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Avrticle history: The primary aim of this survey is to study the relationship between organizational structure and
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1. Introduction

Superiority in competition is the magjor purpose of any organization in the current unpredictable and
changeable business environment and small shortcoming may end them up having undesirable
consequences. Unpredictable, constant and unprecedented changes are dominant in the current
business environment. Products and services that are universally across the organizations will not be
easily accessible in future. Some organizations continue their activities with difficulty in such
environment and sometimes they may be encountered with failure, because their organizational
capability is not sufficient to respond environmental changes. Changes in the external environment
compel organizations to react and change. Re-engineering of processes and changing of
organizational structure, constitution of product development teams, implementing various programs
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to reinforce employees, moving towards virtual organizations and increased ability of efficient
responsiveness to changes are necessary activities. Organizations must think beyond adapting with
fast and unpredicted changes and utilize the potential opportunities to come up with new changes
occurred in the current competition world.

Agile enterprise as the paradigm of organization in the 21% century has many advantages since an
agile unit could have a successful strategy in competitive markets with rapid changes of customers
requirements. Agility means the capability to react quickly against environmental changes. However,
various researchers have represented different features for agile enterprises as well as those which are
going towards this path by integrating enablers and agile capabilities. These characteristics act as
directors of agility and direct manufacturing and service organizations towards more survival and
competitiveness. For example, the existing literature on agility provides agility into four different
classes including strategies, technologies, systems and human resources (Sherehiy et al. 2007; Y usuf
et a., 1999; Batlu & Avla 2006). Agile enterprises think beyond adapting with unexpected changes
and intend to implement potential opportunities in market turbulent and achieve a stable status due to
their innovations and competencies. These firms think differently about satisfying customers
reguirements.

The ability to build an agile enterprise with the intended speed has not been provided, because
technology development to manage the organization is still in its early stage. Thus, several important
guestions must be considered about agility in an agile enterprise such as what agility is and how it can
be measured, etc. Responding these types of questions seems to be necessary for experts and
theoreticians who design an agile enterprise.

There are different lessons from organizations, which could successfully implement organizationa
agility program. For instance, organizational structure is one of the most important effective factors
on implementing agility programs. Relative importance of organizational structure in forming
organizational processes especialy organizational structure requires special care about the
relationship between agility and the process of implementing organizational agility. Various studies
in this field have created fast changes in replacing traditional, centralized and inactive structures with
active, dynamic, participatory and self-managed organizational structures (Mihm et al., 2010).

2. Reviewing research literature

Research literature is represented in three sections. Agility, its concept and the existing viewpoints
about it will be discussed in the first section. Literature regarding organizational structure and its
dimensions are represented in the second section.

2.1 Organizational agility

Adgility improves the organization's capability to offer high quality products and services. Therefore,
it could play essentia role for increasing effectiveness. Agile enterprises are aways prepared to learn
more, which increases profitability arising from utilizing new opportunities. Drucker is believed to be
the first who proposed the term agile enterprise when he compared the structure of current
manufacturing companies with a heavy ship especially after integration in terms of nature. He stated
that a group of smaller ships could replace a big ship with increased flexibility and responsiveness
through the nature of their structure. There are strong motivations to show agile production is the
necessary condition for competitiveness. Various organizations were pressured heavily to access
more flexibility, shorter delivery time and more diversity of products and services since the beginning
of the 1990's. Therefore, many firms have moved to dominate challenges such as variable demand of
consumers, demand for high quality and minimum cost of production as well as responding special
customers' requirements. They re-engineered their businesses, renewed the structure in responding
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reacting to such challenges, and developed a modern method called organizationa agility. In 1991 a
group included 150 executive top managers of industry took part in a survey in which manner of
competition in the American manufacturing organizations during the next 15 years was investigated.
Thus "Agile Manufacturing Enterprise Forum (AMEF)" dependent on lacocca institute was built in
Lee Hay University and the term agile production was introduced (Sheridan, 1993; Strobbing, 1995;
Richards, 1996; Nagel & Dove 1991).

There is no widely accepted definition for agility since thisis a new topic. Several researchers have
been active in this regard since 1991 onwards and each one represented different definitions. Some of
these definitions are classified in the following,

- Adgility refers capability of successful production and selling of an extensive range of products
with low cost, high quality, short delay times and variety of classes size which create value
for various and certain customers through production based on mass customer needs (Van
Assen et al., 2001).

- It is the ability to respond effectively to events that are changed rapidly and are unexpected
(Dove, 1996). Another definition specifies that agility is a comprehensive strategic response
to mgjor and significant changes, which is occurred in the dominant competitive system on
trade in the economy of the first world.

- According to Yusuf et a. (1999), agile is searching competitive principles successfully in
terms of speed, flexibility, creativity, being proactive, quality and profitability through
integration of resources which could be re-shaped. In addition, it is the best practical
technique in a specialized environment to provide services and products based on customers
requirements in a market environment where quick changes are occurred.

Agility is, in fact, a new paradigm to engineer competitive firms. The proposed paradigm indicates a
step forward, which generates new meanings for better and successful performance and practically is
a strategic approach to look for new conditions of business environment. Responding to different
changes and looking into their advantages through strategic utilization of manufacturing, service and
managerial tools and techniques are the main concepts of agility (Sharifi & Zhang, 1999). Darvin
explains in his book entitled “the origin of species’ that species change during the time to be adapted
with the environment and the remaining species are not stronger or more intelligent; rather they are
the species, which respond changes more easily. Reflecting this theory in business helps survival of
those organizations, which adapt themselves well with new and changeable environment and are
ready to be changed.

Adgility rejects relatively old techniques of performing things, which are suitable for static conditions
of traditional operations. Creating and developing flexible firms and equipments with a very high
sengitivity to environmental changes and the market are required in a competitive and very
changeable environment. Agility can be described as the ability to survive and advance in a very
competitive environment with continuous and unpredictable changes through fast and effective
reaction towards changes as well as production of products and services based on customer's
requirements (Crocitto & Youssef, 2003). Given the fact that agility is new concept, there is no
widely accepted definition (Noaker, 1994; Goldman et al., 1995; Richards, 1996; Van Assen et a.,
2001), proactive reaction to changes (Goldman & Nagel, 1993; Bessant, 2001), profitability from the
environment (Noaker, 1994, Goldman & Nagel, 1993; Goldman et al., 1995) and the ability to
survive and advance with continuous and unpredicted changes (Dove, 1999; Maskell, 2001; Richards,
1996; Rigby et a. 2001).

Thus paying attention to enablers and agility capabilities play important role to create agility. Agility
enablers are elements, concepts and techniques, which help obtain a desirable level of agile
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capabilities. Any organization wishes to be agile and stands in its place with confidence must have
these capabilities at a desirable level. Agile capabilities have been represented in different groupings
and based on diverse viewpoints. The most well-known groupings used as the primary input are
responsiveness, competency, coincidence and flexibility and quickness (Lin et al., 1995; Sharifi &
Zhang 1999).

Various researchers have represented different characteristics for agile enterprises to move towards
agility by combining enablers and agility capabilities. These characteristics act as directors of agility
and direct manufacturing and service organizations towards more survival and competitiveness. For
instance, the existing literature regarding agility based on nature and scope divides tools, which
provide agility into four various classes including strategies, technologies, systems and human
resources (Sherehiy et al., 2007; Yusuf et a., 1999; Batlu & Avla, 2006). In addition, the existing
literature about each group is divided into different subgroups that the purpose is a more clear
representation and highlighting some key factors of agility in each group and subgroup. Agility must
be in all functiona areas of the organization to respond changeable needs effectively. Therefore,
obtaining agility requires flexibility and sensitivity in strategies, technologies, systems and human
resources (Bierd et a., 2001, Bharadwaj, 2000; Y usuf et a., 1999).

2.1.1 Dimensions of agility
Firms are complex phenomena, which should be observed systematically and agility is a complex

concept too that four dimensions have been suggested to achieve it. These dimensions could be
observed systematically in the following diagram and it is possible to define an agile firm.
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Organizations moved in the path to dominate challenges such as changeable demand of consumers,
demand for high quality and minimum cost of production as well as responsiveness to special needs
of customers for survival and advancement. They re-engineered their businesses and renewed their
structure in responding to these challenges and developed a modern approach called organizational
agility (Sheridan, 1993; Strobbing, 1995; Richards, 1996; Nagel & Dove, 1991).

Adgility rejects relatively old methods of doing things, which are suitable for static conditions of
traditional operations. Creating and developing too flexible organizations and equipments with a very
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high sensitivity to environmental changes and the market are required in a competitive and very
changeable environment. Agility has been defined as the ability to survive and advance in a very
competitive environment with continuous and unpredictable changes through quick and effective
reaction towards changes as well as production of products and services based on customer's need
(Crocitto & Y oussef, 2003).

2.1.2 Characteristics of organizational agility

Organizational agility means the ability for survival and advancement in an environment with
continuous and unpredictable changes. Indeed, agility is a response to challenges of enjoying quick
and continuous changes of global markets for high quality, excellent performance and customized
products and services. Agile enterprises not only continue their survival in such environments but
also obtain numerous benefits from this changeable and uncertain environment and create golden
opportunities for themselves. In order to achieve agility an organization should:

Evaluate performance of its personnel and value of its products and services continuously.
Respond permanent changes in needs of its customers.

Learn new things.

Has high information content.

Be ready to respond sudden changes and events.

Use advanced technologies.

Use new opportunities, which enhance profitability and productivity.

2.2 Organizational structure

Implementing each organizational process needs paying attention to its necessities and a suitable
context based on organization studies. Organizational structure is one of the most important
dimensions of each organization. It can be stated as the most mgjor part of the organization after
organizational purposes. Structure is compared to skeleton and formation basis of other internal
sectors and external environment of the firm (Powell, 2002). Organizational structure is one of the
most important concepts in constitution of an organization. Extensiveness of definitions and
effectiveness of structure focus on its importance especially there is a relationship among any
organizational change and dimensions of the organization's structure.

Various definitions have been represented for organizationa structure where each one refers one
functional aspect of structure. Some people view structure as a device to divide labor in the
organization, which could determine individuals' status in organizational diagram. On the other hand,
some other people believe structure provides suitable conditions to control things in the organization.
Organizational structure is the model and map of relationships and interactions among sections and
elements of an organization (Cyert & March, 2007). Forma relationships among individuals, status
of jobs and organizational posts, access level to information framework, job descriptions (how to do
works), how to allocate resources, rules and regulations, mechanisms to follow and execute rules and
coordination among activities are some of the consequences of creating and designing organizational
structure (Ergenli et a., 2007).

Organizations have various types of structure used in terms of requirement and conditions of that
organization. In a general, classification structure of organizations is divided into two types:
mechanical structure and organic structure. Mechanical structure is usable for stable and predictable
environments and organic structure is used in turbulent and changeable environments (Gresov &
Drazin, 2007).
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Mechanical structure of the organization is recognized by characteristics such as high complexity and
formalization, centralization and planned behaviors in the framework of rules. In this structure, the
manager depends on policies of the firm and acts slowly in reacting towards unpredictable events
(Mihm et al., 2010). On the other side, organic structure is flexible and degrees of individuals effects
are based on skill and knowledge. Tasks in this structure are flexible and information exchange is
emphasized. Decentralized authorizations, fewer rules and regulations, informal communication
network and considering self-control provide conditions for the organic structure to adapt more with
the environment (March & Simon, 2009).

Powell (2002) explained that organic structures provide suitable conditions to implement
organizational agility programs. In fact, there are different characteristics such as flexibility,
dynamism, mobility, freedom of action and paying attention to proficiency and competency.
Difference in various organizational structures is associated with differences in their dimensions and
components. Studying all aspects of structure is too time-consuming because of extensiveness and
variety in structure studies (it is more due to antiquity of this concept). Thus, Robbins research about
structure dimensions (three components of complexity, formalization and centraization) is the
standard to study organizational structure in this survey due to its high antiquity and scientific support
(Robbins, 1998).

A) Complexity: it refers the limit that there is separation in the organization (Child, 2008). Daft
believes complexity is number of management levels in the organization (Daft, 1998: 213). Generally
complexity is applied to amount of job titles (dispersion of jobs in the organization), number of
managerial hierarchy and levels, education level and geographical dispersion of units in the
organization from each other. Complexity includes vertical, horizontal and geographical complexities
(Gresov & Drazin, 2007). Geographical complexity considers separation among the units based on
geographical situation. Vertical complexity refers levels of the organization and manageria layers
and horizontal complexity refers separation and number of jobs of the same group and rank at one
organizational level (March & Simon, 2009).

B) Formalization: it refers the degree that organizational jobs have become standardized (Robbins,
1998). Generdlly, it is said to the degree that rules, regulations, instructions, by-laws and job
descriptions of personnel in the organization are compiled and written (Gresov & Drazin, 2007).

C) Centralization: the third index of organizational structure is centralization. Most theoreticians
agree it refers the degree a decision-making (financial, human force, plan and exceptional cases of the
organization) are centralized in an organization and secondary activities of decision-making are
affected (Child, 2008). Centralization considers independence level of a job in decision-making and
selection. Some decision-making subsets that could form a centralized scope include determining the
programs, resource allocation, attraction of resources, giving reward, employment and firing,
performance assessment, enhancement, regulation and budget alocation, having access to
information and controlling the processes (Mihm et al., 2010).

3. Research hypotheses

There is a significant relationship between organizational agility and organizational structure in
Alborz Insurance Company.

3.1 Secondary hypotheses

1- There is a significant relationship between organizational agility and complexity in Alborz
Insurance Company.



S. A.A. Ahmadi et a. / Management Science Letters 2 (2012) 2783

2- Thereis a significant relationship between organizationa agility and formalization in Alborz
Insurance Company.

3- Thereis a significant relationship between organizational agility and centralization in Alborz
Insurance Company.

4. Conceptual model of the survey

D
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- doing tasks
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quality
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Fig. 2. Conceptual model

5. Research methodology

This survey was conducted using descriptive-correlation method. It's descriptive because it studies the
existing status in the organization and is correlation because it studies the relationship among
research variables. Statistica population included employees of Alborz Insurance Company in
Tehran province, which was equal to 300 people. Therefore we could use the following formula to
calculate the minimum number of sample size,

N><Z§,2><p><q

=52x(N—1)+z§,2xp><q’ ()
where N is the population size, p=1-qrepresents the yes/no categories, z,,,is CDF of normal
distribution and finally ¢is the error term. Since we have p=0.5,z,,, =1.96and N=300, the number
of sample sizeis caculated asn=73.

Organizationa agility and organizational structure questionnaires were used to collect data. Validity
of the questionnaires was confirmed through content validity and experts views. Cronbach alpha was
used to measure reliability of the questionnaires that Cronbach apha related to organizationa
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structure was equal to 0.874 and that of organizationa agility was equal to 0.819, which indicated

reliability of questionnaires.

Table 1
Structure of the questionnaires
Row Variable Dimension Questions

1 Flexibility 1-3
2 Responsiveness 4-6
3 Culture of change 7-11
4 Organizational agility Speed 12-14
5 Integration 15-16
6 Service quality 20-22
7 Competencies of the organization 20-22
8 Human resources 23-27
9 Compl exity 1-5
10 Formalization 6-10
11 Organizational structure Centralization 11-15

Descriptive statistics which study demographic variables such as gender, education level, etc. are
studied to analyze the collected data. Kolmogoroff-Smirnoff test was used in analytica statistics to
study data normality. After determining data normality, Pierson correlation test was used to study
relations among organizational agility and organizational structure. Mean and standard deviation
were applied to study dimensions of organizationa agility and organizational structure in Alborz
Insurance Company. Analyses were conducted using SPSS software.

6. Results of statistical analysis

Kolmogoroff-Smirnoff test has been used to determine whether data is normal or not and the results
are displayed in the table (2). Results indicate normality of data related to research variables.

Ho: datais normal (datais obtained from normal population).
Hi: datais not normal (datais not obtained from normal population).

If significance level is more than the error amount, Ho is concluded and if it is less than error amount,

H is concluded.

Table 2
Results of statistical analysis

Variable Significance Error amount Confirmi ng the Conclusion
level hypothesis
Flexibility 0.550 0.05 Ho It isnormad
Responsiveness 0.532 0.05 Ho It isnormal
Culture of change 0.367 0.05 Ho Itisnormal
Speed 0.189 0.05 Ho It isnormal
Integration 0.067 0.05 Ho It isnhormal
Service quality 0.109 0.05 Ho Itisnormal
Competencies of the organization 0.201 0.05 Ho Itisnormal
Human resources 0.111 0.05 Ho Itisnormal
Complexity 0.101 0.05 Ho Itisnormal
Formalization 0.089 0.05 Ho Itisnormal
Centralization 0.452 0.05 Ho Itisnormal
Organizationa agility 0.099 0.05 Ho Itisnormal
Organizational structure 0.211 0.05 Ho It isnormad
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Based on the information of Table 2, we can conclude that al collected data is normal. Mean,
standard deviation and dispersion coefficient were used to study the status of organizational agility
variables in Alborz Insurance Company.

Table 3
Status of organizational agility variablesin Alborz Insurance Company
Index Mean Standard deviation Dispersion coefficient

Flexibility 3.06 0.82 0.27
Responsiveness 3.18 0.84 0.30
Culture of change 2.70 0.92 0.34
Speed 3.35 0.79 0.33
Integration 3.50 0.86 0.34
Service quality 3.18 0.65 0.30
Competencies of the organization 2.90 0.77 0.27
Human resources 2.88 0.68 0.24
Organizational agility 3.19 0.75 0.37

According to obtained findings in the Table 3 it could be claimed that the existing status of Alborz
Insurance Company is at average level in the scope of organizational agility and its amount is equal to
3.19. Integration of the organization with mean equal to 3.50 has the best status and culture of change
with mean 2.70 is the worst index among organizational agility variables. According to the obtained
findings from mean, standard deviation and dispersion coefficient indexes related to organizational
structure variables it was determined that status of organizational structure in Alborz Insurance
Company was at an average level with mean amount of 3.28.

Table 4
Findings from mean, standard deviation and dispersion
Row Dimensions Mean standard deviation dispersion coefficient
1 Complexity 3.25 0.66 0.23
2 Formalization 3.13 0.75 0.31
3 Centralization 3.44 0.68 0.27
4 Organizational structure 3.28 0.63 0.26

6.1 Testing research hypotheses

Testing secondary hypothesis 1: There is a significant relationship between organizationa agility and
complexity in Alborz Insurance Company.

Hy: p = 0 There is no relationship between organizational agility and complexity in Alborz Insurance
company.

Hp: p#0 There is a relationship between organizational agility and complexity in Alborz Insurance
company.

Table 5
Testing research hypothesis 1

Variable Significance level Correlation coefficient

Relationship between organizati onal agility and 0.291 0111
complexity

Amount of significance level was obtained equal to 0.291 and more than error amount of 0.05 by
conducting the test. Therefore, Ho is confirmed, it means that no significant relationship is observed
between organizational agility and complexity in Alborz Insurance Company. As a result, secondary
hypothesis 1 is rejected.
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Testing secondary hypothesis 2: there is a significant relationship between organizational agility and
formalization in Alborz Insurance Company.

Hy: p =0 There is no relationship between organizational agility and formalization in Alborz Insurance

company.
Hyp: p # 0 There is a relationship between organizational agility and formalization in Alborz Insurance
company.
Table 6
Testing research hypothesis 2
Variable Significance level Correlation coefficient
Relationship between organizational agility and formalization 0.001 -0.348

Amount of significance level was obtained equal to 0.001 at confidence level 99% by conducting the
test. Therefore, Hy is rejected; it means that there is a significant relationship between organizational
agility and organizational structure in terms of formalization dimension in Alborz Insurance
Company. As a result, secondary hypothesis 2 is confirmed. Amount of correlation coefficient was
obtained equal to -0.348.

Testing secondary hypothesis 3: There is a significant relationship between organizational agility and
centralization in Alborz Insurance Company.

Hy: p=0
There is no relationship between organizational agility and centralization in Alborz Insurance Company.
Hy: p#0
There is arelationship between organizational agility and centralization in Alborz Insurance Company.
Table 7
Testing research hypothesis 3
Variable Significancelevel  Correlation coefficient
Relationship between organizational agility and centralization 0.011 -0.264

Amount of significance level was obtained equal to 0.011 by conducting the test. Therefore, H; is
confirmed, which means that there is a significant relationship between organizational agility and
organizational structure in terms of centralization dimension in Alborz Insurance Company. As a
result, secondary hypothesis 3 is confirmed. Correlation coefficient between the two variables is
equal to -0.264 that shows indirect relationship between these two variables.

Testing primary hypothesis: there is a significant relationship between organizational agility and
organizational structure in Alborz Insurance Company.

H(): p= 0
There is no relationship between organizational agility and organizational structure in Alborz Insurance
Company.
Hy: p#0

There is a relationship between organizational agility and organizational structure in Alborz Insurance
Company.

Table 8
Testing research hypothesis
Variable Significance level  Correlation coefficient
Relationship between organizational agility and organizational 0.001 0.349

structure
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Amount of significance level was obtained equal to 0.001 at confidence level 99% by conducting the
test. Therefore, Hy is regjected; it means that there is a significant relationship between organizational
agility and organizationa structure in Alborz Insurance Company. As a result primary hypothesis is
confirmed. Amount of correlation coefficient isequal to 0.349.

7. Recommendations

In order to improve organizational agility in Alborz Insurance Company the following
recommendations are represented.

Structure of the organization: structure of the organization must be flexible. The following acts could
be done regarding the organization's scope:

e Partnership with other organizations and even among various branches of Alborz Insurance

e Improving flexibility through decentralization and adopting flexible structures

e Propagation of culture of change and modernity

Individuals: ability and flexibility of human play an important role in an agile enterprise that is faced
with continuous environmental changes. The following acts are effective in this regard:

Focusing on group activities and participation culture
Granting authority to the personnel in the organization
Relying on education as an important tool

Training various skills to the personnel

Technology to respond changes and offer appropriate services. an agile production system has the
capability to confront unpredicted changes. These changes could be in products model. Thus, an agile
production system must have the capability to produce new products. The following actions are
important in this regard:

e Investment in appropriate and modern hardware technologies

e Using flexible systems of service offering to adapt with changes in composition and manner
of ordering the insurance policies

e Utilizing flexible service support systems to adapt with changeable conditions to order policy
insurances

e Establishment of a system to issue electronic insurance

Information technology to accelerate responsiveness and doing tasks quickly: one of the distinctions
among agile systems and other systems is high information content. Moreover, volume of the
exchanged information among partner companies is high and this makes the necessity of protecting
key information in each organization more obvious. Therefore, agile enterprises need advanced and
flexible information and communication systems to assure fluent and secure flow of information
given to the problems and adapt themselves with changing conditions. The following acts are
recommended in this regard:

e Using appropriate standards and protocols in information exchange among the organizations

e Using modern information and communication systems and technology in order to make
appropriate and timely relation among partner companies

e Integration of dispersed elements including customers, suppliers and colleagues in virtua
organizations
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