Week Five Lecture Notes
ORGANISING FUNCTION 
The managerial function organizing may be understood as “defining and grouping the activities of the enterprise and establishing authority, responsibility and relationships among them”.  Therefore, Organising is what managers do when they design, structure, and arrange the components of an organisation’s internal environment to facilitate attainment of organisational goals. For example hospital, has organisational needs that are different from those of a university, which are different from those of a museum. Hence, to meet its goal of delivering high-quality health care, a hospital may organise both in-and out-patient facilities, locate its emergency room and trauma centre on the first floor of the building to prevent delays in treating critical patients, prepare meal schedules, provide room cleaning services, and so forth.
Since planning specifies the objectives, organising creates the vehicle needed to reach a company's goals (facilitates the accomplishment of objectives). Therefore, an organisation structure should be designed to clarify who is to do what tasks and who is responsible for what results, to remove obstacles to performance caused by confusion and uncertainty of assignment, and to furnish decision-making and communication networks reflecting and supporting enterprise objectives.
Formal and Informal Organisation

Within any organisation, there are both formal and informal components. A formal organisation exists as a result of the official structures and systems designed by managers through organising activities. A formal organization normally contains a structured communication and command system that helps people pool their time, energy, and talents to reach common objectives. In the formal organisation, managers prescribe expected behaviour through job descriptions, rules and policies, and operating procedures. By contrast, informal behaviour arises from the needs, norms, values and standards of the organisation members.

By contrast, an informal organisation exists when two or more people interact for a purpose or in a manner beyond that specified by the manager. Often informal organisations evolve in a natural, unplanned manner, but they may also be formed intentionally, such as when nurses in the burn ward of a hospital meet to discuss problems they have with the doctors and patients. Experience shows that each member of an informal organisation has personal reasons for joining it, for he/she exchanges information with others, satisfy individual his or her needs, and influences or is influenced by others. The informal organisation may have direct and significant implications for the managers of the formal organisation. Sometimes informal groups become formal groups, as would occur if the burn ward nurses just described organised a union.
Steps in Organizing Process
Organizing is a multi-step process consisting of the following:
· Detailing all the work that must be done to attain the objectives; (identification of tasks involved);

· Dividing the total work into activities that can logically and comfortably be performed by one person or by a group of persons; (differentiation);

· Grouping the related tasks in a logical  manner (departmentation);

· Setting up a mechanism to coordinate the work of members into a  unified whole by establishing authority – responsibility relationships, (delegation and decentralis ation of authority); and

· Monitoring effectiveness of the organization and making adjustments to maintain or increase its effectiveness.

The various steps in organizing process results in a structure that facilitates the performance of tasks in a cohesive way. The resulting structure, however, is not a static form, like the structure of a building. Since structure is based on plans, major revision of plans may necessitate a corresponding modification of structure.  As such, organizing and reorganizing are ongoing processes. Successful organizations continuously assess the appropriateness of their structure and change it in accordance with the dictates of the environment. Organization structures are modified periodically in response to the environmental demands. Management expert Tom Peters estimates that about 50 percent of organization problems arise from inappropriate organization structure. 
Note: An effective organization structure is the one that depends on situations.

Organization Structure
An organization structure clarifies who is to do what tasks. These include: 
Organization Chart
Organization structure may be presented in the form of on organization chart that shows all the positions in an organization and their formal relationships to one another. It illustrates an organization’s overall shape and the levels of management in a comprehensible manner. The organization chart of a typical company structured on functional basis is presented in the following chart.
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  Advertising 
Accounting 
Internal Auditors

An organization chart shows:

· The hierarchical structure that is typical of most organizations;
· The number of management levels;
· Scope of authority and status of the individuals as indicated by the  location of their position in relation to other positions;
· How an organisation’s activities are grouped in terms of departments  (whether by function, by product, territory etc);
· The work being done in each position (indicated by the labels in the  boxes);
· Interaction of people as indicated by the horizontal and vertical lines  connecting various positions/ departments;
· Relationships between superiors and subordinates in terms of who  reports to whom, that is, the chain of command;
· How many subordinates report directly to each  manager,  that is the  span of management; 

· Career progression, and Executive Director

· Formal channels of communication (indicated by the connecting lines).
However, an organization chart does not show:

· Interactions between people who have no official reporting  relationships, that is, the informal organization
· The ongoing dynamics of workplace behavior;
· Personal preferences and coalitions;
· Informal communication channels; and
· Interference by outsiders.
The organization chart of any company, therefore, enables one to understand easily three classical principles of organizing, viz., chain command, unity of command and span of control.
Chain of Command/ Scalar Chain
Refers to the type of arrangement of various positions in an orderly way. The chain of command exists wherever an individual is made subordinate to another. Since ancient times, it has been recognized that the only way to structure unified systems involving large number of people is through a chain of command.  The resulting hierarchy is found in every company or in any human system including a family. In addition to defining different degrees of authority of people, Chain of Command also suggests the routes through which information flows within an organization. An illustration of the chain of command for a typical manufacturing company.
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including a family. Following chart depicts the chain of command in a
typical manufacturing company. In addition to defining different degrees
of authority of people, Chain of Command also suggests the routes through
which information flows within an organization.
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Unity of Command
The Chain of Command principle implies another feature of organizing i.e. one subordinate-one boss.  If the efforts of subordinates are to be effectively coordinated, it is necessary that they must have a reporting relationship with only one superior.  Unity of command principle avoids the confusion as to who should report to whom and who should issue orders to whom.

Span of Management
It is anybody’s knowledge that a manager cannot effectively supervise the activities of an infinite number of subordinates.  This is because of the limitations of time, energy and skills.  These limitations place natural limit on the number of subordinates that a manager can effectively supervise. But for this limit, organizations would have not taken the pyramid shape. Span of management therefore refers to the number of subordinates that report directly to a manager.  The traditional thinking was that an effective span involved some definite number of subordinates.  For example, Lyndall Urwick found “the ideal number of subordinates for all superior positions to be four and at the lower level of the organization, the number may be eight or twelve”. 

Classical Thinking on Span of Control
The traditional theory of management was much concerned with the specific number of subordinates that could be supervised by a manager.  For instance, Lyndall Urwick suggests that no executive should attempt to supervise directly more than five.  Different thinkers suggested different spans both at the top and lower levels of organization. According to V.A. Graicunas, in selecting a span; managers should consider not only the direct one-to-one relationship with their subordinates, but also two other kinds of relationships, namely, direct group relationships and cross-relationships.  As such, if A has two subordinate B and C, the following relationships would emerge.

a) Direct One-to-One Relationships:  These relationships relate the superior directly with his subordinates, A in this case will have two direct relationships with B and C, viz., A to B and A to C.

b) Direct Group Relationships:  This refers to the relationships of superior with the various possible combinations of subordinates. In the above example, A may interact with B in the presence of C or with C in the presence of B. Graicunas argues that though the individuals are same, the two situations have different implications.

c) Cross Relationships:  This type of relationships is created when subordinates consult one another. In our example, the two cross relationships are B with C and C with B.
Factors Influencing Span of Management
a) Manager’s personality: If managers share a strong need for power, they may prefer a wider span of control. On the other hand, some managers feel threatened because they cannot oversee the activities of too many people. Such managers would naturally prefer a narrow span.
b) Manager’s capability:  An experienced, well trained and knowledgeable manger is normally able to handle a relatively wider span than a less capable manager.
c) Subordinates capabilities: Experienced and well-trained subordinates will be able to resolve the difficulties themselves. They do not take much of the time of the superior.  The need for frequent contacts is also obviously less.
d) Fatigue tolerance:  Physical and mental fatigue may limit a manager’s capacity for control.  There are only so many hours in a day, and only so many things can be done at a time.  Consequently, the greater the physical or mental demands of a job, the narrower the span of control.
e) Activity level:  The pace and pattern or work in an engineering firm, an investment firm, and a university differ in many respects. Moreover, there also exist differences between the various units of an organization. For example, production activity compared to public relations. Thus, the more active the pace and pattern of a manager’s work, the narrower the appropriate span of control.
f) Non-supervisory activities: If a manager spends more time on non-supervisory activities like long-range planning and outside assignments, he tends to have less time to supervise the subordinates. This obviously limits the span.
g) Similarity of activities supervised: If the nature of activities performed by the subordinates is routine, the superior can manage many subordinates.  On the other hand, if unique and non-routine problems are more frequent, the span is limited.
h) Complexity of work: Simple job assignments are usually easier to supervise than complex ones.  The problems that arise are generally less demanding and take less of the superior’s time.  Thus, less supervision will be necessary, contributing for a wider span.
i) Availability of sophisticated facilities: Availability of more advanced and sophisticated facilities like high speed telecommunication devices, modern office equipment, etc., will help the manager in managing a relatively wider span.
j) Location: If subordinates are physically dispersed, a manager will need to spend more time in travelling and communicating. The span of control in such a case will be narrow. 
All in all, despite the desirability of flat structures, the span of management may be limited by certain factors.  As an enterprise grows, the increase in organization levels cannot be completely avoided. What is required is a precise balancing of all the factors in a given situation.  Widening spans and reducing levels may be the answer in some cases, while the opposite may be true in others.
DEPARTMENTATION
Departmentation is the process of dividing the organization’s overall task into manageable submits.  The subunits are often referred to as departments, divisions, or sections.  By whatever name the units are called, the process of creation of such sub-units to facilitate the performance of activities is known as departmentation.

Means of Departmentation 
Departmentation results from the division of work and the desire to obtain organisation units of manageable size and to utilise managerial ability. An organisation structure and design are shaped significantly by the departmentation followed. The chief means of departmentation are by; function, product, territory, customer, process, task force, and matrix. An organiser is free to use any means of departmentation in constructing an organisation structure. In fact, in any given structure several means are typically used. 
Functional Departmentation
Functional departmentation is the process of creating organizational units on the basis of the firm’s major activities. It involves grouping employees according to the broad tasks they perform.  Normally separate departments are created for all the key activities of the business.  For example, in a manufacturing company, the activities essential to the existence of the company relate to production, marketing human resources and finance.

If the organization is large, or in other words, as the organization grows, major departments can be subdivided. These sub divisions or departments are called derivative departments. The essential idea is to take advantage of specialization. A typical functional organization with major departments and derivative departments is shown in figure.
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In all these cases, under functional departmentation, major or primary
departments are created along the key functional areas of the respective
business.
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Figure 9.5: FUNCTIONAL DEPARTMENTATION

The following are the advantage and disadvantages of functional





Advantages of Functional Departmentation

The following are the advantage of functional departmentation.

a) It is the most logical and simple form of departmentation;
b) It makes efficient use of specialized resources and skills;
c) It makes supervision easier, since each manager has to be an expert in only his or her functional area of operation; and
d) It fosters development of expertise in specialized areas.

Disadvantages:
a) Functional departmentation is often found to be inadequate to meet the growing needs of the business, particularly as the organization expands or diversifies its activities;

b) Further, decision-making becomes slow as the functional managers have to get the approval of the headquarters;

c) It is also difficult to determine accountability in a functional structure. If a product fails, the question as to who is responsible cannot be easily answered; and

d) Functional managers tend to develop narrow perspective and loose sight of the bigger picture.  Members of each department feel isolated from those in other departments.  For example, manufacturing department may be obsessed with cost reduction and meeting the delivery dates neglecting the quality control. As a result, marketing department may be flooded with complaints.
Product Departmentation

Under product departmentation, a single manager, often referred to as the product manager, is delegated authority over all activities required to produce and market that product.  The focus in the product departmentation, therefore, shifts on to the product and all the activities related to the production and marketing of the product.

Advantages 

a) Product departmentation places emphasis on the basic products, the success of which is critical to the survival of the organization;

b) Since all revenues and costs are assigned to a particular product, cost centres can be established.  High profit areas can be encouraged and low/unprofitable product lines can be dropped.  

c) Proper coordination of all functional areas can be achieved as all the functional managers work as a team under close supervision  of the product manager.  

d) Enables quick-response to changes in environment as compared to functionally organized firm;

e) Provide managers a training ground in general management which is useful in overcoming narrow functional perspective; and

f) Expansion and diversification of business is made easy by creating new departments for the new products that are added to the existing business.

Disadvantages:
a) Requires adequate availability of persons with general management abilities as more and more departments are created for the various products;

b) The product departments may try to become too autonomous thereby making top management control difficult; and

c) It is also common to find product departments engaged in the duplication of efforts.  Since each product unit has its own functional departments.  
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Departmentation by Customer

This organisational form is used when great emphasis is placed on effectively serving different customer types. For instance, full-time day students and part-time night students of graduate business programs in universities usually are different in demographic profile and personal needs. Wholesale and retail publics are very different in many industries, as are government and private sector customers. For instance, banks may be departmentalised according to the markets illustrated below.
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	Advantages

· Encourages concentration on customer needs
· Gives customers feeling that they have an understanding supplier (Banker)

· Develops expertness in customer area
	Disadvantages 
· May be difficult to coordinate operations between competing customer demands 

· Requires managers and staff expert in customers' problems 

· Customer groups may not always be clearly defined (for example, large corporate firms vs. other corporate businesses)


Departmentation by Process

This means is logical when the machinery or equipment used requires special skill for operating, or is of a large capacity, which eliminates organisational dividing, or have technical facilities which strongly suggest a concentrated location. It is most commonly found in production and frequently at operative levels.
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	Advantages

· Achieves economic advantage 
· Uses specialized technology 
· Utilizes special skills
· Simplifies training
	Disadvantages

· Coordination of departments is difficult
· Responsibility for profit is at the to
·  Is unsuitable for developing general managers


Departmentation by Task Force
This arrangement involves assigning a team or task force to a definite project or block of work, which extends from the beginning to the completion of a wanted and definite type and quantity of work. A task force is usually relatively small, perhaps not over a dozen members. It exists for the life of the project, and is then disbanded. It has a leader, is self-contained, and includes all the necessary knowledge and skill for performing the work.
Matrix Departmentation 
Matrix departmentation attempts to combine functional and task force (project) departmentation designs to improve the synchronisation of multiple components for a single activity, to improve economics of scale, and to better serve the customer and company. Supervision is dual, encompassing technical and administrative managers, and incorporates several reporting systems and interweaves communication lines for transmitting decisions.
Matrix departmentation may slow down decision-making and thus all managers must understand the rules of the game. Usually this necessitates an educational effort so that none feel that their decision-making is threatened, and non-management members learn how to function with two managers. 
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Davis and Lawrence point out nine problems that can affect a matrix organization and these include: 
a) Tendencies towards anarchy: Dual and multiple reporting can create "a formless state of confusion where people do not recognise a boss to whom they feel responsible." 
b) Power struggles: A matrix organisation encourages jockeying for power and upward mobility because an individual's career path can appear "fuzzy".
c) Severe grouping: Matrix behaviour is often confused with group decision-making, which often wastes time and hampers managers from being quick and decisive.

d) Collapse during economic crunch: Often when business declines for any number of internal or external reasons, the matrix form becomes the scapegoat for poor management and is discarded, even after tremendous investment in its creation.
e) Excessive overhead: In initial phases a matrix organisation has high overhead costs. It appears that costs will double because of double management and a dual chain of command. In the long run; however, extra costs should disappear and be offset by productivity gains.
f) Sinking to lower levels: A matrix organisation has difficulty existing at higher levels of a corporation and has a corresponding tendency to sink to group and division levels, where it thrives and flourishes.

g) Uncontrolled layering: "Matrices which lie within matrices result frequently from the dynamics of power rather than from the logic of design."

h) Navel gazing: Matrix managers can succumb to an excessive internal preoccupation with the interdependence of people and tasks and decisions, and lose touch with the external marketplace. 
i) Decision strangulation: A matrix can create too much democracy and foster an environment of too little action via endless delays for debate.

	Advantages

· Is oriented toward end results

· Professional identification is  maintained

· Pinpoints product-profit responsibility
	Disadvantages

· Conflict in organization authority exists

·  Possibility of disunity of command exists

· Requires manager effective in human relations


Despite the drawbacks, matrix structure is preferred by many organizations because of the overriding advantages.  In addition to construction and engineering, consumer goods, banking, insurance and computer companies are now using it.  Variations of matrix are also used by hospitals and other professional organizations.

Departmentation by Territory

This method is followed where nearness to local conditions appears to offer advantages, such as low cost of operation and opportunities to capitalise on attractive local conditions as they arise. Territorial departmentation is especially popular for sales where division appears feasible according to some geographic market segregation. It also provides a good arrangement for training and developing, because the executive can demonstrate his/her ability in a certain territory and thus merit promotion to a more important area. 

Illustrations 
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	Advantages

· Is logical reflection of functions

· Maintains power and prestige of major functions

· Follows principle of occupational specialization

· Simplifies training

· Furnishes means of tight control at to
	Disadvantages 

· The emphasis of overall company objectives

· Overspecializes and narrows viewpoints of key personnel

· Reduces coordination between functions

· Responsibility for profits is at the top only

· Slow adaptation to changes in environment 

· Limits development of general managers


Revision Questions
1. “Organization chart provides a broad picture of positions of authority and their relationships in the organization structure”. Examine this statement.

2. What do you understand by levels in the organization? Examine the implications of too few and too many levels.

3. What do you mean by span of control?  Examine the traditional as well as modern view points on the span of control.

4. What are the basic characteristics of functional departmentation? Analyze its merits and demerits.

5. Suggest a method of departmentation for a large multi-product organization with a huge market spread over the whole country. Explain the reasons for your suggestions.
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