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ORGANIZATIONAL
DESIGN AND CULTURE –
CHANGE MANAGEMENT
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ORGANIZATIONAL DESIGN
• Organizational Design: the process managers go through to create

meaningful structures, decision and information network, and
governance systems.

• Organizational Structure: the networked
arrangement of positions and
departments through which the essential
tasks of an enterprise are subdivided and
grouped to create the systems, decision
centers, and behavioral linkages that
carry out business strategies.

• Organizational chart: the symbolic
structure of boxed titles and lines that
represent position and reporting of
relationship.
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Common Bases of
Departmentalization

Barney, Jay B. and Ricky W. Griffin, The Management of Organizations. Copyright © 1992 by Houghton Mifflin Company. Used with permission.
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ORGANIZATIONAL DESIGN
BY FUNCTION

• Functional
Departmentalization
– The grouping of jobs

involving the same or
similar activities.
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ORGANIZATIONAL DESIGN BY
FUNCTION (cont’d)

• Advantages
– Each department can

be staffed by functional-
area experts.

– Supervision is facilitated
in that managers only
need to be familiar with
a narrow set of skills.

– Coordination inside
each department is
easier.

• Disadvantages
– Decision making

becomes slow and
bureaucratic.

– Employees narrow their
focus to the department
and lose sight of
organizational goals/
issues.

– Accountability and
performance are difficult
to monitor.
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ORGANIZATIONAL DESIGN BY
PRODUCT

• Product
Departmentalization
– The grouping of

activities around
products or product
groups.
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ORGANIZATIONAL DESIGN BY
PRODUCT (cont’d)

• Advantages
– All activities associated

with one product can be
integrated and
coordinated.

– Speed and effectiveness
of decision making are
enhanced.

– Performance of
individual products or
product groups can be
assessed.

• Disadvantages
– Managers may focus

on their product to the
exclusion of the rest of
the organization.

– Administrative costs
may increase due to
each department
having its own
functional-area
experts.
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ORGANIZATIONAL DESIGN BY
CUSTOMER/MARKET CHANNEL

• Customer Departmentalization
– Grouping activities to respond to and interact with

specific customers and customer groups.
• Advantage

– Skilled specialists can deal
with unique customers or
customer groups.

• Disadvantage
– A large administrative staff

is needed to integrate activities
of various departments.
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ORGANIZATIONAL DESIGN BY
LOCATION

• Location Departmentalization
– The grouping of jobs on the basis of defined geographic sites or

areas.

• Advantage
– Enables the organization to

respond easily to unique
customer and environmental
characteristics.

• Disadvantage
– Large administrative staff

may be needed to keep track
of units in scattered locations.
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A HYBRID COMBINATION:
THE MATRIX ORGANIZATION

• An organizational arrangement based on two overlapping bases of
departmentalization (e.g., functional departments and product
categories).

• A set of product groups or temporary departments are
superimposed across the functional departments.

• Employees in the resulting matrix are members of both their
departments and a project team under a project manager.

• The matrix creates a multiple command
structure in which an employee reports to
both departmental and project managers.

• Matrix design is useful when:
– There is strong environmental pressure.
– There are large amounts of information to

be processed.
– There is pressure for shared resources.



6

11

A Matrix Organization

Employees

CEO

Project
manager B

Project
manager C

Vice president,
engineering

Vice president,
production

Vice president,
finance

Vice president,
marketing

Project
manager A
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THE MATRIX ORGANIZATION
• Advantages

– Enhances organizational
flexibility.

– Involvement creates high
motivation and increased
organizational commitment.

– Team members have the
opportunity to learn new skills.

– Provides an efficient way for
the organization to use its
human resources.

– Team members serve as
bridges to their departments
for the team.

– Useful as a vehicle for
decentralization.

• Disadvantages
– Employees are uncertain

about reporting
relationships.

– Managers may view design
as an anarchy in which they
have unlimited freedom.

– The dynamics of group
behavior may lead to
slower decision making,
one-person domination,
compromise decisions, or a
loss of focus.

– More time may be required
for coordinating task-
related activities.
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THE FUNDAMENTAL TRADE-OFFS FOR
BALANCING ORGANIZATIONAL DESIGN

• The key trade-offs that make organizational
design challenging are the needs to balance
between:
– Centralization and Decentralization
– Autonomy and Control
– Differentiation and Integration
– Bureaucracy versus Organic,

Postmodern Structures
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CENTRALIZATION AND
DECENTRALIZATION

• Centralization
– An organization structure that concentrates

authority and decision making toward the top.

• Decentralization
– An organizational

structure that disperses
authority and decision
making to operating
units throughout the
organization.
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AUTONOMY AND CONTROL
• Autonomy grants power and responsibility to

followers to initiate innovative actions that
improve processes and performance, and then
assesses results against general goals.

• Control bounds the authority
given managers to shape
decisions and resource
allocations by specifying
parameters and providing for
higher-level reviews and often
approvals.
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DIFFERENTIATION AND INTEGRATION

• Differentiation: The psychological identification and
attachment to a subpart of an organization, to a particular
department, discipline,or function.

• Integration: A psychological
orientation that identifies with
the « big picture » perspective
of the larger organization or a
major division within it
combining of actions across
subunits is of greater
importance than individual
departments of functions.
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BUREAUCRACY VERSUS
ORGANIC/POSTMODERN STRUCTURES

• Bureaucracy: a classic pyramid-shaped structure
created as a relational-legal system of authority
emphasizing formal roles and rules with the intent of
being efficiency-oriented.

• Organic organization: an
organization with a looser « look
and feel » that relies on the
adaptative capacities of individuals
to cope with dynamic internal and
external forces, facilitated by
empowerment and collaborative
network.
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MODERN ORGANIZATION DESIGNS

• Horizontal Organizations
– Organization built around core processes, not tasks
– Flatten hierarchy
– Self-managed teams manage everything
– Customers drive performance
– Team performance is rewarded
– Maximize supplier & customer contact
– All employees fully informed & trained

• Network Designs
• The Virtual Organization
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ORGANIZATIONAL CULTURE

• The organizational culture is a pattern of basic
assumptions – invented, discovered, or developed by a
given group as it learns to cope with its problems of
external adaptation and internal integration – that has
worked well enough to be considered valuable and,
therefore, to be taught to new members as the correct
way to perceive, think, and feel in relation to those
problems (Schein, 1985)
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CHARACTERISTICS OF
ORGANIZATIONAL CULTURE

• Observed behavioral regularities
– E.g. common language, rituals

• Norms (standards of behavior)
• Dominant values
• Philosophy:

– Policies that set forth the
organization’s beliefs

• Rules
– Written and unwritten

• Organizational climate (the ‘feeling’ of
the organization).



11

21

CREATING AND
MAINTAINING A CULTURE

• Critical to long-term success
• How Organizational Cultures Start

– A single person (founder) has an idea for a new
enterprise

– Founder brings in key people who
share the founder’s vision

– The founding core group builds an
organization

– Others are brought into the
organization and the history is built
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MAINTAINING THE CULTURE

• Selection of entry-level
personnel

• Placement on the job
• Job mastery
• Measuring and rewarding experience
• Adherence to important values
• Reinforcing the stories and folklore
• Recognition and promotion
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THE ORGANIZATIONAL STAR OFFERS
ORGANIZATIONAL TARGETS FOR CHANGE

Regulators

Competitors

Vendors Customers

People

Tasks Technology

Organizational
Culture

Organization
and systems

Management
and leaders
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INDIVIDUAL SOURCES OF
RESISTANCE TO CHANGE

Resistance
to change

Threat of loss of position, power,
status, quality of life and authority

Economic insecurity regarding
job or compensations

Possible alteration of social
friendships and interactivity

Natural human fear of the unknown
brought about by change

Failure to recognize the need for change

The dissonance or discomfort created by
what is new
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RANGE OF INDIVIDUAL
RESISTANCE BEHAVIORS

Enthusiasm Apathy Getting
along OK

Complaining Slowing
down

Teaching
others how

to resist

Making
purposeful

errors

Cooperation Passive
acceptance

Not paying
attention

Teaming
with others

and
resisting

Staying
away from
work at key

times

SabotageExcitement

Acceptance
of change Indifference Some resistance Vigorous

resistance

Not learning
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ORGANIZATIONAL SOURCES OF
RESISTANCE TO CHANGE

Resistance
to change

Structural intertia

Limited focus of change

Group intertia

Threats to expertise

Threats to power relations

Threats to resource allocation
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STRATEGIES FOR OVERCOMING
RESISTANCE TO CHANGE

• Individuals and organizations must have a reason to
change.

• Allowing people to participate in change has significant
benefits.

• Communication can educate and
prepare the employees in a way
that reduces fear, anxiety, and
resistance.

• An organization contemplating
change needs to identify and help
guide champions or supporters of
change.
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LEARNING ORGANIZATION
• Open discussion and accessibility to information and data.
• Clear vision expressed at all levels.
• Strong emphasis on interdependance, worth, and

importance of each person and unit.
• Clear goals and concepts of performance expectations.
• Commitment lo learning,

improving and personnal growth.
• Concern for measurable results

whenever possible.
• A curiosity to try new methods

and experiment, and acceptance
of failure.
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MANAGING ORGANIZATIONAL CHANGE
FORCES FOR CHANGE
External
• Markets
• Technology
• Social & political change
Internal
• Behavior
•Process

PERFORMANCE
OUTCOMES
• Organizational
• Group
• Individual

DIAGNOSIS
OF THE
PROBLEM
• Information
• Participation
• Change agent

SELECTION OF
APPROPRIATE
METHOD
• Structural
• Task and
technological
• Human asset

Affect Focus
of

Leads
to

As
constrained

by

IMPEDIMENTS AND
LIMITING CONDITIONS
• Resistance to change
•Leadership climate
•Formal organization
•Organization culture

IMPLEMENTATION
OF THE METHOD
• Timing
• Scope
• Experimentation

PROGRAM
EVALUATION
• Feedback
• Adjustment
• Revision
• Reinforcement

Followed by Provision for

Feedback

Feedback
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QUESTIONS FOR DIAGNOZING
AND PLANNING CHANGE

• What are our specific goals?

• Who are the involved
stakeholders?

• What are the forces driving
and restraining change?
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Mutual trust

Active empathy

Access to help

Lenience in judgment

Shared language

Distrust

No empathy

Little or no access to help

Authoritative judgment

Communication Barriers

Acknowledge the current
culture and use it as a lever

Conduct cultural analysis
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Consider that innovation is
not innocent, but interest driven

 Identify people who could gain through participation

 Identify people who could loose

 Identify the interests of both

 Search for contribution / reward tradeoffs

 Political testing for support and neutralizing opposition

Stakeholder-analysis



17

33

Change projects ...

 Must be linked to strategy
 Ideally formulate value propositions
(justification)
 Must be culture-, and stakeholder-
sensitive
 Link up with internal and external
knowledge sources
 Are kept alive by innovation activists
and sponsors
 Combine experimentation with
knowledge vision
 Win people first and resources later

Some general principles


