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Types of organizational structure

e functional structure;

e divisional structure;

* matrix structure;

* network organizations (?)



A hybrid multi-divisional structure
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Matrix structure - origins

The matrix organizational structure originated from
the US space program in the 1960s.

The aerospace companies involved adopted a second
dimension in their hierarchical structure.

The program managers of major programs and the
leaders of the individual functions simultaneously
reported to the head of an aerospace company.

The purpose was to pursue both cost and schedule
priorities in the overall program, as well as technical
excellence and design in the functions.

' The two initiatives were equally important and critical
.| to putting a man on the moon and bringing him back.



Matrix structure

an organizational structure that groups people and resources in two ways
simultaneously (e.g. by function and by product);

it takes the shape of a grid that shows a vertical flow of functional responsibility
and a horizontal flow of product responsibility.
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Other companies that used
the matrix organizational structure

The Dutch electrical giant Philips started using the matrix structure in
1970 and was one of the early champions of this type of organizational
structure. The company’s managers were reporting simultaneously to
their production head and geographical managers.

It became so successful that other multinational organizations such as

Hughes Aircraft, Texas Instruments and Caterpillar Tractors adopted the
same structure.



Advantages of matrix structure

1) cross-functional teams reduce functional barriers and overcome the problem of
subunit orientation;

2) opens up communication between functional members and allows team members
to learn from one another different skills;

3) it develops well the skills of its most specialized employees, who move from division
to division as needed;

4) promote concern for both costs and quality.

- When an organization has a complex environment and multiple objectives, a matrix
structure will be a good fit. 9




Disadvantages of matrix structure

1) conflict of interests and objectives: what happens when the two bosses of an
employee disagree?

2) cost and resource allocation becomes fuzzy and products tend to exceed their
budgets;

3) sometimes technical problems cannot be overcome by specialists;

4) when top managers do not get the expected result, they tend to centralize
decision > risk of bureaucratization.
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The network structure

A network is a cluster of individuals and organizations whose actions are coordinated

by contracts and agreements, rather than by a formal hierarchy of authority
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Outsourcing >

it consists in moving a value-creation activity that was done inside an
organization to the outside, where it is performed by another company.

* supported by ICTs, nowadays companies form agreements with a whole
range of suppliers, manufacturers, and distributors, that change over time.
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Advantages and disadvantages
of networks

1) production and bureaucratic costs are reduced;

2) if the environment changes, inter-organizational relations can
be easily rearranged.

1) difficult to accumulate knowledge and experience;

2) difficult to produce innovation because no-one has the
incentives to do so;

3) difficult to control the value-chain.
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Miscellaneous organizational structures

virtual or boundaryless organizations;  \ el o

o adhocracies, holocracies;
o spaghetti structure and team-based organizations;

o circular structures, flat structures...

Beware of fads!

Puranam, P, Alexy, O., & Reitzig, M. (2014). What's “new” about new forms of organizing?. Academy of

Management Review, 39(2), 162-180. y



>> \What type of organizational structure has
Amazon? And what about Apple?

Tim Cook, Chief Executive
Officer

Senior Vice Presidents Vice Presidents
Chief Chief

Design Operating
Retail Officer Officer

Internet Software and Services User Interface Design

Software Engineering Communications

Chief Financial Officer Industrial Design

Hardware Engineering
Environment, Policy and Social

Warldwide Marketine Initiatives

General Counsel Marketing Communications

BT

Hardware Technologies , Apple University

Worldwide Human Resources

e the functional type remains the basic default option to operate efficiently;

e you can have a global functional structure also in complex and dynamics industries or
in novel businesses (e.g. in food delivery);

e what matters is the structural orientation at first hierarchical level below the TMTH!



Key takeaways

There are trade-offs in OD: make an informed choice and try to
counterbalance the downsides of it!

Principle of minimum chain of command: an organization should be kept as
flat as possible!

There are three basic types of organizational structure: functional, divisional
and matrix. Beware of fads!

Keep it simple! do not unnecessarily complicate your organizational structure.
The basic default option is always the functional one.

16



Additional resources

* On why organizations and their members need hierarchy:
https://www.linkedin.com/pulse/20140112221140-15893932-hierarchy-is-good-
hierarchy-is-essential-and-less-isn-t-always-better/

* A Deloitte consultant explains how organizations are getting more flexible and team-
based nowadays thanks to ICTs:
https://www.youtube.com/watch?v=e3ENz|VXIsk

e Steve Jobs on organizational structure at Apple, how and why he shaped it as it is:
https://www.youtube.com/watch?v=xcTtQOhiHbE

 More on other (alternative?) organizational structures:
https://www.youtube.com/watch?v=kv7aa754GzE
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Organizational
culture

is the set of shared
values and norms that
controls organizational
members’ interactions
~7 & | with each other and
RS 29 B el with suppliers,

: = customers, and other
people outside the
organization
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“the way we do things around here”
(Cowling and Lundy, 1996)

“a pattern of shared basic assumptions that
the group learned as it solved its problems of
external adaptation and internal integration,
that has worked well enough to be considered

valid and, therefore, to be taught to new
members as the correct way to perceive, think,
and feel in relation to those problems”
(Schein, 1984)



Values in organizations

» In social science they are also said ‘ultimate goals’ = goals that cannot serve
as means for other goals.

» Values are fundamental for people’s self-definition, also at the workplace.

In organizations we have multiple sources of values:

- personal values;

- professional values;

- office/department values;

- values coming from outside memberships (e.g. religious, activist values);
- national values or value-orientations;

organizational values!
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> National values and orientation

Power Distance Individualism Masculinity Uncertainty Long Term
Avoidance Orientation

I CHINA [ SPAIN I FRANCE N GERMANY BN TALY W UNITED KINGDOM I UNITED STATES

https://www.hofstede-insights.com/country-comparison/italy/
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Organizational values

= mission and vision statements;
= ethical code-code of conduct;
= company documents, reports, website;

" informal norms and values.

Some examples here:
https://inside.6q.io/190-examples-of-company-values/
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But not only values!

* habits, customs, traditions;

 stories, myths, legends and sagas;

* language, slogans, key words, logos and symbols;

* material aspects e.g. ways of dressing, artifacts;
 visual and aesthetic elements, like logos, office layout;
* rites/rituals [...]

TAELE 7.2 Organizational Rites

Type of Rite Example of Rite Purpose of Rite

Rite of passage Induction and basic traimng Learn and internalize norms and values
Rite of integration Office Chnstmas party Build common norms and valucs

Rite of enhancement Presentation of annual award Motivate commitment to norms and values

24
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CASE 1
IKEA's organizational culture
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Why organizational culture is important?

1) CULTURE CAN BE A SOURCE OF COMPETITIVE ADVANTAGE

» the peculiar combination of values, artefacts and practices of a company is difficult
to copy;

2) CULTURE CAN BE AN OBSTACLE TO ORGANIZATIONAL CHANGE AND AGILITY

» people normally reacts badly to attempts to change organizational culture, because
culture is ingrained in personal/work identity = they feel manipulated

3) CULTURE CAN BE A CRUCIAL CONTROL SYSTEM FOR PREVENTING UNETHICAL
BEHAVIORS AND CORPORATE SCANDALS

» not just at the top level, but at all organizational levels — a key means to balance
profit goals with social responsibility ones...
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Internal focus

Competing Values Framework
Cameron & Quinn (1999)

Flexibility

Stability and control

SN20J |eud=21xd
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Paradox of organizational culture
A

Clan Adhocracy

—
N

Hierarchy Market

Y

The grass on the other side of the fence is always greener!




Organizational
culture

subcultures

... and countercultures!
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Dysfunctional aspects of a cohesive
organizational culture

whatever the values, too cohesive cultures promote conformism;
conformism can become intolerance for diverse and deviant individuals;

loyalty to the organization can overcome other values and principles
e.g. social responsibility, compliance with the law, environmentalism,;

too cohesive cultures are prone to cover misbehaviors and crimes at the
aim of protecting themselves e.g., retaliation against whistleblowers!!!




NORMAL
ORGANIZATIONAL
WRONGDOING

Heoa .aly
A Critical Analysis ol Theories of
Miscandnct in and »v O

OXIORD

CUL

TURE
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Can organizational culture be changed?

BEWARE OF CULTURAL ENGINEERING: the literature is full of failed attempts of
cultural change in organizations!!!

1) values are deep components of the personality: it is difficult to influence them;

2) when people have the perception of being manipulated through slogans, motivational
videos, managerial rhetoric etc. they tend to become cynical;

3) resistance strategies can arise as a response to cultural control techniques.
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Analyzing organizational culture

familiarize yourself with the organization’s culture, subculture
and countercultures;

assess whether the goals, rules and procedures effectively
transmit the official values to organizational members;
examine how new members are socialized, and assess whether
they effectively learn organizational values;

develop and spread habits, rites, ceremonies, stories and
images that can reinforce or change organizational values.
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Some tips on how to change
organizational culture

v’ Culture is often evident in the “soft” aspects of an organization
(rituals and routines, stories, symbols etc.)... try to change/renew
them to influence organizational culture;

v’ Culture is also reflected by the “hard” elements of an organization
(power structure, organizational chart, incentive and control systems,
organizational layout and aesthetics)... also change them accordingly
with the intended cultural change;

v The leadership team has to be involved because leaders have to signal
the new type of behavior that is required (role modelling).
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Aligning organizational culture and structure

Functional rationality, efficiency, technical competence, authority
based on personal knowledge and experience;

Divisional effectiveness, customer-orientation and service, quality,
adaptability to external demands;

Matrix complexity, creativity, innovation, problem solving, paradox
mindset, tolerance of ambiguity;

Network (?) flexibility, competition, entrepreneurship, continuous
learning and adaptability.
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NETFLIX

CASE DISCUSSION

l. Individually, please access to
https://jobs.netflix.com/culture

and read Netflix’s cultural manifesto.

Il. Read the additional text provided by the instructor and try
to answer to the following questions while reading it:

1) what are the key values of Netflix’s organizational culture
according to you?

2) to which of the four cultural types seen during the lesson
does Netflix resemble the most (clan, hierarchy, market,
adhocracy)?

3) inlight of its culture, would you like to work at Netflix
(yes/no) and why?
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Additional resources

* The classic piece by Edgar Schein (1984) on organizational culture:
https://sloanreview.mit.edu/article/coming-to-a-new-awareness-of-organizational-

culture/

* Avideo overview on organizational culture:
https://www.youtube.com/watch?v=MfL 0ko4T3o0

* A managerialist view on subcultures and countercultures:
https://www.ekoapp.com/blog/understanding-organizational-subcultures-and-
countercultures

e On theimportance of a culture of giving and gratuity at the workplace:

https://www.mckinsey.com/capabilities/people-and-organizational-performance/our-
insights/givers-take-all-the-hidden-dimension-of-corporate-culture#/
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For next week, please download and bring
(either printed or in a digital format)

THE EGYPTIAN SWISS CHEMICAL COMPANY

case... we will start the lesson by working on it!
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