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Chapter 5: Organising 

 
Meaning : Organising is a function that initiates implementations of plans by creating an 
organizational structure where each position’s role is clarified and reporting 
relationships are established so that all resources are used in an optimal manner. 
 
Process of Organising 
 Identification and division of work– Organising begins with division of work into 

smaller units called job that help in specialisation 
 Departmentalisation involves grouping similar jobs and placing them in one 

department 
 Assignment of duties for each individual job position   
 Establishing reporting relationships so that the superior subordinate relationship 

clarified for clarity on management hierarchy 
 
Importance of Organising 
 Benefits of specializationas every individual performs the same task assigned to 

him/her repeatedly 
 Clarity in working relationshipsas the superior subordinate relationships are defined 

in advance 
 Optimum utilisation of resourcesas duplication and overlapping of work is avoided 

since jobs are clearly assigned to individuals 
 Adaptation to changein the environment can be made as and when required in a 

systematic manner in the relevant department 
 Effective administrationand coordination takes place as similar activities are 

grouped in different departments that work in a unified way 
 Development of personneltakes place due to delegation of routine tasks to lower 

level mangers who get a chance to innovate new methods to achieve the tasks 
assigned 

 Expansion and growth takes place as the there is optimum utilization of resources 
due to proper division of work and departmentation 

 
Organisational Structure is a network of different job positions with clear authority-
responsibility relationships at different levels. 

 It is the outcome of organizing process 
 A wrong organizational structure can seriously affect business performance adversely 
 Span of  management refers to the number of subordinates that can be effectively be 

managed by a superior 
 Types of organisational structure include functional and divisional structure 

 



Functional structure is formed when activities or jobs are grouped together on the basis of 
of different functions that the business performs 
 
Advantages of Functional structure 
 Occupational Specialisationcan be achieved since similar jobs are grouped together 
 Control and Coordination is easy since similar tasks are performed in each 

department 
 Increases managerial and operational efficiency that results in higher profitability 

of the organization 
 Minimises duplication of work which further leads to economies of scales and 

increased profitability 
 Training of employees is easier since employees have to be trained on specific skills 

necessary for their department 
 Each function gets attention as departmental heads ensure that 

 
Disadvantages of Functional structure 
 Less importance to organizational goals, more importance to departmental goals 
 Problems in coordination between different departments  
 Conflict of interest between different departments  
 Inflexibility  as employees have a limited skill set within each department 

 
Suitability of Functional structure is for large organisations with high degree of functional 
specialisation 
 
Divisional Structureis formed when a large organization is engaged in the production of 
more than one diversified activities 
 
Advantages of Divisional Structure 
 Product specialization can take place as ech division focuses on activities related to 

a particular type of product range 
 Accountability is easier as each divisional head is accountable for his/her divisions’ 

profits 
 Flexibility in performance of each division as they work in an autonomous manner 
 Expansion and growth is easier as a new division can be added without disturbing 

the functioning of existing divisions 
 

Disadvantages of Divisional Structure 
 Conflict between divisions on allocation of funds 
 Duplication of functional activities may increase overall costs 
 Excessive autonomy to divisional manger may lead to misuse of power 

 
Suitability of Divisional Structureis for business enterprises with larger varieties product 
lines 



 
 
Formal Structurerefers to the organizational structure that is designed by the top 
management to accomplish organizational goals through systematic coordination of various 
activities. Functional structure and Divisional structure are both formal organisational 
structures 
 
Features of Formal Structure 
 Reporting relationships clear 
 Rules and Procedures laid to C 
 Integration and coordination of departmental activities 
 Deliberately designed by top management to achieve organizational objectives 
 Emphasis on work to be performed and not on interpersonal relationship 

 
Advantages of Formal Structure 
 Easier to fix responsibilities 
 Duplication of effort  avoided as duties of each position are specified 
 Unity of command maintained as reporting relationships are established 
 Effective accomplishment of goals as each employee knows what role to play 
 Stability in the organization  

 
Disadvantages of Formal Structure 
 Procedural delays as chain of command has to be followed 
 Ignores human relationships as more emphasis on accomplishment of goals 

 
Informal Structureemerges when due to interaction among people at work gives rise to a 
network of social relationships among employees 
 
Features of Informal Structure 
 Originates within an organization as a result of personal interaction 
 Group norms regulate behavior of people rather than organizational rules 



 Emerges spontaneously and not deliberately formed 
 Independent channels of communication  
 No definite structure because it is a complex network of individuals 

 
Advantages of Informal Structure 
 Faster spread of information as formal lines of communication not followed 
 Social needs of employees are fulfilled and helps to arouse a feeling of belongingness 
 Contributes towards achievement of organizational objectives by plugging the 

gaps of formal structure 
 

Disadvantages of Informal Structure 
 Spreads rumours which may mislead employees 
 May restrict growth of the organization as the management may not affect any 

change on an informal structure 
 May bring negative results if the norms set by the informal group as against 

organizational interests 

 
Delegation refers to downward transfer of authority from superior  to subordinate to ease the 
work load of a manager 
 
Importance of Delegation 
 Effective Management as mangers can concentrate on important matters by 

empowering the subordinates to take care of routine tasks 
 Employee Development as employees can opportunities to use their talent and 

potential that helps some f them become future leaders 
 Motivation of employees as when responsibility and authority is delegated by the 

superior, it enhances the self esteem and confidence of the subordinate  
 Facilitation of Growth as it readies the workforce to take leading positions which in 

turn helps in the expansion and growth of the organisation 



 Basis of Management hierarchy as delegation establishes the superior-subordinate 
relationships and reporting relationships, which is the basis of hierarchy in any 
organisation 

 Better Coordination as the elements of delegation clearly define the powers, duties 
and answerability related to various job positions which in turn help in coordination 
and avoidance of duplication of effort 

 
Elements of Delegation 
 Authority refers to the right of an individual to command his subordinates  and to 

take action within the scope of his position (Arises from Fayol’s Principle of  Scalar 
Chain) 

 It determines the superior subordinate relationship 
 It s restricted by laws and rules and regulations of the organization 
 The scope of authority increases as we go higher up in the hierarchy  

 Responsibility refers to the obligation of the subordinate to properly perform the 
assigned duty as it flows upwards  

 When an employee is given responsibility he must also be given right degree 
of authority to carry out the task  

 If authority is more than the responsibility, it leads to misuse of power 
 If authority is less than responsibility, it makes the person ineffective 

 Accountability refers to being answerable for the final outcome 
 When responsibility is delegated and responsibility accepted, accountability 

cannot be denied 
 The superior must ensure that the subordinate must discharge his duties 

properly 

 
Decentralisation refers to delegation of authority throughout all the levels of the 
organization  
 
Centralisation refers to a situation where decision making authority is retained at the top 
managemnet 
 
Importance of Decentralisation 
 Develops initiate among subordinates as it promotes self confidence and self 

reliance amongst employees that eventually helps in identifying dynamic leaders 
 Develops managerial talent as subordinates get a chance to prove their abilities 

thereby developing their skill set further so that the most abled employees can take up 
higher responsibilities  



 Quick decision making as decisions are taken at levels that are closest to the point of 
action with minimal requirement of approvals  

 Relief to Top Management as it reduces the amount of supervision needed by a 
superior over a subordinate and leaves the top management with sufficient time to 
work on important matters 

 Facilitates Growth as each department or division performs its best due to greater 
autonomy awarded to them 

 Better Control as decentralization makes it possible to evaluate performance at every 
level and department 

 
 

Case Studies - (Chapter 5) Organizing 

Q. 1. Ishita works as a corporate event coordinator in an event management 
company.  She has been made an overall official in charge for organizing a painting 
exhibition for one of the clients of the company.  For ensuring that the exhibition takes 
place successfully, she identifies the various activities involved and divides the whole 
work into various task groups like marketing committee, decoration committee and 
reception committee.  In order to facilitate coordination within and among 
committees, she appoints a supervisor of each group.  Each member in the group is 
asked to report to their respective supervisor of each group.  Each member in the group 
is asked to report to their respective supervisors and all the supervisors are expected 
to work as per Ishita’s orders. 

In context of the above case: 

1. Identify the function of management being performed by Ishita. 

2. Describe briefly the various steps involved in the performance of the function of 
management as identified in part (a) of the question. 

  

Q. 2. As the head boy and head girl of ‘Prakashay Public School’, Deepak Chugh and 
Deepika Chawla have been given the responsibility of hosting the teacher’s Day 
programme in the school.  In order to conduct the programme in a systematic way, 
Deepak and Deepika first called a meeting of the student council.  In the meeting the 



decided about the content of the programme after taking into consideration the 
different available alternatives and choosing the best alternative among them. Then 
the various tasks required to be performed were identified and divided in accordance 
with predetermined schedule made by them.  After that they grouped the similar 
activities into main groups as skit group, choir group, instrumental music group and 
contemporary dance group.  Then each group was placed under the charge of a council 
member in accordance with his/her skills and competencies.  These council members 
were in turn informed that they have to take orders and will be accountable only to 
Deepak and Deepika so as to facilitate coordination amongst various groups. 

In context of the above case: 

1. Identify of the above case: 

2. Describe briefly any two points highlighting the importance of each of the 
functions of management as identified in part (a) of the question. 

  

Q. 3. Rishu, Ashu and Ravi have decided to start a business of manufacturing 
toys.  They identified the following main activities which they have to perform; 

1. Purchase of raw materials, 

2. Purchase of machinery, 

3. Production of toys, 

4. Arrangement of finance, 

5. Sale of toys, 

6. Identifying the areas where they can sell their toys 

7. Selection of employees 

In order to facilitate the work they thought that four managers should be appointed to 
look after 

1. Production, 

2. Finance, 

3. Marketing’ 

4. Personnel. 

1. Identify the function of management involved in the above-mentioned para. 

2. Quote the lines from the above para which help you in identifying this function. 

3. State the steps followed in the process of this function of management.  

  

Q. 4. Tanushree runs a factory wherein she manufacturers shoes.  The business has 
been doing well and she intends to expand by diversifying into leather bags as well as 
western formal wear, thereby making her company a complete provider of corporate 
wear.  This will enable her to market her business unit as the one shop for working 
women.  Which type of structure would you recommend for the expanded organization 
and why?  State any four advantages of this organization structure. 

  

Q. 5. The directors of Gunjan Ltd. an organization manufacturing colour televisions, 
have asked their production manager to achieve a target production of 150 televisions 
per day.  They production manager has asked his foreman to achieve this target, but 
he did not give him the authority for the requisition of tools and materials from the 
stores department.  The foreman could not achieve the desired target.  Can the 



directors blame the production manager, and can the production manager blame his 
foreman for not achieving the target?  Explain in brief the relevant principles relating 
to this situation in support of your answer.                            

  

Q. 6. Home Creations Ltd.’ is a well known chain of large department store offering 
various types of products under one roof.  The company owns fifty stores in various 
parts of the country.  Each store is placed under the charge of a manager who is 
allowed to run their stores autonomously by deciding about the products which may 
be promoted, appointment of staff, ways to handle customer complaints etc. As these 
managers have a deeper knowledge of the local situations, it enables them to take these 
decisions effectively keeping in view the local circumstances and consumers’ 
needs.  This approach helps to improve customer service and at the same time serves 
to boost morale and increase the job satisfaction of the store managers as it empowers 
them to innovate and use their initiatives. 

In the context of above case: 

1. Identify and explain the policy followed by ‘Home Creations Ltd.’ to run their 
stores successfully. 

2. Also, give any three points highlighting the importance of the approach followed 
as identified in part (a) of the question. 

  

Q, 7, Sudhir is working as a purchase manager in a power sector company.  All his 
subordinates hold him in high regard for his exceptional managerial skills.  On one 
hand, as a manager, he is a tough task master and expects strict compliance to the 
organizational rules and procedures from his subordinates.  On the other hand, he 
makes conscious efforts to develop rapport with his subordinates by interacting freely 
with them during the lunch breaks I the cafeteria.  Many a times these chit chats helps 
him to get an insight into the views and opinions of his team members about the 
policies of the organization. 

In the context of the case: 

1. Identify and explain the two types of organizations have been discussed. 

2. State any three differences between the types of organizations as identified in 
part (a) of the question. 

  

Q. 8. Rajeev, the owner of Pathway constructions decided to start a campaign to create 
awareness among people for developing clean surroundings in their area.  He formed 
a team of 10 members to list the different ways for cleaning the surroundings.  One 
suggested to take the help of local residents, another suggested that they may involve 
school going children in their venture.  One more suggestion was to take the help of 
unemployed youth.  On evaluation of different ways, it was decided to take the help 
of local residents.  To achieve the desired goal various activities were identified like 

1. Purchase of necessary items like dustbins, garbage bags, brooms, etc.; 

2. Collection of garbage; 

3. Disposal of garbage, etc. 

After identification of different activities the work was allocated to different members. 

a.Identify the concepts of management involved in the situation and quote the lines 
which help in their identification. 



  

Q. 9. A company manufacturing sewing machines set up in 1946 follows formal 
organization structure.  It is facing a lot of problems such as delay in decision-
making.  As a result, it is not able to adapt to the changing business environment.  The 
workforce is also not motivated, there is problem of red tapism and employees’ 
turnover is very high. 

1. Advise the company with regard to change it should bring about in its 
organization structure to overcome the problems faced by it. 

2. Give reasons in terms of benefits it will derive from the changes suggested by 
you. 

3. In which sector can the company diversify keeping in mind the declining market 
for the product the company is manufacturing? 

 

Q. 10. A company manufacturing consumer goods has grown in size.  It was a market 
leader but with changes in economic environment and with the entry of MNCs its 
market share is declining.  The company was following a centralized business model 
as even the minor decisions were in the hands of top level.  Before 1991 this model 
was suitable for company but now the company is under pressure to reform. 

What changes should the company bring about in order to retain its market 
share?  Give its three points of importance.             

  

Q. 11. National Vritech Ltd. has grown in size.  It was a market leader but with 
changes in business environment and with the entry of MNCs its market share is 
declining.  To cope up with the situation CEO starts delegating some of his authority 
to the General Manger, who who also felt himself overburdened and with the approval 
of CEO disperses some of his authority to various levels throughout the 
organization.  Identify the concept of management discussed above.   
   

  

Q. 12. A Steel Manufacturing Company has the following main jobs: 

1. Manufacturing, (ii) Finance, (iii) Marketing, (iv) Personal and, (v) Research and 
development. 

1. Which type of organizational structure will you choose for this type of a company 
and why? 

2. State any six advantages that this structure offers to an organization.                                                  
   

Q. 13. Identify and state the type of organization structure that should be followed by 
the company in each case: 

1. Vrinda Ltd. grows, so it needs to add more employees, create new departments 
and introduce new levels of management. 

2. Shreya Ltd. is a large organization having diversified activities and operations 
requires a high degree of specialization.  

  

Q.1 4. Kiran Industries is a company manufacturing office furniture.  The company 
chose to diversify its operations to improve its growth potential and increase market 
share.  As the project was important many alternatives were generated for the purpose 



and were thoroughly discussed amongst the members of the organization.  After 
evaluating the various alternatives Sukhvinder,, the Managing Director of the 
company decided that they should add ‘Home Interiors and Furnishings’ as a new line 
of business activity. 

1. Name the framework, which the diversified organization should adopt, to enable 
it to cope with the emerging complexity?  Give one reason in support of your 
answer. 

2. State any two limitations of this framework.  

  

Q. 15. Samir Gupta started a telecommunication company, ‘Donira Ltd.’ to 
manufacture economical mobile phones for the Indian rural market with 15 
employees.  The company did very well in its initial years.  As the product was good 
and marketed well, the demand of its products went up. To increase production the 
company decided to recruit additional employees.  Samir Gupta, who was earlier 
taking all the decisions for the company had to selectively disperse the authority.  He 
believed that subordinates area competent, capable and resourceful and can assume 
responsibility for effective implementation of their decisions.  This paid off and the 
company was not only able to increase its production but also expanded its product 
range. 

1. Identify the concept use by samir Gupta through which he was able to steer his 
company to greater heights. 

2. Also explain any three points of importance of this concept.  

  

Q. 16. ‘Himalaya Ltd.’, is engaged in manufacturing of washing machines.  The target 
of the organization is to manufacture 500 washing machines in a day.  There is an 
occupational specialization in the organization which promotes efficiency of 
employees.  There is no duplication of efforts in such type or organization structure. 

Identify the type of organization structure described above. 

  

Q. 17. Steelo Ltd. decided to set-up its steel manufacturing factory in the backward 
area of Orissa where very less job opportunities were available.  People of that area 
welcomed this effort of Steelo Ltd.  To attract people to work in its factory, it also 
decided to provide many other facilities like a school, hospital, market, etc. in the 
factory premises. 

Steelo Ltd. started earning huge profits.  Another competing company asked its 
production manager Aslam to investigate the reasons of earning huge profits by steelo 
Ltd. 

Aslam found that in both the companies, there was systematic coordination among the 
various activities to achieve the organizational goals.  Every employee knew who was 
responsible and accountable to whom.  The only difference was that in his 
organization, communication took place only through the scalar chain whereas Steelo 
Ltd. was allowing the flow of communication in all the directions as per the 
requirement which led to faster spread of information as well as quick feedback. 

1. Identify the type of organization which permits Steelo Ltd. the flow of 
communication in all the directions. 

2. State another advantage of the type of organization identified in part (a) above. 

  



Q. 18. A company is manufacturing washing machines.  There is a well-defined system 
of jobs with a clear and definite authority, responsibility and accountability in the 
company.  But people are not allowed to interact beyond their officially defined 
roles.  As a result,, the company is not able to adapt to the changing business 
environment.  The workforce is also not motivated due to lack of social 
interaction.  The company is facing problems of procedural delays and inadequate 
recognition of creative talents. 

1. Suggest how the organization can overcome the problems faced by it. 

2. Give any two benefits it will derive from your suggestions. 

   

Q. 19. After completing a course in travel and tourism, Karan started his own travel 
agency.  In order to ensure smooth functioning of his business, he decided to create 
fourteen job positions divided into four departments on the basis of functions namely, 
front office department including online queries, reservations department for airways, 
railways and roadways, accommodation booking department, and securing payments 
department.  In order to avoid any interdepartmental conflicts he decides to specify 
clearly the lines of authority and areas of responsibility for each job position. 

In the context of the above case: 

1. Which function of management is being described in the above lines? 

2. Identify the framework created by Karan within which all managerial and 
operating tasks are to be performed in his organization. 

3. Name the type of the framework as identified in part (a) of the question.  Also, 
give any two of its advantages. 

  

Q. 20. Atul joins as a Regional Sales Head in the export division of a FMCG (fast 
moving consumer goods) company.  In a departmental meeting, he asks one of this 
subordinates, Manik, to take charge of the company’s new office in Dubai.  He 
allocates the work to him and grants the necessary authority.  However, within a month 
by seeking regular feedback on the extent of work accomplished for Manik, Atul 
realizes that Manik is not doing the work as per his expectations.  So he takes away 
the authority delegated to him and re delegates the work to Prakrit.  Due to the time 
wasted in this switch over, the work at the Dubai office suffers tremendously and the 
company is not able to meet its desired goals. 

In context of the above case: 

1. Why is Manik supposed to give regular feedback about work to Atul? 

2. Can the authority granted to a subordinate be taken back and re-delegated to 
another person? 

3. Can Manik be held responsible for not meeting the work related expectations of 
Atul?  Give a suitable reason in support of your answer. 

4. Differentiate between authority, responsibility and accountability on the basis of 
origin and flow. 

  

Q. 21. Rakesh joins as a Head Librarian of a newly constructed medical college in 
Pune.  A team of four librarians is placed under him for the smooth functioning of the 
library.  Besides, he has been assigned eight people as support service staff.  On the 
second day of his joining, he is told to get a shipment of new books unloaded, stock 



the bookshelves, and then get all waste (packaging, paper etc.) disposed off within a 
weeks time.  In order to ensure orderliness and speed in the process of setting up of 
the library, he makes each of the four librarians in charge of five different 
subjects.  Keeping in mind their competence and experience he decides to give them 
more authority so that they can make autonomous plans and assume the responsibility 
for the effective implementation of their decisions. 

In context of the above case: 

1. Identify and explain the concept used by Rakesh keeping in mind the competence 
and experience of the other librarians. 

2. Describe briefly and three advantages of using the concept as identified in part 
(a) of the question. 

  

Q. 22. A truck manufacturing company has its registered office in Delhi, 
manufacturing unit at Gurgaon and marketing department is located at Faridabad.  The 
company manufactures different types of trucks.  Which type of organizational 
structure should it adopt to achieve its target?  Give reasons.  State any four any 
advantages of this organization structure.                           

  

Q. 23. A company is manufacturing washing machines.  There is a well defined system 
of jobs with a clear and definite authority, responsibility and accountability in the 
company.  But people are not allowed to interact beyond their officially defined 
roles.  As a result the company is not able to adapt to the changing business 
environment.  The workforce is also not motivated due to lack of social 
interaction.  The company is facing problems of procedural delays and inadequate 
recognition of creative talents. 

1. Suggestion how the organization can overcome the problems faced by it. 

2. Give any two benefits it will derive from your suggestion 

                                                             

Q. 24. The Employees of Manik Ltd., a software company, have formed a dramatic 
group for their recreation.  Name the type of organization so formed and state its four 
features. 

  

Q. 25. Ravi runs a locks manufacturing factory. He manufactures locks used in 
houses.  He wants to expand his business.  For this, he wants to enter into the 
manufacturing of locks for cars and motorcycles. 

Which type of organizational structure will he choose for his factory and why?        

  

Q. 26. Neeta Ltd. is engaged in the production of marble articles.  The members of the 
organization have friendly relationships among them.  What type of organization is 
Neeta Ltd.?                                                                              

  

Q. 27. Sherya Ltd. has been awarded recently with the ‘Best Employer of the Year 
Award’.  The company has believed in the ideas and suggestions of its 
employees.  There is systematic dispersal of decision making at all levels.  There is 
no delay in delivery of orders to customers due to prompt decisions taken by 
employees.                                               



Identify and state the concept of management followed by the company. 

  

Q. 28. An electronic company manufacturing TV and Refrigerators wants to bring two 
new Washing machines and ACs in the market.  For each product separate division is 
to be set up. In charge of washing machine division and ACs division will be females 
and disabled person respectively. 

What type of organizational structure is suitable for this company?  Give reason. 

  

Q. 29. A manager has kept all right of decision making with himself.  Each and every 
employee has to come to him for orders again and again. 

Identify and state the concept of management not followed by the manager. 

 

Q. 30. At Alpha Ltd. all expenses bills of employees are processed by general manager 
himself.  He feels quite overburdened.  He decided to delegate this work to deputy 
general manager.  But after sometime the deputy general manager, disperses this 
authority to various levels throughout the organization.  Now all bills for travelling 
are processed through respective department supervisor; 

Name the concept of management highlighted in above case before and after 
delegating the authority. 

 


