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ABSTRACT

The influence of certain factors on organizational structure has been in researchers’ focus for years, together with their
impact on the overall organizational efficiency. Many of these factors are from the environment where traditional view
commonly divided into internal and external factors. This paper presents the findings of a study to evaluate the influ-
encing factors and impact on organizational structure of a sample of firms located in Hanoi, Vietnam. Structured ques-
tionnaires were administered with respect to these factors. The variables studied were identified from among the factors
considered in contingency theory and by incorporating elements of the strategic choice approach. After grouping the
variables into two factors (related to external and internal respectively), the results revealed three groups of firms ac-
cording to how they regarded the impact of these factors on organizational structures. In those groups that consider the
variables of internal factors to be modifiers of structure the organizational structures are of the “complex classical” type,

whereas simple forms predominate in the group that believes these variables do not modify their structure.
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1. Introduction

Organizations are formed by groups of people with the
purpose of achieving effects that one person cannot
achieve individually. Better results are created as a con-
sequence of organizational effect which directs organiza-
tion to achieving some organizational goals [1]. Regard-
ing the purpose of the organization’s founding, they can
be described as successful (profitable) or failure (non-
profitable) ones. To achieve these goals organizations
create inner order and relations among organizational
parts that can be described as organizational structure.
All organizational parts together with relations and me-
chanisms of their coordination are important for proper
functioning of any organization. Organizations are influ-
enced by many factors which come from their dynamic
surrounding or from the organization itself. Due to the
static nature of organizational structure, it sometimes can-
not meet requirements of efficiency and adoptability.
Classics in the field of organization theory represented
many different schools of influencing factors on organ-
izational structure. Some believed that certain factors,
such as size, environment, or technology, determined
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organizational structure. They argued that these factors
imposed economic or other constrains on organizations
that forced them to choose a certain structure over others.
Organizational structure is partly affected by the firm’s
external environment [2-5]. Research suggested that
firms organized to deal with reliable and stable market
may not be as effective in a complex, rapidly changing
environment [6,7]. The more certain the environment is,
the more centralized hierarchy the firm’s organizational
structure may have, with formalized rules and proce-
dures [5]. Organizations that operate with a high degree
of environmental uncertainty may decentralize decision-
making [8], relying on formal rules and policies [9], and
flatten their hierarchies [10]. The influence of certain
factors on organizational structure is traditionally divided
into two main factors. These factors which determine the
structure, aims and activities of the organization, can be
grouped into external factors and internal factors [11].
External factors are those factors from the enabling en-
vironment which are not under the control of the organi-
zation but which affect its structure and development.
These include economic factors which define the eco-
nomic situation where production and processing take
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place (the market/industry); socio-economic factors that
define the socio-economic context in which the organiza-
tion operates; and political-administrative factors which
define the legal boundaries and organizational options.
Internal factors are those organizational characteristics
which create a basis for measuring and comparing or-
ganizations. These include mission statement of the or-
ganization and organizational instruments.

2. Literature Review
2.1. The Concept of Organizational Structure

There are many different opinions and definitions on
organizational structure. Structure in one sense is the
arrangement of duties use for the work to be done. This
is best represented by the organization chart [12]. In an-
other sense, “structure is the architecture of business
competence, leadership, talent, functional relationships
and arrangement” [13]. Walton [14] identified structure
as the basis for organizing, to include hierarchical levels
and spans of responsibility, roles and positions, and
mechanisms for integration and problem solving. Thomp-
son [15] said that “structure is the internal differentiation
and patterning of relationships”. He referred to structure
as the means by which the organization sets limits and
boundaries for efficient performance by its members, by
delimiting responsibilities, control over resources, and
other matters. Kartz and Kahn [16] said that “structure is
found in an interrelated set of events which return to
complete and renew a cycle of activities.” Jackson and
Morgan [12] used a modified definition originally for-
mulated by [17]. They defined structure “as the relatively
enduring allocation of work roles and administrative
mechanisms that creates a pattern of interrelated work
activities and allows the organization to conduct, coordi-
nate, and control its activities”. Lawrence and Lorsch [5]
describe structure as “the technique in which the organi-
zation is differentiated and integrated”. Differentiation is
related to the scope in which executives act quasi entre-
preneurs, whereas integration is described in such a way
that every member of the organization including manag-
ers will do their best to achieve organizational goals.
Similarly, an organization is a set of elements in interac-
tion, organized level and decision making units [18].
Identification of these elements has always been one of
the most important issues facing organizational research-
ers.

According to Dictionary-Organizational behavioral
[19], organizational structure is defined as “the estab-
lished pattern of relationships among the components of
parts of company (The way a company is set-up). They
formally defined framework of an organization’s task
and authority relationships”. Sablynski [20] succinctly
defined organizational structure as “how job tasks are
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formally divided, grouped, and coordinated”. Or- ganiza-
tion structure indicates an enduring configuration of tasks
and activities [21]. In other words, organiza- tional
structure is a set of methods through which, the organiza-
tion divided into distinct tasks and then create a harmony
between different duties [22]. Underdown [23] said or-
ganizational structure “is the formal system of task and
reporting relationships that controls, coordinates, and
motivates employees so that they cooperate to achieve an
organization’s goals”. Andrews [24] stated that organiza-
tional structure “consists of job positions, their relation-
ships to each other and accountabilities for the process
and sub-process deliverables”. Organizational structure
directs the competence of work, the enthusiasm of em-
ployees and coordination among the top management and
subordinates for flow of plans and goals in the organiza-
tion to sketch the future plans [25]. Organizational struc-
ture is a way responsibility and power are allocated, and
work procedures are carried out, among organizational
members [8,10,26-29]. Zheng, et al., [30] mentioned that
the most important components of organizational struc-
ture include formalization, centralization, and control.
Formalization measures the extent to which an organiza-
tion uses rules and procedures to prescribe behaviour
[31]. The nature of formalization is the degree to which
the workers are provided with rules and procedures [32]
that deprive versus encourage creative, autonomous work
and learning. In organization with high formalization,
there are explicit rules which are likely to impede the
spontaneity and flexibility needed for internal innovation
[33].

Centralization refers to the hierarchical level that has
authority to make decision. If decisions are delegated to
lower levels the organization is decentralized and if deci-
sion making power authority is kept at the top level it is
centralized [34]. Centralization also creates a non-par-
ticipatory environment that reduces communication, com-
mitment, and involvement with tasks among partici-
pants [33]. Organizational control is a cycle that includes
the three stages of target setting, measuring or monitor-
ing and feedback. Control in the bureaucracy can consist
of rules, standards, and internal procedures [34]. Devel-
oping and enforcing performance control and behave-
ioural prescriptions improve decisions and increases pre-
dictability of performance [35]. Chen and Huang [33]
claimed that decentralized and informal structure will
lead to higher performance. Also Germain et al., [35]
studied the effect of structure on the performance medi-
ating supply chain management and found that in stable
environment, formal structure has a positive effect on the
performance while in dynamic atmosphere negative ef-
fect is attained. Therefore, Zheng et al., [30] concluded
that there is a negative effect of structure on organiza-
tional effectiveness.
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Researchers have argued that if organizational theory
is to be relevant to practitioners, emphasis should be
placed on organizational effectiveness and its influencing
factors [36-40]. In the light of this argument, any mean-
ingful impact of organizational structure on a firm should
be measured in terms of the relationship with the firm’s
effective performance. In discussing the difficulties of
determining organizational effectiveness, Bedeian [41]
said, “Although effectiveness is a central theme in the
study of organizations, it remains one of the most fre-
quently cited yet least understood concepts in organiza-
tion theory”. Bedeian [41] continued to say that failing to
consider organizations goals, characteristics, and con-
stituents lead to faulty assumptions of performance. Once
an organization decides how it wants its members to be-
have, what attitudes it wants to encourage, and what it
wants its members to accomplish, it can design its struc-
ture and encourage the development of cultural values
and norms to obtain these desired attitudes, behaviors,
and goals [23]. Sablynski [20] found no relationship be-
tween employee performance and span of control, but
higher levels of job satisfaction were evident in decen-
tralized organizations because span of control portion of
organizational structure defines the amount of employees
an authority figure is responsible for. The span of control
is expressed in one of two ways: a wide span of control
where managers supervise many employees as well as a
narrow span of control where managers supervise few
employees [42]. Sablynski [20] says organizational struc-
ture decreases employee ambiguity and helps explain and
predict behavior. Brown [43] believed the basis for or-
ganizational structure is alignment of the organization
purpose with necessary resources. Companies that grow
rapidly are those that make the best use of their resources,
including management talent. As a company grows, the
impact on the structure of the organization is significant.
This can be especially true when the organization be-
gins to expand to other geographic regions and the
structure of the organization is spread out over many
miles.

A company may start out small; however, as time goes
by when more employees may be hired, it is necessary
for the departmental managers to create a managerial
structure. Additionally, an executive team may be re-
quired to run the various aspects of the business, and
there may be the need for middle managers who would
report to the managers. Penguin [44] stated that, organ-
izational effectiveness and its relation to structure is de-
termined by a fit between information processing re-
quirements so people have neither too little nor too much
irrelevant information. However, the flow of information
is essential to an organization’s success [45]. The or-
ganization’s structure should be designed to ensure that
individuals and departments that need to coordinate their
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efforts have lines of communication that are built into the
structure. Companies may use various organizational
structures for communication purposes. Large companies
have many levels of management. Therefore, the most
effective way to communicate is from top of the organi-
zation down. Executives create certain operational pro-
cedures which they communicate to directors and man-
agers. Managers, in turn, explain these operational pro-
cedures to subordinates or hourly employees. Wolf [13]
said structure has a direct effect on the success of an or-
ganization operational strategy. “Good organization struc-
ture influences the execution behaviors of a company.
Structure not only shapes the competence of the organi-
zation, but also the processes that shape performance”.
Therefore, Clemmer [46] supported the idea that organ-
izational structure shapes performance: Good performers,
in a poorly designed structure, will take on the shape of
the structure. Many organizations induced learned help-
lessness. People in them become victims of “the system”.
This often comes from a sense of having little or no con-
trol over their work processes, policies and procedures,
technology, support systems and the like. These feelings
are often amplifies by a performance management sys-
tem that arbitrarily punishes people for behaving like the
system, structure or processes they have been forced into.
Walton [14] tied structure to effectiveness, asserting that
management restructuring is designed to increase not
only the efficiency but also the effectiveness of the man-
agement organization. Walton [14] associated quicker res-
ponses to problems, increased unity of functions, coher-
ent and consistent priorities, enhanced abilities, and ca-
reer satisfaction with the performance benefits of struc-
tural alignment. A given structural alignment can only
emphasize a few of the interdependencies among activi-
ties. Therefore, appropriate structures must ensure that
the most important types of coordination occur [14]. Or-
ganizational structure includes decision-making, custo-
mer’s needs, and harnessing experience [8,10,27,29,36].
Decision-making authority is influenced by organiza-
tional structure. In decentralized structure front-line em-
ployees are often empowered to make on the-spot deci-
sions to meet customer needs [47]. An example of this
is the clothing store clerk who is able to offer a refund
or exchange without management’s authorization. In
central structures, low-level employees pass critical
information to managers, who make the majority of
decisions. Organizational structure has an impact in
harnessing experience of employees [45]. Companies
may arrange their companies by specific functions,
such as marketing, accounting, finance and engineer-
ing. The purpose of grouping departments by function
is to use the experience of groups to accomplish tasks
and projects.

A certain synergism exists when skilled employees of
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similar talents work together as a whole. For example,
marketing and advertising managers can better evaluate the
potential success of a new product introduction as a group.

2.2. Thelnfluencing Factors

In this study the influencing factors we considered are
among the factors described by contingency theory, and
by incorporating elements of the strategic choice ap-
proach. Many authors have noted the impact of these
factors and elements on organizational structures. Indeed,
in response to different environmental circumstances, the
organizational structure is conditioned by decisions re-
garding the internal organizational level in general and
designed variables in particular (centralization, formal-
ization and control), both of which are governed by or-
ganizational leaders’ perceptions and preferences in re-
sponse to external factors. The factors taken into account
in this study are:

2.2.1. Decentralization of Decision Making

Menon and Varadarajan [48] maintained that, centraliza-
tion fosters a hierarchical organizational structure where-
by ultimate power and decision-making is concentrated
at the top rather than shared with lower levels of the or-
ganization. Hollenbeck [49] argued that one of the most
widely-studied dimensions of organizational structure is
centralization, which deals with the aspect of vertical
structure and refers to the degree to which decision-
making authority and responsibility for coordination re-
sides at the top of the organizational chart as opposed to
being distributed throughout lower levels.

2.2.2. Customer Interaction

Auh and Mengue [50] attempted to relate this factor to
centralization and concluded that as customer interaction
demands a broad focus of authority and organization-
wide participation, it requires more decentralized and less
hierarchical structures. Similarly, Jabnoun [51] sought to
identify the organizational structure that supports the
implementation of customer interaction total quality ma-
nagement. The results show that the dimensions of proc-
ess network and organic structure support the implemen-
tation of customer-interacted total quality management,
while risk aversion, mechanistic structure and complexity
impede it.

2.2.3. Value of Innovation

Selto et al., [52] addressed the issues of the best “fit” of
organizational structure and controls for just-in-time and
total quality management.

2.2.4. Marketing Considerations

Sundaram and Black [53] argued the need for better and
newer applications of organizational theories to the study

Copyright © 2013 SciRes.

of multinational enterprises.

2.2.5. Intensifying Competition

Vroom [54] attempted to elucidate how organizational
design characteristics are related to the competitive be-
havior of firms. Although previous research suggests that
in cases of strategic substitutability, firms tend to choose
organizational structures and compensation systems that
commit the firm to behaving aggressively in the product
market, thus reducing firm and industry profits, he ar-
gued that simultaneous determination of organizational
structure and compensation systems may enable firms to
tacitly collude and achieve the perfectly collusive out-
come despite the non-cooperative setting.

2.2.6. Liberalization of the Economy

Snow et al., [55] proposed a network organization struc-
ture as an organizational response to a context of global-
ization, technology transfer and technological change,
deregulation, changing workforce demographics, manu-
facturing advances, faster, lower cost communications
and greater social and political freedom.

This paper integrates many business management lit-
eratures to understand the influencing factors and impact
of organizational structure in an organization. Therefore,
the paper develops a research frame work that examines
the concept of organizational structure and it influencing
factors on selected firms in Hanoi, Vietnam.

3. Methodology

The methodology used in this study was qualitative.
Therefore, in order to provide an independent source of
information about the sample firm’s degrees of organiza-
tional development, we used email survey to collect in-
formation about these firms. A sample size of fifty six
firms located in Hanoi, Vietnam was used in this study.
The questionnaire used in the survey consisted of ques-
tions sought to obtain data on the use of the different
technologies, employee training and the number of hier-
archical levels. Specifically, firms were asked to assess
how the variables defined above (see also Table 1) had
modified the organizational structure, rating the degree
of modification on a Likert scale from 0 to 10, where 0

Table 1. Results of exploratory factor analysis applied to
thevariables studied.

Items First Factor  Second Factor
Decentralization of decision making 0.981 0.181
Marketing considerations 0.962 0.153
Liberalization of the economy 0.874 0.432
Customer interaction 0.110 0.816
Intensifying competition 0.298 0.801
Value of innovation 0.500 0.600
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meant “not modified at all” and 10 meant” completely
changed”. The data was analyzed using multivariate ana-
lysis in order to understand the behavior of the vari-
ables studied. Two analyses were applied: 1) an explora-
tory factor analysis that allowed the variables to be
grouped in a theoretical rather than an observable factor;
and 2) a cluster analysis that enabled groups of firms to
be created that were related to organizational structures.
Both analyses were described below.

3.1. Exploratory Factor Analysis

The aim of the exploratory factor analysis was to group
the variables into a few latent factors, in which the most
closely related variables are linked together in the same
factor.

We applied two tests of the correlation matrix: 1)
Bartlett’s test of sphericity (measures the null hypothesis
that the there is a linear dependence between two vari-
ables) and 2) the Kaiser-Meyer-Olkin test (a statistic
which indicates the proportion of variance in a sample).
Both tests are measures of sampling adequacy to validate
the use of factor analysis. Bartlett’s test with the value of
x° = 364.74 (significance level: 0.000) confirmed the
linear dependence between the variables, and thus the
analysis could continue; the Kaiser-Meyer-Olkin (KMO)
test with a value of 0.931, also confirmed that factor
analysis was likely to generate satisfactory results [56].
Two factors were extracted from the analysis. The KMO
criterion was used to retained only those factors that rep-
resented Eigen values of one or greater. These first two
factors accounted for 93.06% of the initial variance,
which represented a good proportion of information. Ap-
plying the method of Varimax rotation, loadings were
obtained for each factor for each of the variables (Table
1). The two factors obtained were then used as inputs for
a cluster analysis, which aims to group firms with a si-
milar within-group (but different between-group) beha-
vior. This analysis is described below.

3.2. Cluster Analysis

This analysis sought to classify the firms according to
their orientation, that is, more strategic or more custo-
mer-oriented. The method employed was hierarchical [57]
and used distances to measure the similarity or dissimi-
larity between individuals. The method used to obtain the
groups was that of Ward [58], this being one of the most
robust methods and one that is able to create homogene-
ous groups with minimum variance. This resulted to a
three-group classification. The model’s goodness-of-fit
was measured through the mean square of the eta, 7° as
0.768 (5° = 0.768). To complete the description of each
group by adding information about its organizational struc-
ture, a contingency table was drawn up to determine
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whether there was a relationship between groups and
structures. Structures were grouped into three general
forms: simple (linear, functional, adhocratic), complex
classical (line-functional, divisional, in matrix, collegial)
and complex new (federal, in clover, network). The con-
trast was statistically significant at the 90% level, with
p-value =0.113.

4. Results and Discussion

The first factor represents the variables that are more
closely related to internal factors, while the second con-
cerns issues related to customer interaction. In the first
factor all variables have a high loadings-decentralization
of decision making, marketing considerations, and liber-
alization of the economy. This factor measures whether
these variables linked to internal factors modify in some
way the structure of the organization. In the second fac-
tor the contributions were lower, and the biggest differ-
ence concerned the variable “value of innovation” which
only makes a minor contribution. The two variables are
related to customer interaction, since greater competition
to meet customer expectations will help to avoid losing a
market share. Value of innovation is important to obtain
the product or service that satisfies customers.

The results of cluster analysis from the inputs of the
two factors revealed three groups of firms as shown in
Table?2.

4.1.Group 1

This group had twenty four firms and it is the largest
group detected (42.90% of the sample). The firms from
this group consider that variables related to internal fac-
tors have not modified their organizational structures;
external factors such as customer interaction variable was
also regarded not to have modified structures, although to
a lesser extent. The members of this group mostly pre-
sent simple structures (48% of firms’ organization),
complex new forms (31% of firms’ organization) and
complex classical forms (21% of firms’ organization) are
the least frequent.

4.2. Group 2

Comprised seventeen firms, representing 30.36% of the
sample, members of this group rate both factors almost

Table 2. Description of groups.

Main organizational

Firm Members (Internal (External structures
Groups Factors) Factors)
Simple Classical New
Group 1 24 -1.24 —0.14 48% 21% 31%
Group 2 17 1.08 1.00 11% 53% 36%
Group 3 15 0.81 —0.89 23% 70% 7%
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at the same level in terms of modifying structure. For
these firms, internal factors and external factors have
both changed their structure. The predominant organiza-
tional form in this group is complex classic (53% of
firms’ organization). Complex new structures are present
in 36% of firms’ organization, while simple forms are the
least common (11% of firms’ organization).

4.3. Group 3

This is the smallest group obtained and it includes fifteen
firms (26.79% of the sample). In this group both factors
were rated similarly, although for internal factors were
rated as having changed their organizational structures,
whereas external factors were not seen as modifiers these
firms. In this group only one firm had the complex new
form (8%), whereas simple structures were present in
23% of the firms’ organization and the complex classic
form in 70%.

The above three groups of firms were identified ac-
cording to the different ways in which they regarded im-
pact of variables that are influencing factors of change in
organizational structures. These variables are grouped
into two factors, first related to internal factors (factors
which are from the enabling environment under the con-
trol of the firm) and the second associated to external
factors (those factors from the enabling environment
which are not under the control of the firm). Results of
exploratory factor analysis applied to the variables stud-
ied showed that “decentralization of decision making”
makes the largest contribution to the first factor. This
outcome reinforces Hollenbeck’s [49] argument that such
a variable as received the most attention in the study of
organizational structures. The second factor emphasized
customer interaction, which according to Auh and Men-

gue [50] was negatively related to the first variable factor.

It was the variable that made the greatest contribution.
With respect to the resulting groups, the first was the
largest, comprising twenty four firms. These firms were
simple organizational structures which believed that in-
ternal factors did not change their structure. The second
group structure consisted of seventeen firms, the majority
of which had a complex classical structure; these firms
did consider that both internal and external factors modi-
fied their structure. The third group of fifteen firms,
mostly with a complex classical structure also considered
that internal factors modified their organizational struc-
ture.

A well designed organizational structure promotes
success. Businesses require structure to grow and be
profitable. Designing an organization structure helps top
management identify talent that needs to be added to the
company. If an organizational structure does not fit the
company’s goals and objectives, it can hinder coopera-
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tion therefore, the completion of tasks will result in
slower cycle times and inefficient use of resources.

5. Conclusion

In this paper we presented the findings of a study to
evaluate the influencing factors and impact on organiza-
tional structure of a sample of firms located in Hanoi,
Vietnam by using structured questionnaires with respect
to these factors. It was found out that in those groups that
consider the variables of internal factors to be modifiers
of structure, the organization al structures are of the
“complex classical” type, where as simple forms pre-
dominate in the group that believes these variables do not
modify their structures. Accordingly, depending on the
presence, direction and intensity of the forces exerted by
various environmental dimensions and of decisions on
how to manage the work, the division of activities in
which firms were committed will be determined toward
the production of different organizational forms. That is
why studying influencing factors on organizational struc-
ture is one way to improve organizational effects on
firms. The study focuses on six influencing factors (in-
ternal and external) on organizational structure. There-
fore, for future research, a larger sample, including more
variables related to confidence in the environment is
recommended.
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