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5.0 OBJECTIVES

After reading thisUnit, you will be ableto:

definean organisation,
know the different organisational structures,

® & 0

understand how organisational-structures are designed, and

know about organisational culture.

51 INTRODUCTION

Unit-3 (Block-1) dealt with the different forms of ownership. Every business form has an
organisation to carry out its activities. All managerial functionsare performed in a set-up
made available by the organisational structure. In this Unit an attempt has been made to
familiarise you with different types o organisational structures, their characteristics and
culture. However, organising as a management process has been dealt with separately in
Unit-7. Whether you intend to be a Manager, owner manager, or an employee, an
understandingabout organisationsand organisationstructures isdways useful for atourism
professional. Thisalso hel psin dealing with organisations.

52 ORGANISATION

Today you come across avariety o organisationswith different organisational structures.
You may ask why an organisatior is needed? Well, whenever the pursuit of an objective
requires the realisation of a task thai calls for the combined efforts of two or more
individuals,an or ganisationisformes. Herce, organisationis asocial unit formedto carry
out aspecific purpose. It can bea club, a school, a corporation, a businessunit etc.

Organisationshaveexisted in someform or the other sincetheadvent o humandevel opment.
However, for Management purposesit isonly for about a century that attempts have been
madeto study and understand organssations. Y ou must remember that organi sationsemerge
and exist in the society. Hence, changesia the society affect them and they also affect the
society. It isvital to have an understanding about organisations also, because organisational
behaviour and human behaviour o the people working in an organisationare inter-rel ated.
L et us examinesome viewpoints about organisations .
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521 Classical View

During the late 18th century there developed certain concepts about bureaucracy,
administrativetheory and scientific management. These conceptscameto be known asthe
classical theorieswhich described an organisationas"thestructur e of relationships, power,
obj ectives,roles,activities,communicationsand other factor sthat exist when per sonswork
together".

1) Bureaucracy: Thefeaturesd bureaucracy included:

o Rulesand Regulations- Theseareformallyfixed and specify the officia dutiesin
agiven structure. The positiond authorityis formaly distributedin order to give
commandsfor discharging duties. Within theframework d rules, the behaviour is
subjected to controls.

e Hierarchy - A common feature among al bureaucracies, hierarchy is established
by delegating power and authority. This starts from the top and goes down the
ladder accordingtolaid down procedures.

e Recruitment - Qualifications are prescribed for recruitment. Trainingis a mode
for importing skillsand job security isensuredin conformity with rules. Theduties,
responsibilitiesand reporting relationshipsare structured in acommand hierar-

chy.

There are also opportunitiesfor speciaisation and acertain amount o stability is provided
through a bureaucrati corganisational structure.

There are certain drawbacksa soin a bureaucraticstructure::

e Rulesand regulationsare rigid. Thisinflexibility deters the pace of change or reacting
to crigssituations.

e Functions are directed in a mechanica way with no scope for human relations or
emotions.

e Inordinateddaysoccur in decision making and implementationbecause o hierarchical
functioningand rigid procedures.

2) AdminigrativeTheory: Some d the salient features of thistheory include

Division of work - to attain higher productivity,

Authority - to give orders and responsibility to achieve organisational objectives,
Unity of command - to reduce confusion and conflicts,

Subordination d individua intereststo common interests,

Fair salary structurewith rewardsfor good performance,

Respect for and obedienceto organisational goalsand procedures.

3) Scientific Management : Whereasthe earlier two classical theoriesfocussed on macro
structural aspects, the Scientific Management theory emphasised upon the micro
aspects. Fredrick Winston Taylor described four principlesd ScientificManagement :

1) Develop a science for each element o a man's work which replaces the old
rule-of-thumb method.

2) Scientificaly select and then train, teach and develop aworkman.

3) Management should cooperate with workers.

4) Equal divisond work and responsibility amongst the management and workers.

5.2.2 Neo-Classical View

The prepoundersd the Neo-classicd approach tried toimprove upon theclassica viewpoint
by bringingin the human element. Thisprovided athrust towardspar ticipativemanagement
and democratisation of organisational power structures. It stood for more liberty for
employees, a bigger rolein decision making and opennessin communi cationwith managers



and among themselves. | n fact this view point agreed for meeting the human requirements
and rai sing sati sfaction among the members of an organisation, ratherthan being suspicious
or doubting their capabilities. The aim herewasto relax rigidity.

523 SystemsView
Under this viewpoint, an organisation isviewed as a system consistingdf five parts:

e inputs
process
output
feedback, and
environment

The systems approach emphasises upon the inter-dependence of every segment of the
organisation which through interaction form a unitary whole.

With new technol ogi calinnovati onsand moremanagerial experiences, new perspectiveskeep
emergingfor abetter understandingof organisations. Y ou should remember that the process
d understanding organisations and choosing the organisational structure is an ongoing
process.

53 ORGANISATIONAL STRUCTURE

AsaManager, youwork in an organisation and as an entrepreneur or an own-manager you
create an organisation for achieving your business goals. But this organisation must have a
structure because:

e relationships have to be established among the various components or departments of
the organisation,

work has to be divided among the different members or departments of an organisation,
authority, responsibility, powers, duties, functions etc. have to be clearly spelt out,

the activities have to be coordinated effectively, and

the actionsof the members haveto be monitored or controlled.

However, all these are directed towards achievingthe stated goalsof an organisation. By an
Organisation Structure, we mean a process through which the organisational tasks are
divided, organised and coordinated. Organisation Structure playsavita rolein thedecision
making process.

53.1 Organisational Chart

An organisation has different hierarchical levelswith different functions alongwith separate
units or departments. To demonstrate all these and to depict the formal structure of the
organisation at any given time, an organisational chart is made. It laso shows the span of
control. However, asthe organisation growsand changestake place, theorganisational chart
also changes accordingly. But it does not contain informal relationshipsand linkageswithin
an organisation.

Organisation Chart of a Travel Agency

Managing Director

l Lk 1 '
1
M anager RManagris Nehwkating AdMianegetion
Tours Reservations "~ Marketing Administration
| i
Asst. Managers AssL Managers
Tours Reservations
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Organisational Theory 53.2 Formal and Informal Structures

Organisational structuresarebased on:

specialisation,
standardization i.e. laid down policiesand procedures,

formalization i.e. the extent to which policiesand proceduresare written down, and
centralizationi.e. the authority of decisionmaking.

I n the tourismindustry, we find numeroussmall organisationsaswel asbig organisations. In
small organisationsthe functionsand responsibilities can be and are dealt with informaly.
But asthe organisationexpands, functionsand responsibilitieshave to be allocated formaly.
Hence, aformal organisationisaresult o deliberateand plannedeffort withexplicit decision

making. However, informal relationshipscontinuein aformal organisationalso amongst its
members.
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)  Whyisit necessary to understand organisations?

.................................................
.................................................

................................................

2)  Discussthe classica approachto organisations. .

-------------------------------------------------
..................................................
.................................................
-------------------------------------------------
.................................................

.................................................

3)  What doyou understand by Organisation Structure ?

..................................................
.................................................
.................................................
..................................................
..................................................

T T T T T T T T T T S S R T T T T S T T S R S TR S



54 COMPONENTSOF ORGANISATION STRUCTURE

Organisation structureiscreated to facilitatethe coordinationd activitiesand to control or
monitor the actions o organisational members.  Structure, itself, is made up of three
components:

Combined, these three components make up an organisation structure for organising the.

Thefirgt hasto do with the degreeto which activitieswithin the organization are broken
up or differentiated. It iscalled complexity.

Second, is the degree to which rules and procedures are utilized. This component is
referred to asformalization.

The third component of structure is centralization which considers where
decision-makingauthority lies.

activities.

1) Complexity has threeformsdf differentiation namely horizontal; vertical and spatial.

2)

k)]

a) Horizontal Differentiation: ' ot

This considersthe degreeof separationbetween units. Thelarger the number o

different occupationswithin an organisationthat require specialized knowledge
and skills, the more horizontally complex that organization is Thisis because
diverse orientations make it more difficult for organizational membersto com-
municate and more difficult for the management to coordinatetheir activities.

b) Vertical Differentiation:

Thisrefersto thedepth of theorganizational hierarchy. The more levelsthat exist
between top management and the operatives, the more complex the organization
is. Thisisbecausewhen thereisagreater potentia for communicationdistortion,
it ismoredifficult to coordinatethe decisions of manageria personnel. It isalso
harder for top management to oversee closdly the actions of operativeswhere
thereare morevertical levels.

Cc) Spatial Differentiation:

It encompasses the degree to which the location of an organization's physic.
facilitiesand personmel are geographically dispersed. Asspatia differentiation
increases so does complexity, because communication, coordinationand control
become more difficult. Coordinating Sheraton’s hundreds of hotels, located
aroundtheworldisafar more complex undertakingthan-coordinating thedozen
New Y ork City hotel sthat make up the Helmsley Chain.

Formalization

Thisterm refersto the degreet owhich jobs within the organi zation are standardi zed. If
ajob ishighly formalized, the job incumbent has a minimum amount of discretion over
what istobedone, whenit istobedone and how heor sheshould doit. In other words,
thereislessemphasisonthe decisionsto be taken on routineworks. There areexplicit
job descriptions,lots of organizational rules and clearly defined procedures covering
work processesin organisationswhere thereishi gh formalization.

On the other hand, where formalization is low, job behaviour is relatively non
programmed and employees have a great deal o freedom to exercisediscretioninthe
work i.e. they haveto exerciseoptionstakealot of decisionsin theu routinework. Since
anindividud's discretion on thejobisinversely related to the amount of behaviour that
is programmed by the organisation, the greater the standardization, the less input the
employee hasinto how hisor her work isto bedone. Standardization not only eliminates
the possibility of employeesengagingin alternative behaviours, but it even removesthe
need for employeesto consider aternatives.

Centralization:

In mogt o the Indian organisations, top managersmake dl the decisions. Lower-level
managersmerdly carry out top management's directives. At theother extreme,thereare

X
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also afew organisationswhere decision makingis pushed down to those managers who
are closest to the action. The former case is called centralization and the later is
decentralization.

Theterm centralization refersto the degree to which decision makingisconcentrated at
asingle point in the organisation. The concept includes only formal authority, that is,
therightsinherent in on€'s position. Typicaly,it issaid that if top management makes
the organisation’s key decisionswith little or noinput from lower-leve personnel, then
theorganisation iscentralized. In contrast,the morelower-level personnel provideinput
or are actualy given the discretion to make decisions, the more decentralizedis the
organisation.

In adecentralized organisation:

e action can betaken more quickly to solve problems,

e more peopleprovideinput into decisions,and *  employeesarelesslikely tofeel
alienated from thosewho makethe decisionsthat effect their workinglives.

But again you cannot simply rule out the possibility of confusionand differenced opinions
if you involvetoo many peoplein decisionmaking. Therefore, the best aternative would be
toselect ahybridkind o situationwhere not only top managersbut the key people or afew
representativesfromthelower leve areallowedto participatein the decision making process.
Thereisagrowingtrend d thesekind o organisationsthroughout and the results shown by
these organisations are very encouraging.

55 CLASSFICATIONOF ORGANIZATIONSTRUCTURES

The conceptslike complexity, formalization and centralization may often seem abstract to
thetypical reader or theaverageemployee in an organisation. A simpleclassificationscheme
that can help to describe the organisation and on which most of the organizationa designs
are based, isthe classification into:

M echanisticStructureand
Organic Structure

An organisation'soverall structuregeneraly falsinto one of thesetwo signs.

The MechanisticStructureischaracterised by :

high complexity (especialy agreat deal o horizontal differentiation),
high formalization,

limited information network (mostly downward communication), and
little participationby low-level membersin the decision making process.

On the other hand, at the other extremeisthe Organic Structure:

It islow in complexity and formalization,

it possesses a comprehensive information network (utilizing lateral and upward
communication aswdl as downward), and

it involveshigh parti cipationin decision making.

Mechanisticstructuresarerigid, relyingon authority and awel defined hierarchy tofacilitate
coordination.Theorganicstructure, on theother hand, isflexibleand adaptive. Coordination
isachievedthrough constant communicationand adjustment. There isa proper feedback d

results and people strivejointly for comprisingthe organisational goal.

Further, in the context o thetourismindustry, webriefly discussfour typesdf organisational
structures:

D
2)

Product/service based structures
Spatial based structures



3
4)

Conglomerate structures
Matrix structures

1) Product/service based structures

In thiscategory comes an organisation which offersavariety of productsor servicesand
buildsa structure whereeach serviceor product isadivisiondf itsown. In other words,
the activitiesare structured accordiig to their servicesor products. For example an

organisation in the hospitality industry may have one division of hotels another of

restaurantsand another o airline catering. Each of these divisionsresemblesa separate

business, focusesitsown operationsand is responsiblefor itsown costsand profitability.

Yet, each division is not a separate enterprise in the true sense because the ultimate

authority and control rests withthe central authority.

Organisation
M anagement
Hotels L - Restaurants Airline Catering
! =,
Three - Five Chinese Muglai
Star | Star
2) Spatial based gtructures
In the tourism industry some organisations go for division of their activitiesby structuring

them on geographical lines, i.e. through a network of regional offices. The services are
divisionalised accordiigtocustomersor on aregiona basis.

3

4)

Conglomerate structures

Some organisations grow through acquiring other businesses. In such conglomerate
structures, thebusiness or companies acquired aremaintained assubsidiaries. However,
the autonomy of the subsidiary is determined by deciding on the nature of control,
authority and line of communication between the subsidiary and the parent company.

Matrix structures

In mathematics, matrix means an array of vertical columns and horizontal rows. In a
matrix organisation structure, the employeeswork under a dual authority. One line of
command isfunctional or divisiona whilethe second depicts a project based approach
in aspecialised area. Thismeans that a personisaccountabletotwo heads at onetime.
Oneistheusual head under whomthe personworksand theother,the head of theproject
which may befor alimited duration. Often, the matrix structure isknown asa multiple
command system asit isa cetiibination o product and functional'cfganisation. .

[ Top Management }
T :

Product Product Pr oduct ) Product
A B L, C D
. Fidamce | 0 0 0 0
Production 0 0 0 0

Marketing _' ’ _ ' - .
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Besides these, there are d 0 organisations which have a structure based on functionslike
marketing, finance, productionetc. Hereall personsperforming similar functionsare placed
under onefunctional head.

It mugt be noted herethat thereis no onestructure that is perfect for any organisation. The
efficacy o any structure adopted is proved through an evaluation of the course of its
operations. However, an appropriatestructurecould be onethat :

e enablesoperational efficiency for achieving organisational goals, and
e providessuch astructurewhereindividua jobscan be adjusted at ease.

Thereare certainfactorsto be kept in mind whilechoosingastructure. Theseinclude:

1)  Sizedf theorganisation

2) Objectivesdf theorganisation

3 Themarket and environment

4)  Range, natureand scope of business
5  Technology to be adopted, etc.

Certain other aspectslikedesigning o jobsand spansadf control within an organisation have
been dealtwithin Unit 7.

56 ORGANISATIONAL CULTURE

Very often you must have heard these words that the cultureof so and so organisation is
very good; theclimatein that organisationisnot good or from theemployee's point of view,
so and so organisation is bad or good. In fact each organisation has its own set of
characteristicsand among these some are common with other organisations. According to
Stephen P Robbins : "Organisational cultureisardatively uniform per ception held of the
organisation, it has common characterigtics, it is descriptive, it can distinguish one
organisation from another and it integratesindividual, group and organisation sysem
variables."

Very often, organisational cultureisalso described asorgani sational climate. Renato Tagiuri
described organisational climate as : "a réatively enduring quality of the internal
environment that is experienced by the members, influences their behaviour, and can be
described in termsof values of a particular set of characteristicsaf the organisation.”

Infact, just asindividuals haveapersonality sodoesan organisation. Inany culture, there axe
do's and don'ts and asmilar situationexistsin an organisation. The organisationa culture
affects and influences the attitude of employees towards colleagues, supervisors,
subordinates, clientsaswdl as competitors.

Let usexaminesomedimensions and determinantsof organisational culture.
1) DIMENSONS
Some dimensionsdf organisationa culture are asfollows:

e Autonomy: Itisclosdy related tothefreedomin exercisingresponsibility. It isthedegree
towhichemployessaregivenlibertyfor decisionmaking, managingthemsavesor dealing
with subordinatesetc.

e Rewards : Where, how and to which degree, an organisation rewardsindividuasfor .
hardwork or achievementsor not, isanother dimensiond organisational culture.

e Conflict : How much conflict or inter-personal differencesexist within an organisation
isanother dimension.

® Risk taking : Risk taking dimension of an organisation’s cultureisindicated by the
freedom given to an individud for trying out new ideas without fear of ridicule or
punishment.

® Congenial atmosphere: Thisrefersto the support and incentivegiven to an individua
member by other organisational members.



These dimensionsmay or may not depict the climate or culture of an organisationin totality
but they do provideindicatorsfor perceivingthe organisational culture.

Among the determinantsof organisational culture, theinfluencingfactorsare:

Similarly, the organisational culture is also perceived in terms of exploitative, benevolent, .

Organisational structure,
Organisational policies,
Organisationa size,
Leadership styles,

Financial position,
Organisational behaviour, and
Managerial values

participativeor consultative. These ratingscan be done by posing certain questionslike:

What isthe decision making processand whet levelsareinvolved?

What isthelevel of confidence posed in subordinates?

How does the management respond to problemsfaced by employees?

How much career advancement opportunities are provided to the employeesetc.?
How much care does the management take, of employees interests etc.?

Managersare duty-bound to create a congenia organisational climate or cultureand in an
industry like tourism, providing quality service to the customers, is dso an important
consideration.

Check Your Progress -2
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Discussthe componentsof Organisational Structure?
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57 LETUSSUM UP

In this Unit, you have been familiarised with organisational structures aongwith their
componentsand classification. If you are an entrepreneur aspiring to establish your own
business, you should take into account the various aspects related to the setting-up o
organisations. Similarly, as managers, you must be aware o these aspects. It is equaly
important to devel op a healthy organisational culturein your organisationin order to attract
talented peopleto join your organisation and at the same time to build an image for your
organisation in the market. You must remember that organisational structures and
organisational culture are not static. They keep changing as per the requirements and
developments within an organisation. They are aso affected by both internal as wel as
external forces.

58 ANSWERSTO CHECK YOUR PROGRESS EXERCISES

Check Your Progress - 1

1 Base your answer on Sec. 5.2 dongwith your own views
2) Read Sub-sec. 5.2.1 for your answer.

3) Thishasbeendiscussedin Sec. 5.3

Check Your Progress-2

1) Baseyour answer onSec. 54.
2 Baseyour answer on Sec. 55.

3) Read Sec. 56 for your answer.
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