
DegreeLive

SUBJECT: MANAGEMENT PRINCIPLES AND APPLICATION (B.COM)

Module 2: Organizing
Exhaustive Academic Edition • Calicut University Syllabus (Units 6 – 9)

6 Organizing: Concept, Steps, and Organizational Structure

The Concept of Organizing

Following the planning phase, Organizing is the execution-oriented management function that brings together

physical,  financial,  and human resources to  accomplish organizational  goals.  It  establishes the structural

framework of the enterprise, delineating the exact division of labor, assigning responsibilities, and establishing

formal  reporting  relationships  (the  chain  of  command).  In  essence,  organizing  translates  the  abstract

corporate strategy into a functioning operational machine.

The Sequential Steps in the Organizing Process

Organizing is  not  a  random allocation of  resources;  it  operates  through a  logical  sequence of  execution

phases:

1. Identification and Division of Work: The total corporate workload is identified and divided

into smaller, manageable, and highly specialized job activities. This prevents duplication of

effort and leverages the efficiencies of specialization.

2. Departmentalization (Grouping Activities): Once jobs are divided, similar or related

activities are grouped together into dedicated departments (e.g., all hiring and payroll

activities grouped into the Human Resources Department).

3. Assignment of Duties: Specific job descriptions are drafted, and roles are explicitly

assigned to individuals based on their core competencies, technical skills, and experience

alignments.

4. Establishing Reporting Relationships: Merely assigning tasks is insufficient. The final

step involves granting authority and explicitly defining who is accountable to whom, creating a

formalized, unbroken scalar chain of command.
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Organizational Structure: Formal vs. Informal

An Organizational Structure is the formal arrangement of jobs, reporting protocols, and hierarchical levels

within a firm.

Formal Organization: The deliberate, official structure created by top management to achieve corporate

goals. It is governed by strict rules, explicit authority lines (represented on an organizational chart), and

formalized communication channels.

Informal Organization: A shadow structure that arises spontaneously from the social interactions and

personal relationships among employees. It has no written rules, operates via the "grapevine"

communication network, and fulfills the psychological and social needs of the workforce.

Basic Structural Frameworks

Line Organization: The simplest and oldest structure. Authority flows in a direct, straight vertical line from

the CEO down to the lowest supervisor. Decision-making is highly centralized and rapid, but it lacks

specialized expertise.

Line and Staff Organization: Resolves the defects of the pure line structure by adding "Staff Specialists"

(e.g., Legal Advisors, IT Consultants). Staff members do not have direct command authority over line

managers; they merely advise and provide specialized intelligence.

Functional Structure: Operations are grouped purely by basic business functions (e.g., Marketing,

Production, Finance). This promotes deep technical specialization but can lead to siloed departments that

struggle to communicate.

7 Factors Affecting Organizational Design & Contemporary Designs

Key Factors Affecting Organizational Design

There  is  no  "perfect"  organizational  layout.  Management  must  design  structures  dynamically  based  on

Contingency Theory, aligning the architecture with several structural factors:

Corporate Strategy: Structure must follow strategy. If a company pursues a strategy of rapid innovation, it

requires a flexible, decentralized structure. If it pursues strict cost-leadership, a rigid, centralized functional

structure is optimal.

Organizational Size: Small startups operate efficiently with simple, flat structures. As an enterprise scales

into a multinational corporation, it demands complex departmentalization, taller hierarchies, and stricter

formalization.

Technology: Routine, mass-production assembly lines favor highly formalized, bureaucratic structures.

Conversely, complex, custom-engineering tech firms require agile, organic team structures.

Environmental Uncertainty: Firms operating in stable, predictable markets use rigid (mechanistic)

structures. Firms facing volatile, rapidly shifting macroeconomic environments must deploy adaptive

(organic) designs to survive.
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Contemporary Organizational Designs

Modern global commerce has forced enterprises to abandon rigid vertical hierarchies in favor of agile lateral

networks.

I. The Matrix Structure

The Matrix structure is a highly complex, dual-command architecture that simultaneously overlays a traditional

functional structure with a horizontal project-based structure. It permanently violates Fayol's principle of Unity

of Command, because employees must report to two bosses simultaneously: the Functional Manager (who

controls their technical discipline) and the Project Manager (who dictates project deliverables).

The Dual-Command Matrix Architecture

Production Dept. Marketing Dept. Finance Dept.

Project

Alpha

Production Specialist

(Reports to Both)

Marketing Specialist

(Reports to Both)

Financial Analyst

(Reports to Both)

Project

Beta

Production Specialist

(Reports to Both)

Marketing Specialist

(Reports to Both)

Financial Analyst

(Reports to Both)

Strategic Advantages: It allows massive global firms to shift technical specialists across multiple projects

dynamically without hiring redundant staff. It fosters intense cross-departmental collaboration.

Inherent  Disadvantages: The  two-boss  system  frequently  triggers  severe  power  struggles,  resource

hoarding, and employee stress due to conflicting directives.

II. Team-Based Structure

An entire organization composed of highly empowered, self-managed work groups or teams. There is no rigid

chain of command. Management acts merely as facilitators and resource providers rather than taskmasters.

This  structure  maximizes  agility  and employee empowerment  but  requires  a  highly  educated,  disciplined

workforce to prevent operational chaos.
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8 Departmentalization, Authority, and Responsibility

The Process of Departmentalization

Departmentalization is the macro-structural process of grouping related jobs, activities, and personnel into

logical administrative units to achieve coordination. Management selects different base criteria depending on

strategic priorities:

Basis of

Departmentation
Core Definition & Application Primary Advantage

Functional Grouping activities based on core business

operations (e.g., HR, Sales, IT). Used by almost all

centralized firms.

Maximizes deep

occupational

specialization.

Product / Divisional Grouping operations around a specific product line.

(e.g., Tata Group divided into Automotive, Steel,

Consumer Goods).

Ensures dedicated

executive focus on

product profitability.

Geographical /

Territorial

Structuring units based on physical market locations

(e.g., North Zone, South Zone, International Division).

Allows localized

responses to distinct

cultural market

demands.

Customer Grouping based on distinct buyer profiles (e.g., Retail

Customers vs. Corporate B2B Clients).

Delivers highly

customized client

service.

Authority, Responsibility, and Accountability

The operational flow of an organization rests on three interrelated administrative pillars:

Authority: The formal, institutionalized right and power vested in a managerial position to make

decisions, allocate corporate resources, and issue commands to subordinates. Authority flows 

downward through the scalar chain.

Responsibility: The absolute obligation of a subordinate to perform the specific duty or task

assigned by their superior. Responsibility flows upward.

Accountability: The answerability for the final outcome of the assigned task. A manager is

ultimately answerable for both success and failure. Crucially, while a manager can delegate

authority, accountability can never be delegated.

• 

• 

• 
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The Principle of Parity

A fundamental rule of organizational design is the Parity of Authority and Responsibility. If a subordinate is

given the responsibility to achieve a target, they must be granted equal, matching authority to secure the

resources required to execute it. Giving responsibility without authority paralyzes the worker; giving authority

without responsibility breeds corporate tyranny.

9 Delegation of Authority, Decentralization, and Span of Management

Delegation of Authority

Delegation is the administrative process where a manager transfers a specific portion of their authority to a

subordinate to complete a designated task. Because no single executive can physically execute all corporate

functions, delegation is the primary mechanism that allows an organization to scale. The delegation process

contains three mandatory elements: Assignment of Duty, Granting of Authority, and Creation of Accountability.

Centralization vs. Decentralization

While  delegation  involves  a  temporary  transfer  of  power  for  a  specific  task,  Decentralization is  the

systematic,  permanent,  and  institutionalized  dispersal  of  decision-making  authority  down  to  the  lowest

possible functional levels of the enterprise.

Centralization: Decision-making power is aggressively hoarded by the absolute top-tier executives (e.g., a

small family-owned business where the founder approves all purchases). It guarantees strict operational

uniformity but causes massive bureaucratic delays.

Decentralization: Power is pushed out to regional managers and department heads. It enables lightning-

fast local decisions, boosts subordinate morale, and frees the CEO to focus purely on macro-strategy.

However, it risks creating fragmented departments operating with inconsistent policies.

Span of Management (Span of Control)

The Span of Management refers to the exact, maximum number of subordinates that a single manager can

effectively  and  efficiently  supervise  directly.  It  dictates  the  vertical  height  and  horizontal  width  of  the

organizational pyramid.

The Structural Impact of the Span of Control

NARROW SPAN OF CONTROL

A  manager  supervises  only  a  few  subordinates

(e.g., 3 to 4).

Structure Created: Tall Organizational

Structure (Many hierarchical levels).

WIDE SPAN OF CONTROL

• 

• 

• 
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Supervision: Very tight, close control over

employees.

Communication: Slow, as messages must

pass through numerous vertical

management tiers.

Cost: Highly expensive due to the massive

number of mid-level management salaries

required.

A  manager  supervises  a  large  number  of

subordinates (e.g., 15 to 20).

Structure Created: Flat / Horizontal

Organizational Structure (Few hierarchical

levels).

Supervision: Loose control, requiring

highly trained, autonomous employees.

Communication: Rapid and direct from top

to bottom.

Cost: Highly cost-effective due to the

elimination of redundant middle

management layers.

Key Factors Determining the Optimum Span

Management cannot arbitrarily choose a span width; it must align with operational realities:

Capacity of the Superior: Highly experienced, technically competent managers can handle wider spans

successfully.

Competence of Subordinates: If the workforce is highly trained, self-motivated, and disciplined, a wide

span is optimal. If workers require constant correction, a narrow span is mandatory.

Nature of the Work: Routine, repetitive, standardized manufacturing tasks allow for massive wide spans.

Complex, creative, and highly dynamic engineering projects require narrow spans for constant

collaboration.

Degree of Decentralization: Firms with highly decentralized, standardized policies can operate effectively

using wide, flat spans.

End of Module 2 • Subject: Management Principles and Application
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