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1. Definition:

¢ Organizational structure refers to how a company arranges its employees and jobs in order
to meet its goals. It determines how information flows, responsibilities are assigned, and
decision-making processes are structured within the organization.

2. Importance of Organizational Structure:

Clarifies roles and responsibilities
Enhances communication and coordination

Improves efficiency and productivity

Facilitates growth and adaptation to change

Enhances employee motivation and engagement
3. Types of Organizational Structures:
a. Functional Structure:

e Employees are grouped based on their specialized skills or functions.
e Promotes efficiency and expertise in specific areas.
e Common in small to medium-sized organizations.

O

. Divisional Structure:

e Organized around products, services, or markets.
e Each division operates as a separate unit with its own functions.
e Suitable for large organizations with diverse products or services.

c. Matrix Structure:

e Employees report to both a functional manager and a project manager.
e Enhances flexibility and communication across different departments.
e Common in complex projects or organizations with multiple product lines.

4. Factors Influencing Organizational Design:

a. Strategy:
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e Organizational structure should align with the company's goals and strategies.

. Size:

e Larger organizations may require more complex structures to manage various functions.
. Environment:

e External factors such as market competition and regulations can influence organizational
design.

. Technology:

e Organizations utilizing advanced technology may require flatter structures for faster
decision-making.

. Key Design Considerations:
. Centralization vs. Decentralization:

e Centralization concentrates decision-making authority at the top, while decentralization
distributes it across various levels.

. Span of Control:

¢ Refers to the number of employees a manager can effectively supervise.
e Wide span for routine tasks, narrow span for complex tasks.

. Formalization:

e Degree to which rules, procedures, and policies govern employees' behavior.
¢ High formalization provides consistency, low formalization allows for flexibility.

. Challenges in Organizational Design:

. Resistance to Change:

e Employees may resist changes to existing structures due to fear of the unknown.
. Silos and Communication Barriers:

¢ |nefficient communication between departments can hinder collaboration and innovation.
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c. Inflexibility:

¢ Rigidity in structure may impede the organization's ability to adapt to market changes.

7. Conclusion:

e Organizational structure and design play a crucial role in shaping the efficiency,
effectiveness, and adaptability of an organization. By carefully considering factors such as
strategy, size, and technology, organizations can create structures that support their long-
term success. Regular evaluation and adjustment of the organizational design are essential
to ensure alignment with evolving business needs and external environments.
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