Chapter 7- Designing Effective Organizations
Kreitner/Eliason Foundations of Management

Organizing is the structuring of a coordinated system of authority relationships
and task responsibilities.

What Is an Organization
An organization is defined as a cooperative social system involving the
coordinated efforts of two or more people pursuing a shared purpose.

Common Characteristics of Organizations
There are four characteristics: (1) coordination of effort, (2) common goal
or purpose, (3) division of labor, and (4) hierarchy of authority.

Coordination of Effort
Individuals who join together and coordinate their mental and
physical efforts can accomplish great and exciting things.
Coordination of effort multiplies individual contributions.

Common Goal or Purpose

A common goal or purpose gives the organization focus and its
members a rallying point.

Division of Labor
By systematically dividing complex tasks into specialized jobs,
and organization can be more efficient. Division of labor permits
each member of the organization to become more proficient
through specialization.

Hierarchy of Authority
Authority is the right to direct the actions of others. It coordinates
effort, enhances accountability, and instituted a chain of command.

Organization Charts
An organization chart is a diagram of an organization’s official positions
and formal lines of authority. It has two dimensions: a vertical hierarchy
and a horizontal specialization. Vertical hierarchy establishes the chain of
command. The horizontal specialization involved the division of labor.

Organizational Effectiveness
Organizational effectiveness can be defined as being effective, efficient,
satistying, adaptive and developing, and ultimately surviving. To be
effective, today’s organizations need to strike a generally acceptable
balance between organizational and societal goals. Determining effective



criteria requires frequent review and updating. It must also adapt to new
environmental demands and mature and learn in the intermediate future.
Contingency Design
A contingency design is the process of determining the degree of environmental
uncertainty and adopting the organization and its subunits to the situation.

The Burns and Stalker Model
Mechanistic Organizations tend to be rigid in design and have strong
bureaucratic qualities.

In contrast, organic organizations tend to be quite flexible in structure
and adaptive to change.

Telling the Difference
Mechanistic organizations would show evidence of precise task
definition, low task flexibility, clear definition of techniques, and
high emphasis on obedience. An organic organization would have
exactly the opposite characteristics.

Situational Appropriateness
Burns and Stalker paved the way for two important conclusions
about contingency design. (1) Research indicates that there is no
single best organization design and (2) that the more uncertain the
environment, the more flexible and adaptable the organization’s
structure must be.

Contingency Design Alternatives
Managers need a mix and match departmentalization formats, span of
control, and centralization/decentralization in an effective manner that is
appropriate to the situation.

Basic Departmentalization Formats
It is through departmentalization that related jobs, activities, or
processes are grouped into major organizational subunits.

Five basic types of departmentalization are:
* Functional Departments
*  Product-Service Departments
* Geographic Location Departments
* Customer Classification Departments
*  Work-Flow Process Departments

Functional Departments categorize jobs according to the activity
performed.

Product-Service Departments are categorized by a product or
service.



Geographic Location Departments sometimes, as in organizations
that have nationwide or worldwide markets, geography dictates
structural format.

Customer Classification Departments center on various customer
categories.

Work-Flow Process Departments in Reengineered Organizations
are horizontal organizations because of the emphasis on the
smooth and speedy horizontal flow of work between two key
points: (1) identifying customer needs and (2) satisfying the
customer.

Span of Control

The number of people who report directly to a manager represents
that manager’s span of control.

Centralization and Decentralization

Effective Delegation

Centralization is defined as the relative retention of decision-
making authority by top management.

In contrast, decentralization is the granting of decision-making
authority by management to lower-level employees.

Delegation is the process of assigning various degrees of decision-making
authority to lower-level employees. Delegation is the sharing of authority, no the
abdication of responsibility.

The Advantages of Delegation

Managers can free more of their time

Helpful management training and development tool
Lower-level managers who desire more challenge are given the
opportunity

Barriers to Delegation

Belief in the fallacy, “If you want it done right, do it yourself”
Lack of confidence and trust in lower-level employees

Low self-confidence

Fear of being called lazy

Vague job definition

Fear of competition from those below

Reluctance to take the risks entailed in depending on others
Lack of controls that provide early warning of problems with
delegated duties

Poor example set by bosses who do not delegate



The Changing Shape of Organizations
There are three ways a traditional pyramid organization can be reshaped. They
include the hourglass organization, the cluster organization and the virtual
organization. Some characteristics of these configurations are: fewer layers, a
greater emphasis on teams and smallness within the bigness.

Hourglass Organizations
An hourglass organization is a three-layer structure with a constricted
middle layer.
The three layers include:
* Strategic elite is responsible for formulating a vision for the
organization and make sure it becomes reality.
* Middle-management layer carries out a coordinating function for
diverse lower-level activities.
* Technical specialists are at the bottom layer and act as their own
supervisors much of the time.

Cluster Organizations
A cluster organization is a collaborative structure in which teams are the
primary unit. Motivation is very high but stress levels are said to rise when
the pace of change quickens.

Virtual Organizations
Virtual organizations are flexible networks of value-adding
subcontractors, linked by the Internet, e-mail, fax machines and
telephones. Change and learning are constant in this hectic organization.

Organizational Cultures
Organizational culture is the collection of shared (stated or implied) beliefs,
values, rituals, stories, myths, and specialized language that foster a feeling of
community among organization members.

Characteristics of Organization Cultures
There are six characteristics.

* (Collective means that everyone has come to agreement on the
organizations culture.

*  Emotionally charged is when people refuse to allow the basic
values in the culture to change.

* Historically based is when trust and loyalty can be developed
through identifying with others who have had similar experiences.

* Inherently symbolic are the lifeblood of organizational culture. The
basis is actions speak louder than words.

*  Dynamic is when predictability, conformity and stability are
promoted through the organization.



* [nherently fuzzy Most cultures are inherently fuzzy, which means
one cannot understand the organizations culture with a simple
observation.

Forms and Consequences of Organizational Cultures
Organizational values are shared beliefs about what the organization
stands for.

The Organizational Socialization Process
Organizational socialization is the process through which outsiders are
transformed into accepted insiders.

Orientations
Orientation programs are when newly hired employees learn about
their organization’s history, culture, competitive realities, and
compensation and benefits.

Storytelling
Stories are “social roadmaps” for employees because they subtly
tell them where to go, where not to go and what will happen when
the get there.

Strengthening Organizational Cultures
There are six typical symptoms of a week organizational culture.
* Inward focus 1s when internal politics become more important than
the real-world problems.
*  Morale problems
*  Fragmentation/inconsistency
* Ingrown subcultures
*  Warfare among subcultures
*  Subculture elitism
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