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DIRECTIONS OF CHANGES IN ORGANIZATIONAL STRUCTURES
OF SME - RESULTS OF EMPIRICAL RESEARCH
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Abstract: The article presents results of empirical research concerning the directions of changes in organiza-
tional structures of SME which have occurred during the last few years. The research was carried out
in a group of 380 enterprises running their businesses in Poland. The organizational structure generally de-
scribed in respect of parameters such as centralization, formalization, standardization and configuration.
The main part of this article is dedicated to changes that have occurred in organizational structures of SME.
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1 Introduction

Organizational structure is a system of certain elements
and their relations which should make it possible
to attain goals of an enterprise. Forming organizational
structure and the organizational structure itself is very
important for correct functioning of the entire enter-
prise. The role of the organizational structure is most
of all to coordinate and arrange the functioning of an
enterprise and to enable attainment of planned goals.

It should be noted that the concept of organizational
structure is still not clearly defined in the literature.
There are differences in the perception of the organiza-
tional structure. It arises from many factors, but it is
worth mentioning such factors as the complex nature
of the organizational structure and a difficulty in the
objective of extracting the entire management system.
In addition, the diversity in defining the organizational
structure is affected by the views and attitude of the
researcher. However, some definitions of organization-
al structure have some points in common. It can there-
fore be divided into three main types of definitions,
based on the elements and/or the relationship between
the elements of the organizational structure. The first
type of definitions are those that are focusing mainly
on the elements of the organizational structure (R.W.
Griffin [3]; R. Krupski [14]). The second type of defi-
nitions are those that emphasize relationships between
different elements of the organizational structure (J.
Zieleniewski [15]; W. Kiezun [6]; Strategor [13]; A.
Schaff [11]; A. Nalepka [8]). In the third type, defini-
tion elements of the organizational structure and the
relationships between them are placed on an equal foot-
ing (A. Zakrzewska-Bielawska [9]). There are also
some definitions which are difficult to classify into the

above three types. These definitions emphasize patterns
or rules of action in the enterprise in the description
ofthe organizational structure (H. Steinmann,
G. Schreyogg [12]; M. Hopej, R. Kaminski [4]).
Among the different definitions, better reflect the es-
sence of the organizational structure that which empha-
size the relationships and connections between the
elements of the structure or equate elements and con-
nections between them. The advantage of this percep-
tion of the organizational structure is that it facilitates
the transition to the issue of improving the organiza-
tional structure. The problem of improving the organi-
zational structure focuses on change of the relationship
and arrangement of the elements of the organizational
structure to ensure greater effectiveness.

Organizational structures have been changing along
with changes occurring in enterprises. If we look at the
development of industry, certain stages or directions
of enterprises development can be distinguished.
These directions of development were accompanied
by changes within enterprises. Sometimes these chang-
es were introduced in advance to maintain high level
of enterprise operation efficiency, and sometimes
the changes were forced by both internal and external
factors. It can be stated however that organizational
structures were evolving, just like enterprise manage-
ment.

Organizational structures of enterprises have evolved
from simple solutions towards more complex and so-
phisticated systems. Changes that have occurred in the
structures of economic entities have been caused
by several factors, such as strategy, type of environ-
ment, applied technology, and others. Numerous re-
searches link the evolution of organizational structures
with evolution or sometimes even revolution that has
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occurred in their environments. It can be said that
changes in organizational structures of enterprises fol-
lowed changes in the environment. Technological de-
velopment, open borders, enhanced hyper competition,
“californization of need” — all these phenomena have
caused changes

of enterprises, their strategies,

and structures.

Evolution of organizational structures and introduction
of new structural solutions is also related to develop-
ment of management sciences. Classical organizational
structures originate from the concept of bureaucracy
and are related to organization of work applied in the
19th and 20th centuries. Classical organizational struc-
tures are hierarchical structures distinguished in respect
of organizational relations. Modern organizational
structures started to emerge in 1990s, when such man-
agement concepts were developed as lean management,
outsourcing, reengineering, knowledge management,
process management, and others. Now, such concepts
like insourcing, cloud computing, and agile enterprise
affect the global business [2]. All these concepts signif-
icantly modify enterprises’ way of operation and, con-
sequently, require adjustment of organizational
structures. The opportunity to introduce structural
changes is also created, or even enforced by the devel-
opment of information technology. However, despite
emergence of many modern structural solutions, classi-
cal organizational structures are still commonly applied
in enterprises. They are a kind of “basis” on which
additional structural solutions are introduced which are

conducive to effective operation.

The themes of changes of organizational structures are
particularly interesting in the research concerning
the Polish enterprises. They did not have as much time
for evolution as American or European companies.
Changes in the structures of Polish enterprises were
introduced suddenly, as a kind of response to the
changes in their general conditions of functioning.
Polish enterprises, both large and small, started to im-
plement solutions applied commonly abroad. It seems
therefore interesting to analyze how organizational
structures of Polish enterprises are currently being
shaped, and also whether they have changed during
the last years of crisis and to what extent. The aim
of the article is to answer these questions. Directions
of changes in the organizational structures of SME
operating in Poland were established on the basis
of a quantity research. The author assumed not only
that the organizational structures of SME are flexible,

but also recently increased their flexibility. In the fol-
lowing parts of the article, will be presented methodol-
ogy of the research, form of the organizational structure
of SME, and changes in the organizational structures
of SME. At the end the main conclusions of the re-
search and directions for further research will be out-
lined.

2 Methodology of the research on the changes
of organizational structures of SME

Analysis of changes in the organizational structures
of enterprises from the SME sector was one of the ele-
ments of a scientific project aimed at identification
of organizational structures of this group of enterprises,
carried out in 2012-2013 wunder the direction
of W. Jakubowska [5].

Changes in the organizational structures of SME were
analyzed using a sample of 380 companies from
the SME sector. The research was carried out using
the Computer Assisted Telephonic Interview (CATI)
method, which made it possible to analyze a large
group of enterprises. The CATI research was ordered
to the “Indicator. Centrum Badan Marketingowych”
company. The research sample was drawn out from the
Hoppenstedt & Bonnier base as of the end of 2010,
comprising information on business entities operating
across Poland. The sample was an equinumerous strati-
fied sample. The research was carried out in three stra-
ta, distinguished on the basis of the number
of employees working in an enterprise, which corre-
sponded with three groups of enterprises: micro-, small,
and medium-sized ones. Percentage shares of particular
enterprise groups in the entire research sample are pre-
sented in Fig. 1.

Other parameters describing the research sample are:
age of an enterprise, industry sector, legal and organi-
zational form, and origin of capital. Enterprises under
research differed in respect of their year of establish-
ment. A majority of them, i.e. 66.3%, were established
during the transformation period, which is between
1989 and 2004. About 19.5% accounted for enterprises
created before the transformation period, while 14.2%
were those established after Poland’s joining the Euro-
pean Union. Taking the industry sector into account,
production enterprises accounted for 39.7%, service
providing enterprises were 33.4%, trade enterprises
were 20.5%, and enterprises of the administration sec-
tor were 6.3%.
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33,7%

B micro
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Figure 1. Description of the research sample in respect of number of enterprise employees

In respect of the organizational and legal form, limited
liability companies were prevailing (63.9%). Due to the
origin of the capital dominated companies with national
capital (72.4%).

Analysis of changes in the organizational structure
of SME was preceded by statistic evaluation of various
aspects of organizational structure. Parameters such as
centralization, formalization, standardization, and con-
figuration were considered. Each parameter was evalu-
ated according to a five-point scale, where 1 meant
a very low level and 5 meant a very high level. For the
configuration parameter, a question about the exact
number of levels was asked.

Analysis of the parameters characterizing the organiza-
tional structure is a multidimensional approach which
allows for a better description of the organizational
structure than mapping it to one of the types shown
inthe literature. This approach allows identifying
the characteristics that can be associated with the flexi-
bility and positive impact on the results achieved by the
enterprise.

Because of a multidimensional approach to the analysis
of organizational structure, analysis of directions
of changes was also carried out from the perspective
of changes in various dimensions of organizational
structure. They were examined using questions about
the direction of changes that have occurred during
the last few years in an enterprise.

The research therefore consisted in subjective evalua-
tion of changes in the organizational structure of re-
spondents, who were mainly the owners and managers
of enterprises. They were asked about basic dimensions
of the organizational structure, which are: centraliza-
tion, formalization, standardization, as well as changes

in configuration, i.e. the number of levels and organiza-
tional units. Changes in each dimension of the organi-
zational structure were evaluated according to three-
point scale, were 1 meant lowering the level of the
analyzed parameter of the organizational structure,
2 meant no changes in the level of the analyzed param-
eter of the organizational structure and 3 meant raising
the level of the analyzed parameter of the organization-
al structure. Directions of changes were identified both
for the entire research sample and from the perspective
of a particular category of enterprises.

3 Form of the organizational structure of SME

Discussing directions of changes in the organizational
structure of SME requires outlining the shape of organ-
izational structure that emerged on the basis of the
research. However, since it is not the main subject
of this article, it will only be discussed in short. Only
facts that are significant for further deduction will be
presented.

Organizational structure of an enterprise can be de-
scribed according to various dimensions. The most
common approach is that of the Aston University re-
searchers [10] who distinguished five basic parameters
of the organizational structure, which are: specializa-
tion, standardization, formalization, centralization,
and configuration. This article identifies the following
parameters of the organizational structure: centraliza-
tion, formalization, standardization, and configuration.

The way these organizational structure parameters
of the analyzed enterprises were formed is discussed
as follows.
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First, the centralization dimension was analyzed as
a part of the research on SME organizational structures.
Centralization consists in taking away decision rights
and allocating them to higher level managers. It turned
out that among the 380 analyzed enterprises, as much
as 71.8% declared high and very high level of centrali-
zation, 23.7 % of the enterprises under research report-
ed medium level of decision centralization, and very
few (4.5%) reported low or very low level of centrali-
zation.

The level of formalization of enterprises under research
was also relatively high. Formalization sets company
patterns of behavior and is reflected by the number
of documents, their level of detail, and strictness
of their use. High and very high level of formalization
was declared by 41.1% of enterprises, while 40.8%
of them declared medium level of formalization. It can
be therefore stated that over 80% of enterprises declare
medium or higher level of formalization.

The level of standardization in the analyzed enterprises
was also high. Standardization consists of unification
of the enterprise’s way of functioning. It therefore
means limiting discretion of action, but also ensures
unified ways and rules of behavior. About 61.1%
of enterprises declared that their level of standardiza-
tion of actions was high or very high, while 33.4%
of enterprises described their level of standardization as
medium. Again, if we aggregate results, it turns out that
over 90% of enterprises describe their standardization
level as medium or more than medium.

The last analyzed dimension of organizational structure
is configuration. The configuration dimension concerns
the structure of an enterprise in respect of its system
and relations among particular units, departments, etc.
Configuration is closely related to the hierarchy,
and thus this dimension is often directly called
“the hierarchy”. The research proved that enterprises
from the SME sector are characterized by a medium
level of complexity. Average number of levels in the
analyzed sample was 3.42, and the median was 3.
As much as 46% of enterprises declared having three
organizational levels, and 37% of enterprises reported
having more than 3 organizational levels. In respect
of the number of levels they can be therefore classified
more as leptokurtic than platykurtic.

Summing up, we can state that small and medium-sized
enterprises have rather mechanistic organizational
structure. It was proved that organizational structures

of the analyzed enterprises had a high level of formali-
zation and standardization of actions, centralization
of decisions, and relatively high number of organiza-
tional levels.

4 Changes in the organizational structures
of SME

The author wanted to learn whether the above descrip-
tion of organizational structures is the effect of changes
that have occurred in the organizational structures
of the analyzed enterprises in the recent years. The aim
of the research was therefore to answer the question
about the way some organizational structure dimen-
sions in the analyzed enterprises have changed in the
last years. Directions of changes in the selected organi-
zational structure dimensions are presented below
for the entire group of SME, broken into categories
according to the number of their employees.

Changes in the level of centralization of SME were
analyzed first. The analyzed enterprises had a high
level of centralization and it turns out that this dimen-
sion has not changed during the last few years (58%
of enterprises reported so). What is more, as much as
24% of enterprises declared that their level of centrali-
zation had grown during the last years (Fig. 2).

Interestingly, definitely the largest number of small
enterprises declared lack of changes in respect of cen-
tralization level (63.3%). About 17.2-18.4% of entities
in each group of enterprises declared lowered level
of centralization. The largest number of entities in the
group of medium-sized enterprises declared increasing
the level of centralization (28%). Detailed structure
of answers concerning the changes in the centralization
level broken into categories is presented in Fig. 3.

Another dimension analyzed in respect of changes that
have occurred was the level of formalization. The re-
search showed that the level of formalization of small
and medium-sized enterprises is high, so the respond-
ents were asked about the directions of changes in the
level of enterprise formalization. Most respondents
consider that the level of formalization has not changed
during the last few years. However, among those who
consider that the level of enterprise formalization has
changed, as much as 25% of respondents report that it
has grown (Fig. 4).
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18%

24%

58%
Odecreased M unchanged Oincreased

Figure 2. Changes in the level of centralization of SME

medium  18.4% 53.6%
O decreased
o, o, 0,
smalll 17.2% 63.3% 19.5% O unchanged
] W increased
micro 17.3% 57.5%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Figure 3. Changes in the level of centralization according to categories of SME

62%
Odecreased ®unchanged Uincreased

Figure 4. Changes in the level of formalization of SME
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medium | 13,6% 63.2%.
O decreased
10.2% 64.1% 25.89
small 0 0 0 O unchanged
i B increased
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Figure 5. Changes in the level of formalization according to categories of SME
69%
Odecreased ®unchanged Uincreased
Figure 6. Changes in the level of standardization of SME
medium |4:0% 70.4%
O decreased
1.6% 69.5% 28.9%
H increased
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Figure 7. Changes in the level of standardization according to categories of SME
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Similar results concerning the perception of changes
in the level of enterprise formalization were observed
in each of the research groups. Most of them declared
lack of changes in the formalization level, and if any
changes were recorded, these were directed towards
raising the formalization level of an enterprise. Detailed
structure of answers concerning the changes in the
formalization level broken into categories is presented
in Fig. 5.

Another analyzed parameter was the standardization
of actions. Most respondents (69%) consider that the
level of standardization has not changed during the last
few years. Among enterprises that have recorded
changes in the standardization level as much as 29%

7%

O decreased

indicated changes towards enhanced standardization
(Fig. 6).

The analysis of changes in the standardization level
broken into the groups of enterprises also showed that
it has not been changed. About 65-70% of enterprises
answered so. However, if any changes have occurred,
these have been changes towards enhancement of
standardization of actions. Interestingly, it was true
mainly for micro-sized enterprises. It was observed that
the bigger the size of enterprises, the smaller number
of them declared raising the level of standardization
during the last few years. Detailed structure of answers
concerning the changes in the standardization level
broken into categories is presented in Fig. 7.

8%

85%

B ynchanged Uincreased

Figure 8. Changes in the number of organizational levels of SME

O decreased

O unchanged

B increased

] [
medium [8.0%] 84.8%
small [7.09 84.4%
micro | 8.7% 82.6%

0% 10% 20% 30% 40% 50% 60%

70% 80% 90% 100%

Figure 9. Changes in the number of organizational levels broken into categories of SME
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The configuration dimension was also analyzed in ad-
dition to the level of centralization, formalization, and
standardization. As a part of the research concerning
the changes in the organizational structure a question
about the change in the number of organizational levels
and units in enterprises was asked. Analysis of changes
in the number of organizational levels showed that
it was not changed in 85% of enterprises. However,
among enterprises introducing changes a similar num-
ber of those which increased the number of organiza-
tional levels was reported to those which decreased
the number of organizational levels (Fig. 8).

The division of SME into categories led to conclusions
similar to those stemming from the analysis of the en-
tire group. The enterprises were not eager to add anoth-
er organisational level to their structures. Detailed
structure of answers concerning the changes in the

number of organizational levels broken into SME cate-
gories is presented in Fig. 9.

An analysis of changes in the number of organizational
units showed that enterprises more willingly introduced
changes in this scope. Over 40% of respondents de-
clared changing the number of organizational units.
Similar groups have increased and decreased the num-
ber of organizational units (Fig. 10).

After dividing the enterprises into groups on the basis
of the number of their employees, it turned out that the
biggest numbers of changes were introduced by medi-
um-sized and small enterprises. It was also observed
that in the group of small enterprises, definitely more
of them indicated growth of number of organizational
units. Detailed structure of answers concerning
the changes in the number of organizational units bro-
ken into SME categories is presented in Fig. 11.

m] |

decreased

unchanged

m]

increased

Figure 10. Changes in the number of organizational units of SME

medium 20.8% 56.0%
O decreased
small | 14.8% 59.4% 25.8% D unchanged
4 B increased
micro | 16.5% 64.6% 18.9%

0% 10% 20% 30% 40% 50% 60%

70% 80% 90% 100%

Figure 11. Changes in the number of organizational units broken into categories of SME
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Table 1. Directions of changes in parameters of organizational structure
of SME enterprises in percentage terms

Structure parameters Description of parameter Dirigtiggsnifyz};?gges
1 (growth) 24%,
Centralization High level — (no changes) 58%
| (drop) 18%
T (growth) 25%
Formalization High level — (no changes) 62%
| (drop) 13%
T (growth) 29%,
Standardization High level — (no changes) 69%
| (drop) 2%
T (growth) 7%
Configuration hﬁ?ﬁ:;ﬁ;gﬁli;i? r;z\tzll):r — (no changes) 85%
| (drop) 8%
5 Recapitulation tional structure parameters, a vast majority indicated

The author was curious whether and what changes were
introduced by enterprises in their organizational struc-
tures. The research showed a lack of significant chang-
es in the organizational structures of micro-, small,
and medium-sized enterprises during recent years. Ad-
ditionally, no significant differences in particular sub-
groups of enterprises were observed in comparison
to the entire group under research. Detailed specifica-
tion of the analyzed parameters of the organizational
structure with their general description and recorded
changes in their level is presented in Table 1.

Most enterprises have not introduced significant chang-
es in respect of centralization, standardization, or for-
malization, as well as in respect of the number
of organizational units and levels. The enterprises had
ahigh level of formalization and standardization
of actions, as well as centralization of decisions.
They also covered structures with a relatively devel-
oped number of organizational levels.

These dimensions also have not changed during recent
years. A prevailing number of enterprises have not
indicated any changes in these parameters. Among
the enterprises which reported changes in the organiza-

growth of the parameters, except the parameter of con-
figuration understood as a number of organizational
levels.

The structure of the investigated enterprises was classi-
fied as mechanistic. In addition, the changes which take
place in the organizational structures have stiffening
of the organization. The enterprises became even less
flexible. The lack of changes of organizational struc-
tures is particularly interesting in the context of crisis,
because the crisis is a symptom of a turbulent environ-
ment. With instability of environment is connected
concept of the flexible organizational structures. It is
understood that in such conditions, the companies
should have a flexible organizational structure or make
changes to it in the direction of their flexibilizing.

This conclusion was confirmed by numerous studies
carried out, inter alia, by T. Burns and G.M. Stalker [1]
and P. Lawrence and J. Lorscha [7].

They showed that companies operating in unpredictable
surroundings and having less formalized structure were
gaining better economic performance. However, com-
pletely different results were obtained in the study
of SME.
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It turned out that despite worse a economic situation
less than half of the enterprises had implemented
changes in their organizations.

Simultaneously, changes consisting in reducing organi-
zational units or the number of levels were reported
in less than one-fifth of the analyzed enterprises. It is
possible that the analyzed enterprises managed to do
well in the crisis period or maybe they introduced
changes in the organizational structure right after
the beginning of the crisis, adapting the structure to the
external conditions.

The author supports conclusions stemming from other
researches, according to which enterprises apply prov-
en, classic structural solutions and only when a specific
need arises, they implement smaller modern solutions.
It is also possible that the few-years period about which
the enterprises were asked is not enough to introduce
changes in organizational structures. Their evolution
takes more time or is not clearly recorded by the re-
spondents. It can be presumed that the evolution
of organizational structures of small and medium-sized
enterprises is very slow.

Described studies should be deepened in qualitative
research because of the complexity of organizational
structures. In addition, it would be worthwhile to repeat
this study using the method of in-depth interviews with
members of management, as well as on another sample
of enterprises. Comparison of the results would be very
interesting.

(9]

[10]

[11]

[12]

[13]

[14]
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