Principles of Management CHAPTER 3: Organizing

Organizing

)

Organizing refers to the formal grouping of people and activities to
facilitate achievement of the firm's.
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Principles of Management CHAPTER 3: Organizing

3.1 ORGANIZATION THEORY dalatal) 4 s
Organization theory is the study of structure, functioning and

performance of organizations and the behaviour of groups and individuals
within them. Organization theory is defined as a set of interrelated
constructs, definitions and propositions that present a systematic view of
behaviour of individuals, groups and subgroups interacting in some
relatively patterned sequence of activity, the interest of which is goal-
directed.
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3.1.1 APPROACHES (3l

There are two approaches to understanding organization. In the first sense,
organization is understood as a dynamic process and a managerial activity
which is necessary for bringing people together and unifying them in the
pursuit of common objectives. This may we called the process of
organizing.
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When used in the other sense, organization refers t structure of
relationships among positions and jobs through which goals are sought 'to
be attained. Some view it as a social system, and to others, an organization

is a system with and processes through which the inputs are converted into
outputs.
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3.1.2 COMMON FEATURES 48 jidia Claw
There are some common features for all organization structures.
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1. Division of labour: Organization structure comes into existence when
the total work considered necessary for the realization of common
objectives is divided into activity functions. In a business organization, the
work may be divided, say, according to function-production, marketing,
finance and personnel.
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2. Coordination: Having dividing the work, it becomes necessary to link
up or integrate the various divisions, functions or activities so that all of
them are unified in harmony.
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3. Accomplishment of goals or objectives: An organization structure has
no meaning purpose unless it is built around certain clear-cut goals or
objectives. In fact, an organic structure is built up precisely because it is
the ideal way of making a rational pursuit of objectives.
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4. Authority-responsibility structure: An organization structure consists
of various positions arranged in a hierarchy with a clear definition of the
authority and responsibility associated with each of these. An organization
cannot serve certain specific purposes or goals unless some positions are
placed above others and given authority to bind them by their decisions.
Hence, an organization structure is quite often defined as a structure of
authority-respond relationships.
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3.1.3 PROCESS OF ORGANIZING Bl dlas
The process of organizing consists of the following steps:-
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1. Determination of objectives: Organizations are built around objectives.
For example, a business firm must decide whether it will publish books,
manufacture cloth, sell machinery or run vehicles on commercial basis.
The overall enterprise objectives will depend on the immediate, the
short-term and the long-term objectives.
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2. Enumeration of activities: The first step in organizing group effort is
the division of the total job into essential activities. For example, the work
of an industrial concern may be divided into the following major
functions: (I) production, (i1) financing, (ii1) purchasing. (iv) Sales, (v)
personnel.
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3. Classification of activities: The next step will be to classify
activities according to similarities, and common purposes and functions
and considering the human and material recourses. For each class of
activity, there may be a department and for each sub-class, a section of the
department, and so on. The various activities connected with production.
For example, may be grouped and classified as production department
activities.

ol 2N cclglinll Lada ada i) Cayioai 4000 3 g dadll o oSie sl ) Cayioas Y
O Ciua JSI El 4 i) g dalall o) sall liie Y1 8 3V 5 dailil) il gl
o Ao UYL Ao yall dabia) AWl 138 5 cand dpad (S and Sl ()5S Jaall

www.rsscrs.info 40 Prepared by Mr.Amin Hady



Principles of Management CHAPTER 3: Organizing

4. Fitting individuals to functions: Having determined the various
activities of the job to be done, the next step will be to fix suitable and
well-qualified persons into these activities. Each person in the group will
be given a specific part of the job to do and will be made responsible for it.
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5. Assignment of authority for action: Each member of the group
available for a particular part of the job, having been given the
responsibility for its completion, will be able to proceed only when he has
the authority to proceed with it Hence, delegation of authority to HELP
complete the assigned part of the job is the next step in organizing.
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Principles of Management CHAPTER 3: Organizing

ACTIVITY ANALYSIS L) Olas

The purpose of activity analysis, recommended by Peter Drucker, is to
discover the primary activity of the proposed organization, for it is around
this only that other activities will built. In making this type of analysis, the
manager responsible for organization building and development will also
determine what activities can be grouped together and how each activity
needs to be emphasized in the organization structure.
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3.1.4 DECISION ANALYSIS I8N Jala

At this stage, the manager finds out what kinds of decisions will need to be
made to earn the work of the organization. What is even more important, he
has to see where or at what level these decisions will have to be made and
how each manager should be involved in them. This type of analysis, again
recommended by Peter Drucker, is particularly important for deciding upon
the number of levels or layers in the organization structure.
Lo s dahidl Jue o Jadd Y Zliais 0 @l )il o) 6l L paall Cadi€) dls yall o280 A
IS 058 O ey S gl ) Al oha M (g s (51 (A o 0l o o aay Al Y
e 585 6 0S5 3 i) (e Al e sall ln Qe g 55 A a6 i s
il IS 8 il g il stasall e ey 5l Lia guad

3.1.5 FORMAL AND INFORMAL ORGANIZATION By 1 5 Baw cilalila

The formal organization refers to the structure of jobs and positions with

clearly defined functions and relationship as prescribed by the top

management and bound by rules, systems

In addition, procedures.
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Informal organization refers lo the relationships between people in
an organization based not on procedures and regulations but on
personal attitudes, whims, prejudices, likes, dislikes, etc. Since, the informal
organization has its basis in the emotions and attitudes of people,
management cannot be affective and expeditious unless it recognizes and
makes use of the informal organization for realizing organizational
objectives.
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3..1.7 IMPORTANCE of organization (Aalaial)) aaiil) dieri

The i1mportance of a sound organization structure can hardly be
overemphasized. An organization is not merely a chart of a lifeless
structure. It comprises people and is the agency through which
management performs the important functions of direction, coordination
and control. In this sense, it is the foundation of management as well as its
chief tool. It facilitates administration, makes growth and diversification
possible, provides for the optimum use of technological improvements,
and stimulates creative thinking.
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3.2 TYPES OF ORGANIZATIONS clabilal) £ g
The problem in organizing is to select and combine the efforts of personnel
to produce the desired result. The following are the broad patterns of
organizing the personnel.

e Military or Line system

* Functional system

* Line and staff system

* Matrix system

* Hybrid design
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3.3.1 MILITARY OR LINE ORGANIZATION Lil) adil ol o Sue

Under this system (Figure 3.4), authority flows from the person al
the top to the lowest person vertically. In pure organization, the
activities at any one level are the same, with each person
performing the same type of work, and the divisions exist solely for
control and direction in the departmental line organization, the
general manager may be put in charge of the whole organization.
The business unit may be divided into departments headed by
departmental heads. A departmental head may receive orders from
the general manager and pass them on to his immediate
subordinates. The subordinates may similarly communicate the
order to the workers.
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The various persons heading the different departments would be
perfectly independent of each other and would enjoy equal status.
In an industrial concern, for instance, a supervisor neither receives
any instructions from, nor issues commands to, another supervisor.
He has to perform all the functions connected with production,
including planning of work, ensuring proper condition of the
equipments, training of workers and instructing them in their work.
Further promotion of the workers would depend upon the reporis
made about them by the supervisor concerned.
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The workers do not have the authority to approach higher officers
except through their immediate boss. In case, the manager of one
department wishes to issue guidance or directions to a subordinate
in another department, lie will go. Up the line and convey the
message to the top manager, who will then pass it clown the line in
the other department.
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3.3.1.1  Merits <) jaal)

1. Simplicity: It is the easiest to establish and simplest to explain to
the employees.
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2. Unified control: It makes for unity of control thus conforming to
the scalar principle of organization.
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3. Strong discipline: It ensures excellent discipline. This is
because of unified control. The subordinates have no doubt
regarding the person from whom they receive instruction. They are
also aware of the necessity of satisfying the superior in their own
interests.
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4. Fixed responsibility: Everybody in this type of organization knows to
whom he is responsible, and who are responsible to him.
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S. Prompt decision: The unification of authority and responsibility
ensures quick and prompt decisions.
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6. Flexibility: Since each executive has sole responsibility of his position
and sphere of work, he can easily adjust the organization to changes in the
business situation.
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3.3.1.2 Demerits i gad)

1. Overloading: The chief disadvantage of the system is that too much is
expected of the person in authority. Since all work is done according to the
wishes of one person alone, the efficiency of the whole department will
come to depend upon the qualities of management displayed by the head
of that department.
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2. Lack of specialization: It suffers from lack of specialized skill of
experts. For example, it is not possible for a supervisor alone to give full
guidance on all matters relating lo use of materials, use of machines,
methods, personnel practice etc.
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3. Inadequacy of communication: There is usually no communication
from the lower ranks. Moreover, their suggestions cannot be utilized
because generally the higher officers look down upon the views of their
subordinates.
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4. Scope for favouritism: If an officer is partial he may judge people
according to his own notions, and therefore, it is possible that efficient
people may be left behind and inefficient people may get higher and better
posts.
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5. Suitability: The system can be followed successfully only: (1) in small
businesses with a small number of subordinates, (2) in routine type of
concerns, (3) in industries where continuous processes are followed, and
(4) in industries where automatic machinery is installed, so that the
foreman is not called upon to exercise his judgment frequently.

Q_Ad_“dén_cbaz):\é_.al\duc“i\&(\);Mcg@gﬁoime\_&m Al -0

Gldee é@u_\;:'w Sleliial \@(V)fujb.qj\wﬁj‘)]\&)ﬂ\@(\')cug,ujc«ﬂ\

ch\éyc;\;qu}SJY\@yy‘Q_I_\S‘)Jék_tﬁl;k_ﬂ.cu\gﬁ(i))‘SM
e JS 430 ) apaill Jleadl €

3.3.2 FUNCTIONAL ORGANIZATION g )y cailda gl

Most of the business houses have separate departments to look after
production, sales and the general office. Each one of these departments
(Figure 3.5) would serve the rest of the organization. However, vigil
should be exercised to see: (1) that the entire work has been divided into
various departments, (2) there is no duplication, and (3) the work allotted
to one department consists of interrelated jobs.
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All related and similar work is placed in one department or division under
one executive. Thus, the marketing manager will be responsible for all
marketing work of the company, of all the plants and for all product lines.
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3.3.2.1 Merits <) Jaaal)

1. It ensures a greater division of labour and enables the concern to take
advantage specialization of functions.
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2. It makes for a higher degree of efficiency as the workers and others in
the organization have to perform a limited number of operations.
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3. It ensures the separation of mental and manual functions.
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4. It facilitates mass production through specialization and standardization.
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3.3.2.2 Demerits < gandl

1. It 1s unstable because it weakens the disciplinary controls, by making

the workers work under several different bosses.
Adliag elug ) sae Cnd ) glaay Jlaall Jaan g cdonalil) 3 jlasid) Camcay 43y jiiaa jee )

2. It is too complicated in operation because it entails the division of

functions into a number of sub-functions. This also leads to lack of

coordination among the workers.
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3. It makes difficult for the management to fix responsibility for
unsatisfactory results.
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4. It may also lead to conflict among supervisors of equal rank.
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FIGURE 3.6 Line and Staff Type of Organization
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3.3.3 LINE AND STAFF ORGANIZATION
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Line and staff organization refers to a pattern in which staff specialists
advise line managers in performing their duties. When the work of an
executive increases, its performance requires the services of specialists.

The staff positions are of purely advisory in nature.

www.rsscrs.info

50

Prepared by Mr.Amin Hady




Principles of Management CHAPTER 3: Organizing

§ Oy i) ) Al o 5354y (5215 3 g () iy (il gl A ol S )
oty 5 5lald ¢ paall Jae 313 3o Ledind agiloal 5 elaly (naall aclia ) sl daghadll o) jaa
Adeph s L s Gualaid¥) el Calaial) cleas

They have the right to recommend, hut have no authority to enforce their
preference on other departments. In reality, it is difficult to determine
which departments are line or staff. The problem can usually be solved by
classifying activities within an organization in two ways:
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(1) That which is substantive (direct) in its contribution to the
organization's overall objectives, and

(2) That which is objective (indirect) in its contribution. The departments
performing former group of activities are in line ones, and those
performing latter group of activities are staff ones.
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3.3.3.1 Merits <) jraal)

1. Planned specialization: The line and staff structure is based upon
the principle of specialization. The line managers are responsible for
operations contributing directly to the achievement of organizational
objectives, whereas staff people arc there to provide expert advice on the
matters of their concerns.
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2. Quality decisions: The quality of decisions in line and staff structure is
high because the decisions come after careful consideration and thought.
Each expert gives his advice in the area of his specialization, which is
reflected in the decisions.
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3. Prospect for personnel growth: This system of organizing offers

sample prospect for efficient personnel to grow in the organization. It also

offers opportunity for concentrating in a particular area, thereby increasing

personnel efficiency.
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4. Training ground for personnel: It provides training ground to the
personnel in two ways. First, since everybody is expected to concentrate in
one field, one's training needs can easily be identified. Second, the staff
with expert knowledge provides opportunities to the line managers for
adopting rational multi-dimensional view towards a problem. Thus, by
observing how staff people look at solving particular problem, line
managers themselves sharpen their diagnostic and problem-solving
abilities. Thus, they easily take the wholesome of view of the
organizational functioning.
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3.3.3.2 Demerits o gl

1. Lack of well-defined authority: In practice, it is difficult to
differentiate clearly between line and staff because the authority is often
diffused. Thus, the managers may not be clear as to what is expected of
them or what is the actual area of the operation of their authority. Thus,
confusion may be created in the organization.
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2-Line and staff conflicts: Such conflicts may be because of various
reasons and sometimes the organizational conflicts may be taken as
personal conflicts resulting in interpersonal problems.
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3-Suitability: This structure can be followed in large organizations where
specialization of activities is required because it offers many opportunities
for specialization. When employed in the large organizations, its success
depends upon the degree of harmony that is maintained among various
departments and personnel, the clarity in line of authority, and
interpersonal contact of executives particularly in line and staff positions.
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In the natural course of growth, an expanding organization may adopt this
structure to enhance the efficiency. This structure, however, is not suitable
for small organizations as it is quite costly for them. Moreover, they
cannot take the full advantage of experts because of lack of adequate
activities for them.
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3.3.4 MATRIX ORGANIZATION 43 ghian claliia

The matrix design is created by superimposing a set of project structures
on top of a functional structure. Members of each project team are selected
or assigned from the functional department. The matrix design features a
multiple command structure in which an individual may have any number
of superiors, including one functional superior and one or more project
manager.
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The matrix structure has been found to be successful fewer than three
major situations. First, when there is strong environmental pressure, such
as intense competition, which calls fin stronger marketing efforts, while
the diversity of firm's products call for individualized marketing
programme. Second, when there is a need to share and integrate vast
amounts of information within the company. Third, when there are limited
resources to be shared.
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3.3.4.1 Merits <) Jaad)
I- Involves and challenges matrix team members.

2- Provides enlarged tasks for people.

3- Develops employee skills.

4- Encourages people to identify with end products.

5- Fosters flexibility throughout the organization.

6- Motivates interdisciplinary cooperation,

7- Provides for integration of organizational information.

8- Fosters the development of managerial skills.

9- Frees top management for effective planning.
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3.3.4.2 Demerits @ guad)

1. Demands high level of interpersonal skills.

2. Leaves negative impact on morale when personnel are reshuffled.

3. Fosters confusion and frustration from its multiple-command structure.
4. Leads to power struggles between functional and project managers.

5. Causes to lose sight of broader organizational goals.

6. Causes duplication of efforts by project groups.

7. Costly to implement and maintain.
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3.3.5 HYBRID ORGANIZATION Cuad cilalile

The hybrid organization utilizes both functional and division
Departmentalization, as needed by the unique characteristics of the overall
organization. Some departments are arranged along functional lines so that
those workers who perform similar tasks can be grouped together. Other
departments are subdivided and assigned to various product divisions.
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The advantage is that the whole organization enjoys the unique benefits of
both functional and divisional structures. The design also helps in proper
alignment of corporate and divisional goals. It fosters flexibility within
divisions and efficiency within functional departments. The serious
drawback is excessive duplication of activities between functions and
divisions. The design has a tendency to create conflict between
headquarter and divisional functions.
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3.5 CENTRALIZATION AND DECENTRALIZATIONA S s ¥ 94338 5

Centralization is that condition wherein much of the decision-making
authority is retains at the top of the managerial hierarchy. Decentralization,
on the other hand, is that condition wherein much of the decision-making
authority is pushed downward to the lower management levels.
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3.5.1 ADVANTAGES OF CENTRALIZATION 45 S sal) &l Jaaa

* Broad overview of business is easier to achieve.

» Strategic direction setting is easier.

e Gives absolute and clear control.

* Makes administration easier.

e Common standards can be fixed.

* Provides certain expert functions cost effectively.
* Conflicting decisions are easier to avoid.

e Economics of scale can be achieved.
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3.5.2_ADVANTAGES OF DECENTRALIZATION A 38 paM) ) Saae

e Local management can react to changing local conditions so that
business can act quickly.
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e Decision-making is quicker, clearer and based on more precise
understanding of local conditions.
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 Greater likelihood of innovation and creativity will make for a healthier
business.
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* Local responsibility and authority result in effective development of
managerial skills.
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e Higher involvement and motivation lead to greater productivity and
profitability.
Al 5 Al ) Ghas Okl sl s oldia¥) e

* Burden of administration and paper work are reduced.
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* Functional departments will be leaner and easier to control.
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3.6 AUTHORITY AND RESPONSIBILITY 4l giuual) g Asadlal)

The standard definition of authority is "legal or rightful power that gives a
right to command or to act. The process of organizing encompasses
grouping of activities for purple management and specification of
authority relationships between superiors and subordinate and horizontally
between managers. Consequently, there are authority and responsibility
relationships in all undertakings where the superior-subordinate link exists.
Responsibility may be defined as the obligation of a subordinate to whom
a duty has been assigned, to perform the duty.
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3.6.1SOURCE OF AUTHORITY dadlall jiaa

There are two theories:

(1) The formal authority theory and

(2) The acceptance theory.

The origin of authority may be traced to the elements of basic group
behaviour.
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The concept of authority as being a power, transmitted from basic social
institutions to individual managers. Has been called formal authority. The
notion that the real source of managerial authority is the subordinates'
acceptance of the power that the managers hold over them is held by the
acceptance theory.
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3.6.2 RESPONSIBILITY 4 giuall

Responsibility arises from the superior-subordinate relationship. While
authority flows from the superior to the subordinate manager, when duties
are assigned, responsibility is the obligation simultaneously exacted from
the subordinate for the accomplishment of these duties. A problem in
responsibility sometimes arises when informal leadership appears. The
informal relationship may have the effect of reducing the influence and
power of the manager.
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3.6.2 RESPONSIBILITY AND DELEGATION Jagdil) g Al gicual)

Responsibility cannot be delegated Responsibility, being an obligation to
perform, is owed to one's superior, and no subordinate can reduce his
responsibility by delegating a person the authority to perform a duty.
'Accountability’ indicates liability (or the proper discharge of duties by the
subordinate).
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The grouping of duties into subdivisions (if the enterprise involves
delegating authority, that may be specific or general, written or unwritten,
but they must be accompanied by some kind of assignment of duties.
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3.6.3PRINCIPLES OF DELEGATION Jrddl) (sala

The following principles are guides to delegation of authority:
Adalid) b oAl 30Ul d,0LE HY (saludl)

1. Principle of functional definition: This principle, though simple in
concept, 1s often difficult to apply. To define a job and delegate authority
to do it requires patience, intelligence and clarity of objectives and plans.
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2. Scalar principle: This refers to the chain of direct authority
relationships from superior to subordinate throughout the organization.
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3-Authority-level principle: The above two principles, when combined,
gives rise to the authority — level principle. Each manager at each level
should make whatever decisions he can in the light of his authority and
only those matters that keep (limit) him from deciding should be referred
to his superior.
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4. Principle of unity of command: This is useful in the clarification of
authority responsibility relationships. Each subordinate should report to
only one superior.
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5. Principle of parity: Since authority is the power to carry out
assignments and respond is the obligation to accomplish them, it logically
follows that the authority needed to do this should be commensurate to the
responsibility.
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General Questions

I- Explain the organization theory.

2- What are some of the features common to all organizations?
3- Explain the principles of organizing.

4- What do you mean by span of management?

5- Describe some of the guidelines that can be followed to make
organizations more effective.

6- Differentiate between authority and responsibility. Can one be
exercised without the other?

7- Is delegation of authority desirable? = What advantages accrue from
delegation of authority?

8- Discuss the centralization - decentralization issue with its pros and cons.
9- What are the benefits of a good organization? Give examples.
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