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Organizational Structure  and Design Definition of Organization

or·gan·i·za·tion
/(ôrɡənəˈzāSH(ə)n/

A social unit of people that is structured and 
managed to meet a need or to pursue 
collective goals. All organizations have a 
management structure that determines 
relationships between the different activities 
and the members, and subdivides and assigns 
roles, responsibilities, and authority to carry 
out different tasks. Organizations are open 
systems--they affect and are affected by their 
environment.

http://www.businessdictionary.com/definition/organization.html
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“Organizational structure is particularly 
important for decision making.”

“Organizational structure enables the 
distribution of authority.”

“Organizational structure is important for 
evaluating employee performance.”

“Organizational structure is particularly 
important in achieving goals and results.”

“Organizational structure enables 
companies to better manage change in 
the marketplace”
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Organizational Design is a process that involves decisions about the six 
key elements.
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1. Work Specialization - The degree to which tasks in the organization are

subdivided into separate jobs.

2. Departmentalization - The basis by which jobs are grouped together :- Functions, 

Products, Geography, Process, Customers.

3. Chain of Command - The unbroken line of authority that extends

from the top of the organization to the lowest echelon and clarifies who reports to whom.

4. Span of Control - The number of subordinates a manager can efficiently and effectively 

direct.

5. Division of Labour - The separation of a work process into a number of tasks, with 

each task performed by a separate person or group of persons.

6. Formalization - The degree to which jobs within the organization are standardized.
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Basic Types of Organizational Structure

1. Functional Structure
2. Divisional Structure
3. Matrix Structure
4. Line & Staff Structure
5. Project Structure
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Functional Structure

This kind of organizational structure classifies people according to the 
function they perform in the organization.
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Divisional Structure

A type of organizational configuration that groups together
those employees who are responsible for a particular product
type or market service according to work flow.
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Matrix Structure

This is a structure, which has a combination of function and product 
structures. This combines both the best of both worlds to make an 
efficient organizational structure. This organizational structure is the 
most complex organizational structure.
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Line & Staff Structure

Line and structure combines the line structure where information and 
approvals come from top to bottom, with staff departments for support
and specialization. Line and staff organizational structures are more 
centralized.
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Project Structure

The core concept of project organization is to gather a team of specialist 
to work on and complete a particular project. The activities of a project 
team are coordinated by the project manager who has the authority to 
obtain advice and assistance of experts both inside and outside the 
organization.
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Characteristics of New Nature of Organizations
New forms of organizations are geared to make organizations more 
receptive, adaptive and generative -- always focused on meeting the 
needs of stakeholders. New forms of organizations often exhibit the 
following characteristics:

1. Strong employee involvement
2. Organic in nature
3. Authority based on capability
4. Alliances
5. Teams
6. Flatter, decentralized organizations
7. Mindfulness of environments, changes, patterns and themes
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Virtual Organization

An organization
that outsources its major
business functions
– Highly centralized with
little or no
departmentalization
• Provides maximum
flexibility while
concentrating on what
the organization does
best
• Reduced control over
key parts of the
business
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Thank you


