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Unit 1 Business Organizational Structure,
Governance and Management
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Case

A considerable number of non-governmental organizations ( NGOs) provide information on
protection. Labor Union is a non-governmental organization, it provides workers with support of their
rights and interests.

NGOs need to invest in raising resources ( donations, voluntary labor, materials) . This
process may require quite a complex organizational level. Here are some of the organizational
characteristics of NGOs.

e Staffing by volunteers as well as full time employees

® Finance from grants or contracts

e Skills in advertising and media relations

It can be seen, therefore, that NGOs may need to possess an efficient level of organization

structure, much in the same way as a traditional commercial undertaking.

1.1 The significance of organization

1. 1.1 Organizations in common

An organization is “a social arrangement which pursues collective goals, which controls its
own performance and which has a boundary separating it from its environment. ”

The organization has the following common characteristics. The organization focuses on
performance and achieves or improves its standards; organizations include formal, documented
systems and procedures that enable them to control their work ; different people do different things,
or specialize in one activity; they pursue various goals and objectives; most organizations get inputs

('such as materials) and process them into outputs (for example, others buy).
1. 1.2 Organizations existence value

Organizations can achieve results that individuals cannot achieve, for example, overcoming
personal limitations, both physically and mentally; enabling people to focus on what they are best
at; saving time because people can work together or do two aspects of a different task at the same
time; accumulating and sharing knowledge. Organizations can produce synergies: bring two people
together, and if they continue to work separately, their total output will exceed their output. Briefly,

organizations make people more productive.

1. 1.3 Organizations difference

The common elements of organizations were described in paragraph 1. 1. 1, but the organization

also differs in many ways. Here are some possible differences.

.2,



Unit 1 Business Organizational Structure, Governance and Management

Ownership; Private owners or shareholders own some organizations. These are private sector
organizations. The government organizes the public sector.

Control: The owners themselves control some organizations, but many other organizations are
controlled by those who work for them. Some are indirectly controlled by government-sponsored
regulators.

® Activities; What the organization actually does may be quite different. For example, they
could be manufacturing organizations, or they could be medical services.

® Profit or nonprofit orientation: Some businesses exist to make a profit. Others, such as the
army, are not profit-oriented.

® [egal status: The organization may be a limited company or partnership.
1.1.4 Organizations function

Organizations do many different types of work. Here are some examples (Table 1 —1).

Table 1 -1 Summary of organizations function

Industry Activity

Agriculture Producing and processing food

Acquiring raw materials and, by the application of labor and technology, turning

Manufacturi
AT them into a product (e. g. a car)

Extractive/raw materials Extracting and refining raw materials (e. g. mining)
Energy Converting one resource (e. g coal) into another (e. g electricity)
Retailing/distribution Delivering goods to the end consumer
Intellectual production Producing intellectual property (e. g. software, publishing, films, music, etc. )

These include retailing, distribution, transport, banking, various business services

Service industries Al . : ! v
(e. g accountancy, advertising) and public services (e. g. education, medicine)

1.2 Organization patterns

1.2.1 Profit vs. non-profit

An important difference is the profit-oriented and non-profit-oriented organization. Chart 1 — 1
below shows the basic differences in outlook. Notice the difference between primary and secondary

goals. A primary goal is the most important, and other goals support it.
1.2.2 Private vs. public

Private sector: organizations not owned or run by central or local government, or government

agencies

Public sector: organizations owned or run by central or local government or government

agencies
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Profit oriented Non profit oriented
Owners Public/beneficiaries
- Maximise profit Provision of
Primary (dividend) goods/services
goal
Profit Output
T (goods/services)
4
Secondary Ouputof ~  Revenue from Minimise cost of
goal goods/services goods/services primary goal
Inputs(materials, > Costs Inputs(materials,
labour, finance) labour, finance)
Revenue
(taxation)

Chart 1 -1 Difference between profit & non-profit organizations

1.2.3 The private business

A business organization exists to make money. In other words, the cost of its activities should
be lower than the income from providing goods or services. Profit is not an incidental of its activities,
but a driving factor. Business organizations have a variety of shapes and sizes.

Many companies start in a small way, often as family-run businesses, then grow to public
companies and invite investors to subscribe for shares. The resulted new capital enables the company

to expand its range of activities and achieve the advantages of large-scale operation.

1.2.4 The public business

The public sector includes all organizations owned and operated by governments and local
governments. Here are some examples.

® The armed forces

® Government departments

® Most schools and universities

Public sector organizations have a variety of objectives.

® The Benefits Agency administers part of the social security system.

® The Post Office makes a profit from mail services, although it does have a social
function too.

Key characteristics of the public sector include: accountability, ultimately, to parliament

funding, demand for services, limited resources.

1.2.5 NGOs

NGOs are bodies which are not directly linked with national government. The description
“NGO” generally applies to groups whose primary aim is not a commercial one, but within this

range, the term is applied to a diverse range of activities, aimed at promoting social, political or
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environmental change.

1.3 The organization structure

1.3.1 Organization components

All organizations can be analyzed into five components, according to how they relate to the

work of the organization, and how they prefer to co-ordinate ( Chart 1 =2 and Table 1 -2).

Strategic

Operating core

Chart 1 -2 Components of organization

Table 1 -2 The co-ordination work of different components

Component

Job

Preferred means of co-ordination

Strategic apex

Ensures the organization follows its mission. Manages

the organization’s relationship with the environment

Direct supervision ( especially in
small businesses)

Operating core

People directly involved in the process of obtaining

inputs, and converting them into outputs

Mutual adjustment; standardization
of skills

Middle line

Converts the desires of the strategic apex into the
work done by the operating core

Standardization  of

(results)

outputs

Technostructure

Analyzers determine the best way of doing a job;

Planners determine outputs;

Personnel analysts standardize skills (e. g training
programs )

Standardization of work processes
or outputs

Support staff

Ancillary services such as public relations, legal
counsel, the cafeteria. Support staff do not plan or
standardize production

Mutual adjustment

In most organizations, tasks and people are grouped together in some rational way: based on
specialization, or shared technology or customer base. This is known as departmentation. Different
patterns of departmentation are possible, and the pattern selected will depend on the individual

circumstance of the organization.
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1. 3.2 Functional departmentation

Functional groups include grouping people who do similar tasks. The main functions of a
manufacturing company may be production, sales, finance and general management. The Marketing

Department may be market research, advertising, public relations, etc. Chart 1 -3 provides an

example.
Managing
director
Producton Marketing Financial Engineering Personnel
director director director director director
etc. Ietc. l etc.
Market : <
Sales Advertising res:rarzh Management Financial
manager manager manager accountant accountant

l etc.

Chart 1 -3 A functional organization

1. 3. 3 Different types of structure

There are many different types of business structure, such as simple structure, tall and flat

organizations and delayering.

1.83.3.1 The simple structure (or entrepreneurial structure)

Mintzberg argues that strategic vertices want to keep control of decisions, describing them as a

concentrated pull, which leads to a simple structure (Chart 1 —4).

Chart 1 -4 Simple structure

The simple structure is characteristic of small and young organizations. In small firms, a single

entrepreneur or management team will be dominated (as in the power culture ). Centralization is



