Fundamentals of Organizational Behaviour

Key Concepts, Skills and Best Practices


CHAPTER 12

ORGANIZATIONAL DESIGN

Learning Outcomes
· Describe the four basic dimensions of organizational structure.

· Explain the difference between closed and open systems.

· Describe the four generic organizational effectiveness criteria.

· Explain what is involved in the contingency approach to organizational design.

· Discuss Burns and Stalker's findings regarding mechanistic and organic organizations.

I. ORGANIZATIONS: DEFINITION AND DIMENSIONS

A. What is an Organization?
1. An organization is a system of consciously coordinated activities or forces of two or more persons.
2. The unity of command principle specifies that each employee should report to a single manager.

B. Organization Charts - a graphic representation (boxes-and-lines illustration) showing chain of formal authority and division of labour
1. Hierarchy of Authority works from bottom to top.  A formal hierarchy of authority delineates the official communication network.

2. Division of Labour – At each successively lower level in the organization, jobs become more specialized.

3. Span of Control refers to the number of people reporting directly to a given manager.

4. Line and Staff Positions

· Staff managers provide research, advice, and recommendations to line managers.

· Line managers have authority to make organizational decisions.

II. MODERN ORGANIZATIONAL METAPHORS - A metaphor is a figure of speech that characterizes one object in terms of another object.
A. Needed: Open-System Thinking

1. A closed system is said to be a self-sufficient entity.

2. An open system depends on constant interaction with the environment for survival.

B. Organizations as Biological Systems – See Figure 12-2, page 254
1. The biological model characterizes the organization as an open system that transforms inputs into various outputs
C. Organizations as Cognitive Systems – it takes a cooperative culture, mutual trust, and lots of internal cross-communication to fully exploit the organization as a cognitive system (or learning organization).
D.  Organizations as Ecosystem Participants – organizational ecology is the study of the effect of environmental factors on organizational success/failure and interrelationships among organizations.

III. STRIVING FOR ORGANIZATIONAL EFFECTIVENESS

A. Generic Effectiveness Criteria four generic approaches to assessing an organization's effectiveness (See Figure 12-3, page 256):
1. Goal accomplishment is the most widely used effectiveness criterion for organizations.  Key results or outputs are compared with previously stated goals or objectives.

2. Resource acquisition relates to inputs rather than outputs.  An organization is deemed effective in this regard if it acquires necessary factors of production such as raw materials, labour, capital, and managerial and technical expertise.

3. Internal process is referred to as the “healthy systems” approach.  An organization is said to be a healthy system if information flows smoothly and if employee loyalty, commitment, job satisfaction, and trust prevail.

4. Strategic constituencies satisfaction is the satisfaction of any group of people with a stake in the organization's operation or success.  Strategic constituencies generally have competing or conflicting interests.
B. Mixing Effectiveness Criteria: Practical Guidelines - the following guidelines are helpful: 

1. Goal accomplishment approach is appropriate when goals are clear, consensual, time-bounded, and measurable.

2. Resource acquisition approach is appropriate when inputs have a traceable effect on results or output.

3. Internal processes approach is appropriate when organizational performance is strongly influenced by specific processes.
4. Strategic constituency's approach is appropriate when powerful stakeholders can significantly benefit or harm the organization.

IV. THE CONTINGENCY APPROACH TO DESIGNING ORGANIZATIONS

Contingency approach to organization design is creating an effective organization-environment fit.

A. Differentiation and Integration

1. Differentiation occurs through the division of labour and technical specialization. 

2. Integration occurs when specialists cooperate to achieve a common goal.

B. Mechanistic versus Organic Organizations

1. Mechanistic organizations are rigid, command-and-control bureaucracies.

2. Organic organizations are fluid and flexible networks of multitalented people.

3. A Matter of Degree - organizations tend to be relatively mechanistic or relatively organic.

4. Different approaches to decision making: 

· Centralized decision making - top managers make all key decisions.

· Decentralized decision making - lower-level managers are empowered to make important decisions.

5. Practical Research Insights
6. Both mechanistic and organic structures have their place:

(a) Not all organizations or subunits can or should be organic.

(b) Mechanistic structure alienates some employees because it erodes their sense of self-control.

C. New-Style versus Old-Style Organizations (See Table 12-1, page 262)
New Style:
Dynamic learning





Information rich

Global

Small and large

Product/customer oriented

Skills oriented

Team oriented

Involvement oriented

Lateral/networked

Customer oriented




Old Style:

Stable








Information is scarce








Local








Large








Functional








Jobs oriented








Individual oriented








Command/control oriented








Hierarchical








Job requirements oriented

D. Virtual Organizations - modern information technology allows people in virtual organizations to get something accomplished despite being geographically dispersed.
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