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ABSTRACT

The purpose of this study was to assess the organizational structure. Organizations strive to be
the best competitor in the environment they are competing in. The structure they are using
can have an influence on how employees are productive. Contemporary literature reveals
various reasons for organizations to reorganize their operations through a structuring
process. Organizations should have a strategy to structure their businesses to increase
the performance, attitude and motivation of their staff. This study examined how employees
feel about the organizational structure at BSPE. The objective of this study were to
assess the organizational structure of Birhanina Selam Printing Enterprise (BSPE). Both
quantitative and qualitative approaches were chosen as methods of inquiring for this study.
With regard to Primary data, 221 responses were collected through a questionnaire from a total
sample of 239 respondents drawn by employing simple random sampling and Stratified
sampling. In addition, interview was made with selected managerial position. The
descriptive analysis of data was made using SPSS version 24 Software as a tool. The
findings of the study are concurred with the literature reviewed and revealed that
organizational structure of BSPE. The organization used pyramidal type of organizational
structure and under this structure the organization has specialized work force and different
types of departments while they are incorporated. The chain of command is one way. At the
time of decision making operational employees has no a say. In addition the findings of the
study reveal that BSPE employees were not involved in the structural dimensions. Hence the
organizations should accelerate their business by considering employee’s involvement in the

structural dimensions and its activities.

Keywords: Organizational Structure, Structural Dimensions, Organizational Performance

Vi



CHAPTER ONE

INTRODUCTION

1. BACKGROUND OF THE ORGANIZATION
Before the introduction of printing technology to Ethiopia, there was lack of sufficient copies

of books and texts which had been produced by hand. As a result, people had been learning by
heart and scholars were teaching their knowledge from memory. It was through this condition,
therefore, that Ethiopian scholars succeeded in preserving and transferring the most valuable
old books of church such as the four versions of “Gospel”, “Senksar,” “Henok” and Kufale” to
the present users.

Berhanena Selam, which is the first modern printing press in Ethiopia, was established in 1914
by the Emperor Haile selassie. It had started printing with pedal machine. In Ethiopia today,
there are more than 886 printing enterprises.

In the year 1917, the Regent, Leul Ras Tafari Mekonen formulated a body responsible for the
production of books by hand. Thus, distinguished scholars from various churches and
monasteries across the country were invited to Addis Ababa. Scribes and Geez professionals
were also employed to translate the books of the Holy Scriptures from Geez into Amharic
version. In the years to come, the increasing need for reading materials and the progressive
efforts made by the scribes and other scholars gave a way for the search for modern printing
methods.

Having desired to see a greater production of religious and educational works that might help
create an enlightened and open society, the young Regent imported modern printing machines
comparatively new to Ethiopia from Germany. The printing press was located in the present
compound of Addis Ababa University that was also the palace (“Genete Leul”) in September
1921.

The machines were a hand and pedal-operated to accomplish multipurpose activities and were
set up in a small two-room building called Yechew Bet” (House of Salt). The first book of
Holy Scripture produced in the press was called “Yohannes Afework” with its Ambharic
translations in 1921.



The printing press stepped up into a new chapter of development when it started printing of
the first newspaper called “Berhanena Selam” (Light and Peace) on December 1924. The
name “Berhanena Selam” for the present printing press was also adopted from this newspaper.
In addition to “Berhanena Selam”, the press was printing a newspaper entitled “Atibia Kokeb”
launched in 1926 E.C. and continued to appear until it finally ceased during the Italian
invasion. It was a weekly issue both in Amharic and French. “Berhanena Selam” newspaper
went out of publication in Miazia 22, 1928 E.C. during the lItalian Invasion until later
reappeared in the post liberationBerhanena Selam Printing Enterprise, which is the first
modern printing press in Ethiopia, was established in 1914 (during the reign of Zewditu) by

the then Crown Prince Teferi Mekonnen (Emperor Haile-Selassie). Birhanina.S, (2019)

2. BACKGROUND OF THE STUDY
An organizational structure defines how activities such as task allocation, coordination and

supervision are directed towards the achievement of organizational aims, (Pugh, 1990).
Michael, (2007) states that organizational structure affects organizational action in two big
ways. It provides the foundation on which standard operating procedures and routines rest and
also determines which individuals get to participate in which decision-making processes, and
thus to what extent their views shape the organization’s actions. A deficiency in an existing

organizational pattern implies the need for a change in the existing one.

Organization structure may be considered the anatomy of the organization, providing a
foundation within which the organization functions. (Ansoff and McDonnell, 1990).
Organization structure is believed to affect the behavior of organization members. This belief
is based on a simple observation. Buildings have halls, stairways, entries, exits, walls, and
roofs. The specific structure of a building is a major determinant of the activities of the people
within it (Hall 1977). According to Miles and Snow (1986), the alignment mechanism is
strategy, with structure being the firms’ functional activities. Ghosal (1996), postulates the
traditional view of organizational structure describes structure as the way an organization is
configured as work groups and the reporting and authority relationship that interlink members
of the organization. According to Ansoff and Mcdonald’s (1990), organization structure and
process should fit or match its environment in order for a company to attain its desired

performance.



Structure is typically described on different aspects: some school of thought have sought to
describe structure as a formal configuration of roles and procedure (Hall, 2013, Mabey etal,
2001). Yet according to Alvession and Wilmot (2002), structure is patterned regularities and
process of interaction in an organization for evaluation and control. in tandem with
Maxweber’s theory of bureaucracy structure can be define as formal dimension of frame work
, depicted by precise and impersonal , task rules and authority relations. Hall (2013), as further
echoed by Busienie, 2013, Underscored the hierarchical dimension of structure typologically,

as complexity, formalization and centralization.

Many scholars including Ghosal etal, 1994, Mabey etal,2001,Keith etal 2003, and Busieniei ,
2013 ,described centralization as rigid hierarchical structural orientation where power and
authority are concentrated at the upper echelon of the organization. Ghosal etal, 1994,
describes organizations structure by differentiating between organization on dimension of
centralization or decentralization depending on relationship with corporate head office.
Organic model on the other hand, enjoys considerable autonomy and has a high degree of
discriminability in same decisions making, (Butrney 1997, David etal 2002, Grinder etal 1980).
Various structures include machine bureaucracy characterized by centralized by centralization,
control and formal hierarchy, de-layer, divisional, strategic business unit, de-structured forms,
team structure.(Mabey etal 2001)

According to Chandler 1962, structure has two aspects namely; line of authority and
communication between the different administrative offices and officers and the information
and the data that flow through these lines of communication and authority. According to
Mabey etal, 2001, an organization can achieve optimal performance, when its structure

matches with the change in its environment.

Studies by Geeraets, 1984, used specialization to define how tasks are  distributed among
employees and distinguished specialization and differentiation sometimes referred to
departmentalization which entails complexity of organizational structure. Thus it is expected
that members in an organization of this type of structure find it difficult to agree on goals their
decision making process tend to be interactive and political which may hinder firm

performance.



Formalization refers to as an organization structure where there are explicit job descriptions.
Numerous organizational rules and clearly define procedures covering work process (Burns
and Stalker, 1961). Formalization has significance consequences for organizational members
because it specifies how, where and by whom which tasks are to be performed. Chandler,
1962, posits that formalization defines rules succinctly and unequivocally, but conversely, it
might impede proactive behavior, creativity and innovation, thereby discouraging pursuit of

opportunities which might negatively impact performance.

According to Hall, 1997, centralization refers to the extent to which the decision making and
evaluation of activities is centralized. To a certain extent, centralization is suitable for
coordination of decision making and installing cognitive capacity in an

organization.(Mintzberg ,1997)

Mechanistic structure exhibit authoritative communication patterns, formalized process and
rules and centralized decision making processes. The mode may be suitable for large
organizations and routing and stable business environments. They are formalizing structure to
reduce variability and ambiguity. However decision making becomes difficult for very large
centralized descriptive organizations. (Hall 2013, Chandler 1962, Kizomba 2007, Ogolla 2012,
Busienei 2013). According to Ansoff and Sullivan 1993, the profitability of firm is optimized
when its strategic behavior is aligned with its environment. Miller and Friesen, 1986, posited
that specialization and formalization are essential in decision making as regards assigning rules

and regulations.

Additionally Burns and Stalker’s, 1961, typology distinguishes between organic and mechanic
organization structures. Miller and Friesen, 1982, demonstrate that changes in organizational
structure dimension tend to occur together or follow another after brief intervals in order to
maintain an appropriate balance or configuration of organizational structures. A number of
scholars including Ansoff, 1991, Chandler 1962, Hall 2013, have pointed out the importance of
organizational structure and it's relationships to organization’s Size, strategy, technology,
environment and culture. Minzberg, 1989, has written extensively and significantly on the
importance of organizational structure. Miller, 1989, explored the importance of configurations

of strategy and structure. Burns and stalker, 1961, concluded that if an organization is to



achieve maximum performance then its structure must fit with or match the rate of change in

its environment.

According to Miles, (1978), an organization is both its purpose and the mechanism
constructed to achieve the purpose. It means that the concept of organization is embracing
both goals and all the elements that represent unique combination. Miles, (1978) draws the
conclusion that structure and the processes taking place inside the organization are closely
aligned; it is hard to speak about one without mentioning the other. It is important to
understand the conclusion drawn by Miles, (1978). It illustrates how the structure is
interconnected with such concepts as leadership and communication, and how this mutual

connection influences the processes of life cycle of an organization.

Mintzberg (1979) defines Organizational Structure as the sum total of the ways in which it
divides labor into distinct tasks and then achieves coordination between them. Schemerhorn et
al (1991), define structure as the intended formal framework that shows the general planned
configuration of positions jobs and duties and the lines of authority within an organization.
Coffer and Athos (1968), refer to structure as the way interconnection between people the
way that people relate and work in an organization so that desired output can be realized.
They further advance that organizational structure is necessary because work is divided and
people socialize and are separated in this framework. Organizational structure should not be
seen as a static and rigid framework but more as a framework through which various elements
such as decisions, goods, materials and influence flow through. Organizational structure
therefore refers to the way that an organization arranges people and jobs so that its work can
be performed and its goals can be achieved effectively and efficiently. McShane and Von
Glinow (2005), advance that Organization Structure includes two fundamental elements: The
division of labor into distinct tasks its coordination so that employees are able to accomplish
common goals. Any type of Organizational Structure should be able to allocate authority and
ensure that all employees know whom they have to report to and what tasks they have to
perform this makes the division of labor in a firm manageable, Cranson (1987). It defines the
official relationships of people in an organization. According to Greenberg and Baron (2003),
they define organization structure as the formal configuration between individuals and groups
with respect to the allocation of tasks, responsibilities and authority within organizations. It

5



involves both the division of work into logical tasks and its allocation to staff and the
structural arrangement of staff into departments and organizational relationships. It shows the
flow of authority from the top management to the support staff official relationship among
employees. Organization structure should be designed and deployed to facilitate the

development and deployment of organizational strategy. It must be subject to adaptability.

3. STATEMENT OF THE PROBLEM
Organizational structure refers to the formal system of work roles and authority relationships

that govern how associates and managers interact with one another. The structure of an
organization can be described in two different but related ways. First, structural characteristics
refer to the tangible, physical properties that determine the basic shape and appearance of an
organization’s hierarchy, where hierarchy is defined in terms of the reporting relationships
depicted in an organization chart. Essentially, an organization’s structure is a blueprint of the
reporting relationships, distribution of authority, and decision making in the organization.
These characteristics influence behavior, but their effects are sometimes subtle. Second,
structuring characteristics refer to policies and approaches used to directly prescribe the
behavior of managers and associates. (Hitt, Miller and Colella, 2011). Organizational structure
is the way in which job tasks are formally divided, grouped, and coordinated. (Robbins and
Judge, 2018).

Organizational performance as a variable dependent on structure has been envisioned and
measured in various ways. In this study, the researcher will relies heavily on "hard"
performance criteria: production, sales, gross profit, and services render. Supervisor
appraisals, self-perceptions, and similar measures will be considered "soft" and less indicative
of "bottom line" organizational performance. Empirical research that does not explicitly
identify either individual or organizational performance as a dependent variable will not be
considered. Both organization and subunit levels of performance as variables dependent on
structural dimensions will be considered in this study. As necessary, studies using organization
versus subunit levels of analysis will be distinguish. Structure has been atomized into
component parts, referred to as structural dimensions. Their exact natures, and the question of

whether they are proper atomization, have been subject to discussion and disagreement.



Managers should address seven key elements when they design their organization’s structure:
work specialization, departmentalization, chain of command, span of control, centralization/
decentralization, formalization, and boundary spanning. (Robbins and Judge, 2018).

As per the researcher knowledge, there were no prior researches on this topic locally
specifically on printing industry and based on researcher assessment and observation, in the
context of BSPE, there were several elements of the problem such as uneven and
uncoordinated division of labor and unreasonable work procedure, improper
departmentalization like physical distance and work interactions among different departments,
ineffective flow of communication regarding report and losing of the right decision at the right

place and time.

4, RESEARCH QUESTION
In order to address the stated problem properly the following research questions were drown:

1. What kind of structure is installed at the organization?

2. What are the reasons of subdivided activities into separate jobs?
3. At what bases jobs are grouped together?

4. How do individuals and groups report?

5. At what point of the structural hierarchy the decisions are made?

5. OBJECTIVE OF THE STUDY
This research were conduct on the basis of the following general and specific

objectives.
5.1. GENERAL OBJECTIVE: The objective of the study were to assess organizational
structure of BSPE, to identify the main elements of structure of the organization.
5.2. SPECIFIC OBJECTIVE: The addressed specific objectives were:
To assess current structure of the organization.
To determine the degree of activities in dividing/specializing of each separate jobs/\Works.

To examine reasons and grounds for classification/ departmentalization of similar jobs.

A wnp e

To assess chain of command in the flow of communication and reporting of individuals
and groups.

5. To identify centralized and decentralized decision-making of the organization.



6. SIGNIFICANCE OF THE STUDY
After conducting this study the many benefits were be achieved. Basically this study were help

to understand organizational structure of BSPE. At the same time this study were help to
understand degree of activities for dividing each separate job, support to know reasons and
grounds for classification of similar jobs, assist to analyze flow of communication and
reporting of individuals and groups, help to identify situations where by decisions are made.
And also an important for the researcher in the fulfillment of Masters of Business
Administration as the requirement of St.Marry’s University. Finally the study introduces and
evaluates the facts regarding the assessment of organizational structure which give directions
towards the development of effective measures for BSPE better productivity.

7. SCOPE OF THE STUDY
Based on conceptual frame work and applicability/assessment area, the scope of study were

describes as follows. Due to the organization current real problem, this study have been
focused only on four dimensions/elements of organizational structure (Work specialization,
Departmentalization, Chain of command and Decision—making approach /Centralization Vs
decentralization) by excluding the rest three dimensions/elements of organizational structure
(Span of Control, Standardization and Formalization).

Birhanina Selam Printing Enterprise (BSPE), having its Head Office (HO) at Addis Ababa,
around Arat Kilo (AK) it has two Hub Offices and around one (Hawasa) Area Field office
over region of Ethiopia.

However, this research were focused only on HO, Addis Ababa staffs which is located at AK.
If the research will done on all BSPE intervention areas, perhaps better results will be gained;

however, due to time and resource constraint, the research scope is limited.

8. LIMITATIONS OF THE STUDY
The current world wide death (COVID 19) has a great influence to distribute the questionnaire

and conducting an interview questions for BSPE employees and managers. Since it stays on
papers for 4-5 days peoples are afraid to receive and return the hard copy questionnaire. To
minimize the risk and to save the time the researcher were distributed the soft copy

questionnaire through email and telegram.



9. ORGANIZATION OF THE STUDY
The report have been organized under five chapters. The first chapter dedicates to the

background, statement of the problem, basic research questions, objectives of the study,
significance of the study, and delimitation of the study. Chapter two is concern all about the
related literature on the research subject and parts that define some concepts in the research.

The third chapter explores the methodology used for the research and the data analyse in the
fourth chapter of the report. Finally, there is summary of the major findings, conclusions and

recommendations in the fifth chapter of the study.



CHAPTER TWO

REVIEW OF RELATED LITERATURE

2.1 INTRODUCTION
This chapter mainly focuses on theoretical explanation on the organizational structure.

Organizational structure is inevitable and organizations need to learn how to appropriately
manage this process. The different theoretical and practical approaches and strategies that
organizations can apply organizational structure will be addressed. Research shows that
individuals, groups and organizations tend to perceive organizational structure as a threat to
their well- being and existence. Individuals associate structure with loss of jobs, whilst

organizations see structure as carrying costs and risk to them.

An organization is both its purpose and the mechanism constructed to achieve the purpose. It
means that the concept of organization is embracing both goals and all the elements that
represent unique combination. There is drawn conclusion that structure and the processes
taking place inside the organization are closely aligned; it is hard to speak about one without
mentioning the other. It illustrates how the structure is interconnected with such concepts as
leadership and communication, and how this mutual connection influences the processes of

life cycle of an organization. Miles, (1978).

2.2 THEORETICAL LITERATURE
Organization structure is a pattern of relationships many interwoven, simultaneous

relationships through which people, under the direction of the managers. The goal the mangers
develop through planning are typically ambitious, far-reaching, and open- ended mangers of
an organization need a stable, understandable framework within which they can work together
toward organizational goals (Gilbert, 1998).

2.3 HISTORY OF ORGANIZATIONAL STRUCTURE
Taylor et al : cited in Mohr (n.d) the early theorists of organizational structure realized

structure is important for efficiency and effectiveness. They assumed organizational members
would function accordingly irrespective of the type of structure they have. Before the 1930s,
when rebellion began, organizational structure was considered a matter of choice. When the

rebellion started, it got to be known as human relations theory, and there was still no denial

10



that structure was seen as an artefact rather an advocacy of the creation of a different sort of
structure, one in which the required, knowledge, and views of employees might be given
greater recognition. In 1960s however, a different view came up, recommending that the
organizational structure is "an externally caused phenomenon, an outcome rather than an
artefact." Organizational theorists Lim et al (2010), in the 21% century, are once again
suggesting that organizational structure development is very much dependent on the
expression of the strategies and behavior of the management and the workers as constrained
by the power distribution between them, and influenced by their environment and the

outcome.

2.4 DEFINITIONS OF ORGANIZATIONAL STRUCTURE
Various definitions have been given for Organizational structure and a few are outlined here.

Robbins & Coulter, (2009) defines organizational structure as the formal arrangement of jobs
within an organization. The above definition implies that an organization in order to prevent
chaos in duty and also to ensure that employees work together mostly in their area of
specialization to achieve its goals lay down a hierarchical structure to formalize employees
duty. Jacobide (2007) sees an organizational structure as the viewing glass or perspective
through which individuals see their organization and its environment. This definition implies
that an individual in an organization perception or view about their organization and its
environment is based on the its structure. They determine what is expected from them looking
at the structure.

Mintzberg (1979) defines Organizational Structure as the sum total of the ways in which it
divides labor into distinct tasks and then achieves coordination between them. Schemerhorn et
al (1991), define structure as the intended formal framework that shows the general planned
configuration of positions jobs and duties and the lines of authority within an organization.
Coffer and Athos (1968), refer to structure as the way interconnection between people the way
that people relate and work in an organization so that desired output can be realized. They
further advance that organizational structure is necessary because work is divided and people
socialize and are separated in this framework. Organizational structure should not be seen as a
static and rigid framework but more as a framework through which various elements such as

decisions, goods, materials and influence flow through. Organizational structure therefore
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refers to the way that an organization arranges people and jobs so that its work can be
performed and its goals can be achieved effectively and efficiently. McShane and VVon Glinow
(2005), advance that Organization Structure includes two fundamental elements: The division
of labor into distinct tasks its coordination so that employees are able to accomplish common
goals. Any type of Organizational Structure should be able to allocate authority and ensure
that all employees know whom they have to report to and what tasks they have to perform this
makes the division of labor in a firm manageable, Cranson (1987). It defines the official
relationships of people in an organization. According to Greenberg and Baron (2003), they
define organization structure as the formal configuration between individuals and groups with
respect to the allocation of tasks, responsibilities and authority within organizations. It
involves both the division of work into logical tasks and its allocation to staff and the
structural arrangement of staff into departments and organizational relationships. It shows the
flow of authority from the top management to the support staff official relationship among
employees. Organization structure should be designed and deployed to facilitate the

development and deployment of organizational strategy.

As Rbbin (1990) Organization structure by analogy can be defined as networks of formally
sanctioned and relatively durable relationship between individual and organization
arrangements. They define patterns of control and coordination, authority, and workflow and

communication that influence the activities of its employees.

An organization is a structure which is used to arm people with specific relations and
authority. Within the structure, people work to achieve the desired objectives. It is the skeleton
around which an organization is built. Structure has a formal character. It is an arrangement
for relationships, power, roles, functions and objectives. The structure is well-defined and
formulated for grouping tasks, jobs, delegating authority, allocating responsibility and
accountability, along with the number of persons involved in the managerial hierarchy and at
the shop-floor level. The organizational structure helps management tasks to be done easily
and smoothly through the identification of different tasks, grouping together of similar
activities and assigning tasks to individuals. The allocation, supervision and functions are
essentially designed under organizational structure. The formal relationship among persons
working at different levels, well defined authority and responsibility and individual actions
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and interactions are the bases of the structure of an organization. The structure concentrates on
the division of work, specialization, departmental delegation, formal relations, authority and
responsibility, coordination of work, job design, grouping of jobs and work allocation. Mishra,
MN, (2003)

In order to understand the broad term ,,organizational structure™ we will use the work of
different researchers; it will help us to enhance our knowledge and understanding. Bloisi et al.
(2007) defines organizational structure as a grouping of people and tasks into different units to
boost coordination of communication, decisions, and actions. Realizing the close connection
between the processes taking place inside an organization makes it is easier to understand the

intricate task of directing an efficient organization.

2.5 FUNDAMENTAL DIMENSIONS/ELEMENTS OF ORGANIZATIONAL STRUCTURE
A fundamental article concerning organizational structure is Pugh, (1969) “Dimensions of

structure”, which has changed the way of viewing an organization. Pugh, (1969) described six
different dimensions of organizational structure; specialization, standardization, formalization,
centralization, configuration and traditionalism. Furthermore, the authors stated that an
organization should not be denoted as bureaucratic without taking four following underlying
dimensions into consideration. The first underlying dimension mentioned is structuring of
activities, and it refers to what extent there is formal regulation within the organization that
controls employees™ behavior through the process of specialization, standardization and
formalization. Second dimension, concentration of authority, concerns to what extent the
decision making is conducted at the top of the organization Third one, the line control of
workflow, explains to which extent the managers are controlling the workflow themselves or
if it is done through more impersonal 9 procedures. Finally, the fourth dimension is support
component; it suggests that the size of the administrative and other auxiliary non-workflow

staff determines to what extent the organization can be viewed as bureaucratic. (Pugh, 1969)

By using these dimensions, we understand conclusion that an organization has its own unique
“fingerprint” and therefore cannot simply be denoted as bureaucratic. This classical study was
a major breakthrough at the time because it has illustrated the multidimensional aspect of an
organization’s structure. It remains one of the most popular researches about organizational

structure. By using Pugh’s et al. (1969) underlying dimensions, we can determine which type
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of structure is currently adopted by Laboratorial medicine VLL and hopefully not step into the

trap of simply calling the organization bureaucratic.

According to Hitt ,Miller and Colella,(2011), elements of organizational structure can be
classified as Structural characteristics and structuring characteristics. Under structural
characteristic span of control and departmentalization are incorporated and under structuring

characteristics; Centralization, Standardization, Formalization, Specialization are discussed.

2.5.1 Structural characteristics
Structural characteristics; as mentioned, relate to the basic shape and appearance of an

organization’s hierarchy. The shape of a hierarchy is determined by its height, spans of

control, and type of departmentalization.

Height refers to the number of levels in the organization, from the CEO to the lower level
associates. Tall hierarchies often create communication problems, as information moving up
and down the hierarchy can be slowed and distorted as it passes through many different levels.
Managers and associates can be unclear on appropriate actions and behaviors as decisions are
delayed and faulty information is disseminated, causing lower satisfaction and commitment.
Tall hierarchies also are more expensive, as they have more levels of managers. (Hitt ,Miller
and Colella,2011).

2.5.1.1 Span of control
Is to the number of individuals who report directly to managers. A broad span of control is
possible when a manager can effectively handle many individuals, as is the case when

associates have the skills and motivation they need to complete their tasks autonomously.

Broad spans have advantages for an organization. First, they result in shorter hierarchies,
thereby avoiding communication and expense problems. Second, they promote high-
involvement management because managers have difficulty micromanaging people when
there are larger numbers of them. Broad spans allow for more initiative by associates. In

making employment decisions, many individuals take these realities into consideration.

Spans of control can be too broad, however. When a manager has too many direct reports,

they cannot engage in important coaching and development activities. When tasks are more
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complex and the direct reports more interdependent, a manager often requires a relatively
narrow span of control to be effective. It has been argued that a CEO’s span of control should
not exceed six people because of the complexity and interdependency of work done by direct
reports at this level.

The total number of persons in an organization a manager can supervise effectively is referred
to as span of control, (Robbins and Coulter, 2009). This implies that in order to make control
and supervision effective, the number of subordinates reporting directly to a superior should
be sizeable. The degree of decentralization can determines the span of control. Executives that
are able to make own decisions on many organizational issue do narrow supervision and vice
versa. The creation of either a tall or flat organizational structure is influenced by the span of

control. Other factors considered in designing organizational structure include the following.

Managers simply cannot monitor and control and more subordinates closely enough. (Mc
Shane, Steven L, (2004) Choosing the Span In every organization, It must be decided how
many subordinates a superior can manage, students of management have found that this
number is usually four to eight subordinates at the upper level of organization and eight to
fifteen or more at lower levels. For example the prominent British Consultant Lyndall Urwick
found the ideal number of subordinates for all superior authority. To be found “while” at
lowest level of organization, where what is delegated in responsibility for the performance of
specific tasks and not the supervision of others, the number may be eight to twelve others find
that a manager may be able to manage as many as twenty to thirty subordinates in actual
experience, one finds a wide variety of practices even among admittedly well managed
enterprises. Koontz, Harold (1986) Mc. Shane, Steven L, (2004) recommended there is two
span of control that is narrow span of control and wide span of control. Narrow span of control
no more 20 employees per supervisor and 6 supervisors per manager. Wide span of control the
best performing manufacturing facilities currently have an average 31 employees per
supervisor. These operation plans to stretch this span to an average of 75 employees per
supervisor. It is very difficult to directly supervise 75 people. It is much easier to oversee 75
subordinates who are grouped or self-directed in to several self-directed work teams. Koontz
Harold, 1986:166 recommended that 4 to 8 subordinate at the upper level and 8 to 15 or more
at lower levels.
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2.5.1.2 Chain of command

While the chain of command was once a basic cornerstone in the design of organizations, it
has far less importance today. But managers should still consider its implications, particularly
in industries that deal with potential life-or-death situations when people need to quickly rely
on decision makers. The chain of command is an unbroken line of authority that extends from

the top of the organization to the lowest echelon and clarifies who reports to whom.

Authority: We can’t discuss the chain of command without also discussing authority and
unity of command. Authority refers to the rights inherent in a managerial position to give
orders and expect them to be obeyed. To facilitate coordination, each managerial position is
given a place in the chain of command, and each manager is given a degree of authority in

order to meet his or her responsibilities.

Unity of command: The principle of unity of command helps preserve the concept of an
unbroken line of authority. It says a person should have one and only one superior to whom he
or she is directly responsible. If the unity of command is broken, an employee might have to
cope with conflicting demands or priorities from several superiors, as is often the case in
organization charts’ dotted-line reporting relationships depicting an employee’s accountability

to multiple managers.(Robbins and Judge, Pearson Education Limited 2018).

2.5.1.3 Departmentalization

Describes the approach used in grouping resources within an organization. As highlighted in
the opening case, one of the two basic options is the functional form of departmentalization, in
which resources related to a particular functional area are grouped together. The functional
form provides several potential advantages, including deep specialized knowledge in each
functional area (because functions are the focus of the firm) and economies of scale within
functional areas (resources can be shared by all individuals working within each functional

area).

This form, however, also has a potential major weakness: managers and associates in each
functional department can become isolated from those who work in other departments, which
harms coordinated action and causes slow responses to major industry changes that require

two or more functional areas to work together.
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If an organization has multiple products or services or operates in multiple geographical areas,
it can group its resources into divisions. The divisional form offers several benefits, such as
better coordination among individuals in functional areas. Functional resources have been
divided among the divisions, and associates and managers in the smaller functional
departments within each division tend to coordinate with one another relatively easily. With
smaller departments, people tend to be closer to one another, and there are fewer barriers
(formal or informal) to direct communication. A second, related benefit t is rapid response to
changes in the industry that call for a cross functional response. Because associates and
managers in the various functional areas coordinate more effectively, response times are often
faster. A third benefit is tailoring to the different product/service or geographical markets. This

occurs because the people in each division are dedicated to their own markets.

The divisional form is not without its drawbacks, however. Two of the most important are (1)
lack of collaboration across the product/service or geographic markets (individuals in one
division can become isolated from those in other divisions) and (2) diseconomies of scale
within functional areas (individuals in a given functional area but working on different
markets cannot share resources as they can in the functional structure). As described in the
Exploring Behavior in Action feature, FedEx developed a diverse set of businesses offering a
portfolio of services. To manage these businesses efficiently and to offer customers the most

effective services, FedEx implemented a divisional structure.

Hybrid forms also exist, with some functional areas divided across divisions, while others
remain intact at the corporate level, often for cost reasons. Network organizations are another
option, where many or most functional areas are outsourced to other organizations. Home
builders are usually network organizations, as they often do not complete their own
architectural work and typically outsource to subcontractors much of the actual construction
work. Nike is generally considered to be a network organization because it outsources

manufacturing and other types of work.

The network approach has been emphasized by a number of firms in recent years, at least to
some degree. Its chief benefit t lies in allowing a firm to focus on what it does best while

outsourcing the rest. Quality control, however, is sometimes an issue, and coordination of
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internal and external efforts is often a substantial problem. Effective information technology
that facilitates coordination across organizational boundaries is crucial. (Hitt ,Miller and
Colella,2011).

Departmentalization specifies how employees and their activities are grouped together. It is a
fundamental strategy for coordinating organizational activity because it influences
organizational behavior in the following ways. Departmentalization establishes the “chain of
command,” that is, the system of common supervision among positions and units within the
organization. It establishes formal work teams. Departmentalization typically determines
which positions and units must share resources. Thus, it establishes interdependencies among
employees and subunits. Departmentalization usually creates common measures of
performance. Members of the same work team, for example, share common goals and
budgets, giving the company standards against which to compare subunit performance.
Departmentalization encourages coordination through informal communication among people
and subunits. With common supervision and resources, members within each configuration
typically work near each other so they can use frequent and informal interaction to get the
work done. There are almost as many organizational charts as there are business, but we can
identify five pure types of departmentalization: simple, functional, divisional, matrix, and
team based. Few companies fit exactly into any of these categories, but they are a useful
framework for discussing more complex hybrid forms of departmentalization. Mc Shane,
Steven L. (2004) Once you’ve divided jobs up through work specialization, you need to group
these jobs together so common tasks can be coordinated. The basis by which jobs are grouped
together is called departmentalization. One of the most popular ways to group activities is by
functions performed. A manufacturing manager might organize his or her plant by separating
engineering, accounting, manufacturing, personnel, and purchasing specialists into common
departments. Of course, departmentalization by function can be used in all types of
organizations. Only the functions change to reflect the organization’s objectives and activities.
A hospital might have departments devoted to research, patient care, accounting, and so forth.
A professional football franchise might have departments entitled player personnel, ticket
sales, and travel and accommodations. The major advantage to this type of grouping is
obtaining efficiencies from putting like specialists together. Functional departmentalization
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seeks to achieve economies of scale by placing people with common skills and orientations
into common units. Tasks can also be departmentalized by the type of product the organization
produces. Procter & Gamble, for instance, recently reorganized along these lines. Each major
product-such as Tide, Pampers Charmin, and Pringles-will be placed under the authority of an
executive who will have complete global responsibility for that product. The major advantage
to this type of grouping is increased accountability for product performance, since all activities
related to a specific product are under the direction of a single manager. If an organization’s
activities are service rather than product related, each service would be autonomously
grouped. For instance, an accounting firm could have departments for tax, management
consulting, auditing, and the like. Each would offer a common array of services under the
direction of a product or service manager. Another way to departmentalize is on the basis of
geography or territory. The sales function for instance, may have western, southern,
Midwestern, and eastern regions. Each of the regions is, in effect, a department organized
around geography. If an organization’s customers are scattered over a large geographic area
and have similar needs based on their location, then this form or departmentalization can be
valuable. Stephen Robbins,(2001) and Robbins (2001) recommended that the jobs are grouped
together so common tasks can be coordinated, Like Engineering, accounting, manufacturing,

personnel, and purchasing specialists into common departments.

2.5.2 Structuring Characteristics
Whereas structural characteristics indirectly affect behavior, structuring characteristics relate

to policies and approaches used to directly prescribe the behavior of managers and associates.
This second category of structure includes centralization/decentralization, standardization,

formalization, and specialization.

2.5.2.1 Centralization /Decentralization

Centralization: refers to the degree to which decision making is concentrated at a single point
in the organization. In centralized organizations, top managers make all the decisions, and
lower-level managers merely carry out their directives. In organizations at the other extreme,
decentralized decision making is pushed down to the managers closest to the action or to
workgroups. The concept of centralization includes only formal authority that is, the rights

inherent to a position. Robbins and Judge, (2018).
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Centralization refers to the amount of decision-making authority that is held at the top of the
organization. In centralized organizations, top-level managers retain most authority, leaving
less for mid- and lower-level managers and very little for associates. This is not consistent
with high-involvement management, and research suggests that centralized organizations
generally perform less well. There are several conditions, however, that call for a significant
degree of centralization. (Hitt ,Miller and Colella,2011).

Centralization and decentralization represent a second element of organizational design.
Centralization means that formal decision making authority is held by a small group of people,
typically those at the top of the organizational hierarchy, most organization begin with
centralized structures, because the founder makes most of the decisions and to direct the
business to ward his or her vision. But as organizations grow, they diversity and their
environments become more complex. Senior executives aren’t able to process all the decisions
that significantly influence the business. Consequently, larger organizations end to
decentralize, that is, they disperse decision Authority and power throughout the organization.
Although larger firms tend to decentralize, this is not necessarily true of every part of the
organization. Nestle’s marketing department is decentralized, yet some 16 parts of the giant
Swiss food company are centralized. “If you are too decentralized, you can become too
complicated-you get too much complexity in your production system,” explains Nestle CEO
Peter Brabeck. Nestle centralizes it production, logistics, and supply chain management to
leverage the economies of scale of a large organization. Also, firms tend to rapidly centralize
during times of turbulence and organizational crisis. When the problems are over, leasers tend
to decentralize decision making slowly, if at all. Mc Shane, Steven L, (2004)

Decentralization: Decision-making is delegated as far down the organization as possible. This
enables decisions to be made by those with relevant technical expertise, who are closer to
customers. One version of decentralization in the private sector is the creation of strategic
business units (SBUs) that are smaller than divisions. The possible advantages of
decentralization are that decisions are made at the point of operation and delivery; and the
possible disadvantages are that the center may lose control and there may occur a degree of
anarchy. Cowling, A. and Phillip, (1994)
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2.5.2.2 Standardization
Refers to the existence of rules and standard operating procedures. When standardization is

high, managers and associates are expected to follow prearranged approaches to their work.
Under these circumstances, their behavior is very predictable. Although standardization is
sometimes necessary for efficiency and safety, it reduces opportunities for individual
initiative, creativity, and self-directed collaboration with others inside and outside the
organization. Thus, it can negatively affect motivation and satisfaction for many. (Hitt ,Miller
and Colella,2011).

2.5.2.3 Formalization

Is a closely related phenomenon; it is the degree to which rules and procedures are
documented. (Hitt ,Miller and Colella,2011). Formalization is the degree to which
organizations standardize behavior through rule, procedures, formal training and related
mechanisms. In other words formalization represents the establishment of standardization as a
coordinating mechanism. Mc Shane Steven L. (2004)

Formalization refers to the degree to which jobs within the organization are standardized. If a
job is highly formalized, the employee has a minimal amount of discretion over what to do
and when and how to do it, resulting in consistent and uniform output. There are explicit job
descriptions, lots of organizational rules, and clearly defined procedures covering work
processes. Formalization not only eliminates the possibility of employees engaging in
alternative behaviors; it removes the need for them to consider alternatives. Conversely, where
formalization is low, job behaviors are relatively unprogrammed and employees have a great
deal of freedom to exercise discretion in their work. The degree of formalization can vary
widely between and within organizations. Research from 94 high-technology Chinese firms

indicated that formalization is a detriment to team flexibility in

decentralized organization structures, suggesting that formalization does not work as well
where duties are inherently interactive, or where there is a need to be flexible and
innovative.13 For example, publishing representatives who call on college professors to
inform them of their company’s new publications have a great deal of freedom in their jobs.
They have only a general sales pitch, which they tailor as needed, and rules and procedures

governing their behavior may be little more than suggestions on what to emphasize about
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forthcoming titles and the requirement to submit a weekly sales report. At the other extreme,
clerical and editorial employees in the same publishing houses may need to be at their desks
by 8:00 a.m. and follow a set of precise procedures dictated by management. (Robbins and
Judge, Pearson Education Limited 2018).

2.5.2.4 Specialization

Is the degree to which managers and associates have narrow jobs that use focused skills;
usually these jobs offer little variety. Narrow jobs can negatively affect motivation,
satisfaction, and performance for individuals who want to be challenged and to grow in the
workplace. Yet, in some self-managed teams with associates having higher levels of
specialization, some degree of formalization can produce positive results. (Hitt ,Miller and
Colella,2011).

Early in the twentieth century, Henry Ford became rich by building automobiles on an
assembly line. Every worker was assigned a specific, specialized task such as putting on the
right front door. By dividing jobs into small standardized tasks that could be performed
repeatedly and quickly, the Ford Motor Company was able to produce a car every 10 seconds,
using employees with relatively limited skills. Work specialization, or division of labor,
describes the degree to which activities in any organization are divided into separate jobs. The
essence of work specialization is to divide a job into a number of steps, each completed by a
separate individual. Individuals thus specialize in doing part of an activity rather than the
entirety. Overall, specialization is a means of making the most efficient use of employee skills
and even successfully improving them through repetition. Less time is spent changing tasks,
putting away tools and equipment from a prior step, and getting ready for another. (Robbins
and Judge, Pearson Education Limited 2018).

2.6 TYPES OF STRUCTURE
Weber (1948), and other contributors to management have revealed the existence of numerous

organizational structures. They are either tall or flat and include pre-bureaucratic, bureaucratic,
post-bureaucratic, functional, divisional, matrix, flat structures, hybrid, flexible and modernity
has introduced the virtual, network and team structures. Basically, they are 12 group into
either a hierarchical or Pyramidal and flat structure. Mintzberg (1979) notes that each structure

has its own merits and drawbacks. Ultimately, there may be no ideal structure for a company.
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2.6.1 Pyramidal / Hierarchical Structure
In the 21% century, even though most, if not all, organizations are not of a pure hierarchical

structure, many managers are still blind to the existence of the flat community structure within
their organizations, (Butler,1986). Schein’s (1988) hierarchical dimension. The representation
of an organization in a hierarchy which is occupied on the top level by the executive of the
organization, the middle management and the lower levels of management in a descending
order respectively is call a pyramid organizational structure. The functioning of the executive
level is enhanced both by the middle management and the lower levels on the pyramid. It is
characterized by bureaucracy owing to the fact that the executives exercise full control of the
organization including operations, vision and operational strategy. Organizational vision
emanates from the top (Kanter, 1986; Kanter, Stein & Jock, 1992;Wright & McMahm,
1992).The pyramid organizational structure is composed of three major levels which are the
executive, managers and staff respectively. The supervision of activities of staff in the various
departments are done by the managers who in turn report to the executives. The lowest level
which is the staff support managers in carrying out tasks that fulfill the directives from
executive level. In some organizations, there cou