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Organizations Do Not Always Stay With The Basis Of Departmentalization They First Adopt,
As Is The Case. This phenomenon reflects the dynamic nature of business environments and the
need for organizations to adapt their structures to changing circumstances, strategies, and external
factors. Departmentalization—the process of dividing an organization into different departments
based on functions, products, geography, or customer types—is fundamental to organizational
design. However, as organizations grow and evolve, they often find that their initial
departmentalization structure no longer aligns with their goals or operational realities. In this
article, we explore why organizations change their departmentalization basis, the common types of
departmentalization, and how such changes impact organizational effectiveness.

Understanding Departmentalization: The Foundation of
Organizational Structure

What Is Departmentalization?
Departmentalization is the process of dividing an organization into specialized units or departments
to improve efficiency, coordination, and control. It enables organizations to focus on specific
functions, products, markets, or geographical regions, allowing for more effective management and
resource allocation.

Common Types of Departmentalization
Organizations typically adopt one or more of the following departmentalization bases:

Functional Departmentalization: Groups activities based on functions such as marketing,
finance, production, and human resources.

Product Departmentalization: Organizes units around specific products or product lines.

Geographical Departmentalization: Divides the organization based on geographic regions
or territories.

Customer-Based Departmentalization: Segments based on customer groups or market
segments, such as retail, wholesale, or government clients.

Each of these structures has advantages and disadvantages, depending on the organization's size,
industry, and strategic goals.



Why Organizations Change Their Departmentalization
Basis

Despite establishing a departmentalization structure early on, organizations often find the need to
modify it. Several factors drive this change:

1. Growth and Expansion
As companies expand, their initial structure may become insufficient to handle increased complexity.
For example:

A small startup initially organized by functions may need to shift toward product-based
departments to better manage diverse product lines.

Geographical expansion might necessitate regional divisions to address local market needs
effectively.

2. Changes in Business Strategy
Strategic shifts, such as diversification, market focus, or innovation initiatives, can render existing
departmentalization structures obsolete. For example:

Moving from a cost-leadership strategy to a differentiation approach may require
reorganization around customer segments or product innovation teams.

Entering new markets may necessitate regional or customer-based departmentalization to
tailor offerings.

3. Technological Advancements
Emerging technologies can influence organizational design by enabling better coordination across
departments or creating new functional areas, prompting a restructuring.

4. Operational Inefficiencies
If the current structure causes duplication, communication barriers, or slow decision-making,
organizations may need to realign their departmentalization basis to improve efficiency.

5. External Market Pressures
Economic shifts, regulatory changes, or competitive pressures may force organizations to adapt
their structures to remain agile and responsive.



Common Scenarios Illustrating Change in
Departmentalization

From Functional to Product-Based Departmentalization
Initially, a company might organize by functions to streamline operations. As it develops multiple
products, managing them purely through functional departments becomes cumbersome.
Transitioning to product-based departmentalization allows the organization to focus on specific
product lines, improve accountability, and respond swiftly to market demands.

Shift from Geographical to Customer-Based
Departmentalization
A multinational corporation may start with geographic divisions to handle regional operations.
However, if customer needs differ significantly across regions, shifting to customer-based
departmentalization helps tailor services and marketing strategies to specific customer segments.

Reorganization Due to Mergers and Acquisitions
When two companies merge, their existing structures may conflict. The new entity often reorganizes
to harmonize departmentalization bases, which could involve combining functional and product-
based structures or adopting a hybrid approach.

Impacts of Changing Departmentalization on
Organizations

Advantages

Enhanced Focus: Departments aligned with specific products or customer segments can
better meet client needs.

Improved Flexibility: Structural changes allow organizations to adapt quickly to market
conditions.

Better Resource Utilization: Reorganization can eliminate redundancies and optimize
resource allocation.

Innovation Promotion: Cross-functional or cross-departmental collaboration can foster
innovation.



Challenges

Disruption: Restructuring can temporarily disrupt workflows and employee morale.

Costs: Implementing new structures incurs costs related to training, communication, and
potential redundancies.

Resistance to Change: Employees may resist restructuring efforts due to uncertainty or
attachment to existing routines.

Coordination Difficulties: Moving away from a familiar structure can create coordination
challenges, especially if hybrid or matrix structures are adopted.

Choosing the Right Departmentalization Basis

Deciding whether to stick with the initial departmentalization basis or to change it depends on
several factors:

Assessment of Organizational Goals
The structure should support strategic objectives, whether growth, diversification, or innovation.

Nature of Products and Markets
Complex product lines or diverse markets often require specialized structures.

Size and Complexity
Larger organizations tend to benefit from more specialized and segmented structures.

Resource Availability
Effective restructuring requires resources for planning, implementation, and change management.

Employee Skills and Culture
Organizational culture and employee capabilities influence the feasibility of structural changes.



Conclusion
Organizations do not always stay with the basis of departmentalization they first adopt because
business environments are inherently dynamic. Factors such as growth, strategic shifts,
technological developments, and external pressures necessitate periodic reevaluation and
adjustment of organizational structures. By understanding the reasons behind these changes and
their implications, organizations can better navigate restructuring processes to enhance efficiency,
responsiveness, and competitiveness. Ultimately, flexibility in organizational design allows
companies to adapt to ever-changing market landscapes and sustain long-term success.

Frequently Asked Questions

Why do organizations often shift away from their initial
departmentalization basis?
Organizations evolve due to changing business needs, market dynamics, or strategic goals,
prompting them to revise their departmental structures for better efficiency and adaptability.

What are common factors that lead to changes in
organizational departmentalization?
Factors include growth, diversification, technological advancements, changes in leadership, and the
need for improved coordination and communication.

How does departmentalization flexibility benefit an
organization?
Flexibility allows organizations to respond quickly to external changes, improve internal
communication, and optimize resource allocation, enhancing overall performance.

Can frequent changes in departmentalization hinder
organizational stability?
Yes, frequent changes can create confusion, disrupt workflows, and reduce employee morale if not
managed carefully, highlighting the importance of strategic planning in restructuring.

What are the risks of not updating the departmentalization
structure in a growing organization?
Failure to adapt can lead to inefficiencies, duplicated efforts, poor communication, and an inability
to capitalize on new opportunities.

How do organizational goals influence changes in



departmentalization?
Organizational goals drive restructuring to better align departments with strategic priorities, such
as focusing on customer service, innovation, or international expansion.

What role does technology play in shifting
departmentalization strategies?
Technology enables more integrated, cross-functional teams and supports new organizational
models like matrix or network structures, prompting shifts from traditional departmentalization.

How can organizations effectively manage transitions when
changing their departmentalization basis?
Effective change management involves clear communication, employee involvement, training, and
phased implementation to minimize disruptions.

Are there specific industries where changing
departmentalization is more common?
Yes, industries like technology, healthcare, and manufacturing frequently reorganize to stay
competitive, innovate, and respond to regulatory or market shifts.

Additional Resources
Organizations Do Not Always Stay With The Basis Of Departmentalization They First Adopt, As Is
The Case—a reality that underscores the dynamic nature of organizational design and strategic
adaptation. While many companies begin with a particular basis of departmentalization—be it
functional, product, geographic, or customer-focused—they often find that their initial structure no
longer serves their evolving needs. This article explores why organizations change their
departmentalization basis, the factors influencing these shifts, and how such transitions impact
overall organizational effectiveness.

---

Understanding Departmentalization: The Foundation of Organizational Structure

Before diving into why organizations change their basis of departmentalization, it's essential to
understand what departmentalization entails.

What Is Departmentalization?

Departmentalization refers to the process of grouping activities and people into departments or
units based on specific criteria or bases. It helps organizations coordinate activities, allocate
resources efficiently, and clarify responsibilities.

Common Bases of Departmentalization



Organizations typically adopt one or more of the following bases:

- Functional Departmentalization: Grouping activities by functions such as marketing, finance, HR,
production.
- Product Departmentalization: Organizing units around specific products or product lines.
- Geographic Departmentalization: Dividing units based on geographic regions or markets.
- Customer Departmentalization: Structuring around different customer groups or segments.
- Process Departmentalization: Grouping activities based on stages of a process or workflow.

---

Why Organizations Initially Choose a Particular Basis of Departmentalization

Organizations select their initial basis of departmentalization based on several factors:

- Size of the Organization: Smaller organizations often start with functional departmentalization for
simplicity.
- Nature of Business: Service-oriented firms may focus on customer departmentalization, while
manufacturing firms lean toward functional.
- Strategic Focus: Companies emphasizing product innovation may prefer product-based structures.
- Market Environment: Multinational firms might initially adopt geographic departmentalization to
address regional differences.

---

The Dynamic Nature of Organizational Needs

Despite the initial rationale, organizations rarely remain static in their structural approach. Several
reasons compel them to reconsider or overhaul their basis of departmentalization:

1. Changes in Business Strategy

As organizations grow or shift strategic direction, their structural foundation must adapt. For
example:

- A company moving from a regional focus to a global expansion may need to transition from
geographic to product or market-based structures.
- A firm diversifying into new product lines might shift from a solely functional structure to a
product-based one.

2. Growth and Complexity

Scaling operations introduces complexity, making the original departmentalization less effective:

- Increased Specialization: Larger firms require more specialized units, prompting a move from
broad functional departments to more specific product or customer units.
- Coordination Challenges: As departments grow, coordination becomes more difficult, leading to
restructuring for better synergy.

3. Changes in Market Conditions



External factors such as customer preferences, technological advancements, or competitive
pressures influence organizational structure:

- Rapid technological change may necessitate a shift toward process or project-based structures.
- Increasing customer diversity may prompt a move toward customer-focused departmentalization.

4. Internal Challenges and Limitations of the Original Structure

Some initial structures may reveal limitations over time:

- Functional Silos: Excessive departmentalization by functions can lead to poor communication
across units.
- Lack of Customer Focus: Functional structures may hinder responsiveness to customer needs.
- Duplication of Efforts: Multiple departments might perform similar functions, leading to
inefficiencies.

---

Examples of Changes in Departmentalization

Case 1: From Functional to Product-Based Departmentalization

A technology company initially organized by functions (engineering, marketing, sales) finds that
product teams need more autonomy to innovate rapidly. They reorganize into product teams, each
comprising members from different functions, fostering cross-functional collaboration.

Case 2: From Geographical to Customer-Based Departmentalization

A retail chain operating in multiple regions notices that regional managers lack focus on specific
customer segments. They shift toward customer-based departments, such as 'Young Professionals' or
'Retirees,' to better tailor services.

Case 3: Hybrid Structures

Many organizations adopt hybrid structures that combine bases, such as a matrix or divisional
structure, to balance multiple organizational needs.

---

Factors Influencing the Shift in Departmentalization Basis

Several internal and external factors influence when and how organizations change their structural
basis:

Internal Factors

- Organizational Growth: Larger size often necessitates restructuring.
- Technological Changes: Adoption of new technologies can require different organizational
arrangements.
- Leadership Vision: Leadership priorities influence restructuring decisions.
- Operational Inefficiencies: Identified inefficiencies or bottlenecks prompt structural reevaluation.



External Factors

- Market Dynamics: Changes in customer preferences or competitive landscape.
- Regulatory Environment: New regulations may require compliance-focused structures.
- Globalization: Expansion into new markets demands localized or product-specific structures.

---

Challenges and Risks of Changing Departmentalization

While restructuring can bring benefits, it also presents challenges:

- Disruption of Workflow: Transition periods may temporarily hinder productivity.
- Resistance to Change: Employees and managers may resist restructuring due to uncertainty.
- Cost of Reorganization: Restructuring involves costs related to training, realignment, and
communication.
- Loss of Institutional Knowledge: Changes may lead to the loss of valuable expertise or
relationships.

---

Best Practices for Navigating Changes in Departmentalization

To ensure a smooth transition, organizations should consider:

- Clear Communication: Transparently explain the reasons and benefits of change.
- Incremental Implementation: Make phased changes to reduce disruption.
- Employee Involvement: Engage staff at all levels to foster buy-in.
- Aligning with Strategic Goals: Ensure restructuring supports long-term objectives.
- Monitoring and Evaluation: Regularly assess the impact and make adjustments as needed.

---

Conclusion: Embracing Organizational Flexibility

Organizations do not always stay with the basis of departmentalization they first adopt, as is the
case—and for good reason. The dynamic business environment, technological advancements, and
internal growth necessitate ongoing evaluation and adaptation of organizational structures. While
initial departmentalization choices provide a foundation, flexibility and willingness to evolve are
crucial for sustained success.

Recognizing when to shift from one basis to another enables organizations to better align their
structure with strategic goals, improve efficiency, and enhance responsiveness to market demands.
Ultimately, the ability to adapt organizational design is a hallmark of resilient and forward-thinking
companies in today's ever-changing landscape.

Organizations Do Not Always Stay With The Basis Of

https://sip.evo9x.com/ma31/organizations-do-not-always-stay-with-the-basis-of-departmentalization-they-first-adopt-as-is-the-case.pdf


Departmentalization They First Adopt As Is The Case

Organizations Do Not Always Stay With The Basis Of Departmentalization They First Adopt As Is The
Case

Related Articles
Problem 7 (10 Marks) - INVENTORY MANAGEMENT Fush Uses An Average Of 40 Boxes Of
Paper Serviettes A Day.
Put A Lid On It! The Supplier Is Considering Two Changes To Reduce To 1% Thepercentage Of
Its Large-cup
One Part Of An Iron Triangle Gives The Government Information About A Certain Issue. It Also
Encourages

Back to Home

https://sip.evo9x.com/ma31/organizations-do-not-always-stay-with-the-basis-of-departmentalization-they-first-adopt-as-is-the-case.pdf
https://sip.evo9x.com/ma31/problem-7-10-marks-inventory-management-fush-uses-an-average-of-40-boxes-of-paper-serviettes-a-day.pdf
https://sip.evo9x.com/ma31/problem-7-10-marks-inventory-management-fush-uses-an-average-of-40-boxes-of-paper-serviettes-a-day.pdf
https://sip.evo9x.com/ma31/put-a-lid-on-it-the-supplier-is-considering-two-changes-to-reduce-to-1-thepercentage-of-its-large-cup.pdf
https://sip.evo9x.com/ma31/put-a-lid-on-it-the-supplier-is-considering-two-changes-to-reduce-to-1-thepercentage-of-its-large-cup.pdf
https://sip.evo9x.com/ma31/one-part-of-an-iron-triangle-gives-the-government-information-about-a-certain-issue-it-also-encourages.pdf
https://sip.evo9x.com/ma31/one-part-of-an-iron-triangle-gives-the-government-information-about-a-certain-issue-it-also-encourages.pdf
https://sip.evo9x.com

