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The need for organisation and its types

Two or more people 
working together in a 

structured way
Duties and

responsibilities being 
asigned to each

individual

Organisations use 
systems (e.g. swiping  

in when entering office) 
and procedures (e.g.  

cash handling rules) to 
regulate staff behaviour

All organisations 
pursue certain goals, 
these are considered 
to be over and above 
indivdual aspirations

Organisations are social arrangements for the controlled 
performance of collective goals
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Different structural types

Structure refers to the way jobs are grouped into different departments and are allocated 
responsibility and authority.

Type Rationale

Entrepreneurial Typical in small, owner-managed companies. Allows for fast decision-making and 
high degree of control, however may restrict growth and success depends on 
manager’s capabilities.

Functional Departments are based on common specialisation. Best suited to companies 
operating in a stable environment, dealing with few products, this structure often 
suffers from conflict between departments and slow decision-making.

Divisional Functions are grouped in accordance with product lines or divisions. Gives more 
responsibility to general managers, allows senior staff to become more strategic, but 
functions are duplicated and divisions may lose sight of organisation-wide goals.

Geographical Activities are grouped according to location. This gives a high degree of flexibility 
necessary to adjust for local customs, but may lead to sub-optimisation.

Matrix A combination of functional and divisional structure which allows for better 
coordination of activities and more focus on operations. Can lead to dual reporting 
and excessive pressure on staff.

Definition 
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Scalar chain – number of management levels
Span of control – number of subordinates 
under one manager’s control

Span of control depends on:
• managers capabilities (physical & mental 

limitations)
• nature of managers workload
• nature of work undertaken (how routine it is)
• geographical dispersion of subordinates
• level of cohesiveness within the team.

All structures could be divided into two 
groups
• By composition (in relation to its size)

 –  Tall with many levels of hierarchy 
& narrow span of control (e.g. 
functional, divisional, geographic)  

 –  Flat with few levels of hierarchy 
& wide span of control (e.g 
entrepreneurial, matrix).

• By level of decision-making:
 –  Centralised – decisions are made by 

senior management (e.g.functional, 
entrepreneurial).

 –  Decentralised – decision-making is 
delegated to lower levels (e.g.matrix, 
geographical).

Offshoring
This refers to the process of outsourcing 
or relocating some of an organisation’s 
functions from one country to another, 
usually in an effort to reduce costs.

Shared services approach
This involves centralising an internal 
function that is currently used throughout 
the organisation (i.e. centralisation of the 
IT department) and then running it like a 
separate business within the organisation. 
This often means that the rest of the 
organisation will be charged for use of this 
function.

Definition 
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Planning levels – The Anthony Triangle

 Strategic

Board Level
Planning 
Activities

Tactical Middle level Control

Operational Junior 
mgt

Activities

• long term
• looks at the whole  organisation 
• defines resource requirements 

• medium term
• looks at the department / divisional 

level 
• specifies how to use resources 

• short term
• very detailed 
• concerned day-to-day running of 

the company
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The roles of main organisational functions and co-ordinating 
mechanisms between them

Departments and their roles

R&D –

developing 
& 

improving 
products

Purchasing 
– acquiring 

input 
materials, 

negotiating 
trading terms 
(e.g. quantity 
quality, price)

Production 
– 

converting 
supplies 

into finished 
goods, 
adding 

value in the 
process

Marketing 
– product 
design, 
pricing, 

distribution, 
promotion 

(4Ps of 
marketing 

mix)

Services – 
customer 
services, 

dealing with 
complaints 

and 
enquiries

Admin 
– back-
office, 

supporting 
functions

Finance – 
financial 

reporting, 
treasury, 

management 
accounting

HR-   
dealing 

with 
staff 

issues

Coordination through:
• Standardised: Work processes (aiming for single best practice), Output (developing product/service   
 specifications), Skills and knowledge (staff training)
• Direct supervision (managerial oversight)
• Mutual adjustment (via communication)
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Organisational culture

• A set of norms of 
behaviour

• Formal rules 
(e.g. employment 
contract terms) 

• Informal rules 
(e.g. tea breaks)

Symbols and symbolic 
actions
• Rituals (e.g. 

celebrations)
• Logos 
• Slogans 
• Badges

A set of shared values/dominant beliefs
• Underlying attitudes (e.g. to work, customers, 

mistakes)
• Beliefs (e.g. importance of people as individuals)

Organisational
Culture
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