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1. Definition:

o Organizational structure refers to how a company arranges its employees and jobs to
achieve its goals. It defines the hierarchy, reporting relationships, and workflow within

an organization.
2. Types of Organizational Structures:

o Functional Structure: Organized by specific functions or departments (e.g.,
marketing, finance).
Divisional Structure: Organized by products, services, or markets.

o

Matrix Structure: Combines functional and divisional structures, often used in

o

complex organizations.
Flat Structure: Few or no levels of middle management between staff and executives.

O

(e}

Hierarchical Structure: Traditional top-down structure with clear levels of authority

and control.
3. Factors Influencing Organizational Structure:

Size of the Organization: Larger organizations tend to have more complex structures.

o

Strategy: Different strategies require different structures (e.g., innovation-focused vs.

O

cost-focused).
Technology: Automation and digitalization can influence the structure.

o

Environment: External factors such as competition and regulations can impact the

o

design.
4. Importance of Organizational Design:

o Efficiency: Well-designed structures can streamline processes and improve
productivity.

o Communication: Clear structures facilitate better communication and coordination.

o Adaptability: A flexible design allows organizations to respond to changes in the
environment.

o Employee Morale: Proper design can enhance employee satisfaction and

engagement.
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5. Challenges in Organizational Design:

o Resistance to Change: Employees may resist structural changes.

o Complexity: Balancing various factors to design an effective structure can be
challenging.

o Coordination Issues: Silos or lack of coordination between departments can hinder
performance.

6. Key Concepts in Designing Organizational Structure:

o Centralization vs. Decentralization: Degree of decision-making authority held at
different levels.

o Span of Control: Number of subordinates a manager can effectively supervise.

o Formalization: Extent to which rules and procedures govern employees' behavior.

o Departmentalization: How tasks are grouped into departments or divisions.

7. Evolving Trends:

o Virtual Organizations: Leveraging technology for remote work and collaboration.
o Team-Based Structures: Empowering cross-functional teams for innovation.
o Flexible Work Arrangements: Embracing flexibility in work hours and locations.

Understanding organizational structure and design is crucial for businesses to align their
resources effectively and achieve their strategic objectives.
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