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In today's interconnected world, companies are increasingly expanding their operations across
borders and establishing global presence. Designing global organizational structures is crucial
for companies to effectively manage their resources and achieve their strategic objectives. In this
tutorial, we will explore the key considerations and steps involved in designing global
organizational structures, with a focus on the relationship between organizational structure and
resource allocation.

1. Understand the Business Strategy:
Before designing a global organizational structure, it is important to understand the company's
business strategy. This will help in aligning the organizational structure with the strategic
objectives and ensuring that resources are allocated in a manner that supports the company's
goals. Considerations such as market segment, product portfolio, and geographical reach should
be taken into account during this stage.

2. Analyze the External Environment:
The next step is to analyze the external environment in which the company operates. Factors
such as market dynamics, regulatory requirements, and cultural differences need to be
considered. This analysis will help in determining the level of centralization or decentralization
required in the organizational structure, as well as the need for local autonomy in decision-
making.

3. Define Organizational Roles and Responsibilities:
Once the business strategy and external environment have been analyzed, it is necessary to
define the roles and responsibilities within the organization. This involves determining the key
functions and divisions that will exist in the global structure. Considerations may include
whether to have a functional, divisional, matrix, or hybrid structure, and how to strike a balance
between global consistency and local responsiveness.

4. Determine Reporting Relationships:
Another important aspect of designing global organizational structures is determining the
reporting relationships between various roles and divisions within the organization. This
includes defining the hierarchical levels, establishing reporting lines, and specifying the
communication channels across different geographical locations. The aim is to create a structure
that facilitates effective coordination and information flow across the organization.

5. Implement Technology and Information Systems:
Global organizational structures require robust technology and information systems to support
efficient resource allocation and decision-making. This may include the implementation of
enterprise resource planning (ERP) systems, communication tools, and collaboration platforms.
These systems help in tracking resource utilization, monitoring performance, and facilitating
knowledge sharing across different locations.



6. Create Performance Management and Incentive Systems:
To ensure alignment with strategic goals and efficient resource allocation, it is important to
establish performance management and incentive systems. These systems should be designed in
a way that motivates employees to work towards common objectives and rewards them for their
contributions. Performance measurements should be linked to key performance indicators
(KPIs) that reflect the overarching goals of the organization.

7. Monitor and Continuously Improve:
Designing global organizational structures is an ongoing process that requires monitoring and
continuous improvement. Regular evaluations of the structure's effectiveness, responsiveness,
and efficiency are necessary to identify areas for improvement. Feedback from employees and
stakeholders should be actively sought and incorporated into the design process.

Remember, designing global organizational structures should be driven by the need to
effectively allocate resources in order to achieve strategic objectives. By understanding the
business strategy, analyzing the external environment, defining roles and responsibilities,
determining reporting relationships, implementing technology and information systems, creating
performance management and incentive systems, and continuously monitoring and improving,
companies can design structures that enable them to thrive in today's globalized marketplace.


