— this function involves

linking organizational positions in accordance withe course of

realization of the goals of the system. This fumttialso involves

operational, advisory and information relationswesn the above-

mentioned organizational segments;

the function of forming hierarchical relations and creating

management segments this function in particular involves:

- establishing vertical relations and defining thediof the hierarchical
structure,

- defining managerial positions which regulate thencfioning of
particular organizational segments

- completing the process of forming organizationatan

- creating a position (sometimes a unit) fulfilling auxiliary function if
tasks related to managing a particular organizationit exceed the
possibilities of a single person; this constituiesomplex managerial
segment;

the function of delegating decision authority and tviding the scope

of responsibility — this function determines the internal harmony of

work division within the manufacturing system.

the function of formalizing the structure of the manufacturing

system— this function results from the essence of thenéd structure

and involves putting the adopted solutions in wgtiin appropriate

organizational documents.

Consequently, one may note that organizationatttre is first of all a tool
18

managing (it also constitutes a vital tool for theoduction of strategic
management, knowledge management, quality, etc.);

linking the elements of a company into an integvhble, this should
lead to the internalization of employees goals Wit company’s goals;
securing a relative equilibrium that stops the mesive processes
resulting from the opportunistic behaviour of ongation members or
from behaviour aimed at the attainment of individarabition;

18

M. Przybyta, W. Wudarzewski, J. Kdzki: Struktura organizacyjna jako namzie

zarzzdzanig Wydawnictwo AE we Wroctawiu, Wroctaw 1993, p.24; Nalepka: Struktura
organizacyjna Antykwa, Krakéw 2001, p.25; M. PrzybylsOrganizacja i zarzdzanie
Wydawnictwo AE we Wroctawiu, Wroctaw 2002, p. 65-66
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e ensuring that activities are in sync, which is noty a tool for the
coordination but also the integration of activities

» limiting the uncertainty following from the probdibtic character of an
organization which results from the changeabilityconditions of the
organization’s functioning;

* bonding or linking the organization with its enviment (the
environment being a source of success). Certairemastructural forms
(e.g. virtual or networking forms) or directly igt@ted with the
environment on a more or less long-term basis;

» adapting the organization to environmental chantpesugh passive
adaptation (adapting the organization to its emvirent) or active
adaptation (adapting the environment to the orgeioiz).

The presented functions of organizational structstit remain relevant
despite the fact that they may have been formulataady years ago. Moreover,
they are often enriched with new contents stemnfiogh the contemporary
practice of management.

1.3. Conceptual Variables of Organizational Structue

Organizational design is the result of numeroustofac often called
conceptual variables. Despite their multitude, thegm to fit into three classes:

» external factors, i.e. company environment;

» internal factors include the age and size of tlgawization, technology,
organizational tradition and culture, financial aambnomic conditions,
level of employee qualifications, powers and vief/snanagement, the
degree of production diversification etc.;

e company strategy.

It needs to be stressed how important and spe@&lrole of company
strategy is as a factor determining the companygamzational structure. The
strategy is formed on the basis of the analysideatures of people, tasks,
technology, structure, and company environment.s€guently, a strategy is a
particular contextual feature, which outlines tlieduction programme, affects
the choice of technology, and defines the envirartmand its desired size.
Moreover, a strategy defines the lines of subotdinaand information channels
between various managers and departments. A stratégets information flow
along these lines and also the mechanisms of plgnand decision making.
Changes in the strategy of a company precede changes design and lead up
to them. Therefore, on the one hand, a strategy Ipeajyreated as a variable
acting as an intermediary between the state oétiveonment and the structure
and subsystem of the company’s management. Atahe gime, on the other
hand, an organizational structure may be treated asriable acting as an
intermediary between the strategy and various facaffecting its form. It is
synthetically presented in Figure 1.1.

13
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Figure 1.1.Determinants of organizational structure

Source: A. Zakrzewska — BielawskaDeterminanty struktury organizacyjnej na przykiadzi
dwzych polskich przedgbiorstw produkcyjnychin: ,Zmiana warunkiem sukcesu.
Przeobraenia systemow zaydzania przedsgbiorstwem”J. Skalik, ed., Prace Naukowe
AE we Wroctawiu, Nr 1184, Wydawnictwo AE im. Oskdrangego we Wroctawiu,
Wroctaw 2007, p.101

Strategy as a factor determining organizationalcstire is covered in greater
detail further on in this chapter.

Other key organizational variables which deternonganizational structure
are: environment, technology, size, people andicilt

The environment includes all elements outside the boundary of the
organization such as the industry, government,oousts, suppliers, and the
financial community. They concern the nature ofrgjeaand the speed at which
the organization must be able to respond and dwe Fatterns and events
occurring in the environment can be described wreis# dimensions, such as
whether the environment is stable or unstable, lygmeous or heterogeneous,
simple or complex; the quantity and quality of niases available to support the
organization’s growth; whether these resourcescareentrated or dispersed,
and the degree of consensus in the environmentdiagathe organization’s

14



intended domaif® An organization in a certain environment will bemaged

and controlled differently from an organizationain uncertain environment with
respect to positions and departments, organizdtiatiierentiation and

integration, control processes, and future planniagd forecasting.
Organizations need to have the right fit betweegirtinternal structure and
external environment.

As the complexity and uncertainty in the externalimnment increase, so
does the number of positions and departments wilt@érorganization, which in
turn increases its internal complexity. This relaship is part of being an open
system. Many companies have added e-business ohepast to handle
electronic commerce and information technology dapents to deal with the
increasing complexity of computerized informatiord &nowledge management
systems.

The traditional approach to coping with environna¢éntncertainty was to
establish buffer departments. The purpose of hufferoles is to absorb
uncertainty from the environmefftBuffer departments surround the technical
core and exchange materials, resources, and matgyedn the environment
and the organization. A newer approach some orgaors are trying to adopt
is to drop the buffers and expose the technica tmthe uncertain environment.
It makes them more fluid and adaptable. Boundaansmg roles link and
coordinate an organization with the key elementth@ external environment.
Boundary spanning is primarily concerned with tlxehange of information to
detect and bring into organization information abchanges in the environment
and secondly send information into the environménat presents the
organization in a favourable light. Boundary spasr@event the organization
from stagnating by keeping top managers informedutbenvironmental
changes. Often, the greater the uncertainty inethg@ronment, the greater the
importance of boundary spannér©ne new approach to boundary spanning is
business intelligence, which refers to high-tecllysis of large amounts of
internal and external data to identify patterns agldtionships that might be
significant. It is related to another area knowrcasipetitive intelligence (Cl),
which gives top executives a systematic way toectlland analyze public
information about rivals and use it to make bettecisions? In today’s
turbulent environment, many successful companieglve everyone in
boundary-spanning activities. People at the grastsilevel are often able to see
and interpret changes or problems sooner than rmasiagho are typically more
removed from day to day wofk.

¥ R.D. Harris:Organizational Task Environments: An EvaluatiorCohvergent and Discriminant
Validity, Journal of Management Studies 41, no. 5/ 20085p-882

203.D. ThompsonOrganizations in ActionMcGraw — Hill, New York 1967, p. 20

2l R.C. Schwab, G.R. Ungson, W.B. BrowRedefining the Boundary-Spanning Environment
Relationship Journal of Management no 11/ 1985, p. 75

22 KA. Sawka,Demystifying Business Intelligenddanagement Review, October 1996, p. 47

BEM. EpsteinHow to Learn from the Environment about the Envirenta- A Prerequisite for
Organizational Well — Beinglournal of General Management 29 no 1/2003, p. 68

15



Another response to environmental uncertainty ig thmount of
differentiation and integration among departmenWhen the external
environment is complex and rapidly changing, orgatdnal departments
become highly specialized to handle the uncertamtsheir external sector. A
study by P. Lawrence and J. Lor§blaxamined three organizational departments
— manufacturing, research and sales, which areptes table 1.2.

Table 1.2.Differences in goals and orientation among orgational departments

Characteristic R&D Manufacturing Sales
Department Department Department
goals new efficient customer
developments, quality production satisfaction
time horizon long short short
interpersonal mostly task task social
orientation
formality structure low high high

Source: R.L. DaftUnderstanding the Theory and Design of OrganizaioFhomson South-
Western, United Kingdom 2007, p.62

The result of high differentiation is that coordina among departments
becomes difficult, and the quality of collaborati@mong departments is
integration. Formal integrators are often requitedcoordinate departments.
When the environment is highly uncertain, frequehtnges require more
information processing to achieve horizontal camation, so integrators become
a necessary addition to the organization’s strectSometimes integrators are
called liaison personnel, project managers, braadagers or coordinators.

Lawrence and Lorsh’s research concluded that ozgtions perform better
if the levels of differentiation and integration tuia the level of uncertainty in
the environment. Organizations that performed wellincertain environments
had high levels of both differentiation and intagna, while those performing
well in less uncertain environments had lower lsvef differentiation and
integration®

Another response to environmental uncertainty s #mount of formal
structure and control imposed on employees. Reséarhis area was made by
Burns and Stalkef. They found that firms could be classified accogdia the
extent that they relied upon bureaucracy or uposs léormalized social
interaction. They identified two organizational f®: mechanistic forms that
were characterized by bureaucracy and organic ftiatsvere a less formalized
organizational type where coordination relied upuootual adjustment, jobs

24p.R. Lawrence, J.W. LorscBrganization and Environmenitiomewood Irwin 1969, p.23-29

% p.R. Lawrence, J.W. LorschEfvironmental Factors and Organizational Integratioin
“Organizational Planning: Cases and Concépts P.R. Lawrence, J.W. Lorsch, eds.,
Homewood Irwin and Dorsey 1972, p. 40-45

2T, Burns, G.M. StalkeiThe Management of Innovatiobondon, Tavistock 1961
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were less narrowly defined, and patterns of intewsacwere flexible and
multidirectional. Table 1.3 contrasts the key chtemstics of the two forms.

Table 1.3.Mechanistic vs. Organic Organizational Forms

Feature Mechanistic Organic
Task definition rigid and highly specialized fleldband less narrowly
defined
Coordination and contro| rules and directives waity | mutual adjustment,
imposed common culture
Communication vertical vertical and horizontal
Knowledge centralized dispersed
Commitment and loyalty| to immediate superior todhganization and its
goals
Environmental context stable with low technologic¢alinstable with significant
uncertainty technological uncertainty
and ambiguity

Source: R. ButlerDesigning Organizations: A Decision making Perspectiondon: Routledge
1991, p.76

As environmental uncertainty increases, organinattend to become more
organic, which means decentralizing authority aesponsibility to lower levels,
encouraging employees to take care of problems daking directly with one
another, encouraging teamwork, and taking an irdbrapproach to assigning
tasks and responsibilities. Thus, the organizaiiomore fluid and is able to
adapt continually to changes in the external emvirent.

The ways environmental uncertainty influences oional
characteristics are summarized in Table 1.4. Theuocertainty environment is
simple and stable, so organizations have few deyats and a mechanistic
structure. In the low moderate uncertainty envirentn more departments are
needed along with more integrating roles to co@i@irthem, and some planning
may occur. The high moderate uncertainty is unsthbt simple. Organizational
structure is organic and decentralized. Plannirgmphasized and managers are
quick to make internal changes as needed. Theunghrtainty environment is
both complex and unstable, so organizations argelaand have many
departments, but they are also organic. A large baumof management
personnel are assigned to coordination and integreand the organization uses
boundary spanning, planning and forecasting to lenlaigh speed response to
environmental changes.

Another characteristic of the organization-enviremirelationship is called
resource-dependence. It means that organizatigrendeon the environment but
strive to acquire control over resources to minémiheir dependendé.In
response to the need for resources, organizatignsotmaintain a balance
between linkages with other organizations and thmwn independence.

? D. Ulrich, J.B. BarneyPerspectives in Organizations: Resources Dependdgfieiency and
Population Academy of management Review 9/1984, p. 471
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Organizations maintain this balance through attsrptmodify, manipulate, or
control other organizations. Two strategies camd@apted to manage resources
in the external environment: establishing favougdllkages with key elements
in the environment (ownership, contracts, joint tuees, cooptation, and
executive recruitment) or shaping the environmeddahain (change of domain,
political activity, regulation, trade associatioriegitimate activitiesf® The
more dependent an organization is on other orgaom= for material and
financial resources, the more important it is tthesi establish favourable
linkages with those organizations or control entnto the domain. If
dependence on external resources is low, the aa@om can maintain
autonomy and does not need to establish linkagesoatrol the external
domain?®

Table 1.4.Contingency framework for environmental uncertaaatd organizational

responses
Environmental complexity
simple complex
Low uncertainty Low moderate uncertainty
* mechanistic structure: formal,| ¢ mechanistic structure: formal,
° centralized centralized
% » few departments ¢ many departments, some
o 1 * no integrated roles boundary spanning
= « current operations orientation:| ¢ few integrating roles
S low speed response « some planning: moderate-
T‘; speed response
= High moderate uncertainty High uncertainty
g e organic structure, teamwork: ¢ organic structure, teamwork;
5 participative, decentralized participative, decentralized
S Q@ o few departments, much ¢ many departments
I g boundary spanning differentiated, extensive
2 « few integrating roles boundary spanning
> » planning  orientation,  fast * many integrating roles
response » extensive planning,
forecasting, high speed
response

Source: R.L. Daft:Understanding the Theory and Design of OrganizaioFhomson South-
Western, United Kingdom 2007, p.67

In turn, M.A. Aiken and J. Hage have found thatowattive organizations
tend to acquire additional resources and one optissible means of broadening
access to those resources is to enter into codprenaith other organizations
and to implement joint programmes with them. Thitemsifies problems with
coordination and control and consequently orgaitimat become strongly

2 p_ smith Ring, A.H. Van de Velevelopmental Processes of Corporative Interorgaitinal
RelationshipsAcademy of Management Review 19/1994, p. 90-118
BRL. Daft: Understanding....,op.cit, p.73
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dependent on environment, more internally divezdifiless centralized, and
develop more channels of internal communicatfon.

Technologyis a combination of knowledge, equipment, and waodthods
used to transform inputs into outputs. It is the/wasks are accomplished using
tools, equipment, techniques, and human know-hdve. dvailability of proper
technology is the cornerstone of productivity, atm nature of the core
technologies in use must be considered in orgaairgtdesign.

An important study of technology and structure wamducted by J.
Woodward® She developed a scale and organized the firmsréingoto the
technical complexity (extent of mechanization) bé tmanufacturing process.
High technical complexity means that most of therkwés performed by
machines, and low complexity means workers playaaer role in the
production process. She classified core manufaguteéchnologies into three
categories:

» small batch and unit production — custom productioamall quantities

to customer specification,

e mass production — standardized production in laggentities by

assembly line,

* continuous process production — continuous prodacthrough an

automated system.

Woodward found that the best small batch and coatis process plants had
more flexible structures (organic structures). yrlaee more free-flowing and
adaptive, with fewer procedures and less standatidiz The best mass
production operations were more rigidly structur@they need mechanistic
structures, with standardized jobs and formalizemtgdures. The implication
of this research has become known as the techialoghperative — that is,
technology is a major influence on organizatiotalcture.

In the years since Woodward'’s research, new dexmeofs have occurred in
manufacturing technology. Most of today’s factoriese a variety of new
technologies, including robots, numerically cor&dl machine tools,
computerized software for product design, engimgeginalysis etc. The ultimate
automated factories are referred to as flexible ufeturing systems (FMS). It
is the result of three subcomponents: computerdagtssign (CAD), computer
aided manufacturing (CAM), and integrated inforroatinetwork. Flexible
manufacturing reaches its ultimate level of impngvguality, customer service,
and cost cutting when all the parts are used iefmddently and combined with
a flexible management process in a system reféored lean manufacturing (it
uses trained employees at every stage of the ptioduprocess who take a
painstaking approach to details and problem sol#ingut waste and improve
quality). Comparing FMS with traditional mass protion technologies, it has a

%0 M. Hopej: Dokonywanie zmian w strukturze organizacyjnéfydawnictwo Politechniki
Wroctawskiej, Wroctaw 1994, p.22

31 J. Woodwardindustrial Organization: Theory and Practic®xford University Press, London
1965
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narrow span of control, few hierarchical levels, aptive tasks, low
specialization and decentralization, and the olveralironment is characterized
as organic and self-regulati¥eFMS can help companies be more competitive
when top managers make a commitment to implement steuctures and
processes that empower workers and support a tgpamnid knowledge-creating
environment?®

Ch. Perrow’ specified two dimensions of technology: varietydan
analyzability. They form the basis of four majortemgories of technology:
routine, craft, engineering and non-routine. Ratirand engineering
technologies are associated with a mechanistictsreland processes, and non-
routine and craft technologies are associated waithorganic structure, and
department management is more flexible and fregkfig.

The importance of technology is not limited to miaaturing. It also applies
to the service sector, although here the core tdogies can be slightly
different. In health care, education and relataglises, an intensive technology
focuses the efforts of many people with speciaketige on the needs of patients
or clients. In banks, real estate firms, insuramcenpanies, employment
agencies, and similar enterprises, a mediatingntdogy links together parties
seeking a mutually beneficial exchange of valuggiceally a buyer and a seller.
Finally, a long-linked technology can function likeass production where a
client is passed from point to point for varioupes of service delivery. More
organic design alternatives are best suited to nimgtons using intensive
technology, and more mechanistic using long-linkehnologies®

Today, all the various computer based systems hagan to merge into an
overall IT system that can be used to add strateglige. Intranets, ERP and
knowledge management systems are used primarfiyfgport a greater internal
coordination and flexibility. Advanced IT has a migcant impact on
organization design. Technology has enabled thetiore of a network
organization structure, in which a company subemi$r most of its major
functions to separate companies that are conneetedtronically to the
organization’s headquarters. Other specific implices of advances in
technology for organization design include smadleganizations, decentralized
organization structures, and improved internal extérnal coordinatioff’

Another conceptual variable morporate culture defined as a system of
shared beliefs and values that develops within rgarozation and guides the
behaviour of its membePS.Culture can be observed and interpreted through

¥ R.L. Daft: Understanding..op.cit, p.405 - 411

%3 pP.R. Diumering, F. Safayeni, L. Purdptegrated manufacturing: Redesign the Organization
before Implementing Flexible Technolp@oan Management Review, Summer 1993, p.49

34 D. L. Goodhue, R.L. Thompsortask Technology Fit and Individual PerformandgiS
Quarterly, June 1995, p. 213- 236

% J.R. Schermerborn JManagement for Productivindohn Wily & Sons, Inc., Toronto 1993,
p.319

®R.L. Daft: Understanding.. op.cit, p. 464.

STE. H. ScheinOrganizational Culture and Leadershipossey-Bass, San Francisco, 1992, p. 12.
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rites and ceremonies, stories and heroes, symbulslanguage. It can be
assessed along many dimensions, such as the eftamilaboration versus
isolation among people and departments, the impoetaf control and where
control is concentrated, or whether the organiméidime orientation is short
range or long rang®. Considering the extent to which the competitive
environment requires flexibility and stability artie extent to which the
organization’s strategic focus and strength arermal or external we can
distinguish four categories of cultufg:

» adaptability — strategic focus on the external mmrnent through
flexibility and change to meet customer needs; erages
entrepreneurial values, norms and beliefs that@tppe capacity of the
organization to detect, interpret and translatenagy from the
environment into new behaviour responses; innomaticreativity and
risk taking are valued and rewarded;

* mission — emphasis on a clear vision of the orgdiur’s purpose and
on the achievement of goals; managers shape beindyoenvisioning
and communicating a desired future state for tlyamization due to a
stable environment;

» clan — focus on the involvement and participatibnhe organization’s
members and on rapidly changing expectations frove éxternal
environment; it also focuses on the needs of enggl®yas a way to high
performance;

* bureaucratic — an internal focus and consistency &o stable
environment, a high level of consistency, confoyménd collaboration
among members, highly integrated and efficient.

These categories relate to the fit among cultualles, strategy, structure,

and the environment.

A company’s sizefrom a structural perspective is the total numbkeits
employees. According to design dimensions, forratitin, specialization and
standardization all tend to be greater in a langgmization, because they are
necessary to control activities within it. Formatibn and specialization also
help a large organization decentralize decision ingakAnother category,
hierarchy of authority is related to complexity. Aie increases, complexity
increases; thus, more levels are added to therbligraf authority. This keeps
the span of control from getting too large. Howevbkere is a balancing force,
because formalization and specialization are adddet more formalized,
standardized, and specialized the role within gramization, the wider the span
of control can be. Table 1.5. illustrates the retathip among the design
dimensions and organizational size.

% J.R. Detert, R. G. Schroeder, J. J. Mau#eEramework for Linking Culture and Improvement
Initiatives in OrganizationsAcademy of Management Review 25, no 1/2000, p &%D-

%% D.R. Denison, A. K. MishraToward a Theory of Organizational Culture and Effestess
Organization Science 6, no 2/1995, p. 204-223
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Table 1.5.Relationship between basic design dimensions agahizational size

Basic design dimension Small organizations Large ganizations
Specialization low high
Standardization low high
Complexity low high
Centralization high low
Hierarchy of authority flat tall
Formalization less more

Source: D.L. Nelson, J.C. Quick, Understanding Oiggional Behavior. A Multimedia
Approach, South Western, Ohio 2002, p.417

Although some have argued that the future belormssmall, agile
organizations, others argue that size will contitude an advantage. To take
advantage of it, organizations must become cesBalerporations with a global
core?® Organizational size is closely connected withtetrg and life cycle.

1.4. Strategy and Life Cycle as Organizational Stretural Factors

A.D. Chandlet* was a precursor of research into the relationshgiaeen
strategy and organizational structure. His landnsawkly found that changes in
an organization’s strategy bring about new admiatliste problems which, in
turn, require a new or refashioned structure foe tiew strategy to be
successfully implemented. His study of 70 largepocations revealed that
structure tends to follow the growth strategy o firm — but often not until
inefficiency and internal operating problems prowok structural adjustment.
The experiences of these firms followed a consissequential pattern: new
strategy creation, emergence of new administrafiveblems, decline in
profitability and performance, shift to a more appiate organizational
structure, and recovery to more profitable levelsd amproved strategy
execution. Chandler found this sequence to beepiated as firms grew and
modified their corporate strategies. Thompson aridkiand'? comment that the
structure-follows-strategy thesis is undergirdedthwpowerful logic: how
organizational activities are structured is a mdanan end, and not an end in
itself. Structure is a managerial device for faailng the execution of the
organization’s strategy and helping to achieve gearnce targets. An
organization’s structural design is a tool for ‘i@ssing” individual efforts and
coordinating the performance of diverse tasks; adgdesign helps people do
things efficiently and effectively. If activities nd responsibilities are
deliberately organized to link structure and stygfat is easier to coordinate

40«Qrganizational design in the $LTentury, Journal of Business Strategy 19 / 1998 , p.33-35

41 A. D. ChandlerStrategy and Structur€ambridge 1962

42 AA. Thompson, AJ. StricklandStrategic Management — Concepts and Cadesin
Homewood, IL, Boston 1992
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strategic moves across functional areas. More@ffnts to execute strategy on
a day-to-day basis are less likely to result irstiration, finger-pointing when
foul-ups occur, interdepartmental frictions, andfiitiency.

Chandler’s thesis can also be turned around, edpen the conditions of
deep and quick changes in the environment, which been confirmed by
numerous studies. It turns out that organizatiasiaicture also substantially
affects defining the strategic process, and, asrsarjuence “strategy follows
structure”. Mintzberd, who is the main supporter of this view, notickdttthe
strategy-structure relationship is characterized thg fact that strategy is
determined mainly by external factors while struetby internal factors. The
premises of this approach were also presentedeessli Ansoff*, who noticed
that many companies implement new structural smstipreceding changes of
environment and strategy, creating the strategiemial which allows for a
quick adjustment. On the other hand, Fredicksoreddhat the structure,
determining the division of functions and commutimma channels between
organizational units, at the same time limits emwinental perception, as well as
the type of information from the environment angatailities to process such
information. This, in turn, affects the decisioniamg process of the strategy
modelling and finally the strategy itséff.

Research into the strategy-organizational struatelegion was continued by
Lawrence and Lorsch (1967), Child (1972), ScottZ7@)9 Rumelt (1974), Miles
and Snow (1978), Boschken (1990), Drucker (1998) mnmany others. Polish
researchers include Stabryta (1991), Bielski (1996)upski and Przybyta
(1996), and others.

Organizational structure as the factor in strategglementation was also
indicated in McKinsey’s 7-8. The model starts with the premise that an
organization is not just a structure but considtseven elements: strategy,
structure, systems (the hard S’s), style/cultutaff,sskills, shared values (the
soft S’s). On the basis of recent observationgreception defined as a new 7-S
framework was formed. This model consists of défear seven elements:
stakeholder satisfaction, strategic soothsayingedpsurprise, shifting the rules,
signalling strategic intent, simultaneous and setjakthrusts’’

The relationship between the strategy, organizatistructure and the
environment were researched by Hrebiniak and J8yaad earlier by Chifd

43 H. Mintzberg:The Design School: Reconsidering the Basic Prentis&grategic Management

Strategic Management Journal, March 1990

4 H.1. Ansoff: Strategic Managemen#acmillan Press, United Kingdom 1979

45B.J. Hodge, W.P. Anthongrganization TheoryAllyn and Bacon, Boston 1988

4T peters, R. Watermam Search of Excellencélarper & Row, New York, London 1982

TR, Veliyath, E. FitzgeraldFirm Capabilities, Business Strategies, Customer é?egfces, and
Hypercompetitive Arenas: The Sustainability of Catitipe Advantages with Implications for
Firm CompetitivenesCustomer Relationship 10/2000, p.66-67

8 |_G. Hrebiniak, W.F. JoyceDrganizational Adaptation: Strategic Choice and Eommental
Determinism Administrative Science Quartely, September 1985

497, Child:Organizational Structure, Environment and Performarthe Role of Strategic Chojce
Sociology 6 / 1972
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and Aldrich® As a result of their research, another two theoriere developed:
strategic choice and organizational ecology.

Another force reshaping organizations is the giahtibn of organizations
and markets. Global strategies add another typmwiplexity to the structural
design process and necessitate the creation afratiteg mechanisms so that
people are able to understand and interpret onth@nas well as coordinate
with one another. The choice of structure for mamagn international business
is based on choices concerning the level of véréind horizontal differentiation
and the degree of formalization, specialization aedtralization. A global
structure must allow decisions to be made in thetrappropriate area of the
organization. However, controls must be in placd teflect the strategies and
goals of the parent firri.

Nowadays, in the literature it is also possible dome across views
proclaiming the demise of strategy and related macgy which is intensified
by the decomposition of organizational structdfeBoth, the environment and
the internal organization of present-day compatiesome more and more
unpredictable. Thus the situation during strateggvetbpment may be
substantially different from the situation duringasegy implementation, which
results in additional costs of strategy modificatidncertainty and confusion
among the employees, customers and partners iecrdde phenomenon
intensifies as environmental unpredictability ahd scale, range and degree of
strategy complexity increases. Decomposition ofapizational structures is
related to the creation of organizational networltsgat is, loosely bound,
autonomous units which carry out shared tasks botain separated. Such
networks may have one or several more or less dam@ centres. They are
characterized by changeable composition, changeaitgegth of interrelations,
changeable objectives and tasks. This changeaislitifficult to predict and
therefore it generates uncertainty. Thus thesemal@-criterion structures. The
basic function of such networks is to share knogdetbetween units, which
results in disintegration of monolithic structuresntrolled from one centre, in a
uniform manner. Units which are part of the netwteks and less strongly
respond to typical inter-organizational managenmethanisms such as orders,
regulations, formal procedures, penalties, sanstiett. A strategy and structure
interaction in this case indicate that if the &gyt is burdened with high
uncertainty, organizational solutions should be yvdlexible and easily
adjustable to quick changes (networks have themecteristics).

Table 1.6 presents certain strategy types at thel laf the company and
corresponding structures, and Table 1.7 preserdsngbes of how structure
affects strategic decisions.

50 H.E. Aldrich: Organizations and Environmenfrentice-Hall, Englewood Cliffs, NJ 1979

51 C. Hill, G. JonesStrategic Management TheoBnd edition Boston: Houghton Mifflin 1992

52 A. Kozminski: Zarzmdzanie w warunkach niepewsod, Wydawnictwo Naukowe PWN,
Warszawa 2005, p. 36-42
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Table 1.6.Framework of structural and strategic dimensions

Author

Strategy

Organizational Structure

D. Miller

Innovation — to understand an
manage new processes and
technologies

d_ow formalization, decentralization,
flat hierarchy

Market differentiation — to
specialize in customer
preferences

Moderate to high complexity,
moderate to high formalization,
moderate centralization

Cost control- to produce
standardized products
efficiently

High formalization, high
centralization, high standardization,
low complexity

Steinmann,

One product

Functional/centralization

Schreyogg

Related diversification

Divisional/decentralization

Unrelated diversification

Holding/ high decentralipn

M. E. Porter

Differentiation

Learning orientation: acts in a
flexible, loosely knit way with strong
horizontal coordination; values and
builds in mechanisms for customer
intimacy; strong research capability;
rewards employee creativity, risk
taking and innovation

Low cost leadership

Efficiency orientation; strarentral
authority; tight cost control with
frequent, detailed control reports;
standard operating procedures; high
efficient procurement and distributio
systems; close supervision; routine
tasks, limited employee empowerme

R.E. Miles

Prospector

Learning orientation: flexible, fluid,
decentralized structures; strong
research capability

Ch. C. Snow

Defender

Efficiency orientation: centralized
authority and tight cost control;
emphasis on production efficiency;
close supervision

Analyzer

Balances efficiency and learning: ti
cost control with flexibility and
adaptability; efficient production for
stable product lines; emphasis on
creativity, research, risk taking for
innovation

Reactor

No clear organizational approach;
design characteristics may shift

y

2Nt

ght

abruptly, depending on current need

S

Source: D. Miller:The Structural and Environmental Correlates of Ress StrategyStrategic
Management Journal 8/ 1987, p.55-76; R.L. Ddfiderstanding the Theory and Design
of OrganizationsThomson South- Western, United Kingdom 200768 1
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Table 1.7 Examples of how structure affects the strategitigion process

Design dimension| Influence on strategic decisions as the level of these design
dimensions increases, so does the probabilityefdtiowing:

Centralization - the strategic decision process will be initiatecbbly a few
dominant individuals

- the decision process will be goal-orientated atidmal

- the strategic process will be constrained by topagars’
limitations

Complexity - the strategic decision process will be become moliéicized

- the organization will find it more difficult to regnize
environmental opportunities and threats

- the constraints on good decision process will b#iplied by
the limitations of each individual within the orgzation

Formalization - the strategic decision process will become reattivaisis
rather than proactive through opportunities

- strategic moves will be incremental and precise

- differentiation in the organization will not be bhated with an
integrative mechanism

- only environmental crises that are in areas moaitdry formal
organizational systems will be acted upon

Source: D.L. Nelson, J.C. QuickJnderstanding Organizational Behavior. A Multimedia
Approach South Western, Ohio 2002, p. 435

Organizations’ own strategies, especially growttategies ebb and flow
through different stages. These stages are catlgahizational life cycles The
term life cycle suggests that organizations arenbgrow older and eventually
die. Organizational subunits may have very simlltg cycles. Because of
changes in technology and product design, many nargigonal subunits,
especially those that are product based, are exméng shorter life cycles.
Hence, the subunits that make up the organizatienchanging more rapidly
than in the past. These shorter life cycles en#i®eorganization to respond
quickly to external demands and changes.

There are four main stages in organizational Mele

» birth stage — when the organization is foundedrbgratrepreneur,

* youth stage - when the organization starts to geqgudly,

* midlife stage - when the organization has growgdawith success,
* maturity stage - when the organization stabilizes large size.

%3 J.R. Kimberly, R.H. MilesThe Organizational Life Cycl&an Francisco: Jossey Bass 1980
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In its birth stage an organization is founded tsiragle entrepreneur. While
it remains small, the founder usually “runs” thireysd the structure stays quite
simple. The organization starts to grow rapidlyinigirthe youth stage, when
management responsibilities begin to spread amarg people. Here, a simple
structure begins to exhibit the stresses of chafigeorganization in the midlife
stage has grown ever larger with continued sucdesstructure usually gets
more complex and increasingly formal. The numbern@nagers and staff
increases greatly. More levels appear in the cbbaommand. Decentralization
may or may nhot occur, and the founder may havécdliff remaining in control.
Finally the organization reaches a maturity stadeerwit stabilizes in size,
typically with a mechanistic structure. The risk lmécoming complacent and
slow in competitive markets exists, and steps rbestaken to foster creativity
and innovation. But at the very time when adaptgsnis needed, bureaucratic
tendencies may lead an organization into decliney3\of effectively managing
organizational maturity and large size must be fbun

Shorter life cycles put more pressure on the omgdion to be both flexible
and efficient at the same time. Further, as flexibiganizations use design to
their competitive advantage, discrete organizatibfeacycles may give way to
a kaleidoscope of continuously emerging, efficiesegking organizational
designs”*

Growing organizations must change their organinafistructures. A model
of the evolution of organizational structures ire tiprocess of company
development is presented in Figurel.2.

On the other hand, not all organizations are grgwivery organization
goes through periods of temporary decline. One wfay is downsizing. This
response is often used when top management isenball to quickly reduce
costs and increase productivity. Downsizing is offmart of a restructuring
process, which is discussed in chapter 4. A diffengay of overcoming the
disadvantages of large size is allowing many smallgits to operate with
considerable autonomy within the framework a largeyanization. This often
involves reorganizing with a greater emphasis @mtstructures and network
structures.

5 J.C. Quick: Crafting an Organizational Culture: Herb’'s Hand At @Bbwest Airlines
Organizational Dynamics, Autumn 1992, p.45-56
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Simple linear structure

growth
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+ vertical
unrelated Functional structure integration
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holding + structure

compan' unrelated diversification centralisation

'

external
growth + divisional structure unrelated
unrelated diversification
international diversification
expansion | international
expansion
Beginning of international expansion l
global holding divisional structure global
company + functional
international division structure
globalization
external growth related
+ l diversification
unrelated
diversification Multinational global corporation

- product departmentalization
- territorial departmentalization
- matrix structure

- hybrid structure

Figure 1.2.Model of the evolution of organizational structumehe process of company
development
Source:Strategor: Zargzanie firm,. Strategie, struktury, decyzjezsgamdaé¢, PWE, Warszawa
2001, p.281

Managers should design an organization model ifsathie strategy, size and
life cycle of the company, and also the above-nosetil environment,
technology and culture. Finding the right fit leads organizational
effectiveness, whereas a poor fit can lead to dudirte or even the demise of the

organization.
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2. DILEMMAS OF DESIGNING ORGANIZATIONAL
STRUCTURE

Anyone seeking to design an organization needsakencertain decisions
about how it should be structured. J. Childas identified five main questions
which a designer of an organization needs to ask:

1.

Should jobs be broken down into narrow areas of kwand
responsibility, so as to secure the benefits otigfization? Or should
the degree of specialization be kept to a minimanorider to simplify
communication, and to offer members of the orgditinagreater scope
and responsibility in their work? Another choicéseng in the design of
jobs concerns the extent to which responsibiliird methods attached
to them should be precisely defined;

Should the overall structure of an organization“tadl” rather than
“flat” in terms of its levels of management and paf control? What
are the implications for communication, motivatiamd overhead costs
of moving towards one of these alternatives ratthan the other?
Should jobs and departments be grouped togetharfimctional way
according to the specialist expertise and interdsds they share? Or
should they be grouped according to different gaplical areas being
served, or according to yet another criterion?

Is it appropriate to aim for an intensive form ofeigration between the
different segments of an organization or not? Wdiad of integrative
mechanisms are there to choose from?

What approach should management take towards rmangsadequate
control over work done? Should it centralize oredelte decisions, and
all or only some of them? Should a policy of extemgormalization be
adopted in which standing orders and written regoade used for
control purposes? Should work be subject to clopersision?

To answer these questions the Aston study idedtifiee primary variables,
called design dimensions, such as: specializatiod atandardization,
configuration, centralization, coordination and nf@atization. And these
dimensions, which often crop up as specific dilemmforganizational design,
are discussed in this chapter.

* J. Child: Organization.A Guide to Problems and Practic2“ edition, Harper &Row, London
1987, p.8
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2.1. Specialization

An important series of decisions on organizatiatesign are related to what
types of jobs should be created. Decisions heegeréb the issue of division of
work or specialization, which means the narrowih¢he work to be done by an
individual.

Division of work is a breakdown of a complex tasto components so that
individuals are responsible for a limited set ofivaties instead of the task as a
whole. It is also sometimes referred to as divisibtabour>® Division of work
creates simplified tasks that can be learned amaplsted relatively quickly.
Thus it fosters specialization, as each personrbescexpert in a certain job.
And, as it creates a variety of jobs, people caosh or be assigned to positions
that match their talents and interests.

Division of labour in organizations can be carriedt in three different
ways?’

 Work can be divided into different personal spdigal Most people
think of specialization in the sense of occupaticead professional
specialties. Thus, we think of accountants, so#wamgineers, graphic
designers, and a myriad of other specialties tkist & organizations
and everyday life;

» Work can be divided into different activities nesitsted by the natural
sequence of the work the organization does. Fanpleg manufacturing
plants often divide work into fabricating and asbmand individuals
will be assigned to do only one of these two ati&igi This particular
manifestation of division of work is termed horitalnspecialization;

 Work can be divided along the vertical plane ofaaganization. All
organizations have a hierarchy of authority frome fbwest — level
manager to the highest-level managers. The CEOik vgodifferent
from the shift supervisor's.

Determining what each job in the organization stadb is a key managerial
decision. The important point to keep in mind fomnis that jobs vary along a
general dimension of specialization with some jdissing more highly

specialized than others. Managers can change amiagagion’s structure by
changing the degree of specialization of jobs.

A high degree of specification helps to motivatepkaypees by letting them
know exactly what is expected of them. Such a le¥aletail can also assist in
appraising their past performance. Others beliekat, tfar from being
motivating, a high level of job definition tendsdontrol people’s behaviour and
sets minimum performance standards. They argue fitrathe employee, it is
important to create his or her own job. In practi@aletailed job definition is

% J.A.F. Stoner, R.E. Freeman, D.R. Gilbert, Management6th edition, Prentice Hall Inc 1995,

p.316
* P.S. Adler:Building Better BureaucracigsAcademy of Management Executive, November

1999, p. 36-49
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applied to low level manual and clerical jobs wlatemore senior levels there is
a greater degree of freedom allowing managersapestheir jobs®

Job specialization also has its disadvantagessKst are divided into small
discrete steps, and if each worker is responsarslerily one step, then alienation
— the absence of a sense of control — may easiglale Boredom also can be a
by-product of specialized tasks that become repesit and personally
unsatisfying. The ways to overcome workplace atienaare job enlargement,
job rotation, and job enrichmeldibb enlargementis the combination of various
operations at a similar level into one job to pdavinore variety for workers and
thus increases their motivation and satisfactitte.d method of job design that
increases the number of activities in a job to owsre the boredom of
overspecialized workJob rotation is a variation of job enlargement in which
workers are exposed to variety of specialized jober time.Job enrichment
represents an increase in job depth. Work actsviiem a vertical slice of the
organizational unit are combined into one positiorgive the employees more
autonomy in their jobs. The idea is to developrargfer sense of accountability
by allowing workers to set their own work pace,reot their own errors, and
decide the best way to perform various tasks. Thay also be asked to help
make decisions that affect their own subunits. As work becomes more
challenging and worker responsibility increases,tivation and enthusiasm
should increase as well.

Specialization also comes at a cost. The more @uptimn process is divided
between different specialists, the greater cootiinacosts are. The more
volatile and unstable the external environment, t¢jneater the number of
decisions that need to be made and again the higtendination costs are.
Hence, the more stable the environment is, thetgrélae optimum division of
labour is. This is true both for firms and for eatsocieties?

Advantages and disadvantages of job specializatiersummarized in Table
2.1

A special issue is the role of specialization impany management. A good
manager is not necessarily the best specialist given field. Conversely, an
excessively specialist (engineering) orientationy maake it more difficult to
take decisions that are the most appropriate frbmm point of view of
organization. An attempt to reconcile solutionsused on specialization with
the need of taking a broad view upon making manalgeecisions is the
conception of a so-called line and staff.

Line managers are responsible for work activities that make sedi
contribution to the organization’s output. Theifoefs clearly influence the
process whereby resource inputs are transformea finished goods and
services Staff managers by contrast, use special technical expertiseippart

% A. Huczynski, D.A. BuchananOrganizational Behavioyr 2" edition, Prentice Hall
International (UK) 1991, p.374
* R.M. Grant:Contemporary... op.cit, p.192
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the efforts of line personn®l.Staff positions and units are based on specialists
their expert knowledge and experience. They akedrto line units by relations
of dependence which are expressed in functionald$oihis conception is
reflected in the staff-line type of organizatiosaiucture.

Table 2.1.Advantages and disadvantages of job specialization

Job specialization
Advantages Disadvantages
- Making use of routine technology - “Despecialization” of employees
- Making use of specialized technidgal Monotony leading to physical and mental
appliances fatigue
- Making full use of the specialist- Line employees may find it difficult to sge
qualifications of employees the relationship between their work and the
- Time saving organization’s goals
- Increase in productivity - Employees may find it difficult to retraip
- Acquiring skills and adapt to a new kind of activity

Source: M. Bielski: Organizacje. Istota, struktury, procesywydawnictwo Uniwersytetu
td6dzkiego, Lod 1997, p.173-174

The choice concerning the extent and type of speai®n depends on the
criteria used by the organizational designers. @hegurn will be affected by
their values, beliefs and preferences.

After division of labour, managers must use somecple to combine the
divided task into groups or departments contairiome specified number of
individuals or jobs and they have to define thenspé control. It's another
design dilemma called configuration.

2.2. Configuration

Having decided on the degree of job specializatibis then necessary to
group jobs into sections, link the sections intatgynlocate the units within
departments and coordinate the departments. Thud prouping
(departmentalization) constitutes the second najea of organizational design.
The third area is hierarchy of authority. It is thegree of vertical differentiation
through reporting relationships and the span ofrobwithin the structure of the
organization. Departmentalization and hierarchy @aiuthority create
configuration, which means the shape of organipatistructure.

80 J.R. Schermerborn JManagement....op.cit, p.12-13
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Departmentalization is the result of managers deciding what work
activities, once they are divided into jobs, carcbenected in “like” groupings.
There are many varieties of jobs and departmerttindrganizations, and jobs
and departments will vary from one organizationthe next. Departmental
grouping affects employees because they share amoonsupervisor and
common resources, are jointly responsible for perémce, and tend to identify
and collaborate with one anottfér Additional factors that influence the
efficiency of different organizational arrangememisiude: economies of scale,
economies of utilization, learning and standardtiweof control system&.

Jobs can be grouped according to several critdéuiaction, product or
service, customer, place/territory/geographicabcess, time and technology
used®

» functional departmentalization — places together employees who
perform similar functions or work processes or vdomtribute similar
knowledge and skills. Some firms organize work siraccording to
business functions such as finance, marketing, hureaources and
production;

* product departmentalization — this approachorganizes work units
based on the goods or services the company offers;

* customer departmentalization - separate groups are organized for
different types of customers. A firm that offerwvariety of goods and
services targeted at different types of customeghtstructure itself
based on this criterion;

» place/territory/geographical departmentalization — this form
organizes units by geographical regions within antty or, for a
multinational firm, by regions throughout the worldThis
departmentalization may be used where the servig®wst economically
provided at a limited distance;

» process departmentalization — some goods and services require
multiple work processes to complete their produrctiohis horizontal
grouping means employees are organized aroundveare processes,
end-to-end work, information and material flows ttlmovide value
directly to customers. All the people who work ort@e process are
brought together in a group rather than being sépdrinto functional
departments;

» time departmentalization — hospitals and factories offering a 24- hour
service or producing round the clock will have eiiéint groups for
different shifts;

" H. Mintzberg: The Structuring of Organization®rentice Hall, Englewoods Cliffs New York
1979

2 R.M. Grant:Contemporary Strategy...op.cit, p.201-202

L. E. Boone, D. L. KurtzContemporary Business 2Q0Bhomson South-Western 2006, p. 285;
R.L. Daft: Understanding the Theory and Design of Organizaidihomson South- Western,
United Kingdom 2007, p.200-202; A. Huczynski, D.Buchanan:Organizational.....op.cit,
p-389-390
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» technological departmentalization— the type technology (small batch,
mass production) can be a criterion especially wbeveral different
types are used in a single plant;

» virtual network departmentalization — is the most recent approach to
departmental grouping. With this grouping, the aigation is a loosely
connected cluster of separate components. In essdapartments are
separate organizations that are electronically eotea for sharing
information and task completion. Departments casfdread all over the
world rather than located together in one geogrgphocation.

Organizations can group specialized jobs by a faterions, for example by
product and function and place. Sometimes organiz@aembrace two structural
grouping  alternatives  simultaneously, what meanmultifocused
departmentalization. These structural forms are often called matrixydorid.

The determination of the appropriate basis for depentalization
establishes the kinds of jobs that will be groufmepkther. But this determination
does not establish the number of jobs to be indude specific group, the issue
of span of control. Generally, the issue comes dimathe decision of how many
people a manager can oversee; that is, will tharozgtion be more effective if
the span of control is relatively wide or narrow?

Span of control (or span of management)efers to the number of people
and departments that report directly to a partrcukemnager. Once work is
divided, departments created, and a span of cocttiaden, managers can decide
on achain of command— a plan that specifies who reports to whom. These
reporting lines are prominent features of any oizgion chart.

The result of these decisions is a pattern of pleltievels that is called
hierarchy. At the top of organizational hierarchy is a semanking manager
(or managers) responsible for the operations oéttiee organizatiofi’

Choosing an appropriate span of management forrgenization depends
on many factors, the most important ones beingeptes in Table 2.2.

The span of control can affect what happens to wel&tionships in one
particular department. Too wide a span may meart thangers are
overextended and employees are receiving too ftiidance or control. When
this happens, managers may be pressured to igmarendone serious errors,
and employees’ efforts can be stymied, too. In padenent where a dozen or
more employees are clamouring for their manageesdlback, there is a
potential for frustration as well as errors. Toaraa a span, in contrast, is
inefficient because managers are underutilized.

The span can also affect the speed of decisionngaki situations where
multiple levels in the organizational hierarchy aescessarily involved. Narrow
spans of management cred&d hierarchies with many levels between the
highest and lowest managers. In these organizatioieng chain of command
slows down decision making, which is a disadvantage rapidly changing

® J.AF. Stoner, R.E. Freeman, D.R. Gilbert, anagementop.cit., p.317-318
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environment. Wide spans, in contrast, crefiéd hierarchies, with fewer
management levels between top and boftom.

Table 2.2.Factors influencing span of control

No. Particular factors and their influence

1. Competence of superiors and subordinates (&eajrit is, the broader the
potential span)

2. Physical dispersion of subordinates (the laitgsr the narrower the
potential span)

3. The manager’s scope of responsibilities othan gupervision (the larger it
is, the narrower the potential span)

4. Degree of desired interaction (the greater, ithe narrower the potential
span)

5. Prevalence of standard procedures (the grdaterthe broader the potential
span)

6. Similarity of the supervised tasks (the moreilsinthey are, the broader the
potential span)

7. Incidence of new problems (the greater it is,rirrower the potential span)

8. Preferences of superiors and subordinates

Source:R.W. Griffin, Management4th edition, Houghton Mifflin Company, Boston 1993, g53

A wide span of control creates more opportunit@srismanaging people
than a narrow span. A flat organization is lesslikto provide career
development opportunities than a taller struct@e. the other hand, a flat
organization has fewer communication and coordimaproblems, encourages
delegation by the managers involved, and can nmietikenk-and-file employees
to take greater responsibility for their outfut.

Recently, many firms have shortened their hierardtiyninating middle-
management levels in the firm. This is frequentyled “delayering®’ On the
organization chart, it can be simply the removakdevel, but much more is
involved. A simple removal creates a mismatch amtammunication between
the two remaining levels. When a level is removbd,connections between the
level above and the level below must also be clan@onsequently, the
information and communication must be redesignsdally from top to bottom.
Without information assessment and modificatios, tewly delayered firm will
initially struggle. With a more advanced informatidechnology, it is now
possible to quickly achieve vertical coordinationithw shorter middle
management, but it still requires a redesign of dhganization and its use of
information. It is not simply a matter of removiadayer in hierarchy and seeing
what happens.

5 J.A.F. Stoner, R.E. Freeman, D.R. Gilbert, Nlanagementop.cit., p.318

% G.A. Cole: Management. Theory and Practjcgth edition, DP Publications, London 2000,
p.181

5 R.M. Burton, G. DeSanctis, B. Obdlrganizational Design. A Step- by- Step Approach
Cambridge University Press, Cambridge 2006, p.71
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2.3. Centralization / Decentralization

All managers must decide what work they should letselves and what
should be left for others. At issue heralédegation the process of distributing
and entrusting work to other persons. Respongibiliauthority and
accountability are the foundations of effectiveeggition. Delegating maximizes
the effectiveness of employees, speeds up deaisidiing and can lead to better
decisions. Despite these advantages, managers earlirtant to delegate
authority. The reason may be a manager is simplydisorganized or inflexible
to delegate work effectively. Other barriers toeggition are insecurity and
confusion about who is ultimately responsible f@apecific task — the manager
or the employee. Managers cannot sidestep thguronsshility to higher-ups
simply by delegating difficult or unpleasant taskbey are always accountable
for the actions of their employees — a fact thate@sssome managers reluctant to
take a chance with delegating. Others fear thagadging authority reduces their
own authority. Still others feel threatened if theinployees do “too good” a job.
Some employees, on the other hand, want to avejabresibility and risk. They
prefer that their managers make all the decisidns.

Despite these advantages and disadvantages, manaw@iually make
decisions about delegation. At the same time, taggmagers make broad
decisions about how much delegation they want &xtme as a general rule
throughout the organizational structure. Thesesitmts are, in effect, decisions
about organizational design. The degree to whichdb authority is delegated
by managers throughout the organization runs alaogptinuum form
centralization to decentralizatioBentralization refers to the level of hierarchy
with authority to make decisions. In centralizedamizations, decisions tend to
be made at the top. Conversellgcentralization means that decision making
and communication are spread out across the compBegentralization
presents a paradox because, in a perfect bureguaihalecisions would be
made by the top administrator, who would have perdentrol. However, as an
organization grows larger and has more people aspmhrtinents, decisions
cannot be passed to the top because senior mavegddsbe overloaded. Thus,
research into organization size indicates thatelaggganizations permit greater
decentralizatiofi’ In small start-up organizations, on the other hame founder
or top executive can effectively be involved in gveecision, large and small.

Furthermore, there are no clear guidelines as ® right degree of
centralization or decentralization, as it dependsaonumber of factors. Apart
from organizational size, the most important ofttiaclude’®

% J.A.F. Stoner, R.E. Freeman, D.R. Gilbert, Nlanagementop.cit., p. 355-358

% J. Hage, M. Aiken: Relationship of Centralization to Other StructuralroPerties
Administrative Science Quarterly 12 / 1967, p. 72-9

0 See: R.L. Daft:Understanding...op.cit, p.169; M. Bielski: Podstawy teorii organizacji i
zarydzania Wydawnictwo C. H. Beck, Warszawa 2004, p.132-133WR.Griffin:
Managementop.cit., p.350
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* environment (the lower its complexity and the geeds stability is, the
greater the tendency for centralization),

» technology (the more routine technology is — basedong chains of
connections between various positions — the grdaeertendency for
centralization),

» tradition (companies have a tendency to reiterdiatvthey did in the
past, so the greater the centralization in the, plastgreater the tendency
for centralization in the future),

» nature of decision making (the more costly andyriddcision making is,
the greater the tendency for centralization),

* level of employees’ qualifications (the lower themmoyees’
qualifications are, the greater the tendency fotredization),

» territorial compactness (the smaller the terrilodsspersion is, the
greater the tendency for centralization).

What is more, the above-mentioned factors are moessarily consistent one
with another and may be contradictory, which makesdelegation of authority
and distribution of decision-making authority evaore difficult. At the same

time, there are authors who claim that some isshesld not be decentralized,;
they include: defining an organization’s main goalssigning organizational
structure, creating corporate value systems andyp@nd determining rules for
division of profits’*

Centralization and decentralization may be considlén two dimensions: a
vertical and a horizontal one. The first dimensisrtonnected to a traditional
understanding of these notions. The level of valticentralization
(decentralization) depends on the ease and costsmhunication, access to the
necessary information, the need to react quickig, ia rarely long-lasting. If the
above-mentioned conditions change, the level ofrakration also changes. On
the other hand, horizontal centralization (decdimtion) involves shifting (or
not) of decision-making authority from manageriakitions to non-managerial
positions. Thus, it encompasses not only formahaty, but also informal
authority (related to e.g. broad or specialist kizulge. Accepting this
understanding of horizontal centralization (decai#ation), four situations may
be singled out: an organization may be managedz¢nally (authority rests
with the person having formal powers), “authority &nalysts” (apart from line
managers, authority, which is often indirect ankbfes form standardization, is
enjoyed by a few representatives of the technastrel); “authority for experts”
(authority is distributed only where there is knedde; it may be either formal
or informal), “authority for everyone” (authoritysian attribute of every

"l R. Rutka:Organizacja przedsbiorstw. Przedmiot projektowani&Vydawnictwo Uniwersytetu
Gdaiskiego, Gdask 2001, p. 120-121

37



employee and does not depend either on expert kedogel or the position
occupied)?

Furthermore, while determining the level of cengation (decentralization)
other structural characteristics of the companydrieebe taken into account,
such as specialization, configuration, coordinatiod formalization.

The relationship between centralization and the fibesign decisions are
generally as follows$?

» the higher the specialization of labour, the gred#ite centralization.
This relationship holds because highly specialigdgas do not require
the discretion that authority provides;

» the less authority is delegated, the greater theaeation;

* the greater the use of functional departments, ¢neater the
centralization. The use of functional departmentyuires that activities
of several interrelated departments be coordinat@dnsequently,
authority to coordinate them will be retained by toanagement;

» the wider the spans of control, the greater therakzration. Wide spans
of control are associated with relatively spec&diobs which have
little need for authority.

As there are no universal solutions, and every emymeeds to determine
the level of its centralization (decentralizati@m) its own taking into account its
unique internal and external circumstances arttidin with other dimensions of
its structure, it is noteworthy to point out thesisaadvantages and disadvantages
of each of the solutions. The most important oftheshich are often mentioned
in the literature, are presented in Table 2.3.

Many developments in information technology carphebnagers achieve a
good blend of decentralization and centralizaffofs.computer reporting system
can keep them informed about a wide range of dadatoperformance matters.
This adds to their security in allowing others t@ak&a more decisions. If
something goes wrong, presumably, the informatiatesn will sound an alarm
and allow for corrective action to be quickly takdPresent trends are for
decentralization and centralization to work togethean organization.

2 B. Glinka, O. Hensel:Projektowanie organizagji Wydawnictwo Naukowe Wydziatu
Zarzmdzania Uniwersytetu Warszawskiego, Warszawa 2008340

 J.M. Ivancevich, M.T. MattesonOrganizational Behavior and Managemer@" edition,
McGraw Hill Irwin Inc. 2002, p.584-585

™ G.P. Huber:A Theory of Effects of Advanced Information Teabgiels on Organizational
Design, Intelligence and Decision Makjycademy of Management Review, vol. 15/ 1990, p.
67-71
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Table 2.3.Advantages and disadvantages of centralizatiordandntralization

Centralization | Decentralization

» taking decisions on the basis of ¢ faster and less costly decision making,
criteria following the goals and * making better use of the qualifications
interests of the organization as a | and potential of members of the
whole, organization,

» [ the possibility of closer coordinatioR greater motivation of people due to the¢
&, | and uniformity of the organization’s fact of carrying out difficult and

g particular constituent elements, responsible goals,

S p the possibility to concentrate * taking the responsibility for current

& | resources and authority, decision-making off top management,

» alack of competence conflicts andj@ a greater possibility for efficiency
full control of all organizational measurement of the work of particular
processes, parts of the organization,

* a greater confidentiality of strategice high action flexibility
and tactical plans, etc.,

e action inertia and the lack of a senge a greater need for action coordination
of responsibility of the lower * a possibility of the occurrence of
hierarchical levels; stifling the competence conflicts,

© | discretion and initiative of the lowek a tendency for doubling staff units (in
g levels the headquarters and branches),

S P low action flexibility, e the risk of top management losing

??5 * alonger time and a lower quality of control over some areas of the

» | decisions which are taken far away company’s business,

O | from the place of their realization, ¢ an increased demand for highly

» overloaded information channels, | qualified staff

* poor identification of employees
with the company’s goals

Source: A. Zakrzewska-Bielawska: Dylemat centralizacji w projektowaniu struktur
organizacyjnych polskich przedsiorstw produkcyjnychin ,Zarzdzanie rozwojem
organizacji w spoteczstwie informacyjnyfA. Stabryta, ed., Prace naukowe UE w
Krakowie, Karkéw 2008

2.4. Coordination

Coordination is a complement, even a counterbalarcehe division of
work and job specializatiorCoordination is the integration of the activities of
the separate parts of an organization to accompdigfanizational goals.
Integration mechanisms are designed to achievey amitong individuals and
groups in various jobs, departments, and divisidghat help keep the
organization in a state of dynamic equilibrium,cadition in which all the parts
of the organization are interrelated and balarfeed.

™ D.L. Nelson, J.C. QuickUnderstanding Organizational Behavior. A Multimedipproach
Thompson South- Western, Ohio 2002, p.421.
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The extent of coordination depends on the natutbeofasks performed and
the degree of interdependence of people in the@wsrinits performing thef.
If these tasks require or can benefit from commation between units, then a
high degree of coordination is the best. If infotima exchange is less
important, work may be completed more efficientlythwless interaction
between units. A high degree of coordination iglijkto be beneficial for work
that is non-routine and unpredictable, where emvitental factors are changing,
and where interdependence is high. In additionammations that set high
performance objectives usually require a higheellef coordination’’

Communication is the key to effective coordinaticas it is directly
dependent on the acquisition, transmission, andegssing of information. The
greater the uncertainty of the tasks to be cootdihahe greater the need for
information is. There are two basic approaches twrdination and
communication: vertical and horizontal linkagesnkage is defined as the
extent of communication and coordination among wiEgional elements.
Vertical linkage is used to coordinate activities between the tug l@ottom of
an organization and is designed primarily for cointof the organization.
Horizontal linkage refers to the amount of communication and cootina
that takes place horizontally across organizatiotepartments. Horizontal
linkage mechanisms are often not drawn on the agton chart, but
nevertheless are part of organization structurgafiizations may use any of a
variety of structural devices to achieve vertigad &orizontal linkage. The basic
ones are summarized in Table 2.4.

Table 2.4.Main devices of vertical and horizontal linkages

Character

The vertical lines on the organization chart

indicate the lines of hierarchical referral up gnd

down the organization. If there arise problems
Hierarchical referral which employees do not know how to solve, they
can be referred up to the next level in the

hierarchy. When the problem is solved, the answer
is passed back down to lower levels. The lines of
the organization chart act as communication
channels.
They provide standing information for employges
without direct communication. They allow
Rules and procedures | managers to have a wider span of control, because
they do not have to inform each employee of what

is expected and when it is expected. Rules [and
procedures provide a standard information soudrrce
enabling employees to be coordinated withput

actually communicating about every task.

Vertical linkages

® J.L.C. Chenginterdependence and Coordination in OrganizationsRéle System Analysis
Academy of Management Journal 26 no. 1/1983, p-1836
" J.A.F. Stoner, R.E. Freeman, D.R. Gilbert, Nlanagementop.cit., p. 320

40



Plans and schedules

provide standing information for employees. T|
most widely used plan is the budget. W
carefully designed budget plans, employeeg

activities within the resource allotment.

Positions added to the
structure of an organizatior

manager becomes overloaded by hierarch
referral or problems arise in the chain
ncommand. Positions such as “assistant to”
reflects growth and increasing complexity, ten

communication and closer supervision.

Formal management
information system

It includes periodic reports, written informatio
and computer-based communications distriby

managers and employees greater access to|

down the hierarchy more efficient.

Horizontal linkages

Cross-functional
information system

Computerized information systems can eng
managers or frontline workers throughout t

about problems, opportunities, activities,
decisions. Employees also use it to by
relationships all across the organization, aiming
support and enhance ongoing horizon
coordination across projects and geograph
boundaries. A database makes it easy
employees working across borders to seek ¢
other out, share ideas and information, and b
enduring horizontal connections.

Liaison roles

A liaison role is created when a person in ¢
department or area of an organization has
responsibility for coordinating it with anothg
department. Liaison roles often exist betwe
engineering and manufacturing departmeg
because engineering has to develop and
products to fit the limitations of manufacturin
facilities. Another approach is to locate peo
close together so they will have direct contacaq
regular basis. Liaison roles usually link only tv
departments.

They are similar to rules and procedures and glso

he
th
at

lower levels can be left on their own to perform

Adding positions to the hierarchy is used when a

ical
of
or

another level may be added. This mechanjsm

ds

to reduce the span of control, thus allowing mpre

n,
ted

to managers. Electronic mail systems allpw

one

another without having to be in the same place at
the same time or even connected by telephpne.
Information systems make communication up and

ble
he

organization to routinely exchange informatipn
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Task forces

A task force is a temporary committee compo
of representatives from each organizational
affected by a problem. Each member repres

sed
unit
ents

the interest of a department or division and

can
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carry information from the meeting back to th
department. It is an effective device for tempor
issues. It solves problems by direct horizon
coordination and reduces the information load
the vertical hierarchy. Typically, it is disband
after its task is accomplished.

Integrator positions

They include a full time integrator position

department solely for the purpose of coordinati
A full time integrator frequently has a title, sua$
product manager, project manager etc. He or
doesn'’t report to one of the functional departme
being coordinated (like the liaison person), bu
located outside the departments and has
responsibility for coordinating sever
departments. The integrator can also

responsible for an innovation or change proj¢
He or she does not have formal authority o
team members with respect to giving pay rais
hiring or firing. Formal authority rests with th
managers of the functional departments.

integrator has to use expertise and persuasiq
achieve coordination. He or she spans

boundary between departments and must be
to get people together, maintain their try
confront problems, and resolve conflicts 4
disputes in the interest of the organization.

at
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Teams

They are permanent task forces and are often
in conjunction with a full -time integrator. It the
strongest method of horizontal integration. Spe
project teams may be used when organizat
have a large-scale project, a major innovatiors
new product line. Here, there is also a virtuairtg
that is made wup of organizationally

geographically dispersed members who are lin
primarily through advanced information al
communications technologies. Membé
frequently use the Internet and collaborat
software to work together, rather than meet fac

used

cial
ons
or

a
or
ked
nd
2rs
ve
e to

face.

Source:based on: J.R. Galbraitiesigning Organizations: An Executive Briefing dnategy,
Structure, and Procesgossey-Bass, San Francisco 2001; J.R. Galbraitbolney, A.
Kates: Designing Dynamic Organizations: A Hands-On Guide lfeaders at All Levels
AMACOM 2001; J.R. Galbraith, D. Downey, A. Kateldow Networks Undergird the
Lateral Capability of an Organization — Where the M/dGets Done Journal of
Organizational Excellence, Spring 2002, p. 67-78).\iltier: Task Forces: An Effective
Management Tool”, Management Review, February 1p832-57; A.M. Townsend, S.M.
DeMarie, A.R. HendricksorVirtual Teams: Technology and the Workplace ofRheire,
Academy of Management Executive 12, no. 3/199&7p29
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The use of these linkage mechanisms varies fromanigtion to
organization, as well as within different areastloé same organization. In
general, the taller the organization, the moreis@rintegration mechanisms are
needed, as the chains of command and communicat®monger. Additional
length requires more linkages to minimize the pitdrior misunderstandings
and miscommunications. In turn, the flatter the amigation is, the more
necessary horizontal integration mechanisms are.

2.5. Formalization

Another essential criterion in the design of orgation structure, beside
specialization, configuration, centralization, acabrdination, is the extent to
which polices and procedures are formalizEdrmalization refers to rules,
procedures, and written documentation, such ascypothanuals and job
descriptions that prescribe the rights and dutfesngployees. An organization
structure described as highly formalized would be with rules and procedures
to prescribe what each individual should be ddfh§uch organizations have
written standard operating procedures, specifieelctives, and explicit policy.
In highly formal organizations there are penalf@sbreaking rules.

Formalization is low if there does not exist a@etvritten or accepted strict
rules or codes of conduct. Where formalizatiorois, Ithere is high variance and
hence flexibility, in the methods and proceduresdusto govern the
organization’s work. Rules are likely to change rotieme and vary across
circumstances. In the extreme, an organization ndttiormalization is chaotic,
and an organization with very high formalizationbisreaucratic and stifling
creativity.®

In terms of the four design decisions, formalizatis the result of high
specialization of labour, high delegation of auityprthe use of functional
departments, and wide spans of confttol:

« high specialization of labour is amenable to theetlpment of written
work rules and procedures. Jobs are so speciatizad leave little to
the discretion of the jobholder;

* high delegation of authority creates the need afckb on its use.
Consequently, the organization writes guidelinasdecision making
and insists upon reports describing the use ofoaityh

« functional departments are made up of jobs witlatgsamilarities. This
principle brings together jobs that make up an pation such as
accountants, engineers, and mechanists. Becatise similarity of the

® R.W. HetheringtonThe Effects of Formalization on Departments of dtMuHospital System
Journal of management Studies, March 1991, p. #a3-1

" R.M. Burton, G. DeSanctis, B. Obé@yganizational Design...op.cit, p.160

8 J.M. Ivancevich, M.T. Mattesoi®@rganizational.. op.cit, p. 583-584
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jobs and the rather straightforward nature of thpagtment’s activities,
management can develop written documents to gdtiese activities;
a wide span of control discourages one-to-one sigi@n. There are
simply too many subordinates for managers to kgepith on a one-
to-one basis. Consequently, managers require wnigports to inform
them. Although formalization is defined in termswfitten rules and
procedures, it is important to understand how they viewed by the
employees. Some organizations have all the appszganof
formalization, complete with thick manuals of rylggocedures, and
policies, yet employees do not perceive them a®ctifig their
behaviour. Thus, where rules and procedures edigy must be
enforced if they are to affect behaviour.

Evidence supports the conclusion that large orgdioizs are more
formalized. The reason is that large organizati@ehg on rules, procedures, and
paperwork to achieve standardization and contradsactheir large numbers of
employees and departments, whereas top manageuseaersonal observation
to control a small organizatidh.

The basic advantage of formalization is an increéaseiformity and
predictability of people’s actions and the posgipilo coordinate them for the
attainment of common goals. On the other hand,gteatest disadvantage of
formalization is thought to be the limitation ofettorganization’s flexibility.
Other shortcomings following from formalization inde: triumph of form over
content, excessive specialization and centralinatimd the degradation of the
individual. A high or low level of formalization mgabe favourable in
circumstances described in Table 2.5.

Table 2.5.Advantages and disadvantages of formalization

High level of
formalization

a not very volatile environment and, consequemnéigeatability and routinization
of transformation processes

the necessity to standardize the actions of mendfe¢h® organization on a large
scale and in a situation of a substantial teradatispersion

technological requirements that limit the arbitnass of human behaviour

low qualifications of members of the organization

Low level of
formalization

a complex and volatile environment requiring aifddx and individualized
response of the organization as a whole, and respofrits particular members

non-routinized technology that changes dependinghamging tasks

high qualifications and an active attitude of memsh# the organization

Source:based on M. BielskiOrganizacje, istota, struktury, procesyydawnictwo Uniwersytetu

tédzkiego, L6d 1997, p. 204-205

8 R.L. Daft: Understanding the Theory and Design of Organizaidinomson South- Western,
United Kingdom 2007, p. 486
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The level of formalization of an organization shibehange over time, that
is, it should be adjusted to the current needfiégncompany’s environment and
its internal functioning. Nowadays, most organizasi operate somewhere in
between, with relatively high or relatively low foalization.

2.6. Structural Alignment

Each type of structure is applied in different aitans and meets different
needs. Through establishing a desired level of sacictural design dimension
(specialization, configuration, centralization, mtioation and formalization) on
a high or low level, managers shape the organizalistructure.

An organization that is highly specialized, cented, formalized, complex,
and has a tall hierarchy of authority is said tdohesaucratic. Bureaucracies are
not bad in themselves, although, they are oftaradiby abuse and red tape. An
organization that is on the opposite end of eadhede continua is very flexible
and loose. Control is very hard to implement andintamn in such an
organization, but at certain times this model ofgamization may be
appropriaté?

Ultimately, the most important decision that mamageake about structural
design is to find the right balance between vertmantrol and horizontal
coordination, depending on the needs of the org#piz. Vertical control is
associated with goals of efficiency and stabilitfile horizontal coordination is
associated with learning, innovation and flexikilitFigure 2.1. shows a
simplified continuum that illustrates how strucluegproaches are associated
with vertical control versus horizontal coordinatio

A functional structure is appropriate when the argation needs to be
coordinated through a vertical hierarchy and whitiency is important for
meeting organizational goals. A functional struetuses task specialization and
a strict chain of command to ensure the efficies# af scarce resources, but it
does not enable the organization to be flexibleinmovative. At the other
extreme, a horizontal structure is appropriate wihenorganization has a high
need for coordination of functions to achieve iration and promote learning.
A horizontal structure enables organizations tdedéntiate themselves and
respond quickly to changes, but at the expenseffmiemt resource use. A
virtual network structure offers even greater fiélity and potential for rapid
response by allowing the organization to add ortragb pieces as needed to
adapt and meet changing needs from the environamehiarketplace.

In addition, many organizations use a hybrid stmectto combine
characteristics of these structural types. Type®rghnizational structure are
discussed in the next chapter.

¥ D.L. Nelson, J.C. QuickJnderstanding....op.cit., p.423
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Functional with Matrix Virtual

cross functional structure Network
teams, integrators structure
Functional Divisional Horizontal
structur structur structure

| | |

Dominant Coordination, learning,
Structural innovation, flexibility
Approach

Vertical:
Control, efficiency,

stability, reliability

Figure 2.1.Relationship of structure to an organization’sché efficiency versus
learning

Source: R.L. Daft: Understanding the Theory and Design of Organizaion
Thomson South- Western, United Kingdom 2007, p.223

An interesting approach to organizational desigiuiding both conceptual
variables and design dimensions is presented by Buvton, G. DeSanctis and
B. Obel?®® They propose five steps of organizational desigch as:

» step 1-goals— specific in terms of efficiency (focus on inpuise of
resources and cost) and effectiveness (focus norutputs, products
or services, and revenues);

» step 2—strategy and environment— a description oftrategy in terms
of the degree of exploration (search, variatiorsk ritaking, and
innovation by the firm) and exploitation (refinenerefficiency,
selection, and implementation by the firm). Thedeatsgies are
categorized as: reactor (a strategy that lacksnéentional strategy
toward innovation; it makes adjustments when foroedvhen there is
an urgent need or problem), defender (a strategy fbcuses on
exploitation and innovation only in narrow, limiteateas), analyzer
without innovation (a strategy that is similar tdefender but with more
emphasis on exploration), analyzer with innovat{anstrategy that is
similar to prospector but with more emphasis onlatation) and
prospector (a strategy that takes an aggressiveagp to innovation,

8 R.M. Burton, G. DeSanctis, B. Obérganizational Design.. op.cit.

46



systematically searching for new opportunitiesetjularly experiments
with change). Another variable is teavironment, which is defined in
terms of the degree of complexity and unpredictgbillhis leads to
there being four types of environment: a calm emment (with low
complexity and low unpredictability), a varied emviment (with high
complexity and low unpredictability, a locally stay environment (with
low complexity and high unpredictability), and aliulent environment

(with high complexity and high unpredictability);

step 3—structure — determined by:

- configuration- defined in terms of organizing assignment of sshksa
and coordinating relationships between them. Censid the basic
configurations: product/service/customer orientatiand functional
specialization there are four configurations: sinfthsks or activities
are specified on an ongoing basis rather than imarack; an
organization where one individual, the boss, ioesible for all
activities), functional (tasks are assigned by meation of work;
tasks are grouped by skill requirements), divisidtasks are assigned
to relatively independent divisional units by protucustomer,
region; or other externally orientated focus; eduiision is relatively
self contained; executives make policy and findnde&isions), and
matrix (a combination of a functional and divisibriarm; a dual
focus; a dual hierarchy)

- complexity — defined in terms of horizontal differentiatichg degree
of task specialization across the hierarchy) artioat differentiation
(the depth of the hierarchy; total number of leyvétp to bottom).
Considering these two factors there are four coriyldypes: blob
(an undefined organization in the sense that tlaeeeno formally
specified subunits), tall (a large number of levieten bottom to top;
low horizontal differentiation and high verticalffdrentiation), flat
(many jobs at the bottom and few levels bottono high horizontal
differentiation and low vertical differentiationand symmetric (a
balance of specific jobs and levels; neither tall fiat; high on both
horizontal and vertical differentiation);

- geographic distribution — defined in terms of optimum sourcing (the
decision to locate operations in a place in thedwiiat brings the
greatest advantage to the firm in terms of custoowertact, cost
efficiency, human resource skills, or other objdt) and locally
responsive (the decision to distribute work in madogales versus
consolidating work in a centralized location). Gdesing these two
factors there are four geographic kinds of distidou global,
international, multi-domestic and transnational;

- knowledge exchange- defined in terms of IT infusion (the extent to
which an organization relies on information teclogy, including
data processing and a computer-based communicatjstem to
support knowledge exchange) and virtualization (dhegree of
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boundary — spanning, that a firm uses as a basiskriowledge
exchange). Considering these two factors, therdoarestructures for
managing knowledge exchange: ad hoc communications
(virtualization and IT infusion are low), informatdvirtualization is
low and IT infusion is high), cellular (virtualiZzat is high and IT
infusion is low), and network (virtualization ant infusion are high);
step 4— process and people- the determination of task repetitiveness
and divisibility gives rise to identifying four tiaslesign spaces: orderly
(work is organized in a way that is highly divigldnd highly repetitive;
usually requires relatively little coordination angp subtasks),
complicated (work is organized in a way that is wety divisible but
highly repetitive; usually requires a high degréeaordination among
subtasks), fragmented (work is organized to belpighvisible but not
repetitive; usually requires less coordination cared to complicated
task design), and knotty (work is organized in ay\laat is neither
divisible nor repetitive; usually requires not ordgordination among
subtasks but also support for the non-repetitiviureaof subtasks).
Peopleare defined by their number and professionalizatidrere are
four people spaces: shop (few people who are nghhhiskilled),
factory (many people who have low skills), laborgt¢few people,
where each one has high professionalization ogla leivel of skill), and
office (many people with high professionalizatiomeadership and
organizational culture are connected with peopkadership styleis
defined by uncertainty avoidance and preference defegation.
According to these two criteria, there are four tkadership style
spaces: maestro (top management orchestrates the afoothers
through a combination of direct involvement andhhiglerance for
uncertainty), manager (top management prefere lifiblegation and
avoids uncertainty — similar to theory X), lead¢op( management
prefers delegation and accepts uncertainty - sinwdatheory Y), and
producer (top management avoids uncertainty anctagh preference
for delegation).Organizational culture is defined by tension (the
degree to which there is a sense of stress or ehplgical “edge” in
the work atmosphere) and readiness to change. Téwerefour the
climate spaces: group (low tension and low readings change),
internal process (high tension and low readiness ctange),
developmental (low tension and high readiness mgh), and rational
goal (high tension and high readiness to change);
step 5— coordination and control — defined by decentation and
formalization. There are four coordination and coinspaces: family
(rely on informal and centralized means of contraiachine (rely on
formal and centralized means of control), markely(on informal and
decentralized means of control), and clan or mogety on high
formalization and high decentralization). In adultito coordination and
control, information system is a vital component. It is defined by the
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amount of information and the tacit nature of infation. These two
dimensions create four information system spacesntedriven, data-
driven, people-driven and relationship-driven. Tlhst component in
this step is arincentive systemdefined by the target of incentives
(choice of whether to base incentives on individuagroup work) and
basis of evaluation results (choice of whether #&@ebincentives on
behaviour or results). These two dimensions crdate incentive
system design spaces: personal pay (rewards asesl lwas behaviour
evaluation as executed by an individual), skill paeyvards are based on
behaviour evaluation as executed by the particgtaup of people
within the unit of analysis), bonus based pay (relfwaare based on
results evaluation as executed by an individuald arofit sharing
(rewards are based on results evaluation as exkdytea group of
people within the unit of analysis).

Table 2.6 shows fit and misfit for all of thesaustural dimensions.

Table 2.6.Fit and misfit for structural dimensions by R.MuiBn, G. DeSanctis i B.

Obel.
. Organizational Model
Design space
A B C D
Neither exploitand| explore and | exploit and
Goals efficiency effectiveness | efficiency or
explore and
effectiveness
reactor defender prospector|  analyzer with
Strategy types innovation of
analyzer
without
innovation
Environment calm varied locally stormy turbulent
Configuration simple functional divisional matrix
Organizational blob tall flat symmetric
complexity
Geographic distribution  global internationall multi-domestictransnationa
Knowledge exchange ad hoc | informated cellular network
communication
Task design orderly complicated fragmentepd knotty
People shop factory laboratory office
Leadership maestro managet leader produger
Organizational cultur¢  group Internal | developmental rational goal
process
Coordination and family machine market clan /mosajic
control
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Information system | event-driven  data-driven  pedafigen | relationship
driven

Incentives personal pay skill pay bonus pay pdfaring

Source:R.M. Burton, G. DeSanctis, B. Obé&rganizational Design. A Step-by-Step Apprgach
Cambridge University Press, Cambridge 2006, p.194

The mutual adjustment of the design spaces deskctiyethe authors is
presented in columns A, B, C, and D. However, édseto be stressed that the
listed types have a model character, and the rgabar of intermediary states
between these extremes is unlimited. Every orgénizeshould adjust these
characteristics to its individual needs.
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3. TYPOLOGY OF ORGANIZATIONAL STRUCTURES

3.1 Traditional Organizational Structures

The person who was a precursor of research intanargtional structures
was Max Weber, the author of bureaucracy theorye8ucracy is a form of
organization based on logic, order, and the legitdruse of formal authority.
Max Weber described an “ideal” form, according thiat bureaucracies are
supposed to be orderly, fair, and highly efficiehte bureaucratic features of
organizations includ&:

e aclear-cut division of labour;

* a strict hierarchy of authority;

» staffing by technical competency,

» formal rules and procedures

* an impersonal approach to decision making.

Bureaucracies can be too rigid and formal. By relyheavily on rules and
procedures, they can be slow to respond to rapitignging and uncertain
environments. Such organizations can also becomeldy as they grow large.
Too many levels in the hierarchy of authority camse higher managers to lose
touch with lower level operations. Overspeciali@atiof jobs can reduce
employee initiative and creativity as workers confoto rules instead of
reaching out in new directions.

A particular object of interest of the classics afganization was the
workplace and work as a form of activity. They weramined in terms of work
efficiency, which was supposed to be mostly dependa the individual's
characteristics and work conditions. A significaaintribution in this respect
was made by F.W. Tayf5rand his scientific management theory, which
demanded detailed observation and measuremeneaftee most routine work
in order to find the best way to do it. Taylor adated a style of management
that divided work in such a way that every workieom the director to the
lowest managerial position, would have the leasisifiible number of various
activities to perform, which is termed function&usture. According to Taylor,

% M.Weber: The Theory of Social and Economic Organizatiwvilliam Hodge and Company
Limited, London 1947
B EwW. Taylor:Scientific ManagemenHarpers & Brothers, New York 1947
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the separation of executive from management woskideto the latter being
linked into one body — an organization office.

A classical account of the development of orgaiopastructure was also
given by H. Faydf, who described its two stages:

= the owner is himself a worker;

= the owner employs workers, which brings about theisidn of

functions into two areas: management and executive;

= intermediary levels of management are formed,;

= with an increase in the number of workers, thetos of foremen and

managers are created;

= a further increase in the number of workers reguireanagerial

gualifications, which makes it necessary to appodepartment
managers;

= the number of levels in the hierarchy increases wite number of

workers, and every manager has no more than fofird¢oimmediate
subordinates;

= the number of levels continually increases up ¢ieor nine.
Consequently, the development of a company leadlsetareation of “offices-
factories”, i.e. permanent, exact and strong adstrition.

To summarize, the classic approach to organizgteneives it is a rational
being designed to realize its creator’s objectivesieeds to be remarked that
this rationality has a narrower, technical meanifige basic structural category
is division of work and specialization, as well ldsrarchy understood as the
issue of superiority and subordination, and noy dhé issue of superiority and
inferiority of objectives and tasks in organizeduyp activity. The principal
means to ensure the integration of individual aitis with the organization’s
objectives is formalization. Furthermore, due togedural coordination, there is
created a set of abstract, more or less lastiagioak that govern the behaviour
of each member of the organization. The resulthef ¢lassics’ work was the
elaboration of a conception of organization strretwompatible with the
requirements of a stable environment. In such emddr, formalized and
decentralized organization structure (mechanicelcsire), the focus is on
precision, durability, reliability, and disciplinayhich inevitably lead to the
impersonalization and rigidity of the structife Examples of (classical)
hierarchic structures include:

» entrepreneurial (line, simple) structure;

» functional structure;

» line and staff structure.

86 1. Fayol:Administracja przemystowa i ogéln@&/ydawnictwo INOIK, Pozna1947

87 A. Zakrzewska — Bielawskatruktura organizacyjna przegbiorstwa w ugciu klasycznym,
wspotczesnym i przysztyrm: ,Tradycja i wspoétczesdé w metodologicznym nurcie
zargydzanid J. Czekaj (ed), Wydawnictwo Akademii EkonomiczmnejKrakowie, Krakow
2007, s. 27-37.
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The entrepreneurial (line, simple) structure built around the
owner/manager and typically utilized by small comipa in the early stages of
their development is illustrated in Figure 3.1.idt a structure where the
arrangement of tasks, responsibilities, and comaatioin is highly informal and
accomplished through direct supervision. Because gbope of the firm's
activities is modest, there is little need to folizeroles, communication, and
procedures. It can also allow for a rapid respdnsproduct/market shifts and
the ability to accommodate unique customer demamddhout major
coordination difficulties. A simple structure encages employees to multitask,
and they are efficacious in a business that sexn&@smple, local product/market
or a narrow niche.

Entrepreneurial
owner/ manager

r==-=========-=-=-=-"=7 B B il

Employee Employee

hierarchical bond
———————— functional bond

Figure 3.1.The entrepreneurial (line, simple) structure
Its advantages and disadvantages are summaridexbia 3.1.

Table 3.1.Advantages and disadvantages of the entreprehéirple) structure

Advantages Disadvantages

* enables the founder, who, logicallys the founder may not have sufficient
understands the business, to control| itsspecialist knowledge in certain areas

early growth and development, * substantial management centralization,
+ uniformity of management and ease of « low flexibility,
maintaining discipline, « omitting the principle of specialization

« clear determination of the scope of « tendency for bureaucracy
tasks, rights, and responsibilities,

» fast decision-making,

 superiors’ and subordinates’ sense of
confidence and stability,

« efficient flow of information

Source:based on:P. J. Montana, B. H. CharnoManagement3™ edition, Barron's Educational
Series, 2000, D. R. Moar®roject Management: Designing Effective Organizaal
Structures in ConstructionBlackwell Pub. 2002; S. Lachiewicz, H. Zdrajkowska:
Struktury organizacyjnein Organizacja pracy kierowniczejS. Lachiewicz (ed.)
Absolwent, £6d 1994
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The functional structure, illustrated in figure 3.2., is commonplace in dma
firms which have outgrown the entrepreneurial dtmec and in larger firms
which produce only a limited range of related prtdwand services. It is also the
typical internal structure of the divisions and ibess units which comprise
larger diversified organizations. It is more suiéalm a stable environment than
a turbulentone, as it is generally centralized with corporatel competitive
strategies again being substantially controlled thg strategic leader. It is
a structure in which the tasks, people and teclymedonecessary to do the work
of the business are divided into separate “funefiogroups (e.g. marketing,
operations, finance) with increasingly formal prdaees for coordinating and
integrating their activities to provide the busiiegproducts and services.

Board
Strategic leadership

L Fa--=-=-========= a

Production Marketing Personnel
department department department

hierarchical (line) relationship
"""""""""""" functionalrelationshi

Figure 3.2.The functional structure

Advantages and disadvantages are summarized a3ahl
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Table 3.2.Advantages and disadvantages of the functionattstre

Advantages Disadvantages
* achieves efficiency through » competence disputes and occasionally
specialization, issuing contradictory orders,
 develops functional expertise, » a complicated communication network;
« differentiates and delegates day-to-dayes promotes narrow specialization and
operating decisions, functional rivalry and conflict,
* retains centralized control of strategic| ¢ creates difficulties in functional
decisions, coordination and interfunctional
« tightly links structure to strategy by decision making,
designating key activities as separate| ¢ functional specialists may seek to build
units mini -empires

Source: based on: D. R. MooreProject Management: Designing Effective Organizadio
Structures in ConstructignBlackwell Pub. 2002; Bielski M.:Organizacje. Istota,
struktury, procesyWydawnictwo Uniwersytetu +ddzkiego, £6d 997; Thompson A.A.,
Strickland A.J.:Strategic Management — Concepts and Casesin Homewood, IL,
Boston 1992

The line and staff structure (Figure 3.3.) is a structure in which staff
specialists are added to a line organization tasaggerve or support the line in
some manner. These specialists contribute to fieetefeness and efficiency of
the organization. Their authority is generally led to making
recommendations to the line organization. Sometirtiés creates conflict.
However such conflict can be reduced by havingf Spécialists obtain some
line experience, which will tend to make them hettederstand the problems
facing the line managers they support. The linestaff structure generally has
a centralized chain of command. Line-and-staff mgang have direct authority
over their subordinates, but staff managers havautizority over line managers
and their subordinates. Because there are moreslayed presumably more
guidelines to follow in this type of organizatidhe decision-making process is
slower than in a line organization. The line-araffsbrganizational structure is
generally more formal in nature and has many dejyrts.

Advantages and disadvantages are summarized a3ahl
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Figure 3.3.The line and staff structure

Table 3.3.Advantages and disadvantages of the line and Htaffture

Advantages Disadvantages

 preservation of management uniformitye threat of the occurrence of conflicts

and responsibility, between line and staff,
« greater efficiency and correctness of | ¢ tendency for making staff units

managers’ decisions, autonomous,
» making use of experts’ opinions, « line units may over- or underestimate the
« simplicity and clarity of construction, advice and opinions formulated by staff

units

Source:based onP. J. Montana, B. H. CharnoManagementSrd edition, Barron's Educational
Series, 2000, D. R. Moor@roject Management: Designing Effective Organizagio
Structures in ConstructionBlackwell Pub. 2002; S. Lachiewicz, H. Zdrajkowska
Struktury organizacyjnein Organizacja pracy kierowniczejS. Lachiewicz (ed.)
Absolwent, L6d 1994

The classics were convinced that there existedi@al,i universal structural
form. However, with the increasingly complex enwingent and appreciation of
the role of people in organizations, theories ajamizational structure also
changed and more organic and flexible forms wesated.
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3.2. Organizational Structures according to Mintzbeg

Two approaches to the analysis of organizatiorraktires that have been
put forward in recent years are those of HandyMimdzberg. Handy, analyzing
organizations in terms of their cultures, idendfi®ur structures that supported
them. These four structures are imaginatively desdras follows?

the web structure, where power is centralized in the hands of akew
individuals, and which is suited to small organizas;

the Greek temple which is based on functional specialisms andeefi
roles, and is generally seen as a bureaucracy;

the net which is essentially a matrix organization, inievh project
teams are coordinated by line and functional urdisgd where the
emphasis is on the task;

the cluster, or galaxy which is constructed around relatively
independent and self-supporting individuals, sushira professional
practice of some kind (doctors, architects, accmist etc).

In practice, it is likely that organizations wilbmprise of more than one of the
above-mentioned models, even though one may bendormi

In a less imaginative but more pragmatic mannentiierd® developed his
rational concept of an organization as composédiivefsegments (Figure 3.4.),
summarized as follows:

“operating core” — refers to those employees whoycaut the various
tasks related to the primary activities of the eatinain, which include
securing inputs, transforming the inputs into otdplby adding value
and then distributing the outputs;

“strategic apex” — a strategic leader and his ordodleagues who are
responsible for developing the corporate strateggnaging relations
with the environment, designing the structure, altwtating resources;
“middle line” — middle managers, with authoritynli the strategic apex
with the operating core. They manage the tasksiechmut by the
operating core, applying the policies and systemabdished by the
strategic apex, and feed information up and dowrotiganization;
“support staff” — support activities occur at varso levels in the
hierarchy and provide assistance to both middle agars and the
operating core. Such activities would include reseand development,
public relations and certain aspects of the permslofunction such as
running the payroll;

“technostructure” — comprises of analysts who dffee work of others,
such as work study analysts, planners, and trauugrecruitment staff.

8 ch. B. HandyUnderstanding Organizationg!" edition, Penguin Business, London 1993, p.32
and next

8 H. Mintzberg:Structure in Fives: Designing Effective OrganizatioPrentice HallEnglewood
Cliffs 1983
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Middle Support Staff
Line

Operating Core

Figure 3.4.The basic parts of organizations — the Mintzbeogleh

Source:H. Mintzberg, J. B. QuinnThe Strategy Process, Concepts and Cont&tentice Hall,
New Jersey 1992, p.158

Mintzberg’'s model looks, on the surface, as if @swa hierarchical model
associated with bureaucracy, but he uses it flgxibl develop five different
configurations of structure. His synthesis of reseanto organizations produces
a set of five clusters, or configurations, thatyide the focal points of the study
of organizations. These configurations reduce thgasate influences of key
organizational features into manageable conceptsn be used in the study of
organizations. In Mintzberg’s own wordsn“each structural configuration,
a different coordinating mechanism is dominant, dfetent part of the
organization plays the most important role, and dfedent type of
decentralization is usédThe five configurations are as follows:

1. Simple structure is a type of organization with little technical dan
support staff, strong centralization of decisionking in the upper
echelon, and a minimal middle level. This structhes a minimum of
vertical differentiation of authority and minimalormalization. It
achieves coordination through direct supervisioftero by the chief
executive in the upper echelon. It is very closedyated to the
entrepreneurial structure;

2. Machine Bureaucracy is a type of organization with well-defined
technical and support staff differentiated from kime operations of the
organization, limited horizontal decentralizatidrdecision making, and
a well-defined hierarchy of authority. This type ofganization is
generally found where work is routine, with stamtized production
processes. Jobs are tightly defined and regulatetithere is a powerful
technostructure to search for efficiencies and coatrol opportunities.
There is strong formalization through policies, qgaures, rules, and
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regulations. Coordination is achieved through taadardization of the
work processes. A machine bureaucracy is relatiggdy to change,
and therefore more suitable for stable environmeoteaditions. In
a number of respects it is similar to the functisteaucture;

3. ProfessionalBureaucracy emphasizes the expertise of professionals in
the operating core of the organization. Technica support staff serve
the professionals. There is both vertical and lootizl differentiation,
and coordination is achieved through the standatidiz of the
professionals’ skills. It is bureaucratic but nentralized, and power
lies with expert professionals and professional agens;

4. Divisionalized Structure is a loosely coupled, composite structural
configuration. It is a configuration composed ofisions, each of which
may have its own structural configuration. Eachigin is designed to
respond to the market in which it operates. These vertical
decentralization from the upper echelon to the ieidadf the
organization, and the middle level of managemetitéskey part of the
organization. Division will be expected to agregechbves and targets
with the strategic leader; and measures of effegtierformance related
to these will be used for monitoring and controrgmses, hence the
standardization of outputs is the most appropriatordination
mechanism. This form of organization may have oivsidn that is
machine bureaucracy, one that is an adhocracypaadhat is a simple
structure;

5. Adhocracy is a highly organic, rather mechanistic, configiara with
minimal formalization and order. It is designedfise interdisciplinary
experts into smoothly functioning ad hoc projeetns. Liaison devices
are the primary mechanism for integrating projeanms through the
process of mutual adjustment. There is a high @egre horizontal
specialization based on formal training and experti Selective
decentralization of project teams occurs within cuathcy. Adaptive
strategic changes, originating anywhere within trganization, are
likely to be commonplace and encouraged as thifgruoation attempts
to deal with a complex and dynamic environment.

Table 3.4. summarizes the prime coordinating mashanthe key parts of an

organization, and a type of decentralization forcheaf these structural
configurations.
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Table 3.4.Selected features of Mintzberg'’s five configurato

Features

Simple structure

Machine
Bureaucracy

Professional
Bureaucracy

Prime coordinating

direct supervision

standardization of

standardization of

mechanism work processes skills

Key part of strategic apex technostructure operating core

organization

Type of centralization limited horizontal | vertical and

decentralization decentralization horizontal

decentralization

Agelsize young, small old, large variously

Technology simple simple and simple, non-
regulated regulated

Environment simple and simple and stable complex and stal

dynamic

D

Power and values

controlled by
strategic leader-
possibly owner/

technocratic and
sometimes external
control

professional
manager control

manager
Divisionalized Adhocracy
Structure
Prime coordinating | standardization of | mutual adjustment
mechanism outputs
Key part of middle support staff
organization management
Type of limited vertical selective
decentralization decentralization | decentralization
Age / size old, large young
Technology divisible subtle, often
automated
Environment relatively simple | complex and
and stable but dynamic
diverse
Power and values middle expert control
management
control, i.e.

general managers

Source: H. Mintzberg: Structure in Fives: Designing Effective Organizato Prentice Hall,
Englewood Cliffd983, p. 280-281

The above-mentioned five structural configuratienglain the fact why
organizations decide to change their structurescofmpany with a simple
structure will evolve towards machine bureaucrasyitagrows and becomes
older. Adhocracy may gradually transform into pssienal bureaucracy (if

there is a tendency to stabilize the operatiorténorganization). Nevertheless,

e

these configurations still remain in the domain abfissical organizational

solutions.
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3.3. Alternative Organizational Structures

There are a number of different alternative orgational structures besides
classical structures and Mintzberg's configuratioi$ie basic organization
structures formed in the course of the developmehtthe science of
management include:

e divisional structure,

* holding company structure,

* team based structure,

e matrix structure,

» tensor structure,

* hybrid structure.

The divisional structure is one in which a set of relatively autonomous
units, or divisions, are governed by a central omafe office but where each
operating division has its own functional spectaligho provide products or
services different from those of other divisionsithivi this structure, divisions
can be organized according to individual produsgsyices, geographic regions,
customers, product groups, major projects or prograbusinesses, or profit
centres. A divisional structure promotes flexilpilitecause each unit is relatively
small and can adopt to the needs of its environmdoteover, this structure
decentralizes decision making, because the linesithority converge at a lower
level in the hierarchy. Each division is headedabgeneral manager who is
responsible for strategy implementation and to serient strategy formulation
within the division. This structure is excellent fachieving coordination across
functional departments. It works well when an oigation can no longer be
adequately controlled through the traditional \eadtihierarchy, and when goals
are orientated toward adaptation and change.

An example of the divisional structure is illusgdtin Figure 3.5., using
product groups as the means of divisionalizing.
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Figure 3.5.The divisional structure

Advantages and disadvantages are summarized a3ahl

Table 3.5.Advantages and disadvantages of the divisionatttre

Advantages

Disadvantages

suited to fast change in an unstable
environment

leads to customer satisfaction becaus
product responsibility and contact
points are clear

involves high coordination across
functions

allows units to adopt to differences in
products, regions, customers

best in large organizations with severa
products

+ eliminates economies of scale in
functional departments
e+ leads to poor coordination across
product lines
* eliminates in depth competence and
technical specialization
» makes integration and standardization
across product lines difficult
« divisions may tend to think short term
il and concentrate on profits
« divisions may be of different sizes and

decentralizes decision making

some may grow very large

Source:based on: Daft L.RUnderstanding the Theory and Design of Organizaidrhomson
South- Western, United Kingdom 2007; Nalepka A.,zida A.: Podstawy badania
struktury organizacyjnejWydawnictwo Akademii Ekonomicznej w Krakowie, Kiaw
2007; Schermerborn J.R. Xanagement for Productivi,tylth edition, John Wily & Sons,

Inc., Toronto 1993
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The holding company structure illustrated in Figure 3.6., is ideal for
diversified conglomerates where there are few d#pendencies between the
businesses. The small head office acts largely rasneestment company,
acquiring and selling businesses and investing snaa® appropriate. The
subsidiaries, which may or may not be wholly owres, very independent, and
their general managers are likely to have full oesibility for the corporate
strategy within any financial constraints on tasgegt by headquarters. It is quite
common to find that subsidiaries operate undewiddal names rather than the
name of the parent organization, especially if theyacquisitions which may at
any time be sold again. The holding company stractis particularly
appropriate for companies pursuing restructuringtagies, buying, rationalizing
and then selling businesses when they can no ladgkfurther value.

Board
Strategic leadership

Lega Financt

Company A Company B Company C
(wholly owned) (wholly owned) (80% owned)

Independent and largely uncoordinated subsidiaries

Figure 3.6.The holding company structure
Its advantages and disadvantages are summarizailén3.6.
Table 3.6.Advantages and disadvantages of the holding coyngtancture

Advantages Disadvantages
* low central overheads « individual companies may feel
* holding company able to finance threatened and perpetually “for sale”
subsidiaries at favorable cost of capital « no centralized skills to support the
* spreads risk and allows for cross — businesses
subsidization between most and least| ¢ no synergy
profitable businesses * possible lack of group identity and hence
« facilities acquisition, divestment and difficulties of control — corporate
decentralization strategy may not seem coherent

Source:based on: Thompson J.IStrategic Management. Awareness and Chaaffeedition,
Chapman & Hall, London 1993; Salaman Gnderstanding Business: Organizations
Routledge, 2001

The team based structure(shown in Figure 3.7) seeks to simplify and
amplify the focus of resources on a narrow buttefjigally important product,
project, customer, or innovation. In this structuspecialists from different
domains work together to complete projects. Althoagmetimes teams are self-
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managed, generally a team leader is appointedhayteer level of management.
When a team’s task consists of projects rather tmgoing activities, the team
typically disbands after a project is completed asdnembers move on to other
projects. An organization in which a temporary testnucture is dominant is
called an adhocracy. The adhocracy form of orgéioizdnas been developed to
simultaneously deal with coordination problems aiged with
intraorganizational specialization and the requeetnfor quick responses
associated with fast changing environments. Notesim-based organizations
are adhocracies. The term refers specifically gmoizations in which the teams
are temporary structures. Other project team bagedtures include permanent
multispecialist teams.

Chlef EXGCUtIVE OfflCE ..............................................
Experts from

outside

Research and Operations Finance Marketing

UL L

Figure 3.7.The team based structure
Its advantages and disadvantages are summariZexblia 3.7.

..... . Team

Table 3.7.Advantages and disadvantages of the team basmduser

Advantages Disadvantages
» making use of the expert knowledge gf « project groups might become
specialists; excessively autonomous and hierarchical

« direct contacts between members of the relations between them might develop
project team and team problem solvingy it might be difficult to precisely define
« short communication paths and fast scopes of rights and responsibilities of

decision making; project teams and the main organization;
« high flexibility and speed of reaction tq * project groups might stabilize and
new problems; indefinitely prolong the realization of
» substantial innovation activity of the project;
members of the project team; « it might be difficult to coordinate
« taking the burden of current activities, especially if several projects
management off top management are being carried out at the same time|in

the organization

Source: based on: Druckman D., Singer J.E., Van Cott H®rganizational Performange
National Academies Press 1997; Beyerlein M.M., B&yer5.T., Johnson D.ATeam-
Based OrganizingEmerald Group Publishing, 2003; Pettigrew A.Menton E.M..The
Innovating OrganizationSAGE, 2000
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The matrix structure is one in which functional and staff personnel are
assigned to both a basic functional area and tmjagt or product manager. It
provides dual channels of authority, performanspaoasibility, evaluation and
control, as shown in figure 3.7. The matrix formntended to make the best use
of talented people within the firm by combining tadvantages of functional
specialization and product-project specializatidhis structure also increases
the number of middle managers who exercise genenanagement
responsibilities (through the project manager raey, thus, broaden their
exposure to the organization’s wide strategic corxeln this way, the matrix
structure overcomes a key deficiency of functiongjanizations while the
retaining the advantages of functional specialmatiThe matrix formalizes
horizontal teams along with the traditional veitiogerarchy and tries to get an
equal share of both. However, the matrix may siift way or the other. Many
companies have found a balanced matrix hard toemeht and maintain
because one side of the authority structure ofteminiates. As a consequence,
two variations of matrix the structure have evolvea functional matrix and
a product matrix.

Chief Executive Officer

Director of Design Production Marketing Admini-
product Vice Vice Vice stration Controller
operations President President President Vice President
{ Product 7Y 7Y 9 7Y 9
Manager A
{ Product @ T
Manager B * * *
L Product
Manager C T ‘ T ‘ ‘
e staff

Figure 3.8.The matrix structure (fragment)

Its advantages and disadvantages are summaridexbia 3.8.
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Table 3.8.Advantages and disadvantages of the matrix streictu

Advantages Disadvantages
» accommodates a wide variety of  causes participant to experience dual
project-oriented business activities authority, which can be frustrating and
* provides good training ground for confusing
strategic managers * means participant need good
» maximizes efficient use of functional interpersonal skills and extensive
managers training
« fosters creativity and multiple sources| ¢ may result in confusion and
of diversity contradictory policies
* gives middle management broader * necessitates tremendous horizontal and
exposure to strategic issues vertical coordination

Source:based on Daft L.RUnderstanding the Theory and Design of Organizaidrhomson
South- Western, United Kingdom 2007; Stoner J.AFfgeman R.E., Gilbert D.R. Jr:
Management6th edition, Prentice Hall, Englewood Cliffs, New Jerd®95; Harrison F.L.,
Lock D.: Advanced Project Management: A Structured Appro&dwer Publishing, Ltd.,
2004

The tensor structure develops the matrix structure by taking into actau
third dimension, e.g. a company that operates avitlivisional/functional matrix
structure wants to include multi-geographic adegtin its structure (Figure
3.9). The core strength of this structure is thenlmmation of product focus
through divisions, functional knowledge through dtions, and close supplier
and customer managements through regions.

Logistics and
Distribiution Svsternr

Operations Finance | Marketing
v v v
Product A
> L
Product B
> q
Product C AN Region !
e~ Region .
Recon1

Figure 3.9.The tensor structure
Source: S. DressleBtrategyOrganizational Effectiveness and Performance Mansgg: From
Basics to Best Practicebniversal-Publishers, 2004, p.98
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Its advantages and disadvantages are summariZexblia 3.9.

Table 3.9.Advantages and disadvantages of the tensor steuctu

Advantages Disadvantages
» enables ideal adaptation, flexibility « relatively high level of complexity
with regard to market needs and * people are often overstrained-
business conditions, and economies df employees simply treat one dimension
scale; as dominating, and second and third

» can be extremely powerful for global dimensions are neglected

players with wide product portfolios | « creates significant overhead costs
* innovativeness compared to mono-level structures
* more administrative efforts

Source: based on S. DresslerStrategy, Organizational Effectiveness and Performance
Management: From Basics to Best Practjddmiversal-Publishers, 2004, p.98

The presented structures do not cover all the pitigss in the sense that
personalized varieties of each of these alterrattem be easily developed.

As a practical matter, many structures in the vealld do not exist in the
pure forms which have been outlined in this chapdgganizations often use a
hybrid structure that combines the characteristics of functiondjstbnal,
geographical, team or other structures to take ratedge of their strengths and
avoid some of their weaknesses. Hybrid structueesl to be used in rapidly
changing environments because they offer the azgtion greater flexibility.

3.4. Modern and Future Organizational Structures

Modern structures, typical for theory and pract€enanagement for the last
10-15 years are: process (horizontal) structuréyer& and virtual structure,
boundaryless structure and others.

The process (horizontal) structure organizes employees around core
processes, which is shown in Figure 3.10. Orgaioizsitypically shift toward a
horizontal structure during a procedure called gaegering (it basically means
the redesign of a vertical organization along itgizontal workflows and
processes). A process refers to an organized grbrglated tasks and activities
that work together to transform inputs into outptist create value for
customers? In a process structure all the people throughbat drganization
who work on a particular process (such as clainmllireg or order fulfilment)
have easy access to one another so they can corateiaind coordinate their
efforts. The horizontal structure virtually elimtea both the vertical hierarchy
and old departmental boundaries. Technological ressyemphasizes computer
— and Internet-based integration and coordinat@ustomers expect faster and
better service, and employees want opportunitiassetheir intelligence, learn

% M. Hammer, S. Stantortlow Process Enterprises Really Wptharvard Business Review
77/1999, p.108-118
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new skills, and assume a greater responsibilityysTmumerous organizations
choose horizontal structures.

Top
Management
Tean

Process
— Owner

Market Research Product\ Testing
Analysis Plarnin

New product Development Process

Process
— Owner

d

Analysis Purchasing Material Distribution
Flow

Figure 3.10.The process (horizontal) structure
Source:F. Ostroff: The Horizontal Organization, Oxford idersity Press, New York 1999, p.102

Its advantages and disadvantages are summaridexbia 3.10.
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Table 3.10.Advantages and disadvantages of the horizontadtsire

Advantages Disadvantages
» promotes flexibility and rapid responses determining core processes is difficult
to changes in customer needs and time consuming

« directs the attention of everyone towarc requires changes in culture, job desigr,
the production and delivery of value tg management philosophy, and

the customer information and reward systems
» each employee has a broader view of| ¢ traditional managers may balk when
organizational goals they have to give up power and authorty
» promotes a focus on teamwork and | ¢ requires significant training of
collaboration employees to work effectively in a
* improves the quality of life for horizontal team environment,
employees by offering them the « can limit in-depth skill development

opportunity to share responsibility,
make decisions, and be accountable for
outcomes

Source:based on Hoag B., Cooper C. Managing Value-Based Organizations: It's Not What
You Think Edward Elgar Publishing, 2006; Barabba VNeeting of the Minds: Creating
the Market-based Enterprisélarvard Business Press, 1995; Schmidt W.D., Rie&,D
Vicek Ch.W.:Managing Media Services: Theory and Practitéraries Unlimited 2000;
Kermally S.:Management Ideas: In BrieButterworth-Heinemann 1997; Roberts The
Modern Firm: Organizational Design for Performanead Growth Oxford University
Press, 2004

The network form has been developed in order to deal simultaneauity
higher levels of interorganizational specializatiand a greater need for fast
adaptation that follows from more instability andbulence in organizational
environments. When organizations specialize, threyoften forced to limit the
range of their competencies and team with othearomgtions with different
specializations to satisfy customer needs. Suckrarganizational teaming
results in what is called a network organizatiom eirtual organizatioft:

Network organizations are generally formed by akbrowho selects the
member organizations and coordinates their netwaldted strategic activities.
In some instances, the broker performs only stiatptanning and financial
accounting, all other functions (such as: desiganufacturing, advertising, etc.)
being carried out by other organizations in thevoek.

Similarly, a virtual organization is defined as a temporary network of
independent companies — suppliers, customers, stractors, even competitors
— linked primarily by information technology to shaskills, access to markets
and cost$? An agile organization is one that identifies a sétbusiness

° Daniel Druckman, Jerome E. Singer, Harold P. Var,Quational Research Council (U.S.).
Committee on Techniques for the Enhancement of Hurfarformance:Organizational
PerformanceNational Academies Press, 1997, p.34

2 5. Goldman:Agile Competitors and Virtual Organizatigngan Naostrand Reinhold, New York
1995
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capabilities central to highly profitable operasoand then builds a virtual

organization around those capabili

ties, allowing t#gile firm to build its

business around the core, highly profitable infdiom services and products.

Figure 3.11 shows an example

of the virtual netwsirkicture and Table

3.11 summarizes its strengths and weaknesses.

Manufacturing
Companie

Marketing and
Public Relations
Firm

Organization

developm

Core focuses on
technological

XYZ

ent

Customer Support
Functior

Logistics and
Distribution
Systems

Figure 3.11.The virtual network structure

Source: R.L. Daft: Understanding the Theory and Design of Organizaiothomson South-
Western, United Kingdom 2007, p. 219

Table 3.11.Advantages and disadvantages of the virtual nétstucture

Advantages

Disadvantages

enables even small organizations to
obtain talent and resources worldwide
gives the company immediate scale a
reach without huge investments in
factories, equipment, or distribution
facilities

enables the organization to be highly
flexible and responsive to changing
needs

reduces administrative overhead cost$

* managers do not have hands—on control

over many activities and employees

ne requires a great deal of time to manag
relationships and potential conflicts with
contract partners

« there is a risk of organizational failure
a partner fails to deliver or goes out of
business

» employee loyalty and corporate culture
might be weak because employees fee

a}
-

f

D

they can be replaced by contract services

Source: based on Putnik G., Cunha M.MAgile Virtual Enterprises: Implementation and
Management Supportidea Group Pub., 2006; Franke U.Blanaging Virtual Web
Organizations in the 21st Century: Issues and Chals Idea Group Inc (IGI), 2002;
Senior B., Fleming JOrganizational ChangePearson Education, 2005
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Creating an agile, virtual organization structumevolves outsourcing,
strategic alliances, a boundaryless structure navidextrous learning approach,
and Web-based organizations.

Choosing to outsource activities has been likeredréating amodular
organization. It provides products or services using differeelf scontained
specialists or companies brought together — outsolur to contribute their
primary or support activity to result in a successfutcome. Another way for
many companies to become more agile are strateljances. They are
arrangements between two or more companies in wadlcbf them contribute
capabilities, resources, or expertise to a jointlemtaking, usually with an
identity of its own, with each firm giving up ovdrgontrol in return for the
potential participate in and benefit from a joirgnture relationship® These
relationships are different form outsourcing, as thquesting company usually
retains control when outsourcing, whereas stratediances involve firms
giving up overall control to the joint entity, oliance, to which they become a
partner.

Outsourcing, strategic alliances, product teamcsires, reengineering are
ways to move towardoundaryless organizations They are organizational
structures that allow people to interface with ashtaroughout the organization
without the need to wait for a hierarchy to regeldhat interface across
functional business, and geographic boundariesbdBlation and technology,
particularly driven by the Internet, is and will b@ajor driver of boundaryless
organizations. Conceptually, boundaryless orgaioizatinvolve the breaking
down of structure, hierarchy, specific roles andstatice. The virtual
organization is one variation or type of boundaglerganizations.

Twenty-first century leaders have increasingly solkabout making their
organizations boundaryless, by which they meanatbeence of internal and
external boundaries between units, levels and imtstthat lessen their
company’s ability to generate knowledge, and skamvledge to the places it
can be used to create value. Forward thinkers itbesambidextrous learning
organizations as ones that innately share knowledge, enableifepwithin and
across organizations, and nurture informal relatigps within and outside
organizations to foster opportunities to be at theefront of creating new
knowledge®

Both contemporary and future companies will haveldok for a new
generation of principles and methods of functiopimgluding new structural
solutions based on a lean hierarchy, small cemétadin, formalization, and
standardization of activities.

9 J.A. Pearce, R. B. Robinson, Btrategic ManagementicGraw-Hill, New York 2007, p.347
® J.A. Pearce, R. B. Robinson, Btrategic...op.cit, p.352
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4. ORGANIZATIONAL STRUCTURES OF POLISH
ENTERPRISES IN CONTEXT OF CHOSEN
DEVELOPMENT STRATEGIES - EMPIRICAL TURN

4.1. Methodology and Field of Research

A company’s strategy is a critical factor determinits structure which also
decides its direction and character of developménerefore, every company
should decide whether it should grow or reducecigfiee or diversify, operate
in one or several markets, use creative or nortigeeamitation, enter into
alliances or not. Literature mentions various vasaof strategies at the
corporate level that take into account differemeclions and types of company
development. A complete classification at the comypi@vel was proposed by
L. Rue and P. Holland, who divide company strategm@o the following
categories:95

e growth strategies (concentration, vertical intégrat and

diversification),

» stabilization strategies,

» defensive strategies (restructuring, reductionddimg and liquidation),

* combined strategies.

Every strategic option requires an adequate org#arml structure ensuring
its efficient implementation, thus contributingttee company’s development. In
order to adjust its structure to its strategy, mngany will need to effect changes
in the division of labour, its hierarchic structurdegree of centralization,
method of coordination (cooperation between inteonganizational units) and
the degree of formalization. A growth strategy Uiyubeads to greater work
specialization, a larger management span, and mwpstantial formalization
ensuing from standardization. In the course of hiert development of
a company, it brings about a more rigid companycstire, which in turn makes
it necessary to reduce bureaucracy in the orgaomnadt structure towards an
organic structure with a high level of decentrdlaa A functional structure
with a high degree of centralization is suitable ¢oncentration strategies. By

% L. Rue, P. HollandStrategic ManagementcGraw-Hill, New York 1989, p.41
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contrast, diversification requires more decentealizstructures. It should be
noted that in the case of related diversificatiba most suitable structures are
divisional or matrix. On the other hand, in theeca$ unrelated diversification
realized in terms of external growth, a decenteaiztructure or a holding may
be more adequa?(g. Also restructuring strategies significantly infhoe
structural solutions. It usually entails the depehent of control structures and
procedures that make up an early warning sygfem.

Analysis of the organizational structures of laRggdish industrial companies
was done with respect to three different stratexptions: a single business
strategy, a diversification strategy, and a restiming strategy. The research
presented in this chapter was conducted at theriepat of Management of the
Technical University of tod in the years 2001-2006 and comprises three
research projects.

The first one, entitled The features and effects of organizational and
human resource restructuring on the example of larg companies referred
to asSample 1 was conducted in the years 2001-2002 as patieofAuthor’s
doctoral dissertations and was funded with a S@denmittee for Scientific
Research grant. The objective of the research aasdlyse top management’'s
opinions about the reasons, methods, conditionsedigttts of organizational
and human resource restructuring. The Author studiety-five companies
from all over Poland that conducted restructuringcpsses. Those companies
belonged to three sectors: light industry, the g@nerdustry and the construction
industry. They were large companies, where grospl®ment before
restructuring was over 249 persons. Empirical nit@ras collected by means
of a mail questionnaire.

The second research project call&@rganizational restructuring of
industrial companies from the Lodz area”, referred to asSample 2 was
conducted in 2003 by the Institute of Managementhef Technical University
of £6dz. The objective was to analyse changes in the argtional structure
and management system of companies that resutied rigstructuring Twenty-
seven companies from the tddrea were studied; they had evolved from
former large state-owned companies and belonge@rious sectors. The vast
majority of the companies studied (92.8%) had bzreated by 1989, so before
Poland started the process of political and ecoadransformation. Therefore,
those companies implemented extensive and profstrndtural and proprietary
changes to be able to face the new market reafity ensure prospects for
further development. Empirical material was alstlected by means of a mail
guestionnaire.

% H.G. Steinmann, G. Schreyog@arzdzanie — podstawy kierowania przedsorstwem.
Koncepcje, funkcje, przyktad@ficyna Wydawnicza Politechniki Wroctawskiej, Vétaw 2001,
p.789.

%7 A. Stabryta:Zarzdzanie strategiczne w teorii i praktyce firnwydawnictwo Naukowe PWN,
Warszawa 2005, p. 59.
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The third research project calledTHe influence of strategy on
a company’s organization”, referred to asample 3 was conducted in 2006
with a grant from the Reserve of the Rector offteehnical University of L6zl
The objective of the research was to analyse tladioeship between strategy
and organizational structure in the process of @mpdevelopment. The
companies studied included 79 large Polish manuifi]sgt companies from all
over the country. The companies were selected afeliely according to the
following criteria: manufacturing activity, employnt of over 249 persons over
the past 5 years, implementation of a businesgegyraand pursuing a growth
strategy manifested in the company’s substantiphesiveness (e.g. expanding
to new markets, manufacturing diversification, isiveent activity, etc.). In
terms of growth direction, the strategy of concatdn on one business
(specialization) was pursued by 39 companies (4Dfi¥6tal companies), and
the diversification strategy by 40 companies (50.6%he research was
conducted by the CEM Market and Public Opinion Rede Institute based in
Cracow. The research tool used was a telephoneyssupported with a mail
and e-mail questionnaire.

Respondents in all the study samples were memlidop onanagement or
their proxies.

Each of these projects encompassed a wider rangsuss; however, for the
purposes of this work, only those results concertie character and changes in
organizational structures in the context of a chodevelopment strategy are
presented. Results from the first two researcheptsjare given in Section 4.4,
which concerns changes in organizational structanssiing from restructuring
strategies, and results from the third researclegraonstitute the empirical
material for Sections 4.2 and 4.2 devoted to speateon (concentration) and
diversification. It should be noted that the ra#ilen for a strategic choice
between concentration and diversification is thenapm allocation of company
resources manifested in the pursuit of the highmstsible rate of return.
Furthermore, another key factor for making suchhaiae is the company’s
standing and the stage of market development.

Each growth strategy can be carried out internadlgxternally. Of course,
there can also be a mixture of internal and extemntions. Internal growth is
based on a company’s own investments that devedgptential on the basis of
existing assets. Most frequently, such growth leaed by investments in fixed
assets related to production capacity, which makmsssible to increase the size
of the company, its market share and financial @k(measured as its market
value). The characteristic feature of internal gioig the fact that it takes place
within an existing organizational structure.

External growth is an alternative for internal gtbwit is manifested through
various forms of cooperation with other businesgdgch may vary from very
loose cooperation to very close capital and pregmerelationships. In the
former case, external growth usually leads to ngakietter use of the potential
of the cooperating companies. In the latter caseret occurs a revolutionary
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change in the organizational-legal-proprietary atree® Consequently,
external growth includes the following: mergersséalconsolidations and
incorporations), takeovers (capital groups, holg)ngstrategic alliances and
other forms of cooperation such as cooperation emgeats, associations,
consortia, and joint ventures.

Also in this case, the manner of development (nakror external) is
determined by market and internal factors. Bothralated to the company life
cycle, as its potential for growth depends ontige of development.

4.2. Single Business Concentration

Single Business Concentratiorfconcentration strategy) is a grand strategy
in which a firm directs its resources to the paifle growth of a single product,
in a single market, with a single dominant techg;z:l?)9 It involves focusing on
doing better what a company is already doing wilis realized by using
existing strengths in new and productive ways, withhout taking the risk of
great shifts in direction. There are important orgational and managerial
advantagesto concentrating on just one business, namely:

» this strategy is based on known skills and cagasland in this respect

it is generally low risk

» there is less chance that senior management’'s ¢imerganizational
resources will be stretched thinly over too manywaes,

* because the organization’s production and marketskgls are
concentrated on specialized products and relatagucoers, these skills
can be developed and improved to create competitteantage and
furthermore it carries a heftier built-in incentif@ managers to come
up with ways to strengthen the firm’s long term gatitive position in
the industry rather than pursuing the fleeting fienef higher short
term profits;

» all the firm's managers, especially top executivwes) have hands —on
contact with the core business and in depth knaydexf operations;

» the company has the opportunity to be sensitiveottsumer needs with
innovative new product features, or enhance anysiteithe activity-
cost chain.

On the other hand single business concentraticstegly has two key

limitations, namely:

» if the industry stagnates, declines, or otherwiseomes unattractive, a
company’s future outlook dims, its growth rate bees tougher to
sustain, and superior profit performance is mucalkldrato achieve;

% Faulkner D., Bowman CStrategie konkurengjiGebethner i S-ka, Warszawa 1996
% J.A. Pearce, R. B. Robinson, Btrategic ManagementcGraw-Hill, New York 2007, p.202.
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* at times, changing customer needs, technologicaviation, or new
substitute products can undermine or wipe out agleirbusiness
company-%°

This strategy makes sense when a company’s culirehistries are
attractive, have good growth potential, and do fage serious threats. It is
particularly applicable to small businesses whidmoentrate their efforts on
specific market niches. Excepbncentrated growth (increasing use of present
products in present markets), the concentratioategly includes: market
development, product development and innovation.

Market development consists of marketing present products, often with
cosmetic maodifications, to customers in relatedkatareas by adding channels
of distribution or by changing the content of adismg or promotion. It allows
firms to practice a form of concentrated growth ibdgntifying new uses for
existing products and new demographically, psychpigically, or
geographically defined markets.

Product development involves the substantial modification of existing
products or the creation of new but related proglubat can be marketed to
current customers through established channeis.dften linked to an attempt
to extend or prolong a product’s life cycle or &ke¢ advantage of a favourite
reputation or brand name.

Innovation is a strategy that seeks to reap the premium nmagsociated
with the creation and customer acceptance of a oevgreatly improved
product.102 The line which differentiates a truly new prodtroim a modification
is extremely difficult to quantify. It can be riskyot to innovate in certain
industries as a barrier against competition. Intisgacompanies can stay ahead
by introducing new products before their rivals dad concentrating on
production and marketing to establish and cons@idastrong market position.

Out of the 39 Polish manufacturing companies stud®ample 3) that
pursued a growth strategy based on specializasimost half revealed wide
product expansion (48.7%), which means that thepufeetured a range of
products belonging to one sector that were clodstdutes meeting the same
consumer needs. These companies mostly chose lgmma based on the
criterion of product, at medium or narrow marketnoentration. Only two
companies from this group pursued wide market aunagon (introduced their
products to other geographic markets). In ordgrusue a wide range growth
strategy, companies more often chose the extermaeninvolving: merger
(4 companies), takeover (3 companies) and stratafliance in terms of

100 A A. Thompson Jr., A.J. Strickland IIBtrategic Management. Concepts and Casesin
Homewood, Boston 1992,M6edition, p. 163-164; J.L. ThompsoBtrategic Management.
Awareness and Chang€hapman & Hall, London 1993, second edition, §:497.

101 3.R. Schermerborn JiManagement for ProductivityJohn Wiley & Sons, Inc., New York
1993, fourth edition, p.229.

1925ee: Ph. Kotler, K. KellerMarketing managemennalysis, Planning and Control, 3rd ed.,
Pearson Education, Upper Saddle River, New York 20054. Pearce, R. B. Robinson, Jr.:
Strategic ManagementcGraw-Hill, New York 2007
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launching a new product (2 companies) or manufagul company). On the
other hand, a similar number of the companies studi2, which is 30.8%)
chose narrow specialization focusing only on onedpct or product line and
limiting their sales markets to one or a few segsi@én a certain geographic
market. This is synthetically illustrated by Ta#léd.

Table 4.1.Single business strategy by product and marketerttiration and growth
method in the companies studied

Range of product concentration
Range of market Total Narrow Wider Wide
concentration N % | N % | N % | N %
High specialization 20 51,8 7 1719 2 51 11 2B,2
Medium specialization 13 3383 4 10,13 3 17 6 15,4
Low specialization 6 154 1 26 3 W 2 51
Total 39 100| 12 30,8 8 20,6 19 48,7
Growth method
Internal growth 23 58,9 8 206 6 154 9 23,1
Mixed growth 16 411| 4 10,3 2 51 10 25|6
(internal and external
Total 39 100| 12 30,8 8 20,6 19 48,7

N — number of companies % - the percentage of the groupRE100%)

Source: Own research

One could argue that the greatest proportion ottmpanies studied (7, or
28.2%) pursued product development and concentgatagith strategies. Some
companies chose market development strategies tflegn and innovation
strategies (8 entities). Three companies followemtlenate product or market
development strategies, two companies intended tosup a product
development strategy, and four companies intendedfotiow a market
development strategy.

A company’s development strategy as well as chamges size, as it was
mentioned above, influences its organizational cttine. In the case of
a concentration strategy, many authors believe that best solution is
a functional structure with a high degree of cdidation.

And it is the functional structure that prevailed the companies studied
(43.6%) together with the line and staff struct(28.5%), which is shown in
Table 4.2. The growth method pursued turned outtadbe very important.
However, companies with external growth tendechimose functional structures
(14 companies). Some companies had more complicatgdnizational
structures typical of diversified companies: a mastructure was revealed in
2 companies, and a divisional structure in 4 congzarOnly a few companies
used the latest structural solutions, such asogegrstructure (2 companies) or
a process structure (3 companies). In one compéahyarmixed type of growth
a hybrid structure was found, defined as a funalietructure with elements of
a matrix structure.
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Table 4.2.Type of organizational structure and growth mettmotthe specialized

companies studied

Single business
concentration — method of
Type of the organizational Total growth
structure Internal Internal and
external
N % | N % | N %
Functional structure 17 436 14 583 3 20.0
Line and staff structure 8 205 5 20.8 3 20.0
Divisional structure 4 10,3 1 4p 3 20.0
Project/ team based structure 2 5,1 1 4.2 1 6.7
Matrix structure 2 51 1 42 1 67
Process structure 3 77 2 83 1 5.7
Networked structure/ boundaryless2 0 0.0| 2 13.2
organization 51
Others 1 26 0 0.0 1 6.7
Total 39 100| 24 100 15 100

N — number of companies

Source: Own research

% - the percentage of the group (39=100%)

Taking into consideration the range of concentraby market (Table 4.3)
and by product (Table 4.4), one could argue that:
» both companies with wide and narrow product conmagioh for the most

part chose a functional structure (10 companieghi case of wide
concentration and 5 in the case of narrow concéomieor a line and staff
structure (5 and 3 companies, respectively); thestndifferentiated
organizational structures were found with a modedggree of product
concentration: respondents mentioned both a fumatiostructure
(2 companies), a matrix structure (2 companiesy, also a divisional,
project, process, and hybrid structure;

e companies operating in a low concentration marketdéd to have
functional structures, and in some isolated caser®twas a matrix, hybrid
or networked structure; companies operating in higincentration
markets had for the most part functional struct@esntities) or line and
staff structures (5 entities); also in this case gheatest differentiation in
terms of organizational structure was shown by comgs with
moderately specialized markets, even though funatiand line and staff
structures still prevailed,

e companies following a concentrated growth stratéggded to have
functional or line and staff structures, althougtivasional structure (in 1
entity) and a process structure (in 2 entities) evatso found; in
companies following market development strategiesspondents
mentioned functional structures; similarly as ire thase of product
development strategies, companies revealed fomibgt part functional
structures (7 entities) and line and staff striedu(3 entities), and one

78



entity had a project structure; 5 out of 8 compsngth innovation

strategies had functional structures, while in dedawas divisional and in
2 cases networked; companies with moderate market product

specialization as well as those going in the dioecbf market or product
development had a variety of structures: functiqBagntities), divisional
(2 entities), project, process, matrix, and lind ataff (single entities).

Table 4.3.Type of organizational structure by product cotiion in the specialized
companies studied

Total Range of product concentration
Type of the Narrow Wider Wide

organizational structure | N % | N % | N % | N %
Functional structure 17 436 5 12,8 2 51 10 25,6
Line and staff structure 8 20/5 3 77 0 0,0 5 12,8
Divisional structure 4 10,3 2 5, 1 26 1 2,6
Project/ team based 2 51| 0 0,0l 1 26 1 2,6
structure
Matrix structure 2 51 0 00 2 51 0 0,0
Process structure 3 77 2 51 1 26 0 0,0
Networked structure/ 2 51| 0 0,0 O 00 2 5,1
boundaryless organization
Others 1 26 0 00 1 26 0 0,0

Total 39 100| 12 30,8 8 2056 19 48|7

N — number of companies % - the percentage of the group (39=100%)

Source: Own research

Table 4.4.Type of organizational structure by market conitn in the specialized
companies studied

Range of market concentration
Type of the organizational Total High Medium Low
structure specialization | specialization | specialization
N % N % N % | N %
Functional structure 177 436 9 2315 12,8| 3 7,7
Line and staff structure 8 205 5 12,8 3 r,7 0O 0,0
Divisional structure 4 10,3 2 51 2 51 0 0,0
Project/ team based structufe 2 b,1 1 26 1 26 0 0|0
Matrix structure 2 51 1 26 0 00 1 2,6
Process structure 3 77 2 51 1 6 0 0,0
Networked structure/ 2 51| 0 1 26| 1
boundaryless organization 0,0 2,6
Others 1 26 0 00 O 00 1 2,6
Total 39 100| 20 51,3] 13 333 6 154
N — number of companies % - the percentage of the group (39=100%)

Source: Own research
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A range of factors influence a company's organaral structure.
Therefore, respondents were asked to assess thetémpe of selected structural
factors from the point of view of their impact omganizational structure.
Results are shown in Figure 4.1 and Table 4.5.

18

16 —

14 [

12 [ |msize

m technology

O strategy

@ environment- government policy
@ environment- trade

10 —

6 | |3 environment- customers' requirements

0 - =
0- 1- of very little  2- of little  3- of medium 4 - important  5- key factor
unimportant  importance  importance importance

Figure 4.1.Significance of conceptual variables in the sgemdd companies studied

Source: Own research

It is surprising that for some respondents the aboentioned factors did
not play a role as structural variables, even thotleir impact is widely
recognized in literature and proven by numerousaehers. Factors that were
most often discarded as irrelevant were the enmiemi, including
governmental policy (4 respondents), the sector emstomer requirements
(2 respondents each) and company size (2 respa)dédm the other hand,
according to respondents, the most important wergtomer requirements,
technology, and strategy (these factors receivedgtieatest number of grades
4 and 5), and the least importance was attribuegbvernmental policy and the
sector. Company size was found to be a structacaf of moderate relevance.
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Table 4.5.Conceptual variables according to market / prodaotentration and method
of growth in the studied specialized compatffes

Narrow product concentration | Wider product concentration
12 entities 8 entities
Conceptual variables X S M Q X S M Q
size 4,0 0,81 4 2 2,87 0,99 3 1
technology 3,9 1,04 4 2 4,0 0,92 4 0,5
strategy 4,0 1,04 4 2 3,85 1,12 4 2
environment:
- government policy 2,81 1,25 3 2 2,62 1,59 2,5 3
- trade 3,75 1,35 4 2 3,42 1,13 3 2
- customers' requirements| 4,27 0,90 5 2 4,12 0,83 4 1,5
Wide product concentration High market concentration
19 entities 20 entities
X S M Q X S M Q
size 3,55 | 0,92 4 1 3,61 0,77 4 1
technology 4,11 | 0,87 4 1 4,35 0,67 4 1
strategy 4,0 0,90 4 2 4,05 0,97 4 2
environment:
- government policy 3,37 1,31 3,5 2,5 3,38 1,33 4 2
- trade 3,77 1,06 4 2 4,15 0,95 4 2
- customers' requirements| 4,22 1,00 4 1 4,47 0,77 5 1
Medium market concentration Low market concentration
13 entities 6 entities
X S M Q X S M Q
size 3,58 | 1,08 4 0,5 3,17 1,32 3 1
technology 3,55 1,0 4 1 4,0 1,09 4 1
strategy 3,69 1,03 4 1 4,33 0,81 4.5 1
environment:
- government policy 2,81 1,40 3 2 2,33 1,21 25 2
- trade 3,63 1,15 4 1 3,0 1,26 3 0
- customers' requirements| 4,0 1,12 4 1 4,0 0,75 4 1
Internal growth Internal and external growth
24 entities 15 entities
X S M Q X S M Q
size 3,61 | 0,89 4 1 3,38 1,17 3 1
technology 3,95 0,99 4 1,5 4,14 0,71 4 1
strategy 3,74 | 0,91 4 1 4,33 0,97 5 1
environment:
- government policy 2,9 1,48 3 2 3,21 1,18 3 2
- trade 3,59 1,26 3,5 2 3,86 0,99 4 2
- customers' requirements| 4,09 1,06 4 2 4,40 0,63 4 1

X-average S standard deviation M- median  Q — interquartile range
Source: Own research

103 Respondents were asked to assess selected factar8-8nscale, where 0 meant that a factor

was unimportant, 1 that it was of small importaace 5 that it was a key factor with a strong
influence on the company’s organizational struct@mely assessments ranging from 1 to 5 were
taken for further calculations.
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Taking into consideration the type of concentratithe factor with the
greatest relevance for company structure was customaquirements (the
average grade for this factor was 4 or higher litha groups, and in companies
with narrow product concentration the median waswhich means that
according to 50% of respondents in that group féaisor played a key role in
shaping organizational structure. Other significéattors were strategy and
technology, which is shown by their medians being the case of most groups
of companies. In companies operating in extrempgcmlized markets and in
those characterized by a mixed growth type (bothraal and internal), strategy
was assessed to be a very important structurarfaoedians of 4.5 and 5).

Company size and sector are more essential fostthetures of companies
with either narrow or wide product concentratiomerating in highly and
moderately specialized markets (a median of 4),lessl so for companies with
medium product concentration operating in low comiggion markets (a median
of 3). Company size is a more important structfmator for companies with
internal growth (3.61 on average), and sector ipoitant for mixed growth
entities (3.86 on average).

According to respondents, the least important wagegqmental policy;
however, high standard deviations and interquartlege calculated for this
factor in each of the analyzed groups show thgtamdents had the most diverse
views as to its significance and either perceivhid factor as critical or
relatively unimportant from the point of view ofrapany structural solutions.

The organizational structure of a company is charaed by certain
properties, such as: the manner of division andigrg of tasks, the type of
internal coordination, the level of centralizatemd formalization.

In the majority of the companies studied, the dirisand grouping of tasks
had a functional character, which was often accaonephby other types of
division and grouping of tasks, mostly technolobiaad product-based. Over
half of the companies had vertical coordinatiortelmfconcurrent with personal
and horizontal mechanisms of coordination. Detaltédrmation pertaining to
this issue is presented in Tables 4.6 — 4.8. Refgus were allowed to indicate
more than one criterion for grouping tasks and dibation mechanisms, which
is why the total number of companies does not galdoul100% in particular
groups.
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Table 4.6 Division and grouping of tasks and coordination hagsms in the

companies studied

Single business
concentration — growth
Method of division and grouping of tasks Total method
Internal Internal and
external
N % | N % | N %
pertaining to the realization of certain tasks and24 61.5| 14 359 10 25.6
functions (functional)
used in the context of a particular product 9 23.1| 6 154 3 7.7
(product-based)
resulting from a technological process 19 48.7| 12 308 7 17.9
(technological)
dependent on the type of customers (by customeér 179| 5 12.8 2 5.1
group)
dependent on localization (by region) 6 154 £ 7.7
dependent on processes conducted (process-| 9 231 7 179 2 5.1
based)
Type of internal coordination
vertical (hierarchy, superior-subordinate 23 59.0| 18 46.2 5 12.8
relationship)
process-based (standardization, procedures, | 7 179 3 7.7 4 10.3
rules)
horizontal (grouping people into task or project 7 179| 5 12.8 2 5.1
teams)
personal (participation, directives), mutual 11 28.2| 7 179 4 10.3
agreement, consensus
coordinator positions 6 154 2 5|11 4 10.

N — number of companies

Source: Own research

% — percentage of the group (39=100%)

Table 4.7 Division and grouping of tasks and coordination h@gsms and
product concentration in the companies studied

Range of product concentration

Method of division and grouping of tasks Narrow Wider Wide

N % | N % | N %
pertaining to the realization of certain tasks and6 154 5 12.8 13 33.3
functions (functional)
used in the context of a particular product 5 128 0 0.0, 4 10.3
(product-based)
resulting from a technological process 6 154 2 51 11 28.2
(technological)
dependent on the type of customers (by customér 103 1 26 2 5.1
group)
dependent on localization (by region) 177 0 D.0 3 7.7
dependent on processes conducted (process-| 5 12.8| 2 51 2 5.1
based)
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Type of internal coordination

vertical (hierarchy, superior-subordinate 7 17.9| 6 15.4 10 25.6
relationship)

process-based (standardization, procedures, | 2 51| 1 26| 4 10.3
rules)

horizontal (grouping people into task or project 2 51| 2 5.1 3 7.7
teams)

personal (participation, directives), mutual 2 51| 1 26| 8 20.5
agreement, consensus

coordinator positions 1 26 3 707 2 5.1

N — number of companies

Source: Own research

% — percentage of the groyg9=100%)

Table 4.8 Division and grouping of tasks and coordination haidsms and
market concentration in the companies studied

Range of market concentration

Method of division and grouping of tasks High Medium Low

specialization | specializati | specializati

N % on on
N % | N %
pertaining to the realization of certain tasks and11 28.2| 9 231 4 10.3
functions (functional)
used in the context of a particular product 5 12.8| 2 51 2 5.1
(product-based)
resulting from a technological process 12 30.8| 4 103 3 7.7
(technological)
dependent on the type of customers (by customgr 12.8| 0 0.0 2 5.1
group)
dependent on localization (by region) 2 51 2 5.1 2 5.1
dependent on processes conducted (process-| 6 154 2 51 1 2.6
based)
Type of internal coordination

vertical (hierarchy, superior-subordinate 10 25.6| 9 231 4 10.3
relationship)
process-based (standardization, procedures, | 2 51| 5 12.8) 0 0.d
rules)
horizontal (grouping people into task or project 3 77| 3 7.7 1 2.6
teams)
personal (participation, directives), mutual 8 205] 1 26 2 5.1
agreement, consensus
coordinator positions 3 A" 26 2 51

N — number of companies

Source: Own research

More detailed analysis shows that:

% — percentage of the groyg9=100%)

* in companies with internal growth, tasks were maoffeen grouped
according to technological, process-based or pteoaged, and customer
group criteria, while in companies with mixed growtasks tended to be
divided by region. The functional criterion preel in both types of

companies;
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» companies with moderate product concentration didewveal division or
grouping of tasks according to product-based ofored criteria, and
companies operating in moderately specialized nisrkild not show
division or grouping according to customer grou@mmpanies with
narrow product concentration and those operatingighly specialized
markets tended to choose technological and prdrassd criteria more
often than other companies did. Almost 50% of camgmthat made use
of the product-based criterion were companies witlde product
concentration, and companies operating in low sfieation markets
tasks were grouped according to several criterith@tsame time, often
combining functional and technological criteria.

» hierarchy as a coordination mechanism prevailedcompanies with
internal growth irrespective of range of productl amarket concentration.
Grouping personnel in task teams was more popularcdmpanies
characterized by narrow and medium product conagoir, and in
particular in those which divided and grouped taslccording to
technological and process criteria. A personal attar of coordination
was primarily characteristic of entities operatiimg highly specialized
markets and having wide product concentration, featthose which
pursue a product development strategy. Coordiradsitions were more
often made use of in companies with mixed growtledimm product
concentration and high market concentration.

A particularly important role in the functioning afcompany is also played
by the distribution of decision authority and digis of power, as well as by the
degree of formalization defined by the number gutations describing various
aspects of organization and functioning of a compémeir level of detail and
rigidity. Respondents were asked to assess thesiaiviof power in their
company on a 1-5 scale, 1 being a very high lef/ekeatralization, and 5 very
low (a high level of decentralization). Respondeassessed the degree of
formalization of their companies on a similar scdleneant a very small number
of documents, rules and procedures, and 5 verg.ldgsults are presented in
Table 4.9 and in Figure 4.2.

Table 4.9.Assessment of degree of centralization and fozataéin in particular
groups of the companies studied

Degree of centralization Degree of formalization
Groups of companies X S M Q X S M Q
Total companies 1.94| 1.02 2 2 346 0.94 4 1
Narrow product concentration | 2.08 | 1.16 2 2 3.66 0.98 4 1
Wider product concentration 1.62 | 0.91 1 1.5 3.0 0.53 3 0
Wide product concentration 2.0 1. 2 2 3.52 1.02 4 1
High market concentration 1.65 0.87 1 1. 3.70 1.03 4 1
Medium market concentration 228 092 2 1 3.15 0.88 3 2
Low market concentration 2383 150 2 3 3.33 0.51 1
Internal growth 2.08| 1.01 2 2 3.5¢ 0.88 4 1
Internal and external growth 1.78 1.03 1 2 3.27 31D 3 1

X - average S standard deviation M- median  Q — interquartile range
Source: Own research
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Figure 4.2.Degree of centralization and formalization in toenpanies studied

Source: Own research

In 18 out of the 39 companies studied, respondsaits that the degree of
decision centralization was very high. They werestlyocompanies operating in
a narrowly specialized market as well as thoseatharized by medium product
concentration (in both cases the median was 1)th&t same time, those
companies showed a medium to high degree of forat&din (8 and 7 entities,
respectively). On the other hand, 11 responderd&cated decentralization,
evaluating the degree of centralization in thempanies at the level of four or
five. They were for the most part companies witldevand narrow product
concentration operating in medium and low spedciéittm markets. The lowest
level of formalization was revealed in entities twiider product and market
concentration and in less centralized organizatitmE£ompanies with internal
growth, the degree of decentralization and fornadilim was assessed to be
higher than that in companies with mixed growth.

In summary, the companies studied that were pugsainconcentration
strategy had mostly functional structures (with diimnal and line and staff
structures prevailing), where tasks were divided agmouped according to
certain functions and stages of the technologicatess (which resulted from
the importance of technology as a factor determginistructure), and
coordination was hierarchical. Those companies webgracterized by a high
degree of centralization and formalization. Thusgyt can be classified as
classical structural solutions. In terms of thessification of R.M. Burton,
G. DeSanctis and B. Obel (presented in Chapteorggnizational structures of
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the companies studied corresponded to model B tfmad, tall, complicated,
machine structures) and to model A (simple, blotedy, family structures).

On the other hand, there were also those compaviiese organizational
structures had a more modern character (processibasd project-based
structures), with a relatively high degree of ddéxaization, low degree of
formalization, horizontal internal coordination aptbcess-based division and
grouping of tasks. The study also revealed compamigh organizational
structures typical of diversified companies (matndivisional structures), even
if respondents declared a concentration strategyweier, they were only
isolated cases in the studied group of companiess. might suggest that those
companies were coming closer to diversification.

4.3. Diversification

Diversification is a company growth strategy whereb%/ a companyugets
acquires businesses outside its current produdtsrmketsl. * A diversification
strategy can be realized by the acquisition of @ meisiness in related or
unrelated areas, or by investment in new ventdiles key objectives are to gain
an extra market share and seek opportunities wdtald generate synergy. This
would lead to a larger size and increased powed, a@teally, to improved
profitability resulting from the synerg]39.5 Diversification can also bring the
complications of operating in new and often unféamibusiness areas, but is an
appropriate option when a company’s current indesthave little growth
potential or are unattractive in other ways. Whanralustry consolidates and
becomes mature, a company may have no choice dartigrbut diversification,
unless there are other markets to seek (for exaotpé international markets).

In deciding on which industries to diversify intopmpanies can choose
industries either related or unrelated to their ecdyusiness. Arelated
diversification strategy involves diversifying into businesses whose attivi
cost chains are related in ways that satisfy theebeff test% What makes
related diversification attractive is the opportynio turn strategic fits into
competitive advantages. Strategic fit relationships: arise out of sharing
technology, common labour skills and requiremectsgmon suppliers and raw
material resources, the potential for joint mantufeec of parts and components,
similar operating methods, similar kinds of man&jetnow-how, reliance on
the same types of marketing and merchandisingsskibility to share a sales
force, ability to use the same wholesale distritsitw retail dealers, or potential

104 ph, Kotler, G. ArmstrongMarketing. An IntroductionPrentice- Hall International, Inc., New
Jersey 1993, p.32.

105 3 L. ThompsonStrategic.....op.citp.501.

198 M. E. Porter:;From Competitive Advantage to Corporate Stratedgrvard Business Review,
New York 1987, p.53-57
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for combining after-sale service activitit¥. The fit or relatedness can occur
anywhere along the businesses’ respective actiagisg-chains.

A strategy of unrelated diversificationinvolves diversifying into whatever
industries and businesses hold promise for atadinancial gain; pursuing
strategic fit relationships is of minor importandérms that pursue unrelated
diversification nearly always enter new businedsgscquiring an established
company rather than by forming a start up subsidigthin its own corporate
structure. Their premise is that growth by acqgusitranslates into enhanced
shareholder value. Suspending the application eftibtter-off test is seen as
justifiable so long as unrelated diversificatiorsuks in sustained growth in
corporate revenues and earnings and none of thgéradgbusinesses end up
performing badly. With unrelated diversification, @mpany can spread
financial risks broadly, invest in whatever bussesspromise financial gain, and
try to stabilize earnings by diversifying into bossses with offsetting up-and-
down cycles. On the other hand, this strategy lsnt&bd drawbacks: difficulties
with managing broad diversification and the absasfcg#rategic opportunities to
turn diversification into competitive advantajd’g.

Common diversification strategies include: horizbrintegration, vertical
integration, concentric diversification and conglyate diversification.
Ansoff®® was first to distinguish this typology based ocht#logical, market
and financial synergies. Characteristics of thésgegies are presented in Table
4.10.

Table 4.10. Characteristics of diversification strategies

Kind of Characteristics
diversification
strategy

offered to current markets, or a combination othboOne
of the primary advantages of this alternative imdpable to
choose from a fairly continuous range of choiceemf
modest extensions of present products/markets tprma
expansions - each with corresponding amounts df ayod
risk.

_E A strategy based on growth through the acquisitidn
‘§ similar firms operating at the same stage of tlaelpction-

= marketing chain. It involves expanding the company'
5 Horizontal existing products into other locations and/or marke
Q : ) ; ;
= Integration segments, or increasing the range of productstssyi
°

g

&

o

07 A A. Thompson Jr., A.J. Strickland Ii8trategic....... op.cit.p. 170
198 A A. Thompson Jr., A.J. Strickland IiBtrategic ....,op.citp. 173-177.
199H.1. Ansoff: Corporate StrategyMcGraw- Hill, New York 1965, p.132

88



Vertical
Integration

A strategy based on the acquisition of firms thatpdy the
acquiring firm with inputs or new customers for dtgtputs.
A company can grow by taking over functions eaiiliethe
value chain that were previously provided by sugiglior
other organizations ("backward integration"). Angmany
also can grow by taking over functions forwardhe value

chain previously provided by final manufacturefs,

distributors, or retailers (“forward integration"). This

strategy can be a good one if the company hasoagstr

competitive position in a growing, attractive inttys

Concentric
Diversification

A strategy that involves the operation of a secbusiness|

that benefits from access to the first firm's core

competencies. In this alternative, a company expamd a
related industry, one having synergy with the comym
existing lines of business, creating a situationviich the
existing and new lines of business share and gaecial
advantages from commonalities such as technol
customers, distribution, location, product or maatdiring
similarities, and government access. This is oftan

gy,

appropriate strategy when a company has a strong

competitive position and distinctive competencilest its
existing industry is not very attractive.

Conglomerate
Diversification

unrelated diversification

A strategy that involves the acquisition of a bass

because it presents the most promising investment

opportunity available. It involves diversifyingtina line of
business unrelated to the current ones. The reatm
consider this alternative are primarily seeking en
attractive opportunities for growth in which to est

available funds (in contrast to rather unattractive

opportunities in existing industries), risk redoati and/or
preparing to exit an existing line of business @sample,
one in the decline stage of the product life cyclErther,
this may be an appropriate strategy when, not dhéy
present industry is unattractive, but the compaagkd
outstanding competencies that it could transferelated
products or industries.

Source:H.I. Ansoff, Corporate StrategyMcGraw- Hill, New York 1965, p.132; J.A. Pearég,
B. Robinson, Jr.Strategic ManagemenMcGraw-Hill, New York 2007, p.210-213; J.
Penc:Strategie zargdzania. Perspektywiczne fignie, systemowe dziataniégencja
Wydawnicza Placet, Warszawa 1997, p.43

In the 40 Polish manufacturing companies studiean(@e 3) which pursued
a diversification strategy, horizontal diversificat prevailed (97.5%). That
means that they introduced technologically simifamoducts into existing
markets. With this type of diversification, respents most often indicated its
medium dispersion (20 entities), large (10 enfjitiemd small (9 entities). To
a definitely larger degree, growth was accomplistiedugh a company’s own
investments (72.5% of entities), in particular iixetl assets related to
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manufacturing capacityCooperation with other companies in this respect wa
preferred by 25% of the companies studied. Detdidarmation pertaining to
this issue is presented in Table 4.11. Howevershibuld be stressed that
respondents were allowed to select more than goe @y diversification, and
that is why in particular groups the number of camips and percentages do not
add up to 100%.

Table 4.11Diversification strategy and growth method in tleenpanies studied

(sample 111)
Diversification Growth method
strategy Total Internal growth Mixed growth
(internal and external)
N % | N %| N %
Horizontal 39 97.5| 29 723 10 2b
Integration
Vertical 5 12.5| 3 7.5 2 5
Integration
Concentric 8 20| 4 10| 4 10
Diversification
Conglomerate 2 5|1 25 1 2.5
Diversification
N — number of companies % — percentage of the grougd=100%)

Source: Own research

Conglomerate and vertical diversification had a gmal presence in the
group of companies studied. Only a few companida {Ge case of vertical and
2 in the case of conglomerate diversification) ehdbhat kind of growth
implementing it both internally and externally. @entric diversification, or
expanding beyond a company’s own industry but weitdommon market or
technological path characterized 20% of the congsastudied. Half of them
effected this growth on the basis of their own wmeses, and the other half
cooperated with other business entities.

Diversification requires more decentralized struesu It should be noted
that in the case of related diversification the mesitable structures are
divisional or matrix. On the other hand, in theeca$ unrelated diversification
realized in terms of external growth, a decentealistructure or a holding may
be more adequate.

Figure 4.3 and Table 4.12 present the type of dzgdnonal structure of the
companies studied in the context of their divetsaifion strategies.

Analyzing the data, it becomes clear that functiomad line and staff
structures prevailed, while structures typical ofedsified companies occurred
only in a few cases. Divisional and process strestuwvere revealed in 5 and 4
companies respectively, and these structural solsitwere found in entities
using unrelated diversification. One company withizontal diversification had
a matrix structure, and two operated in a network@ghnization (one pursued
horizontal diversification, and the other one bbtrizontal and concentric). In
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companies revealing vertical diversification, liaed staff structures prevailed,

and in some cases divisional or process structweze identified. Companies

using concentric diversification more often chosmctional and divisional

organizational structures.
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boundaryless
organization

Figure 4.3.Type of organizational structure in the diversifeompanies studied

Source: Own research

Table 4.12.Type of the organizational structure and divecsifion strategy in the
diversified companies studied

Related diversification Unrelated -
Horizontal Vertical Concentric conglomerate

Type of the organizational | integration | integration | diversification diversification

structure N % | N % | N %| N %
Functional structure 15 376 0 0 3 775 0 0
Line and staff structure 9 225 3 75 1 25 0 0
Divisional structure 5 125 1 26 2 5 1 2,5
Project/ team based structufe 3 T5 O 0 O 0 O
Matrix structure 1 29 0 O O DO 0
Process structure 4 10 1 25 1 25 1 2,5
Networked structure/ 2 50 0o 1 25 0 Q
boundaryless organization

N — number of companies

Source: Own research

% - the percentage of the group (40=100%)

Respondents were also asked to assess selectetlirstirfiactors on a 1-5

scale, 1 meaning that a given factor was unimpgrémd 5 that it was a key

factor determining the organizational structuretted company. Survey results

are presented in Table 4.13.
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Table 4.13.Conceptual variables in the diversified compastieslied

Total

Conceptual variables X Sd Kr
strategy 3,78 0,97 1
size 3,50 0,99 1
degree of production diversification 3,55 1,01 4 1
technology 4,13 1,07 4
tradition 2,85 1,31 2
economic and financial conditions 3,73 0,88 4 1
employees’ qualifications 4,00 0,78 4 1
managers’ view 3,58 1,15 4 1
prganlzanonal form and degree of 373 075 1
independence
government policy 2,73 1,36 3 2
trade 3,78 0,99 1
territory of performance 3,50 1,13 4 1
customer’ requirements 4,18 1,08 4 1

X-average S standard deviation M- median ~ Q — interquartile range
Source: Own research

Data in the table show that, according to respotsdenost factors were
significant to organizational structures of compani The most important
determinants included: customer requirements, wisi@n environmental factor
(average grade was 4.18), technology (4.13), ereplapialifications (4.0), kind
of business activity — sector (3.78), strategy &R.#®conomic and financial
conditions (3.73), and type of organization andrdegf independence (3.73).
This seems to be confirmed not only by relativabhhmean values (in all cases
over 3.7), but also a median of 4, which means30&b of respondents believed
that the above-mentioned factors were very reletaotganizational structures.
Furthermore, low standard deviations and intergearange (Q=1) mean that
respondents’ answers were rather uniform. Othenifgggnt factors included the
degree of manufacturing diversification and manag@nviews (with a median
of 4 and a mean of approx. 3.5). The least sigmificdeterminants of
organizational structure were governmental polieyit{ a median of 3).
However, in the case of these factors, respondeadsthe most diversified
opinions. For some this factor was quite importavitile for others it did not
matter, which is shown by an interquartile rang@.of

In order to determine correlations between pawicstructural factors in the
companies studied, a Pearson correlation analyasscarried out. Its results are
presented in Table 4.14.
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Table 4.14. Correlations between particular structural fagiarthe diversified companies studied

Lp. 2 3 4 5 6 7 8 9 10 11 12 13
Conceptual variables
1 strategy 0,20 0,36 0,3 0,3 0,23 0,20 0,14 0,47 15D, 0,24 0,57 0,18
2 size 0,13 0,14 0,18 0,16 0,00 0,17 -0}12 g,18 D,25 0,37 -0,11
3 | degree of production 005/ 043 003 018 -008 017 -0p2 -0[05 Q11 033
diversification
4 technology 0,34 0,34 0,28 0,17 0,20 0{45 0,08 460, 0,31
5 tradition 0,25 0,217 0,38 0,04 0,35 0,15 0{38 450,
6 | economic and financial 052| 024 023 03f 054 017  0/16
conditions
7 employees’ qualifications 0,26 0,26 0,41 0(49 0,23 0,21
8 managers’ view -0,0p 0,37 0,84 0,23 0,16
9 organlzatl(_)nal form and 0.02 0.12 0.23 0.25
degree of independence
10 government policy 0,50 0,46 0,24
11 trade 0,44 0,2b
12 territory of performance 0,31
13 customer’ requirements

r > =0,31] significant for p min. < 0,05

Source: Own research
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The data presented shows that for the most paxdirelations are positive
and statistically significant (p<0.05). The highestrelations occur between:
strategy and the region of company business (@tivel coefficient r=0.57),
economic and financial conditions and sectors G40.as well as employee
gualifications (r=0.52), and governmental policyda®ctors (r=0.50). The high
levels of these correlations mean that if a givemcsural factor was perceived to
be important (or unimportant) to the creation amdngformation of the
organizational structure of a company, then theemitorrelated factor was
assessed in the same way, that is, also as impdaamnimportant). On the
other hand, the lowest level of correlation (alksill statistically significant)
was revealed by the following: strategy and traditi(r=0.32), as well as
customer requirements and technology and the asiregion (r=0.31). That
means that if respondents found strategy or custoawuirements to be key
factors determining organizational structure, themany instances tradition (in
the case of strategy) as well as technology andtiseness area (in the case of
customer requirements) were also considered quijpeitant. What is surprising
is a negative (albeit not statistically significaobrrelation between a company’s
size and its type of organization and the degraed#pendence. It would seem
that these factors are closely related; howevepardents who found one of
them important regarded the other one as insigmificand vice versa.

A closer analysis of the features of organizaticstalictures (Tables 4.15-
4.16) reveals that the functional criterion of tigision and grouping of tasks
prevailed, which is confirmed by the fact that thectional structure was the
most popular. The growth method pursued turnechotto be very important.
However, 16 companies that diversified on the bakisooperation with other
companies for the most part decided to pursue akgérategic alliances at a
time. The greatest number of alliances in this graf companies was
established in terms of distribution or sales afdoicts (8 entities), launching a
new product into the market (8 companies) and thepagration and
implementation of marketing strategies (5 entiti€&yersified companies built
their competitive advantage using several skilld eesources at the same time.
Mergers effected by 4 companies were mostly pursbgd horizontally
diversified entities, while takeovers (in 5 enslidoy companies with vertical
and concentric diversification.

The technological criterion of division and groupiof tasks occurred more
often in companies that were diversified with ateinal growth method, while
the product-based criterion in companies with migealvth.

In terms of the type of coordination, the compargeslied primarily made
use of the simplest mechanisms such as hieraraligs rand procedures.
Coordinator positions were created in very fewta®j mostly those developing
on the basis of their own resources. Similarly, feempanies made use of
horizontal and personal coordination mechanismsctwivas probably due to
their relatively small range of diversification (montal diversification
prevailed).
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Table 4.15 Division and grouping of tasks and coordination hadsms in the

companies studied

Diversification — growth
method
Method of division and grouping of tasks Total Internal Internal and
external

N % | N % | N %
pertaining to the realization of certain tasks and31 77.5| 20 50 11 27.
functions (functional)
used in the context of a particular product 9 225( 3 75 6 15
(product-based)
resulting from a technological process 13 325| 8 200 5 12.5
(technological)
dependent on the type of customers (by customeér 175| 5 125 2 5
group)
dependent on localization (by region) 5 125 3 75 5
dependent on processes conducted (process-| 2 511 25| 1 2.5
based)

Type of internal coordination

vertical (hierarchy, superior-subordinate 22 55| 12 30 10 25
relationship)
process-based (standardization, procedures, | 14 35| 8 20| 6 15
rules)
horizontal (grouping people into task or project 7 175| 5 125 2 5
teams)
personal (participation, directives), mutual 7 175| 3 75 4 10
agreement, consensus
coordinator positions 5 125 4 10 1 2.

N — number of companies

Source: Own research

% — percentage of the group (40=100%)

Table 4.16 Assessment of the degree of centralization and dbration in the

companies studied

Degree of formalization
Degree of very high | high medium | very low | low Total
centralization formalizati | formali | formaliz | formalizat | formaliz
on zation | ation ion ation
very high 6 4 5 4 1 20
centralization
high 0 0 0 0 0 0
centralization
medium 2 6 1 1 0 10
centralization
high 1 0 1 0 0 2
decentralization
very high 0 7 1 0 0 8
decentralization
Total 9 17 8 5 1 40

Source: Own research
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Thus, a relatively high degree of decision-makingntralization was
revealed in half of the companies studied. On tiwerohand, however, in 20%
of entities, the division of power was found to lighly decentralized. A high
degree of centralization as well as decentralipatvas accompanied by a high
level of formalization. Only in 5 companies wasnfalization declared to be
low, that is, characterized by a very small numbé&rdocuments, rules, or
procedures.

In summary, the companies studied that pursuedrdgifieation strategies
employed rather classical structural solutions dfirectional nature. Only few
companies had more flexible and modern structutébeodivisional or matrix
type, which are most adequate for a diversificaivategy. Therefore, it seems
that the managerial staff of those companies shawddsider thorough
organizational changes that would allow them topadaster and better to the
constantly changing environment, especially siheeenvironment was the most
important structural factor according to responsglent

4.4. Restructuring

Restructuring is a process caused by elements of the environrbeing a
reaction to external and internal factors critittakhe company’s development.
The objective of this process is to create a coiiypetcompany and achieve
organizational, production, economic and technazidptation. Sometimes it is
also changes in the legal or proprietary statusareathe subject of restructuring
action. Improvements in efficiency, development noarketable survival are
some of the basic purposes of a company’s restingtu

Restructuring can occur for numerous reasons: rhackeditions and
competitiveness (downsizing or rightsizing, ratiigation and cost — cutting),
drive towards internal improvement (efficiency aneffectiveness,
decentralization or centralization, flattening ohet hierarchy), strategy
implementation (change in strategy, merger and iaitiqun, new product and
service, cultural change, internal market re-aligntjy leadership decision
(changlga0 of senior manager), unforeseen/ unplannadge (internal or external
crisis).

A well-prepared and initiated program of restructgrmay bring about a
number of positive results, including: making betise of the company’s assets,
cost reduction, better utilization of employees’illsk and qualifications,
increased employee efficiency, higher company é&ffesess and profitability,
inflow of new technologies and company developmé@nt.the other hand, the
restructuring process bears numerous consequenmesthé employees’
environment. First of all, the effects of this pges are connected with staff
reduction and conversion (to counter overgrowttts @mimproper employment

110 £ Cameron, M. GreerMaking Sense of Change Managemdigan Page, London 2004,
p.166
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structure) and changes in human resource managdthergystem of employee
evaluation, motivation and training).

By restructuring some authors mean redesigningrganizational structure
with the intent of emphasizing and enabling adegitmost critical to the firm’s
strategy to function at maximum effectiven&Ssin this meaning it refers to
managerial efforts to reorganize or change an d@gton’s structure in the
attempt to increase productivity and otherwise wmapr performance.
Restructuring often is associated with downsizind ather efforts to streamline
operations as part of a corporate turnaround glyatEBurnaround strategies are
usually used when a business worth rescuing gee<iisis. The objective is to
arrest and reverse the sources of competitive mathdial weaknesses quickly
as possible. There are five ways to pursue busih@s@round: revise the
existing strategy, launch efforts to boots revenpessue cost reduction, sell of
assets to raise cash to save the remaining p#reddusiness, use a combination
of these efforts*?

Thus, a restructuring strategy functions at theelleof the company as a
whole and is focused on changes that may rescuergany in a crisis or
contribute to its growth. Therefore, there are tsubtypes of restructuringt
repair strategy and a dynamic (development strategy™® The former is
focused on reorganizing the company in face of sm#iciencies or operating
failures. On the other hand, it is supposed toter@sechanisms that would
safeguard the company against potential exterr@lirgernal disturbances. It is
a response to a crisis and the poor condition®@tttimpany, and its objective is
to turn around these negative tendencies and baveoimpany from bankruptcy.
The other type of restructuring strategy — a dymgastrategy — is a kind of
development strategy connected to product and/okehannovations. In this
sense, it produces changes in all the areas ahaawy’s activity. It is a process
of continuous improvement in the company’s orgarora managerial staff and
employees, streamlining work and production, andugng better product
quality.

Therefore, a restructuring strategy involves a eaofjvarious changes that
are meant to create the most flexible infrastrucpassible in the company.

In terms of organization, the following types ofdges may be identifi¢d?*

* creating new entities from existing company urtitslding structures);

 creating new divisions and organizational units;

* introducing a new (usually simpler) organizatiosialicture;

» streamlining the company’s information system;

» computerization, planning and programming furtheredlopment.

113 A. Pearce, R. B. Robinson, Btrategic..op.cit., p.340

112 A A. Thompson Jr., A.J. Strickland IiBtrategic.... op.cit.,p.154

13 A, Stabryta:Zarzdzanie strategiczne.. op.cit, p.59

14 R. Borowiecki, A. Nalepka:Restrukturyzacja w procesie funkcjonowania i rozwoju
przeds¢biorstw in ,Zarzdzanie restrukturyzagjproceséw gospodarczych. Aspekt teoretyczno
— praktyczny; R. Borowiecki (ed.), Difin, Warszawa 2003, s. 87.
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Restructuring of organization

Internal restructuring Restructuring in terms of

external relations

Lean management Establishing a strategic
1 alliance
Outsourcing and changes inf [ Mergers of companies

the task structure of units
and positions

— Takeovers of companies

Delayering

Entering a capital group
1 (holding)

Merging organizational —
units and positions Division of a company ang
creation of independent
business entities

Division of organizational
units Other forms of external

restructuring

Creating new
organizational units and
positions

Increasing flexibility and
decentralization of the
company. other actio

Figure 4.4. Types of organizational restructuring é companies

Source: S. Lachiewicz, A. Zakrzewska — Bielawsktgjsce restrukturyzacji organizacyjnej i
kadrowej w procesie przeksztaicepolskich przedsgbiorstw in Restrukturyzacja
organizacji i zasobéw kadrowych przedisorstwa S. Lachiewicz, A. Zakrzewska —
Bielawska (eds), Oficyna Ekonomiczna, Krakéw 20058%

Organizational restructuring for the most part imes processes and

relationships connected to the organizing functiahjch is reflected in the
organizational structure and actions following fratmHowever, in terms of
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organizational restructuring processes, one shalkb consider external
organizational relations which influence the compsnstructure in larger

configurations such as: alliances, mergers or hgkli Therefore, organizational
restructuring can be subdivided into: internal megduring involving radical

changes occurring within internal organizationdatiens and restructuring in
terms of external organizational relations. Paltickinds of actions in these
two areas are shown in Figure 4.4. In this contesdanizational restructuring
involves ensuring efficient company management facditating coordination

and organizational order for restructuring chargmsirring in other areas of the
company’s activity.

The companies studied (Sample 1 and 2) undertastkucturing primarily
due to: increasing national and international cditipe, an excessive
workforce and/or too high labour costs, changesustomer expectations and
the need to introduce new products, excessive fassgts and related financial
burden, and insufficient marketing activities. Amat reason was also the
necessity to change organizational structures,eapondents stated that they
were too large, inflexible and inert.

Restructuring strategies in the studied companmesived a number of
changes in various areas. However, this work ptesenly those research
results that pertain to actions aimed at the modation of existing
organizational structures and their adjustment erket standards typical of
modern economies.

Changes made to the organizational structures efcttmpanies studied
primarily involved substantial reductions and del&ryg. A number of actions
changing the structure and configuration of orgatninal structures were
carried out. They are presented in a synthetic eraimFigures 4.5 and 4.6.

The largest-scale actions taken in both groups ompanies were
liquidations, mergers and the creation of some amyanizational units as well
as working positions. In Sample 1, 95% of respotalgnoted reductions in the
number of administrative jobs, and 78.5% reductiimsnanagerial positions.
Half of the studied companies liquidated the posgiof so-called “independent
specialists”. In terms of liquidated organizationaits, the greatest number of
dismantled units included: staff rooms and persbfaudities (40% in Sample 1
and 32.1% in Sample 2), some manufacturing plaB&6fo and 39.3%,
respectively) and maintenance staff (20% and 28.8%)ong newly created
units (revealed by 60% of respondents from Sam@edl56% from Sample 2),
marketing, controlling and IT departments prevailedhould be noted, too, that
the creation of a strong marketing department ampéesion of a sales network
was undertaken by 74% of the studied companies Bample 2, which was
usually related to the fact that Polish companigsdéd to transform from
production-oriented to market-oriented. The mostq@ient merger types
included financial and accounting departments @2df Sample 2), various
payroll and employee-related units into one humasources department
(29.8%) and production divisions (16.9% of Sample 1
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liquidating organizational units

reducing the number of administrative positions

reducing the number of managerial positions

liquidating independent specialist jobs

creating new organizational units and jobs

merging some organizational units and jobs

establishing internal business metrics, creating profit and cost
centres

increased independence of middle management

increased independence of lower management

creating independent companies on the basis of existing
company structures

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100
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%of responses %

Figure 4.5.Changes in the organizational structure of the canegastudied (Sample 1)

Source: Own research

Most respondents (70% of Sample 2) also quoteddbeof outsourcing. The
most frequently outsourced processes includedspam (over 30% in both
samples), non-core activities, e.g. cleaning, sgc(over 20%) and other semi-
production activities (about 20%). Approximately?4®f respondents in all the
companies studied observed the introduction ofmatebusiness metrics (profit
and cost centres), which improved the efficient aggment of companies’
assets, reduced bureaucracy and increased th@dransy of the processes of
creating value added in particular units as well the transparency of
interrelationships between them.

Most companies increased the degree of independehéawer ranking
managers, and especially of middle management ¥ &brespondents from
Sample 1 mentioned such a change). This meanghbastudied companies
intended to decentralize management.
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liquidating some organizational units or jobs 89%

creating new organizational units and jobs

merging some organizational units and jobs

creating a strong marketing department and sales network

establishing internal business metrics, creating profit and cost
centres

increased independence of middle and lower management

outsourcing of some tasks or processes

dividing the company or creating independent companies on the
basis of existing company structures

becoming part of a capital group or holding 22%
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T
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Figure 4.6.Changes in the organizational structure of the @nigs studied (Sample 2)
Source: Own research

Nine companies from Sample 2 divided or sold phatheir operations. This
resulted from restructuring actions in other aréass0% of the companies),
outsourcing (37.5%) or product/market differences%%). Six companies from
this sample became members of capital groups diffgpptompanies.

Changes made to the organizational structuresettmpanies studied
increased their flexibility and efficiency. Respents’ assessment of selected
results of organizational changes is presentedaliel4.17. The data show that
all the results of organizational changes in San#land most of them in
Sample 1 were important or very important for tbenpanies. This is visible in
the medians, which are 4 for every result, and Vewy values of interquartile
ranges, which means that assessments were quitgranin terms of average
(mean) values, the highest valued results of retstring in Sample 1 was
reducing costs of operation (3.89) and increadmgeffficiency of management
(3.76). Other highly regarded results included thereased efficiency of
employees (3.68) and higher efficiency and proifiitgbof the company (3.5).
Better use of employee qualifications and skillswasdl as higher employee
motivation for work and professional developmentravdess important,
according to respondents. However, it needs tottessed, that in assessing
these last results of restructuring, respondemtsivars were most varied, with
the median being 3. This means that the same nuafb@ympanies perceived
these results as clearly visible and as non-existen
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Table 4.17.Results of organizational changes in the compastietied™™®

No. | Results of organizationalchanges X | S | M | Q
Sample 1 — 65 companies
1 |increased management efficiency 3.76 0.87 4 L
2 | reduction of costs of operation 3.89 0.82 4 1
3 | increased employee efficiency 3.68 0.82 4 1
4 | higher efficiency and profitability | 3.50 0.91 4 1
of the company
5 | better use of employee 3.41 0.90 3 1
qualifications and skills
6 | higher employee motivation for 3.25 0.80 3 1

work and professional developmept
Sample 2 — 27 companies

1 |increased management efficiency 3.81 121 4 ?

2 | reduction of costs of operation 4.18 1.11 5 1

3 | increased work efficiency and 3.85 1.16 4 1
company efficiency

4 | ensuring high quality products and 3.70 1.29 4 2
services

5 | better information flow 3.81 1.21 4 2

6 | more efficient coordination of 3.51 1.31 4 1
activities

X —mean S — standard deviation M — median Q —qotatile range

Source: Own research

Respondents from Sample 2 highly valued, apart fecost-cutting, also
other results of restructuring activities. On thbep hand, the lowest valued
result was “more efficient coordination of actiesi’, which means that changes
in the organizational structure of those compasfesuld be continued. Certain
differences have been revealed in the analysiefsignificance of particular
results in Sample 2 in relationship to privatizatitn privatized, companies the
results of organizational changes were evaluatghdenithan in companies that
were not privatized. This means that organizatiactednges combined with
proprietary transformations produced better resalthe studied companies than
organizational restructuring alone. Furthermore, gompanies where
privatization was conducted in an indirect manrer tajority of the above-
mentioned results were valued higher than in comgsanhere privatization was
indirect.

In terms of correlations between particular resudfs restructuring
activities in both samples, it appears that mostttefm are positive and
statistically significant, which is shown in Tabk48 and 4.19.

5 Respondents were asked to assess particular re$utganizational changes on a five-point
scale (1 meaning little change, and 5 substartiimhge)
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Table 4.18.Correlations between particular results of theruestiring process

(Sample 1)
Results of the restructuring
process
2 3 4 5 6
No. |Results of the restructuring process
1 |Increased management efficiency 0.43.36| 0.46| 0.49| 0.22
2 | Reduction of costs of operation 0.46| 0.36| 0.16| 0.01
3 |Increased employee efficiency 0.58| 0.36| 0.17
4 | Higher efficiency and profitability of the 0.31] 0.11
company
5 | Better use of employee qualifications and skills 0.49
6 |Higher employee motivation for work and
professional development

Note: r = >|0.31] are significant at min. p < 0.05

Source: Own research

Table 4.19.Correlations between particular results of théroesuring process

(Sample 2)
Results of the restructuring
process
2 3 4 5 6
No. |Results of the restructuring process
1 |increased management efficiency 0.57.63| 0.60| 0.58| 0.57
2 |reduction of costs of operation 0.47| 0.23| 0.46| 0.51
3 |increased work efficiency and company 0.76| 0.44| 0.53
efficiency
4 | ensuring high quality products and services 0.43| 0.41
5 | better information flow 0.86
6 | more efficient coordination of activities

Note: r = > |0.41] are significant at min. p < 0.05

Source: Own research

Data shown in Table 4.18 mean that the most caeeleesults include:

increased employee efficiency and higher compafigieficy and profitability
(r=0.58) as well as better use of employee qualifims and skills and increased
efficiency and higher employee motivation for worknd professional
development (r=0.49). Therefore, one could argag tite restructuring process
brought about the intended results in the compasiedied and streamlined
company management. On the other hand, the lowest bf correlation was
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observed between higher company efficiency anditpimlity and better use of
employee qualifications and skills (r=0.31). Thimpiies that the effected
changes did not always allow the employees to milke use of their
qualifications.

In terms of correlations of particular results e$tructuring in Sample 2,
the most correlated factors included: better infation flow and more efficient
coordination of activities (r=0.86), which meansittithe more streamlined an
organizational structure was (achieved by bettdegmation of units and
activities), the shorter the time of informationovl between particular
organizational units and hierarchy levels. Themefothe decision-making
process was accelerated, which in turn led to nfiesable organization and
facilitated faster reactions to opportunities artteats occurring in the
environment. Another close correlation was obseivetlveen increased work
efficiency, efficiency of company operations andwmg high quality products
and services (r=76). On the other hand, the leastlated factors included
ensuring high quality products and services andenafficient coordination of
activities, which again means that coordinationusthabe improved in the
studied companies.

Restructuring results are characterized by thetfetttheir size, scale and
area are largely dependent on the kind of restrugfiand its scope. Due to the
fact that in most of the companies studied reafiriey was undertaken in face
of a crisis, the results were focused for the npast on stability, with activities
aimed at regaining their lost efficiency.

In summary, the companies studied were most litelyundertake the
following restructuring actions: reduction in thenmber of managerial and
administrative positions, liquidation of non-coreganizational units, the
creation of new units and work positions that haderb previously
underestimated (e.g. marketing departments), aedinfoduction of internal
business metrics and outsourcing.

Despite a variety of (mostly external) obstaclest ttropped up in the
course of the implementation of the restructurinacpss, it was the only chance
of survival and further development for many lacgenpanies. This is reflected
in the results of the effected changes, the mogbitant ones being reduction of
costs of operation and increased management eitizie
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SUMMARY

Organizational structure understood as a configaradf the constituent
elements and job positions of a company and cdiwak between them, and
also as a set of rules and patterns describingdafiding the behaviour of its
participants narrows the scope of strategic chaimgesmpanies. A company’s
organizational structure evolves over time and wyoks modifications as the
company develops and the complexity of its orgainaenvironment and tasks
increases. However, an organizational structureaydwprovides a core
framework which reduces uncertainty and streamlirgecision-making
processes, also fulfilling many other importantdiions in companies.

A multi-dimensional approach to designing organdzat! structures implies
the existence of certain features that charactbote a structure as a whole and
its particular dimensions, such as specializatmnfiguration, centralization,
coordination and formalization. The appropriateichmf these features decides
the character of the whole structure, constitutess basis for synergy and
determines the effectiveness of the company’s ¢ipesa However, it should be
noted that there do not exist any universal sahstifmr designing organizational
structures due to the relativity of interrelatioish between the particular
dimensions of organizational structures and from ¢hangeability of external
and internal conditions in which organizations eper The optimal design for a
particular company depends on many factors, etg.:objectives, strategy,
personnel, organizational culture, technology, emment, age and size, etc.
These factors in various ways and to various degrdetermine the
organizational solutions of a company. Moreoveegirtimpact and character
alter with time, thus implying the necessity of stamt changes in the
organizational structures.

Among other structure-generating factors, an ingartole is played by a
company’s development strategy. On the one haed;hhnge of a strategy calls
for adequate changes in the management structurg@tesses and, on the
other hand, an existing structure may facilitatel apeed up (or hamper and
slow down) the change of a strategy. A company’scttire and management
processes should be devised in such a way asreaeits potential and help to
use its resources not only in the short term Iad &l the long term.

The companies studied implemented three types wldement strategies:
single-business concentration strategies, diveadiin strategies and
restructuring strategies. In all the groups, tetbmg besides strategy, was
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identified as a vital determinant of the organizadil structure, no doubt due to
the manufacturing character of the companies.

The organizational structures of companies thatsyma concentration
strategies were mainly of a functional nature. Faskere mainly divided and
grouped according to functions and stages of tbhntogical process, and
coordination was based on hierarchy. Furthermasikstwere highly centralized
and formalized.

In diversified companies there also prevailed omgtional structures of a
functional nature. Only a few of the companies igtdchad flexible modern
structures of the divisional or matrix type whiclowd be suited to the strategy
of diversification. It seems, though, that evenhsaompanies should introduce
changes to their organizational solutions so tihey tould efficiently function in
an increasingly complex and volatile environment.

The organizational structures of companies impldmgnrestructuring
activities became leaner, mostly due to the faat tbstructuring was often used
as a remedy to a crisis. Consequently, the moguémtly adopted measures
involved reducing the number of managerial and adtiative positions,
eliminating non-core organizational units, creatireyv units and job positions,
establishing internal metrics and making use ofauitcing.

The direction of changes in organizational struesutepends on the adopted
development strategy. On the other hand, an effedtnplementation of a
company’s strategy depends on its structural andepiural ability. Therefore,
in order to achieve maximum efficiency of the compasenior management has
to make sure that these two elements fit togetledr w
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