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1 3.1 INTRODUCTION 

Organisation is defined as a system by which a group of workers get together and work 
jointly to achiev-e a common goal through a system of consciously coordinated activities. 
The study of an'organisation involves 

(a) the study of the interrelationships of different people or group of people in the 
hierarchy of an enterprise; 

(b) an attempt to explain, predict and influence the behaviour of the individuals 
and groups in the, enterprise; and 

(c) development of an effective system of communication, a means of problem 
solving and a means of facilitating decision making. 

Thus, in general, an organisation is basically a pattern in which large number of people, 
in numbers large enough to make it impossible to have intimate one-to-one contact, are 
engaged in the complexities of various tasks and relate themselves into the conscious 
systematic establishment to accomplish mutually agreed purposes. 

In the organisation of a construction company like any other organisational set up, there 
is a grouping of persons, specialists and generalists, to perform specific set of activities 
and bear the full responsibility of jobs allotted to them. 

The organisation is not a stationary process. It is continuously changing. As an 
organisation expands new problems creep in. Some can be visualized, while others could 
not be anticipated. Various functions of management are evolved and applied to various 
individuals. Various groups are formed and function. Several groups are combined to 
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form a division and several divisions to form the complete organisation. No sooner does 
an organisation is forined or a reorganisation is effected, the situation changes and the 
planned structure becomes inappropriate requiring further reorganisation. The situation is 
really volatile in the present context of rapid knowledge explosion, exponential progress 
of technology and stiff competition due to market globalisation. What is therefore 
required is to design and develop an organisational structure which is capable of being 
modified continuously to fit in any new situation in this rapidly changing scenario 
without massive upheaval in the basic setup. 

Once the organisational structure is designed and approved, a chart called the 
"organisation chart" is prepared to explain the hierarchy of the organisation, its 
management, decision making process and routes of communication. It also serves the 
purpose of indicating the career development and promotional route to the new entrants. 
It saves much time and energy in explaining the duties and powers to each individual and 
also avoid duplication of work and responsibilities. The organisation chart is prepared for 
the enterprise as a whole, for each of its zones, divisions, subdivisions and groups. The 
process of charting itself indicates the process of efficiency. An organisation which can 
not be charted easily and automatically indicate that there is an ambiguity and confusion 
in the process of decision making, responsibility sharing and communication. 

A good organisational structure does not by itself produce good performance. However, u 
poor organisational structure do make good performance impossible, no matter how 
efficient and creative the individuals are. Thus, the most important aspect of management 
is "MANAGING THE MANAGEMENT". 

In this unit, the basic parameters of organisational design, and important aspects 
pertaining to organisational structure, culture, environment and productivity have been 
dealt with. The unit also discusses the various organisational forms, their respective 
merits and demerits and suitability for construction organisation. 

Objectives 
After studying this unit, you should be able to 

define "organisation", in general, and "construction organisation", in particular 
and understand its basic structure, 

describe the basic parameters of organisational design and appreciate the need 
of organisational restructuring, 

* explain the different variables identified as the dimensions of an organisational 
structure, 

discuss the salient features of organisational culture, environment and 
productivity, 

identify and differentiate the various organisational forms, and 

select the suitable organisational form for construction organisation. 

3.2 THE BASIC PARAMETERS OF ORGANISATIONAL 
DESIGN 

Organising provides the basic framework of management, the root structure upon which 
the succeeding planning, executive and supervisory functions can be built in accordance 
with the policy principles. 

The organisational structure of.any pattern implies the essence of certain relationship 
between individual members, group of members, environment, society and with other 
organisations. 

The organisational interaction between individuals depend on following : 

(a) The actual time required to take decisions and their communication, 
L 

(b) The relative geographicalkierarchical distance between interacting individuals 
and hence ,he timeleffort required for effective communications, 

(c) The complexity and varieties of comrrlunications and their purposes, and 

(d) The personal character and emotional stabilities of the concerned individuals. 



The total combination of effective primary and secondary relationships that must arise 
between interacting persons increases in geometrical progression with the number of 
involved persons as shown in Figure 3.1. 

3.3 DELEGATION AND DECISION MAKING 

Figure 3.1 : Basic Relationships 

It can be realised thaf there is a practical limitation on to the number of relationships, a 
normal human being can attend to at a particular point of time on one-to-one basis. * 

Hence, there must be a definite limit to the span of responsibility/control. According to 
Peters and Waterman, the optimal group size is about seven persons. If there are more 
than seven persons in an organisation, some form of hierarchical relationship has to be 
designed for productive communication. 

Four distinct types of relationships are recognised as significant. These can be 

Direct 
~ h e s e  relationship exists directly between employee/supervisor and the 
operativelsubordinate. It involves giving instructions and obligation to carry them 
out. 

Lateral 

Relationships existing between members at the same rank in an organisation who 
are answerable to the same supervisor. It is reciprocal in nature. 

Functional 

Functional relations, e.g. relationship between a specialist and other generalists in 
an organisation. The specialist exercises only limited authority over others, . 
concerning only the area of his specialisation, 

Staff 

This relationship is between higher levels of management which does not involve 
any delegation of authority and responsibility; and is only advisory in nature. 

SAQ 1 
(a) Define organisation. What do you mean by organisational structure ? 

(b) Explain the different types of relationship that may arise between interacting 
persons in any organisation. 

The identification of relationships above indicate that some responsibility must be carried 
out by each individual in the organisation who will receive the reward for its success and 
pay the penalties for failure. Responsibility without authority is ineffective, unproductive 
and frustating. Uncertainty about these will always cause confusion, chaos and trouble. 

Delegation is an important aspect of good organisation. It is the process of assigning 
work specifically to some person in the organisation with corresponding responsibility 
and authority. For simple routine task, this is easy, but its complexity increases 
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proportional to jcrb complexity. I t  is particularly important at managerial level in big 
organisations, where there is no way a person or group of persons can keep track of 
everything happening in the organisation. 

Delegating responsibility is basically delegating the authority of taking decisions. It is 
primarily this process of decision taking (please note, it is not the actual decision itself, 
but the way in which a decision is reached) to solve a problem which is the core of 
modern management. It is essential that while taking decisions one is able to substitute 

(a) investigation and knowledge in place of opinion or judgement, 

(b) intelligent and critical use of analytical techniques in place of heunch or 
intution, and 

(c) fairness and trust (objectivity) instead of bias, suspicion and favouratism 
(subjectivity). 

One way of categorising the problems of decision making is by the state of knowledge 
about the environment. Traditionally, decisions are taken under following three 
environmental conditions : 

(a) under certainty, 

(b) under risk, and 

(c) under uncertainty. 

Deeisions Making under Certainty 
This is an idealised environmental condition in which the magnitudes of all the 
consequences of the decision and all the system parameters are distinctly known 
(deterministic). There is only one possible environmental state, the system 
response will also be one and unique for a particular decision (e.g. the system has [I 

single attribute or dimension) and the decision making is simple and direct. If more 
than one attribute exists the various attributes have to be weighed against each 
other. 

One example of such decision making could be construction scheduling. The 
objective is to absorb the demand fluctuations by some combination of hiring (or 
lay off), subcontracting, overtime and incentives etc. Even when the demand 
environment (resource requirement) is known with certainty (deterministic), there 
can be infinite strategy options which combine different levels of hiring, fixing 
overtimes etc. The objective is to select a strategy which minimises the operation 
cost. 

Decision Making under Risk 
In real life situations, it is rare that the demand and supply environment, for that 
matter, any other environmental parameter is known with certainty. These 
variations can be due to variability of factors inside and even outside the 
environment. Under such conditions, one can only guesstimate the environment. 
The probabilities of occurrences of different responses due to a sihgle attributed 
consequence are computed. The expected value of response can then be obtained 
which provide a single measure of the probability of occurrence. Based on these 
probabilities, the best possible strategy alternative is selected giving the best 
measure of expected response. This probabilistic approach of decision making is 
termed as decision making under risk, 

The framework of decision making under risk is most appropriate for short and 
intermediate time range problems. Under such conditions, the assessment of 
probabilities can be made with fair degree of accuracy. With expanding time 
horizon, the assessment of probabilities becomes increasingly hazardous. 

Decision Making under Uncertainty 
In real life situations, most of the times, it is not possible to estimate the 
probabilities of various environmental states and its parameters and hence, of the 
system's response. Such situations are akin to taking decision under uncertainty. 

For each alternative strategy, the various responses are guesstimated for different 
environmental states. This guesstimation is often achieved by simulation of the 
stochastic environment. These guesstimates are then presented in o tabular form 
called "pay-off matrix" or "Decision-matrix" which helps i n  selecting a "feasible" 
and "optimal" alternative on the basis of a predetermined evaluation criterion. 



3.4 THE DIMENSIONS OF ORGANISATION Construction 
Oqanisatlon Structure 

Different authorities have identified different variables as the dimensions of an 
organisational structure. Some of these, which are widely accepted are listed in the 
following paragraphs : 

Administrative Component 
The number of managerial personnels, e.g. supervisors, managers and staff, 
relative to the total number of employees. 

Complexity 
The number of occupational specialities, the professional activity and the 
specialities and expertise of the employees. 

Formalisation 

The extent to which an employee's role is defined by f~rmal  documentation. 

Differentiation 
The number of speciality functions represented in an organisation or the difference 
in cognitive and emotional orientation among managers in different departments. 

Integration 

The quality of the state of collaboration that exists among different sections, 
divisions and departments that are required to achieve unity of efforts, plans and 
feedback and the coordination between organisation's units. 

Professionalisation 

The degree to which the employees are exhibiting professionalism, e.g. belief in 
service to organisation, and the consumer, belief in self regulator, and dedication to 
one's area and field of worklservice. 

Specialisation 
The number of occupational specialities and the training period required to achieve 
it, or to the degree to which highly specialised requirements are spelled out in 
formal job descriptionslfunctions. 

Standardisation 

The range of variation that is tolerated within the ruleslspecifications defining the 
joblwork activity and the level of management at which these variations are 
tolerated. 

Span of Control 

The number of subordinates that an individual manager can and should supervise 
directly. 

Vertical Span 

The number of levels in the authority hierarchy from the bottom (operative) to top 
(owner). 

Delegation 

The ratio of the number of specific management decisions the CEO has delegated 
to the managers to the number he had the authority to make. 

Centralisation 

The proportion of jobs in an organisation in which different players participate in 
decision making, the number of areas in which they participate, the degree of 
information sharing between levels, the degree of participation in long range 
planning, the level of power concentration and index reflecting the locus of 
decision making etc. represent the degree of centralisation in the department. 

Autonomy 

The extent to which the managers have to refer certain typical decisions to a higher 
level of authority. 

Most of the scholars agree to the above listed dimensions of the organisational structure. 
Their major disagreements are regarding their operational definitions and importance,. 
e.g. whether the dimension is primary or simply a subdimension under some other 
broader dimension. 
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The complexity of an organisation is indicative of the degree of differentiation on it. It is 
primarily (a) horizontal, (b) vertical, and (c) spatial. The horizontal differentiation refers 
to the variation in the units in the organisation based on the orientation of its members, 
their training and education and the nature of tasks they perform. Larger the number of 
different occupation in an organisation, more complex it would be in structure. Diverse 
occupations make it more difficult to communicate and coordinate their activities. 
Diversity increases the likelihood of having each group having different goal emphasis, 
time management and work vocabulary. Job specialisation reinforces differentiation. 

Vertical differentiation refers to the depth of the organisational hierarchy. The larger the 
depth, more will be the difficulty in information flow and more will be the distortions in 
the content and value of the information and larger will be the time taken in passage of 
information. The quality and productivity of the organisation, largely depends on the 
instantaneous speed of information flow. 

Spatial differentiation encompasses the degree to which the location of an organisation's 
facilities and personnels are dispersed geographically and the ease of communication 
between these locations. 

Vertical and horizontal differentiations shall not be treated independent of each other. As 
specialisation or variety of occupation increase in an organisation, i.e. as horizontal 
differentiation increases, it becomes more and more difficult for individual units to see 
how their tasks fit into the greater whole. Someone must supervise these occupational 
groups to ensure that the work is done according to planned schedule and specifications, 
indicating the necessity of vertical differentiation. Thus, vertical differentiation can be 
treated as a response of horizontal differentiation. 

The similar 01-ganisations may not have the similar vertical differentiation. Organisations 
can be tall, with many layers of hierarchy or flat with fewer levels, It is difficult to 
conclude whether a tall or a flat organisation is more effective. Tall structures provide 
closer supervision and tight "boss-oriented controls". Coordination and communication is 
complicated because of the increased layers through which the information, decisions, 
directives and feedbacks filter. Flat structures are simple and have shorter communication 
chain, but lesser degree of supervision and chances of promotion. In addition to the size 
of the organisation, the type of job and its characteristics affect differentiation. Some jobs 
require more direction (e.g. labour intensive) while other require more freedom and 
flexibility (e.g. knowledge based). 

The spatial differentiation can be treated as an extended dimensions to horizontal 
differentiation. It is possible to separate tasks, power and profit centres geographically. 
While tall structures are more complex one, the complexity increases with geographical 
dispersion. If senior executive reside in one city, middle managers in a dozen distant 
cities and lower level managers in a hundered different offices around the globe, the 
dimensions are really complex. Even though information technology, computers and 
internet have dramatically improved the scenario of constant communication system, the 
complexity still exists. 

Complexity creates different demands and requirements on manager's time. The higher 
the complexity, greater is the attention required towards communication, coordination 
and control. The need for devices such as computerised information systems and formal 
policy manuals is increased, particularly when number of employees, each doing a little 
part of the activities, having little idea of what others are doing, is very large. An 
elaborate hierarchy of management exists particularly where facilities and personnels are 
spread over a large geographical area. 

. This is the paradox in the analysis and design of an organisation. The decision to increase 
differentiation is made to increase the efficiency, productivity and economy of the 
organisation. But these decisions create cross pressures to add managerial personnels to 
facilitate control, coordination, communication, and conflict resolution, increasing the, 
cost and bureaucratic delays. So the economies and efficiencies are counterbalanced by 
increasing the burden of keeping the organisation together and function as a system. 

In a tall organisation, the degree of job standardisation and formalisation is large leaving 
little flexibility of discretion over what is to be done, when it is to be done and how it is 
to be done. This leaves very little scope for creativity, originality, innovation and 
initiative, which can be exhibited by an employee. They are expected always to handle 
the same input in exactly the same way in all the circumstances to achieve the same 
consistent and uniform output. There are explicit job descriptions, organisation rules and 
clear-cut defined bureaucratic procedures, covering every conceived work process in the 



organisation. This not only eliminates employees engaging in alternative behavioural 
responses, but also eliminates the need for employees to consider alternatives, 
irrespective of possible effect on the outcome. 

It must be realised that it is primarily the unskilled jobs, that are simplest and repetitive, 
which require standardisation and are amenable to formalisation. The greater is the 
professionalisation and knowledge content of the job, less likely will be its suitability to 
formalisation. Employees like engineers, lawyers, teachers and those higher in the 
managerial levels, are increasingly involved in activities which me less repetitive, and 
require unique solutions, larger formalisation here will be counterproductive. A note of 
caution may be introduced here, because discretion costs money. Organisations use 
formalisation because it reduces costs. Jobs that are low on formalisation demand greater 
judgement. Given that sound judgement is a scare quality, organisations have to pay more 
in terms of wages, salaries, and benefits, to acquire services of individuals who possess 
this ability. This explains why many large organisation have accounting manuals, 
personnel manuals, stores and purchase manuals, sets of rules and procedures covering 
almost all aspects, occasionally running into several thousand pages (e.g. PWD manuals), 
so as to get the most effective performance from employees at the lowest cost. 

However, their effectiveness, particularly in the present dynamic and ever changing 
environment, market competition, and increasing knowledge component, is of doubtful 
value. It is increasingly realised that rigid formalisation are becoming lesser productive 
and competitive. 

SAQ 2 
(a) What is delegation in respect of an organisation ? How is it related with 

decision making ? 

(b) Describe the three environmental conditions under which normally the 
decisions are taken. 

(c) Discuss the different dimensions of an organisational structure. 

(d) What do you understand by "degree of differentiation" ? 

3.5 ORGANISATIONAL CULTURE 
.a 

Organisation is a living organism. Certain patterns of beliefs, rituals, myths, symbols and 
practices develop over the years of its existence, some healthy while others pathogenic. 
These in turn, create common understanding and behavioural patterns in the organisation, 
commonly referred to as Organisational Culture. 

3.5.1 Characteristics of Organisational Culture 
On a broader basis, ten characteristics are identified to understand the culture of an . 

organisation. These can be listed as follows : 

Initiative 
The degree of responsibility, freedom and independence that individuals have in 
the organisation. 

Risk Tolerance 
The degree to which employees are encouraged to be dynamic, innovative, 
aggressive and risk seeking. 

Direction 
The degree to which the organisation creates clear objectives, and performance 
expectations. 

Integration 
The degree to which the units in the organisation are encouraged to cooperate in a 
coordinated manner. 

Construclio~~ 
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Management Commitment 

The degree to which managers provide clear communication, assistance, direction, 
transparency and support to their subordinates. 

Control 

The degree of rules, regulation, procedures, and the amount of direct supervision 
which are used to oversee and control employees' behaviour. 

Identification 

The degree to which members identify themselves with the organisation as a whole 
rather than with their particular work group or field of professional expertise. 

Evaluation S ys tern 
The degree to which the reward allocation (i.e. salary increases, promotions etc.) 
are related to a transparent, and objectivity based performance evaluation criteria. 

Conflict Tolerance 

The degree to which employees are encouraged to differ, airconflicts and 
criticisms, in an objective way. This should not be subjective based on personal 
bias and self interest. 

Communication Pattern 

The degree to which the organisational communications are restricted to the formul 
hierarchy of commands and feedbacks. 

These ten characteristics include both structural and behavioural dimensions. Most of 
these dimensions are closely interrelated with organisation design. Functional structures 
create cultures with more formal communication patterns than do simple or matrix 
structures. 

The organisational culture has common properties largely depending upon structure 
related parameters, but there can be subcultures in the organisation. Most large 
organisations have a dominant culture and numerous sets of subcultures. These 
subcultures reflecting common problems, situations or experiences of the members, can 
form vertically or horizontally. When one product division, or a set of functional 
specialists such as accountants, etc. have a set of common shared understanding a 
subculture can be generated. Subculture tends to be defined by departmental designations, 
geographical separation, functional specialisations, etc. These subcultures include the 
core values of the dominant culture plus additional values unique to the group. It is this 
"shared value" concept or aspect of organisational culture that makes it such a potent 
concept. 

A strong organisational culture is characterised by intensely holding the core values, 
clearly ordered and widely shared. More the number of members motivated to accept 
them, agree to their importance, and commit themselves to them, stronger the culture is. 

The top management and founder members of the organisation have a major impact on 
establishment and development of the organisational culture. Their leadership facilitate 
the composition of their vision on all members of the organisation. The culture originates 
from the interaction between the top management's biases, assumptions, contentions and 
commitinents with the employees. Employees observe management's behaviour, 
intention, transparency and treatment. These impressions establish norms of responses 
that filter down through the organisation. 

Another important factor in development and sustaining the organisational culture is the 
"socialisation". An organisation will be socialising its employees throughout histher 
career in the organisation. New employees typically undergo some form of orientation 
where they learn about how things are done in the organisation. The senior colleagues 
and supervisors become a sort of coach to guide and mould the new entrants. In addition, 
the stories, rituals, material, symbols, myths etc. circulated in the organisation reinforces 
positively or negatively the culture of organisation. Stories and myths are often told and 
retold in a narrative of events about the organisation's founders and top managers, about ' 

key decisions which have influenced the organisation's history, etc. They anchor the 
present to the past and provide legitimacy for current practices. 

3.5.2 Culture Change 
Clearly the organisational culture will have a profound influence on the quality and 
productivity of its employee and hence of the organisation. Thus, the management of 



organisational culture is very important. Managing it well may entail sustaining the 
present culture as well as inducing a change to better state. The undesirable aspects of it 
can be changed and improved upon. The existing culture may have been appropriate for a 
certain time and set of conditions or may have deteriorated over a period of time. It must 
be improved upon and changed to keep pace with time, particularly in the changed 
scenario of globalisation of market, liberalisation of economy with corresponding 
changes in government regulations, and economic shifts, exponential growth in 
knowledge and technologies etc. The unleashing of these rapidly changing and dynamic 
forces may well leave an organisation with an outdated cultulve which may even hinder its 
effectiveness and growth. The management will have to alter these factors that created 
and sustained the current culture and replace them with the new set of values and ethos 
which are in harmony with the changing environment. 

The fact that organisational culture is made up of relatively stable characteristics, evolved 
over a period of time, would imply that cultural changes are difficult to achieve. Strong 
cultures are particularly resistant to changes. For employees, to unlearn years of 
experiences and memoirs is a stupendous task. 

Hence, while it is theoretically possible to change the cultures, the time frame necessary 
to unlearn a given set of values and replace them with a new set, may be fairly long; too 
long in the present volatile environment to be effective. 

Following may be treated as the parameters of a culture change : 

Leadership Turnover 
Since it is top management which is the major factor in transmitting culture, a 
change in the organisation's key leadership positions is essential for the imposition 
of new values. The new leaderships must have a clear vision and commitment to 
the new set of values, and they must have sufficient power to enact their alternative 
vision. 

Life CycIe 
cult"ra1 change is much easier when the organisation is on transition from one 
stage of development to another. As the development stage changes, major changes 
are required and they are likely to be accepted easily. 

Organisation Age 
The younger the organisation, more rapidly it is likely to accept changes in values. 

Organisational Choice 
Changes can be implemented much easily in smaller organisations than in larger 
ones. It is easier to communicate with and motivate small group of employees. The . 
role models are more visible. 

Strength of Current Culture 
The more stronger the culture in an organisation, and more is the age of 
organisation, more will be difficult to change it. It can be termed as human inertial 
to change. 

Presence of Subcultures 
Heterogenity increases member's concern with protecting their self-interests and 
resisting changes. More subcultures present in the organisation, more will be the 
resistance to change. 

SAQ 3 
(a) What is organisational culture ?How is it developed in the organisation ? 

Discuss the important characteristics of any organisation's culture. 

(b) How does "socialisation" affect the organisational culture ? 

(c) Define culture change in context with an organisation. Also explain the various 
parameters of culture change. 

C O ~ S ~ N C ~ ~ O I I  
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PRODUCTIVITY 

3.6.1 Organisational Environment 
Organisational environment is defined as the forces, institutions and authorities that 
influences the performances of organisation but over which it has no or very little control. 
AIternatively, it can be defined as the universe minus the organisation under 
consideration. This environment could be (a) general, (b) industry specific, and 
(c) organisation specific. 

The general environment encompasses a wide spectrum of factors such as economical, 
social, financial, political and legal framework of the city, state and country in which 
organisation perform. Other factors could be ecological, environmental and cultural 
conditions of the region along with the infrastructure availability, and the availability of 
scientific, technical and managerial human resources. 

The industry specific environment is that group of outside agencies and conditions which 
are industry or organisation specific and is directly relevant to it in its performance. This 
environment is unique to the type of industry and organisation and changes with location 
and time. Typically, it will include the demand market, fluctuations in demand, 
consumer's preferences, input suppliers, human resources, competiting organisations - 
their strengths and weaknesses, regulatory agencies, city, state and country's rules, 
regulations and controls, labour unions, trade associations and consumer and public 
pressure groups. At any given moment of time, it is the part of environment with which 
the management is most concerned. 

The organisation's specific environment mostly depends on the domain it has selected. 
Change the domain and this specific environment changes. Domain refers to the claim the 
organisation stakes out for itself with respect to the range of products or services offered 
and markets served. It identifies the organisation's niche. 

There can be a vast difference between the objective or real environment and the one that 
the manager perceives. The difference is primarily due to the non-correlation between the 
actual environmental characteristics and the perceived ones. Unfortunately, it is the 
perception and not reality that influence the decisions of organisational designers. The 
effectiveness of design greatly depends upon the accuracy of this perception which 
depends on the background, education, capability and functional area of the individual. 

It may therefore be suggested that organisations construct or invent their own specific 
environments depending upon their perceptions. It is to be noted that characteristics of 
environment, whether general, industry specific andlor organisation specific are not 
deterministic in nature. The variations in its perception by individual manager further 
compound this uncertainty. Some organisations face relatively static environment at a i 
particular point of time characterised by absence of new competitors, no fresh I 

I 

technological breakthroughs, little consumer or public awareness etc., while other 
organisations are faced with a explosive, fastly changing dynamic environment, I 

I 
exponential growth of technologies breakthroughs, mushrooming of new competitors, 
fastly changing government regulations and enlightened consumer and public awareness. 
Construction environment is nearer to first perception while information industry is very 

1~ 
close to second perception. The higher the degree of environmental dynamics, the larger 
will be the uncertainty associated with it. It is this uncertainty which is a threat to 
organisation's productivity and even its survival. It is the endeavour of the manager to 

I 
minimise this uncertainty, or at least to minimise the effect of uncertainty on 

i 
organisation's performance. i 

Real life organisations are open systems. Not only they interact with their environment, it 
is essential that they interact for its survival and livability. The manages have to learn 

1 
develop the strategies for minimising environmental uncertainties and devise contingency I 

I I 

plan to meet the challenges of these uncertainties. 

3.6.2 Organisational Productivity 
Efforts have been made to identify the principal parameters of the "operating situations" 
of the organisation. This involves the interaction of the contextual elements of 
organisation (e.g. size, policies, culture, operating and information technologies, 
management, etc.) with environment (e.g. demand and supply market, relevant 
technologies, political, financial and socio-economical climate etc.). Contingency 



theories emphasise that the organisational form, structure and behaviour are contingent to Construction 

the environment as a guide to organisational efficiency. Every discipline in the Organisation Structure 

administrative sciences contributes in some way towards organisational efficiency. 
Marketing guide managers in increasing market share and demand and hence revenues. 
Financial management assists managers in making optimum use of funds invested, 
production and operation techniques help in designing, operating and maintaining 
efficient production processes. Management information system assists managers in 
obtaining constant information and feedbacks that can enhance the quality of decisions 
they make, thus, each is having an impact on organisation's efficiency. 

Organisational efficiency is defined as the degree to which an organisation realised its 
goals. This was a simplistic definition with many ambiguities. For example, the "goal" 
means what ?, the short term goals or long term, stated goals or actual goals ? Even each 
individual, subdivision or division in an organisation can have different goals. Since 
1970, many attempts have been made to study the organisational efficiency. The total 
output, unit output, profit, quality, turnover, morale, growth, flexibility, etc. are several of 
the parameters used to define the efficiency of the organisation. 

An organisation is by definition, created deliberately to achieve one or more specified 
goals, and hence, goal attainment is the most widely used criterion of effectiveness. It 
assumes that organisation has goals which are well defined, understood and identified and 
there is a general consensus about these goals in the organisation. Once identified, a 
measurable criteria is to be devised to ensure that these goals are achieved. For instance, 
if the consensus goal is profit maximisation, measures such as return on investment, 
return on sales or some such numerical measure has to be selected. Management by 
Objectives (MBO) is the direct outcome of this approach. 

Organisations can be considered as a system. They require inputs, engage in 
transformation processes, and generate outputs, while interacting with the environment. 
Diagrammatically they can be  represented as system model as shown in Figure 3.2. 

ENVIRONMENT 

TRANSFORMATION 

Figure 3.2 : System Model 

The goal attainment approach concentrate only on the output as goal attainment, which is 
only a partial measure of efficiency. In system approach, end goals are not ignored but 
they are considered only as one of the element of a more comprehensive criteria. It also 
takes into consideration the ability to acquire input resources, the quality of 
transformation system, and ability to maintain itself as a productive social organisation, 
and its capability to interact successfully with the external environment, thus, maintain 
stability and balance along with the growth. 

SAQ 4 
(a) What is organisational environment 7 Describe its various types. 

(b) Explain the system approach of organisational productivity. 

3.7 ORGANISATION DESIGN 

Having studied the basic parameters of an organisation, the next step is to design the 
organisation. An intelligent approach to design of a new organisation or re-engineering of 
an existing organisation, should preferably be based on at least seven independent 
variables or complexity parameters. 

=. . 
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The seven independent variables are listed by Peter and Waterman (1982) as follows : 
(a) structure, (b) strategy, 

(c) systems, (d) skills, 

(el style, (f) staff, and 

(g) shared values. 

These have already been discussed in previous sections. As pointed out, the productive 
and efficient organisation must continually respond to any sort of change in environment 
Tools of management cannot be a substitute for thinking and analysis cannot replace 
action. The emphasis in designing the organisation shall be on THINK and ACT. 

Excellent organisations will respond to complexity and uncertainty with flexibility. The 
flexibility of organisation can be looked upon as administrative version of 
experimentation. Unfortunately, professionalism in management is equated with 
rationality. It seeks detached analytical justification for all decisions which attempts to be 
precise about the inherently unknowable. Analytical tools should be used only to assist 
and not substitute action. 

The rules and tools of analysis appear to minirnise risk, but unfortunately they seem to 
minimise action also. To be narrowly rational is often to be negative. Just as bureaucracy 
emphasis too much for the obediences to rules, regulations and procedures; modem 
management tools, heavily stress on following the analytical tools. Both the systems 
appear to discourage experimentation and abhors mistakes. This anti-experimentation 
leads to over-complexity and rigidity. The excellent organisation is inherently a flexible 
one, it tolerates a reasonable number of mistakes. Advancement can take place only when 
new ideas are experimented and achieved. 

Flgure 3 3  : 7-S Framework oPOrganlsntlonal Design 

Along with bigness comes complexity unfortunately. The organisations respond to it in 
kind by designing the complex systems and structures. More staff is hired to keep track of 
all these complexities, compounding the mistake. It is in tune with the nature of people in 
an organisation, to keep the things as reasonably simple as possible, understandable for 
tens of hundreds of persons in organisations who must make things happen. 

During the past decade or two, there has been a so-called hidden revolution in the 
development of new organisational structures. It is increasingly realised that 
organisations must be dynamic in nature, capable of rapid restructuring according to 
changing environmental conditions like increasing competitiveness, market globalisation 
or technology upgradations. 

Wallace identifies four major factors that caused the onset of organisational revolution. 

The technology revolution, 

Competition and profit squeeze, 

High marketing cost, and 

Demand unpredictability. 



We can identify at least five general indicators that exhibit the need to restructure the 
traditional organisational form. These are as follows : 

The technical skill is adequate but projects are unable to meet the time, cost or 
quality requirements. 

* There is high commitment to get the work done, but there is high fluctuation in 
meeting the performance specifications. 

* Expert specialists in the project feel exploited and misused. 

Technical subgroups or individuals blame each other for failure to meet targets 
or quality specifications. 

Projects keep the time and cost targets but groups and individuals are not 
satisfied with the achievements. 

The organisational system consists of the both human and non-human inputs. The human 
resources is represented by personnels, their individual and group behaviour while the 
technical non-human resource include technology, materials and machinery necessary to 
perform a task. There cannot be an ideal structure which can ensure effectiveness in all 
types of organisations and their functioning or even in a particular organisation in all its 
different stages of development. Organisational structures are dictated by such factors as 
technology and its rate of change, complexity, resource availability, product andlor 
service required, competitions, and decisiop'making requirements. There is nothing like a 
good or bad organisation, there are only p6propriate or inappropriate ones. 

For each of the organisation structure discribed in Section 3.8, merits and demerits are 
listed. Many of the demerits arise due 16 possible conflicts in authority, responsibility and 
accountability as described in Section 9.7.2. 

3.7.1 Organisational Restructuring - The Need 
The organisational restructuring is a very sensitive issue. Even the most elementary and 
simple change can produce major behavioural changes. For example, lengthening or 
shortening of the span of control, additional input of knowledge andor technology, 
creation of a new position, centralisation or decentralisation of decisions etc. can result in 
major socio-technical changes. 

For ensuring an effective change in organisational form, Argyris has suggested that the 
basic requirements are 

(a) continuous and transparent interaction between individuals and groups, 

(b) free, reliable and realistic communication, 

(c) freedom to work for individual and group cohesiveness, 

(d) cooperation, trust and risk tolerance, and 

(e) identification of conflict, and its management at the earliest. 

As against these requirements, the adaptive behaviour indicates a tendency of individual 
survival, and lack of risk taking. People tends to identify themselves with success and 
shift the responsibility of failure on others, making the organisation rigid and 
uninnovative and hence less effective and committed. 

Thus, any organisational restructuring has to be a compromise between the behavioural 
science and tradition. The need of the company as well as that of individuals in it must be 
considered simultaneously. A poorly restructured organisation is even worse. 

There are a variety of methods of restructuring, depending upon the human resource, 
product/service lines and management's philosophy in the organisation. Three important 
tasks must be considered to start with, i.e. (a) Control, (b) Integration, and (c) external 
relations. 

Control is of prime importance if the organisation is highly sensitive to environment. 
Integration is prime if it have multiple products, each requiring high degree of 
engineering. For situations where the tasks are repetitive and labour unions are Strong, 
external relations predominate. 

Sadler has prepared a check-list of questions to be answered while deciding the form of 
the organisation. They are as follows : 

To what extent does the task of organisation calls for close control ? 

Construction 
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will be the effect of control machination on their performance and motivation ? 

What are the natural social grouping ? And to what extent these are important 
for motivation performance ? 

* What aspects of activities needs to be closely integrated ? 

What organisational measures can be developed to provide an adequate 
control and integration of work activities, while meeting the needs of the 
people ? 

What environmental changes are likely to affect the future trend of market 
behaviour and organisations operations ? What measures can be taken to 
insure the effective response ? 

The response to this check-list is a matter of the judgement by organisational managers. 

3.7.2 Work Flow 
Whatever organisational structure or form is finally proposed, it is necessary to develop 
formal channels of communications so that each individual has a clear description of the 
authority, responsibility and accountability necessary for the smooth flow of work. It is 
essential here to clearly define these three important terms. 

Authority 
It is the power granted to individuals by virtue of their position so that they can 
make final decisions for others to follow. 

Responsibility 
It is the obligation incurred by the individuals in order to effectively perform the 
assignments. 

Accountability 
It  is the state of totally answerable for the satisfactory completion of a specific 
assignment. 

Accountability is the integration of authority and responsibility. A person cannot be held 
accountable just through responsibility, if proper authority is not delegated to him. This is 
the major bottleneck and flaw in thinking of most of the executives who consider persons 
totally accountable through responsibility alone. 

The authority and responsibility can be delegated downward to lower levels but the 
accountability rests only with the individual. Along with these clearly definable divisions 
of authority, responsibility and accountability, trust is the key to success of any 
organisation, It alone can overcome any conflict in the organisation arising due to 
authority, responsibility or accountability. 

(a) Describe the seven independent variables or complexity parameters of 
organisational design. 

(b) Discuss some of'the indicators exhibiting the need of restructuring the 
traditional organisational form. 

(c)  "Accountability is the integration of authority and responsibility." Comment in 
context of work flow of an organisation. 

- - 

3.8 ORGANISATIONAL FOR* 

As mentioned earlier, an organisational form is a configuration of authority given to a 
body of people to provide direction. Organisation forms vary from centralised functional 
form on one extreme and a highly decentralised pure product (or project) form on the 
other end; there are many matrix-types organisational forms exist in-between. 



3.8.1 Traditional Form ConstrucUon 
OrganiaaUoa Structure 

Over the centuries, the organisational forms have been developed based on traditional 
management requirements. 

The changes in technology, market environment, knowledge explosion and 
consurner/shareholder demands have created strains in the traditional organisational 
forms. The classical management structure which can be satisfactory for control and 
minimisation of conflict, will be something like as shown in Figure 3.4. ' 

F HEAD QUARTER 

ENGINEERING OPERATIONS FINANCE ADMINISTRATION MARKETING 

lqpp*GoN 

L DEPARTMENTS 

FUNCTIONAL 
RESPONSIBrn  
SECTION 
SUB-SECTION 
OPERATIONS 

Figure 3.4 : Treditionnl Management Tree 

As the technology changes, knowledge expands, and the organisation grows, managers 
found that organisational activities are not being integrated properly and effectively, 
quality and productivity are not being controlled effectively and that new conflicts are 
arising in the well establish formal and informal channels. Search for more innovative 
organisational forms began to alleviate the integration and conflict problems. But before 
any attempt is made to search the new form the merits and demerits of traditional form 
must be discussed thread bare. 

As is clear from Figure 3.4, the Chief Executive Officer (CEO or GM) has all the. 
functional entities necessary to design, construct, develop, market and maintain a 
product/service. Each such component termed zone or division has a Divisional 
Executive Officer (DEO). Each such division has a strong.concentration of 
specialists/experts in its basic functions. Functional Managers (or DEO) can hire a wide 
variety of specialists and provide them with easy definable paths of career profession, and 
clear cut responsibilities, authorities and accountabilities. The functional managers have 
their own budgets approved by CEO and have absolute control over it. Depending upon 
the characteristics and requirements of each function, the divisions establish several 
departments, sections and subsections in the form of an inverted tree as shown in 
Figure 3.4. 
Both the formal and informal organisations are well established. The levels of authority, 
responsibility and accountability are clearly defined. Each person in the organisation has 
to report only to one individual, communication channels are well structured. 

Pointwise advantages can be listed as follows : 

Easier budgeting and cost control, 

Better technical control and monitoring, 

- specialists can be grduped to share knowledge and responsibility 

- personnel can be used on many different projects hence better utilisation 
of human resource 

- all projects will benefit from most advanced technology, e.g. a better 
utilisation of technology resource 

Flexibility in the use of manpower and a broad base to work with, 
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Continuity of the functional disciplines, policies, procedures, rules and 
regulations. Limit of authority and responsibilities are easily defined and 
understood, 

It is compatible with mass production activities within established 
specifications, 

Better human resources controlling and monitoring. Each person has to report 
to only one individual, 

Communication channels are vertical and well established, and 

Depending upon the properties of functional managers, quick reaction 
capability can be established. 

However, because of this predominantly bureaucratic structuring, there is a demerit 
associated with each of the merit cited above. There is no strong central authority 
responsible for the entire operation or project and hence a tendency to shift responsibility 
on each other. The strong tendency in such organisation is that upper managers corner all 
the glory of a successful task and shift the complete responsibility of blame on lower 
levels for any failure. Because of absence of strong central authority, it becomes difficult 
to integrate the activities requiring cross functional interaction. Top level executive gets 
involved with the jobs of even daily routine nature. Conflicts galore as each functional 
group strive for more power and preference above others. The stronger functional group 
dominates the decision making process which may be detrimental to the overall quality 
and productivity. The functional groups tends to favour what is the best for their 
functions rather than what is the best for the organisation. In addition, because of 
bureaucracy and single line vertical communication, the decision making process is slow 
and, tedious. 

The response to the customer1consumer need are to be processed through upper level 
management which communicate it through the vertical chain of command to the 
functional executives. Hence, the response time becomes a very slow and sluggish 
process. Any information has to be filtered through several layers of management levels. 
If the problem solving requires coordination which cross functional lines, that additional 
lead times creep in. Most of the time, the response to a problem of a site takes so much 
time that the relevance of solution is lost by the time the response decision filters back to 
the site. 

Hence, completion of project within the scheduled time becomes impossible, without 
continuous involvement of top level management. 

Following is the pointwise listing of the demerits : ! 

No one individual is directly responsible for the total project, 

* It does not provide the project oriented emphasis necessary to accomplish the 
project tasks, 

Coordination becomes complex - additional lead time is required for approval 
of decisions, 

Crisis response time is large - the information flow for decision taking has to 
be filtered through several layers of management and back, and takes so much 
time that its relevance is lost, 

Decision taking process is long, tedious and complex - it normally favours the 
strongest group in the organisation, 

There is difficulty in pinpointing the responsibility - normal personnel in the 
organisation prefer it as failure tolerance in minimal is such organisations, 

* Motivation and innovation do not find preference in  such environment - 
productivity is low, and 

Ideas tend to be functionally oriented with little consideration for on going 
projects or on overall organisation. 

Finally, on the basis of analysis of merits and demerits of traditional organisational form, 
it is concluded that 

* Traditional organisation tends to emphasis separate functional eIements at the 
expense of whole organisation, 



There is no authority who can effectively integrate the various functions of an 
organisation and monitor them from "overall" system point of view, 

Functional relationship based on vertical hierarchy is overemphasised, 

They tend to fragment other management processes, develop strong resistance 
to change and tend to be closed system, and 

Functional segregation through the formal organisation process encourages 
conflict among the various functions. 

3.8.2 Process of Development of New Forms 
While listing the merits and demerits of traditional organisational form, we can observe 
that critical activity for productivity in organisation is the Ynterfacing between different 
functional units". Because of the complications in this interfacing, new methodologies 
are being developed to coordinate the flow of work and information between different 
functional units without basic changes in existing organisational structures. 

This smooth and effective interfacing is sought to be achieved through various integrating 
mechanisms. Galbraith has listed five such mechanisms, i.e. 

Rules and procedures - Bureaucratic procedure 

Planning processes - Managerial procedure 

Hierarchical referral - Administrative approach 

Direct contact - Behavioural science approach 

Liaison-development - Business approach 

The conflict between different functional unit was tried to be resolved by specifying and 
documenting new rules, regulations and procedures. This is a typical bureaucratic 
approach of problem solving, normally preferred in government and semi-government 
organisations. It is based on the assumption that the actions of functional personnels are 
predictable and repetitive irrespective of variety in projects. The behaviour of individuals 
can thus be easily integrated into the flow of work with little, if any, lateral 
communication requirements. In most of the organisations, this approach proved 
ineffective. The work manuals become,more voluminous and bulky, still leaving the 
interpretation of rules subjectively by personnels in shifting the responsibility rather than 
problem solving. 

The other approach of conflict resolution was to minimise the requirement of lateral 
information flow by planning the job in much more detail. It attempted to involve 
functional representation'at all stages of planning, scheduling and budgeting. The 
functional unit executives, did not delegate these powers to lower level managers. Hence, 
any problem solving exercise involved a joint meeting of different functional executives, 
which again made decision making a time consuming, slow and tedious process. This is 
another form of bureaucratic abproach of "taking decisions through committees". The 
crisis response period was obviously large here also. 

The third approach is a typical administrative approach. Since the continuous conflicts 
and struggle for power between functional units required involvement of upper level 
management at every stage, the conflict resolution through this hierarchical referral, 
though time consuming is found to be effective for routine problems. However, problems 
resulting from situations of non-routine or unpredictable nature or problems for which no 
policy or procedure existed, posed a further problem. Such conflicts become chaotic in 
environment of "going by the books". 

In the forth approach, to alleviate problems of hierarchical referral, upper level managers 
try to resolve all conflicts at the lowest possible level by direct contact and interaction by 
functional managers at all levels. But the quantity of conflicts forced key personnels to 
spend a great part of their effective time in acting as arbitrators rather than as managers. 

In the fifth approach, an additional department was sought to be created for conflict 
resolution only. All the conflict situations were now referred to this department which 
sought to resolve them by liaisoning between different functional units. 

However, inspite of the above referred corrective measures, it was felt that traditional 
organisation remains ineffective in most of the cases, primarily because still there was no 
focal personnel to ensure integration of all functional activities. 

I-.. ,. 3$?\ ,:,, ,,* .* " .,.. 
., , . 

L 

Construction 
Organisation Structure 



Construction 
Organlsation , 

Departmental Project Teams 
Based on the experience of different corrective measure undertaken to reform the 
traditional ~r~anisational form, particularly for construction and similar services of 
"one off' nature, it was strongly felt that there shall be a central authority who can 
coordinate the functioning of different functional groups by a process of proper 
integration. This focal authority was termed as project manager. The focal power 
points in organisation preferred to keep the project manager (or project leader) at 
the lowest possible management level. 

As a first step, it was attempted to have project coordinators in each functional 
department as shown in Figure 3.5. The technical and other personnels at section 
level were chosen and temporarily assigned to this project coordinator and returned 
to their parent sections after completion of project or when the demand in parent 
section became pressing. This arrangement worked well for coordinating and 
integrating work in one department, however, when activity requirement spilled 
over more than one functional unit, interdepartmental conflicts were created. 
Under such circumstances, the department most involved in the project is preferred 
and its head becomes the project manager. This structure works best in small 
organisation where minimal cross communication is necessary. 

Division Manager T 

PROJECT 
LEADER 

SECTION 
LEVEL 

SECTION 
LEVEL 

SECTION 
LEVEL 

Figure 3.5 : Departmental Project Management 

Project Task Force 
The task force concept was next in the line of development of a construction 
organisation form. The basic assumption here is integration could be achieved if 
each functional unit placed a representative on the task force. 

This integrated group can then j intly resolve the conflicts as they occur during the 
execution. Decision can thus be 'L en at the lowest possible level smoothening 
information flow and cutting the delays, through meetings of the task force. , 

Integration and coordination, however, still remained a problem in the absence of 
clear specification of authority relationships. Without formal project authority 
relationship, task force members maintained loyalty to their functional 
organisations at the cost of project productivity. Hence, the task forces were found 
to be grossly ineffective on long range projects. 

Liaison Department 

The next stage of development was establishment of liaison department as 
recommended by Galbraith, particularly in engineering divisions of a construction 
organisation executing multi-projects with high level of technology. Its function 
was to handle cross functional transactiolis, the work and information flow, so that 
all departments work towards the same goal. I t  is a scale up concept of the project 
coordinator within a single department with its authority extending to the outer 
boundaries of a division. Presently, liaison departments are synonymous with 
project engineering or system engineering departments having the authority over 
the entire organisation. 



3.8.3 Line Staff Organisation 
Based on the experience gained in improving the efficiency of the traditional 
organisational form, it was soon realised that for better quality, efficiency and 
productivity, the control of the project must be in the hands of personnel who are 
dedicated to and are loyal to the particular project till its completion. The project manager 
must be independent and free from any controlling influence of the functional managers. 
The result was the development of the Line Staff Organisational Form (Figure 3.6). 

Division Manager 

Department Mannger Department Manager 

Rgure 3.6 : Line StafP Organisation 

In one development, the project manager acting simply as a centre of information and 
activity control. Its basic duty was simply to keep the division manager informed about 
the progress of the project and motivate the managers to complete activity within 
stipulated time and cost. As Galbraith pointed out, these project managers had no formal 
authority and hence, their efficiency purely depended upon their technical competencr, 
and interpesonnel skills. Both he and the functional managers reported to the same 
individual. Work assignments and merit reviews of the sections were continued to be 
made by functional managers. There was much resistance to the delegation of authority to 
the project managers. 

In further development, more authority was delegated by divisional engineer to project 
managers. He now could assign work to individuals in the functional departments. 
Additional conflict could develop because functional managers are now forced to share 
authority with the project managers. 

3.8.4 Pure Project *arm 
The pure project form of organisation as shown in Figure 3.7 is the creation of 
independent division within a division. In this, during the continuation of a project, the 
work environment is stable, information flow is smooth and conflicts are minimum. The 
situation remains same as long as there is a continuous flow of projects. 

One individual, the project manager maintains the complete authority over the entire 
project. He alone assigns the work and reviews the merit of all personnels working on the 
project. Strong information flow channels exists with rapid response time because each 
individual reports only to one person. 

General Manager G=' 

Departments Departments Departments 

. Flgure 3.7 : Pure PraJect Form 

Other advantages are that lead times are minimised, and trade-off decisions could be fast. 
In this, interface management is conducted at project m.anager level, permitting upper 
level management to spend more time on executive decision making rather than bagged 
down in conflict arbitration. However, the cost of maintaining the organisation in pure 
project form is heavy. Individual personnel, particularly costly area experts cannot be 
shared between different projects. While they remain underutilised on a single project and 
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continue to be attached to one project even long after their utility in the project is 
reduced. This is particularly due to the fact that once a personnel is relieved from a 
project, it may become impossible for the project manager to get him back in future. As 
each project is nearing completion, people become uneasy, because of the possibility of 
layoff as has happened in large river valley. projects in India. 

Thus, in a pure traditional structural form, technologies are well developed but cost and 
time overruns are very frequent and hence, have low productivity, while in a pure project 
form, the schedule and cost limits were maintained with higher productivity but 
technology suffered. Without strong functional form, which maintain interactive technical 
communication, technology advancement takes a back seat reducing competitiveness of 
the organisation in the competitive market. 

Another major disadvantages of the pure project form is inefficient control of facilities 
and equipment. The most frequent conflict occurs when two or more project require the 
use of same equipment or facility simultaneously requiring hierarchical referral. Upper 
level management is required to assign priorities to such projects. 

'The point wise merits and demerits of Pure Project Type organisation plan are as follows : 

Merits 

(a) Strong control through a single project authority - Project personnel work 
directly for the project manager, 

(b) Strong communication channels, smooth work and information flow, 

(c) Rapid response time to crisis feedback, cut down delays, 

(d) Flexibility in determining, time schedule, cost limits and performance trade offs, 

(g> 
Demerits 

(a> 

Interface management is easier as unit size is decreased, 

Expert staff can be continually maintained at project site without sharing key 
personnel, and 

Upper level management has more free time for executive decision making. 

Duplication of efforts, facilities and personnel - inefficient usage of costly 
resources -Cost of maintaining this form may become prohibitive, 

Technology suffers - No perpetuation of technology or interaction. Low 
motivation for technology advancement or innovation may result in loss of 
competitiveness, 

Lack of opportunity for technical interface and interchange between projects for 
overall quality and productivity of the organisation, and 

Lack of caieer continuity and enhancement opportunities. 

3.8.5 Matrix Organisational Form 
Attempts are therefore made by experts in the design of organisations to combine the 
advantages of both the'pure functional structure (traditional) and pure project structure. 
This resulted in development of matrix organisational form (Figure 3.8) which is most 
suited to construction and other such project oriented industries. 

Since each project is a potential profit centre, the power and authority of project 
managers come directly from the general manager. He is totally responsible and 
accountable for the project success. Functional departments are responsible to maintain 
technical excellence. A unified technical information base is maintained and made 
available and exchanged for each project. Functional departments are expected to keep 
track of latest technical advances in the industry. 

Thus, while a project management is a "coordinative" function, a matrix management is a 
"cooperative" function. In matrix organisation, both vertical as well as horizontal 
coinmunication and information channels must exist for decision making. The horizontal 
line must be permitted to operate as a separate entity except for administrative purpose. 
All managers, functional and project, must have an input in the planning process, And a 
quick and efficient conflict resolution mechanics must be constituted. 

The basis for matrix concept is an attempt to create synergism through shared 
responsibility between project and functional management, there shall be a base of 
mutual understanding between the two. Since both maintain some authority, 



responsibility and accountability on a project, they must continuously negotiate, The 
process is more behavioural than quantitative, the inter-personnel and communicati.ve 
skills are of paramount importance. 

I General Manager ( 

Functional Deptt. - A Functional Deptt. - B Functional Deptt. - B 

Project 
Manager Y 

PROJECT RESPONSIBILITY -----I-+. 

Figure 3.8 : Pure Malrix Structure 

Problem solving will be a fragmented and diffused process. There exists a tendency to 
seek solutions and to identify the problems in terms of duties of the particular unit rather 
than looking beyond it in the context of entire organisation. Such "tunnel vision" can 
exist at all levels of management. It is, therefore, inevitable that conflicts occur between 
functional and project managers. The individuals placed at the interface positions, thus 
become critically important. They have to convince both the functional and project 
managers to communicate with each other to resolve the problem. 

The point wise merits and demerits of Matrix Organisational Form are listed as follows : 

Merits 

(a) Project manager has total control over all resources, including cost and 
personnel, 

(b) Rexibility in having independent policies and procedures for each project 
according to its needs and requirements, 

(c) Rapid response to crisis situations and other feedback possible thereby 
increasing productivity and improving performance, 

(d) The functional departments exist primarily to support project, 

(e) The continuity of employment of personnel is ensured hence they can be better 
motivated -Key experts and resources can be shared minirnising their cost - 
Knowledge is available equitably on all projects, and 

( f )  Authority, responsibility and accbuntability are shared. 

Demerits 

(a) Multi-dimensional work and information flow, 

(b) Continuously changing priorities, 

(c) Potential for continuous conflict and its resolution requirement, 

(d) Each project is organised and managed independently hence, duplication of 
efforts may occur, 

(e) Power struggles - horizontal Vs vertical hierarchy, 

(f) Confusing the matrix with group decision making, 

(g) More administrative personnel required - Too.many people involved in 
decision making, and 

(h) Long range goals, human resource training and R & D efforts suffer. The 
overall organisation may become non competitive. 



Construction 
Organisation 

It should be noted that with proper top level executive planning and control, which is . 
only possible in this organisational form, most of the above disadvantages can be 
eliminated. The matrix organisational form is most complex of all organisational forms. It 
is extremely important that the authority and responsibility of each manager be clearly 
defined, preferably in writing, understood and accepted by both functional and project 
personnel. Careful consideration must be given as to where and how the matrix 
organisation fits into total organisation. Development of sub-matrix organisation in a 
matrix organisation shall be avoided. 

3.8.6 Matrix Form Modifications 
Normally, in a matrix organisation, project manager directly reports to general manager. 
This form is suitable for relatively small and medium size construction firms having 
minimum number of ongoing projects at a time. GM directly interacts with project and 
functional managers. He has enough time to coordinate and resolve conflicts between 
project and functional managers and between managers of different projects. 

As the organisation grows in size and number of projects, a new position of Director of 
Projects is created to administer all project management. The subdivisioning of functions 
become necessary in order to control large projects. For large projects, Matrix layering 
can be tried. It is defined as creating a matrix within a matrix. For example, we may have 
an overall organisational matrix and each division or department can have its own 
internalised matrix. Matrix layering can be formal, informal or a mix of formal and 
informal organisation units, e.g. workflow matrix, authority matrix, information f l o ~  
matrix, leadership matrix, reporting matrix, design matrix and construction matrix etc. 

3.8.7 Adhocratic Structure 
In contrast.to formal organisational structure forms discussed above, another form is 
becoming popular in current external environment of knowledge explosion, rapid 
advancement in technology with reducing useful life spans and highly cut-throat 
competitiveness. These are termed adhocratic ~~ganisational form. 

Adhocratic organisation have no entrenched hierarchy, no permanent departments, no 
formalised rules and procedures. At best it is a central pool of expert talent drawn to 
innovate and solve the concurrent unique problem. It is a team of area specialists grouped 
together in a highly flexible form that have few (if any) rules, regulations, procedures or 
routines. Power and authority flows to any one in the adhocracy depending upon talent 
and expertise regardless of histher position. Coordination between team members is 
through mutual understanding and adjustment. As conditions change, so do the activities, 
leadership, authority and power. 

The adhocratic organisation is characterised by high horizontal differentiation, low 
vertical differentiation, low normalisation, high decentralisation, greater flexibility and 
responsiveness. High horizontal differentiation is due to the fact that the team has 
predominantly the area experts with a high level of expertise. Vertical differentiation is 
low because multi-level administration is non-conducive to rapid adaptability to changing 
situations and the need of supervision is minimal. 

The objective of flexibility deminds the absence of normalisation and standardisation. 
Rules and regulations (if any) tend to be loose and unwritten. Decision making in 
adhocracy is decentralised, It is necessary for speed and quick response to feedback. 
Upper level management cannot be expected to process the decision of experts, nor do 
they have the expertise to do so. Since middle managers supporting staff and operatives, 
all are professionals with high expertise, the traditional distinction between supervisors, 
operatives, line and staff becomes blurred. 

The history of adhocracy can be traced back to World War II, i.e. development of task 
forces. The military created adhoc teams for special tasks which were disbanded soon 
after task completion. There was no rigid time span for their existence. Rules performed 
in the team by different members were interchangeable. Depending upon the nature and 
complexity of mission, the group had the flexibility of division into sub-groups, units and 
the subunits each responsible for the different aspectstjobs of the combined mission. 
Even after fifty seven years since World War 11, the relevance of adhoc teams has not 
diminished. Rather it has increased when it is required that the organisations has to be 
adaptive, innovative and creative, when individual expert specialists from diverse 
disciplines are required to collaborate to achieve a common mission and when tasks are 
highly technical, not programmed, complex and uncertain, , 



Conflict is a natural constituent of adhocracy as there is no clear-cut boss-subordinate 
relationship. Ambiguities exist over authorities and responsibilities. It can create 
psychological stresses and tensions in its members. The adhocracy is associated with 
strategies of change, diversity and high risk. The environment is highly dynamic and 
complex. 

3.8.8 Selecting the Organisational Form 
The construction organisation design is developed due to the need to develop and produce 
complex and/or large projects in the shortest possible time at minimum cost with 
specified and required quality, and anticipated performance. It is realised universally 
beyond doubt that traditional organisational structures like simple, bureaucratic and 
professionally bureaucratic no longer allow effective. rna+agement in the contemporary 
environment particularly for construction industry. 

Construction industry particularly deals with projects in which some projects last for only 
I a few weeksimonths while other takes several years. Before deciding the type of form 

best suited in a particular case, one has to undertake a critical study. Broadly speaking, 
organisation of construction involves following three basic activities : 

(a) Planning and design, 

(b) Execution of construction, and 

(c) Inspection and quality control. 

At the beginning of search for organisational form, one has to decide which is the area of 
action of the proposed firm. Each area of action has different organisational structure to 
effectively carry out the job selected. Unfortunately, in most cases, the objective is not 
clear. As a result, large project teams are selected for small projects whereas these could 
have been handled more productively and quickly by some other structural form. All 
structural forms have their merits and demerits and there is no clear cut criteria by which 
a particular form can be selected for all the coqstruction operations on all type of projects. 

An undertaking or a firm may be speciaIising in any one or moie of the above operations 
v o r  it may be large enough to incorporate all these aspects. The design and planning 

agency is involved in all the activities associated with construction prior to its execution. 
It involves the need analysis of the particular project/projects and its selection by demand 
survey and costlbenefit analysis. For a needed project, it then undertakes the feasibility 
analysis, detailed architectural, structural and constructability requirement, specification 
decisions and method statements, contracts, possible and feasible schedule of works, time 
and cost goals etc. 

Execution agency is responsible for construction of the project in a construction contract. 
It is a process which convert various inputs into a product for satisfying the perceived 
need of the client. Quality is specified as. the satisfaction of the stated or complied need, 
not only of the owner who pays the cost but also the needs of the end user. Whereas the 
owner should be assured of the adequate returns on the investment, the user should also 
b e  ensured of the required serviceability, functional use and safety. 

The inspection executive carries a great responsibility particularly in contemporary 
construction environment in India. He becomes the trusted representative of the owner 
which is  government in most cases. He guides the construction process at various stages 
and fore plan for impending difficulties and play the multiple role as an administrator, 
coordinator, mediator and an engineer. 

All  the three, planning and designing agency, construction firm and inspection agency 
have to work in perfect harmony on a construction project for better quality, productivity 
and efficiency. Heince, a project management type organisation with flexible matrix form 
may be considered to be the best suited for construction industry in which various area 
experts have a higq degree of horizontal interactions. 

Four following fundamental parameters must be analysed while considering 
I implementation of a project organisational form : 

Integrating devices, 

Authority structures, 

Influence distribution, and 

Information system. 

Co-mtruction 
Organisation Structure 



Construclion 
Organisation 

Project management is a mean of integrating all company efforts for different areas of 
operations particularly research and development, by selecting an appropriate 
organisational form. 

Informal integration is good but it works only if the effective collaboration between area 
experts can be achieved. Without any clearly defined authority, the role of integrator can 
simply be to act as a mediator of conflicts and a mean of exchange across the interface of 
different functional groups. With the increase in the size of organisation, a formal 
integration position must exist. 

Not all organisation need a pure matrix form. For smaller firms, the integration can be . 
achieved simply through the scaler chain of command, depending upon the size of 

' 

organisation and nature of project. Unfortunately, integration and specialisation appear to 
be diametrically opposite. The dual needs of specialisation and coordination are seen as 
inversely related as a centralisation-decentralisation dilemma. Greater need for 
specialisation leads to inore difficulty in coordination between differentiated units. Firm 
must select one of these dimensions as primary and the other two into subordinate units 
further down the pyramid. The appropriate choice of primary, secondary and tertiary 
dimension is largely based upon the strategic needs of the enterprise. 

Top management must decide upon the authority structure that will control the integration 
mechanism. The authority structure can range from pure functional authority (traditional 
management) to project authority (pure project management) and to dual authority 
(matrix management). From a management point of view, organisational forms are often 
selected based upon how much authority the top management wishes to delegate or 
surrender. 

Integration of activities across functional boundaries can be accomplished by influence, 
including participation in budget, design, unit set-up and salaries etc. It can cut the red 
tape and bureaucratic hold-ups. 

Information systzms also play an important part. They must be designed to get the right 
information to right person at the right time in a cost effective manner. The organisational 
form selected must facilitate and support the flow of information through the 
management network. 

3.8.9 Construction Organisation 
As discussed in Section 3.8.8, the organisation of construction activities are grouped into 
three basic areas of operations : 

(a) Expert Design and Specialist Consultants, 

(b) Construction Executing Agencies, and 

(c) Inspecting Agencies. 

Expert Consultants 

The structuring of these organisations is professional bureaucratic type". The rapid. 
advancement in technology and the knowledge explosion of recent times require 
the involvement of high level of specialised expertise in many sub-areas. 
Obviously, the services of expert specialists are costly. Even big organisations 
found it difficult to maintain the sources of all expert specialists required on a 
permanent basis. They prefer to hire their services for the specific job and duration. 

The power and authority in this structure rests with the operating set of core 
experts because they have the critical skills required by the project. The required 
autonomy is provided to them and other area experts through decentralisation to 
make innovative use ~f their skills and expertise. The supporting staff, though a 
part of the structure, plays only the subordinative role. The top management has to 
grant considerable degree of authority and autonomy to the operating core group. 
The core group and expert consul$ints can be architects, structural designers, soil 
and foundation experts, services specialists, finance and accountancy specialists, 
planning and scheduling experts etc. 

The owner may constitute a core group in the organisation structure or may 
appoint a single consulting firm or a team of independent specialists consultants. 
The coordination and conflict resolution between various independent area experts 
will be-a major task of project administration. The typical structure of a 
consultant's organisation could be as shown in Figure 3.9. Each area expert is 
given the authority and responsibility for providing, supervising and executing the 



specified function only. The supporting staff, e.g. draftsman, computer operator, 
steno, account clerks etc. and other such supporting service providers report to 
several supervisor for different work segments. 

I GWCEO 1 
I 
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SUPPORTING SERVICES 
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Figure 3.9 : Professional Bureaucratic Structure of a Consulfancy Orgsnlsation 

The main drawback of such form is its conflict prone nature. Other contingency 
factors are; technology, size and environment. However, for project productivity, 
this adhocratic structural form of expert consultants is preferred. This has no 
entrenched hierarchy, no formalised rules and no standard procedures for the want 
of high degree of flexibility. 

The key difference between professional bureaucracy and adhocratic form of 
consultancy organisations is that though both employ q e a  experts, in former form, 
the problem is immediately classified and categorised as soon as it appears, While 
in the later, specialists interact to find an innovative and novel solution. The 
.decision making is done here by a decentralised team of professional experts. The 
advantage of adhocratic form would be that it results in a central pool of expert 
talents that can be drawn from different sources to innovate, solve unique problems 
and perform flexible activities. The typical structure is shown in Pigure 3.10. 

Flgure 3.10 : Adhocratic Structure ofa Comultancy Organisation 

Construction Agencies 
I Small Finns 

The major work on a construction project is carried out by the contracting 
system. There can be several hundred independent contracting agencies, 
operating simultaneously on a large construction project. Any organisational 
structural form for construction firm will therefore, depend upon the size of 
firm, nature of its activities, scope and type of project selected and the area of 
operation of the firm. 

The structure form best suited for a small construction firm will be a simple 
line or line and staff type as shown in Figure 3.1 1. The site engineer exercises 

' 

full authority and is responsible for its efficient execution to achieve required 
work progress. He may be having a few site supervisors and construction 
foreman (Mistry) who get the work executed. In microlevel contracting firms 
(constituting about 80% of contracting firms in India), the owner of the fm 
himself work as chief executive officer. This structural form (called attach case 
firm) is highly flexible and crisis responsive. The quality and productivity 
directly depend on the quality of its CEO. 



Construction 
Organlsation 

SUPERVISOR SUPERVISOR 

SUPPORTING SERVICES 

SKILLEDlLTNSKILLED LABOUR - 
Figure 3.11 : Linenine SMStructure of Small Construction Firm 

Mediurdhrge Firms 

For most of medium and large construction firms, the existing organisational 
structure is bureaucratic either machine or professional. Depending upon the 
size and work output, these can be represented. A typical organisation structure 
of a medium size construction f m  is shown in Figure 3.12. For large 
construction firms, it is suitably amended by introducing more hierarchies and 
personnel's positions. 

A&*&& Vice President Vice President Vlce h i d e n t  Vice President 
(Engineering) (Operatfon) (Administration) I l m )  1 1 ,  l l + l r l ~ l  

Mgure 3.12 : Qpicsl Organisation Structure of a Medium Construction Flrm ' 

Inspecting Organisa tions 
By tradition construction is carried out throughout the world by the process of 
contracting. Hence, all governmentlsemi-government work departments and 
almost all big construction conglomerates are basically inspecting organisations. 
The work is either delegated to them by different government departments or 
agencies, or procured in open market through competitive bidding as prime 
contractor. In both cases, the work is carried out through a series of contracting and 
subcontracting chain. The basic functions of such agencies are monitoring, 
coordinating and controlling the execution of work by different contracting 
agencies through the process of contract management. 



The organisational structure of almost all the inspecting organisation as they exist 
today are machine bureaucratic. The tasks are grouped 'into functional departments, 
centralised authoiity and decision making process that follows a rigid chain of 
command and an elaborate administrative set up. Rigid rules, regulations and 
procedures, however, inappropriate and uncontextual they may be, pre-meate the 
entire structure substituting for managerial discretion. These standardised 
operations coupled with high nonnalisation and ri'gidity leave little scope for 
innovative and creative decisions. 

The advantage of existing form is that the inspecting organisations are capable of 
performing routine activities in an efficient manner. Since these conditions do not 
require innovative and creative decisions, the tasks can be performed by less 
talented, and hence less costly middle and lower level engineering managers. 

However, in new and complex situations, that do not fit  into the standardised 
pattern, and this situation is fairly common in real life constructions, the whole 
decision making process becomes chaotic. Every person pushes the decision 
making to somebody else and the organisation becomes standstill. The obsessive 
concern with following the rules and little tolerance to failure by the system, kills 
all the initiatives and creativity of its human resource. The productivity, 
performance and quality becomes secondary considerations, before the procedures. 
There is no wonder that time and cost overruns on all public sector and 
government projects are present more as a rule than exception. 

SAQ 6 
(a) Describe the traditional form of organisational structure. What are its 

advantages and disadvantages ? Give your personal comment cn the 
effectiveness of traditional organisations. 

(b) Explain the process of development of new organisational forms. 

(c) Give the relevance of "Department Project Teams" and "Project Task Force". 

SAQ 7 
(a) How "Line Staff Organisation" is different from "Pure Project Form'' of 

organisational structure ? 

(b) Describe briefly the "Matrix organisation& ~ o r m "  with the help of need . 
sketch. Give its relative merits and demerits.. 

(c) What is "Adhocratic Structure" 7 Describe its salient features. 

(d) Discuss the factors normally considered while selecting the organisational form. 

(e) Give broader classification of construction activities on the basis of areas of 
operation, Suggest suitable organisational form for each group. 

3 

3.9 NEED AND DIRECTION OF RESTRUCTURING THE 
I 

CONSTRUCTION ORGANISATION 

The different organisational patterns of organisation for different construction activities 
broadly adopted by different regions of the world were mainly developed for local needs 
and constraints of the place and time. These are found to be unproductive mainefficient 
when faced with global market environment of high competition. The rapid change in 
technology and knowledge explosion have added to the urgency for a system change and 

I remodelling. 



Construction 
Organisation 

In the international market, the construction activity is taken up with utmost precision 
through specialised system. The construction organisation of today to meet the needs and 
demand of tomorrow shall have expertise and competence in all the construction activity 
requirements such as : 

Design and Research capabilities, 

Sound decision making structure for planning, organising, staffing, controlling 
and directing, 

* Sound and efficient management information system, and 

Behavioural techniques for liaisoning with labour force. 

With the acceptability of IS0  9004 models throughout the world, it is important to bring 
such changes in the Indian construction market also. IS0 9004 stresses upon the 
qualitative system in management. The construction industry has a tremendous potential 
in promoting economic development, increasing social welfare, removing poverty and 
backwardness, providing employment and earning foreign exchange. India has a large 
technical and managerial force, and a large pool of skilled and unskilled labour force. 
What is needed to put all these elements in a well defined efficient and productive 
structure for Indian construction industry to make it competitive in international market. 

3.10 SUMMARY 

Organisation is defined as a system by which a gr0u.p of workers get together and work 
jointly to achieve a common goal through a system of consciously coordinated activities. 
It provides the basic framework of management, the root structure upon which the 
succeeding planning, executive and supervisory functions can be built in accordance with 
the policy principles. 

In the organisation of a construction company like any other organisational set up, there 
is a grouping of persons, specialists and generalists to perform specific set of activities 
and bear the full responsibility of jobs allotted to them. For proper coordination among 
personnel, four different types of relationships exist, namely direct, lateral, functional, 
and staff. 

Organisation is a living organism. Certain patterns of beliefs, rituals, myths, symbols and 
practices create common understanding and behavioural patterns in the organisation, 
commonly referred to as Organisational Culture which is a very important factor for the 
smooth functioning of any organisation. With this, organisational environment also do 
affect the organisational productivity. 

After studying the basic parameters of an organisation, the next step is to design the 
organisation. For this, the approach should preferably be based on at least seven 
independent variables or complexity pararneters, namely structure, strategy, systems, 
skills, style, staff, and shared values. 

An organisational form is a configuration of authority given to a body of people to 
provide direction. Organisation forms vary from centralised functional form on one 
extreme and a highly decentralised pure product (or project) form on the other end; there 
are many matrix-types organisational forms exist in-between. Aparticular organisation 
form is suitable for a particular type of organisation. For example, for construction 
organisations, depending on its size and work output, normally has machine or 
professional bureaucratic organisational set ups. However, the different organisational 
patterns of organisation are adopted for different construction activities in different 
regions of the world mainly developed for local needs and constr@nts of the place and 
time. 

3.11 ANSWERS TO SAQs 

Refer the relevant preceding text in the unit or other useful books on the topics listed in 
the section "Further Reading" given at the end of the block to get the answers of the 
self-assessment questions. 
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