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Abstract

Organizational culture and organizational structure have a correlated inter-relationship. Structure
determines the behaviors, attitudes, dispositions and ethics that create the work culture. In this paper,
the authors analyze the inter-relationship between the organizational structure and culture in the mining
companies in Eastern Serbia. Investigation was conducted in two companies, with 138 participants in
the survey. The research was conducted at the beginning of 2016. The questionnaires included 50 ques-
tions concerning the organizational structure and culture, and were anonymous. The results confirmed
a significant correlation between the organizational structure and culture in the investigated organiza-

tions.
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1 INTRODUCTION

Organizational culture is based on va-
lues, expectations, experiences and beha-
viors of the members of an organization
which contribute to the unique social and
psychological environment of that organi-
zation. It is expressed as an image, interac-
tions with the outside world, future expecta-
tions, and is based on shared attitudes, be-
liefs and customs, written and unwritten
rules that have been developed over the
time, and are considered valid. It is interre-
lated with national culture and organizations
have been found to operate at the optimal
level when there is alignment between na-
tional and organizational culture.

Organizational structure depends on the
organization’s objectives and strategy. It
defines how the roles, power and respon-
sibilities are assigned and how hierarchical
arrangement of lines of authority, commu-

nications, rights and duties are defined in an
organization. It regulates control and coordi-
nation of information flows among the dif-
ferent levels of management. Organizational
culture and organizational structure have a
correlated inter-relationship. Structure de-
termines the behaviors, attitudes, disposi-
tions and ethics that create the work culture.

2 ORGANIZATIONAL CULTURE

Organizational culture could be defined
as a system of assumptions, values, norms
and attitudes manifested through symbols
which the members of an organization have
established and adopted through shared ex-
perience, which helps them define the mea-
ning of the outside world and the way they
interact with it [1]. Organizational culture
defines the character of interpersonal rela-
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tions in the organization, improves motiva-
tion of employees, defines a leadership style,
reduces the number of conflicts and im-
proves the coordination in the organization
[2]. [3]-

Zheng and associates investigated the re-
lationship between the organizational cul-
ture, structure, strategy and organizational
effectiveness, as well as the role of know-
ledge management in linking these elements
[4]. The results of their study shows that the
organizational culture, structure, strategy
and organizational effectiveness have no-
ticeable inter- relationships [4]. Management
of each organization creates a specific,
unique culture. National culture also has a
great influence on the creation of organiza-
tional culture and management. Employees
come to the organization with a certain, al-
ready well-defined value system based on
their national culture, and which is the foun-
dation of an organizational culture. The in-
fluence of national culture on organizational
culture and management is established
through various studies. During the last few
decades, a number of national culture
frameworks have been developed, but the
most frequently used and replicated has been
Hofstede’s [5], [6], [7]. Hofstede primarily
identified the most commonly used dimen-
sions of national culture: individualism vs.
collectivism, power distance, uncertainty
avoidance and masculinity vs. femininity
[5]. Later, in his further investigations in
cooperation with Michael Bond and Michael
Minkov, Hofstede identified two additional
dimensions: the short-term vs. long-term
orientation [8] and indulgence versus re-
straint [9]. National culture dimensions
framework can be used to better understand
the organizational culture, the structure and
the management in different companies [10].
Paunkovic emphasized the importance of the
national culture in defining the optimal or

ganizational structure for the implementation
of sustainable development projects in Eas-
tern Serbia, as well as in managing sustai-
nable development projects. Studies regar-
ding the organizational and national culture
aspects the important published [11], [12].

As well as the national, organizational
culture has its own dimension. The IRIC
(Institute for Research on Intercultural Co-
operation) identified six independent dimen-
sions of practices: the process-oriented ver-
sus results-oriented, job-oriented versus em-
ployee-oriented, professional versus paro-
chial, open systems versus closed systems,
tightly versus loosely controlled, and prag-
matic versus — normative [13].

The mainstream successful companies in
the world, and in Serbia also, have very rec-
ognizable and strong organizational cultures
[14], [15]. Strong culture has a positive im-
pact on motivation and loyalty of the em-
ployees, makes coordination and control of
organization easier, reduces conflicts and
enhances creativity [16], [17], [18].

3 ORGANIZATIONAL STRUCTURE

Every organization, system or company
has its own structure, system of internal
links and relationships. Investigation of the
organizational structure of a certain compa-
ny begins by analyzing and defining the
general task which should be realized
through the overall business, and then by
decomposition it into the partial and indivi-
dual tasks. This decomposition defines a
large number of partial tasks that the com-
pany performs and according to which the
organization should be structured. The ap-
propriate organizational units should be de-
fined in order that the optimal realization of
the entire business process is enabled. Or-
ganizational structure is the result of the
organizational process and is a modus of
effectively achieving business goals. It rep-
resents the way in which business leaders
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are unified for the realization of certain
tasks. A good organizational structure
must provide coordination at all levels.
When managing an organization, both
internal and external factors that create an
adequate organizational structure enabling
organizational goals to be achieved, must
be considered. The most influential inter-
nal factors are the organizational culture
and strategy [4].

There is a relationship between the or-
ganizational culture and structure. Organiza-
tional culture has a great impact on the se-
lection and implementation of an organiza-
tional structure. A new organizational struc-
ture can have an impact on the existing or-
ganizational culture consolidating or chan-
ging it. Culture is an important factor of
organizational structure. Culture is a com-
pletely different component which can sig-
nificantly contribute to the functioning of
organization and affects the other mentioned
components of the organization, including
the structure. Investigations have revealed
and partly explained the nature of the impact
of national cultures on organizational struc-
ture [6], [19], leadership styles [2], [20],
managing organizational changes [21], [22],
job satisfaction [3], organizational culture
[23], human resource management [24].
Organizational models differ from each oth-
er according to a degree of formalization and
centralization. Different organizational cul-
tures also implicate the use of different or-
ganizational models.

4 RESEARCH

In order to explore the relationship be-
tween the organizational culture and struc-
ture in the mining companies, an investiga-
tion was conducted on the territory of East-
ern Serbia. The study included 138 emplo-
yees from the companies working in the mi-
ning sector, located in the municipality of

Bor. Although management of the both
companies has approved the process of in-
vestigation, we did not get the permission to
reveal the identity of the investigated orga-
nizations in publications. For that reason,
they will be referred to as: the Company 1
and Company 2. One of the companies is
publicly owned, engaged in research and
development in mining sector, and the other
one is a private company. Total of 138 par-
ticipants (84 from the Company 1 and 54
from the Company 2) have completed ques-
tioners used for this analysis.

The research in these companies was
conducted at the beginning of 2016. The
investigation was anonymous. The ques-
tionnaire consisted of 50 questions, divided
into four groups. Participants in the study
were asked to grade (1 - not important; 5 -
very important) 11 questions on a scale of 1
to 5 in the questionnaire. For the purpose of
this paper, the groups of questions related to
the organizational culture and organizational
structure were delineated.

5 RESEARCH RESULTS

The general hypothesis for this research
was: There is a relationship between the
organizational culture and structure.

The following tables represent the ave-
rage marks, obtained from the question-
naires. The research was conducted in two
companies, and the results are presented for
both of them.

Regression analysis was used to deter-
mine a connectivity between two variables:
the organizational culture and organization-
al structure. Previously, Kolmogorov -
Smirnov test was performed. The test exp-
lored the fulfillment of conditions for para-
metric statistical tests. The following tables
show the regression parameters of the two
investigated phenomena  (organizational
culture and organizational structure).
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Table 1 Organizational culture and structure

Questions - organizational - o Questions — organizational - o
culture structure
There is a clear and precise
The employges hav_e the new (better) 3.43 | 3.98 | sharing of work tasks of 354 | 441
ideas for doing business - -
employees in the organization
The emp_loyees are rea_dy to tz_;lk_e 277 | 367 Activities and work assignments 367 | 424
risks while implementing their ideas are grouped
The work is oraanized as a There is a well-defined line of
g 3.77 | 4.52 | authority —who is responsibleto | 4.23 | 4.39
teamwork
whom
Management takes into account the 269 | 444 One manager manages a large 351 | 356
needs of employees number of employees
The main strategic decisions
A strong competitive spirit of are made by the top management
employees is expressed 325 | 331 without participation of managers 3821309
from lower levels and employees
(I:Doljrﬁ t((;tisttir\(/)g S%ﬁiﬁg sometimes Decisions are made at all levels
o of oo 324 | 2,65 | of the organization with the 2.30 | 3.39
P g participation of all employees
employees
More importance is attached to the The organization provides the
resglts than the way t_hey_ are 3.70 | 2.48 | detailed work instructions and 310 | 424
achieved — the ends justify the . .
jobs are well-standardized
means
The employees are precise, The behavior of employees is
analytical and detailed when 3.56 | 4.19 | precisely defined by the certain 3.96 | 4.48
performing delegated tasks rules and procedures
The employees in organization are Atlast, the employees agree with
encourap ec}/to have rges ect for others 251 | 4.43 | what their superior says, although | 3.86 | 3.52
g P they do not share his/her thoughts
The orgar_uzatlon shows loyalty 265 | 474 Employees in the organ!zatlon 367 | 333
towards its employees have two or more superiors
In this organization, people in There is a good communication
principle have a great respect for 244 | 4.26 | among employees at the same 3.08 | 4.30
others levels

* Average mark — Company 1
** Average mark - Company 2

Table 2 Regression parameters of the strength of correlation between two determinants

Regression R Coefficient of Corrected coefficient of | Standard error
parameters determination determination of the estimate
0.572 0.327 0.319 2.77041

Calculated correlation coefficient (R) is
0.572 and it is positive. It means that there is
a direct positive correlation between these
two investigated phenomena (organizational
culture and organizational structure). Taking
into account that the value of R is between

0.50 and 0.75, it means that there is a
moderate to good correlation between
organizational structure and organizational
culture.

Corrected coefficient of determination is
0.319, and it can be concluded that the
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organizational culture affects the developing
organizational structure in 32% of the cases.
The rest of 68% of the total variability is not
explained by the regression line, and it is
under the influence of some other uniden-
tified factors. Small probability of error and
statistically significant value of F test shows
that the value of coefficient of determination
is very important for predicting the variances
between variables. Since determination is
high, which is statistically very significant, it

is further necessary to analyze the shape and
strength of a link between the indicators.
Parameters from the statistical model, offset
and inclination (B0 and B1), are checked by
the T-test. Null hypothesis is set which says
that there is no linear link HO: 3 = 0 between
the variances of investigated phenomena in
the basic set, and two-way alternative hy-
pothesis H1: B # 0.The next table shows
statistical parameters of the model of regres-
sion analysis.

Table 3 Statistical parametric model of regression analysis for the organizational culture

and organizational structure

Statistical Non-standardized Standardized t Probability
parameters of coefficients coefficients of error
the model B Standard error R
Cult/constant 10.570 0.886 11.931 0.000
Org. culture- 0531 0.084 0572 6.310 0.000
inclination

It can be seen from Table that
B; =10.570. Since this value is not null,
regression line can be used for prediction.
Probability of the error value is less than
adopted (0.05), and the value of the T-test
for estimation of inclination is statistically
significant. This means that the null hy-
pothesis is rejected, and the alternative H1:
B # 0 is adopted. Regression line can be
used to predict a variation between these
phenomena. In the particular case, the equ-
ation of regression line is y=0.531x+10.57.

The next diagram shows the link between
two variables (organizational culture and
organizational structure).

The next diagram shows that there is a
quantitative correlation between variables
of investigated phenomena. Coefficient of
determination shows that the organiza-
tional structure is the result of existing
organizational culture in 32 % of the ca-
ses. This confirms the starting hypothesis:
“There is a relationship between the or-
ganizational culture and structure. “
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Diagram 1 Dispersion diagram for two variables: the organizational culture and

organizationa

| structure
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5 RESULTS AND DISCUSSION

Organizational structure is affected by a
number of factors such as technology, the
activity that an organization performs in the
economy, the size of organization and many
other factors. Among those factors that in-
fluence developing of the organizational
structure, a special place is occupied by the
organizational culture. The assumptions,
values and beliefs of management and em-
ployees affect the acceptance or rejection of
the certain organizational models. According
to [19], a certain organizational culture can
contribute to development of the organiza-
tional structure, which is unexpected consi-
dering other relevant factors.

By comparison the results related to or-
ganizational culture of the investigated
companies (presented in the tables above),
it is evident that the average mark of the
respondents from Company 1 does not ex-
ceed 3.5, except for the question No.7
(“More importance is attached to the results
than the way they are achieved - the ends
justify the means”) and the question No. 8§
(“The employees are precise, analytical and
detailed when performing the delegated
tasks*). On the other hand, majority of the
respondents from the Company 2 gave an
average mark higher than 4, except for the
question No. 6 (“Due to strongly expressed
competitive spirit, there is a lack of cooper-
ation among employees®, and the question
No. 7. According to these results, the orga-
nizational culture in the Company 2 was
recognized by the respondents as more
satisfactory in comparison with the organi-
zational culture of the Company 1.

The average mark of 4.23 for the ques-
tion No. 25, which belongs to the questions
related to organizational structure, shows
that there is a well-defined line of authority
(“who is responsible to whom™) in the
Company 1. However, based on the average
mark of 2.3 for the claim that the decisions
are made at all levels of the organization

with the participation of all employees, it
can be concluded that the structure of this
organization is quite centralized. On the
other hand, the average marks for the same
questions in the Company 2 is 3.5 and 4.5 so
the conclusion could be that this organiza-
tion has a clearly defined formal structure
where behavior of employees is precisely
defined by the certain rules and procedures,
but also that the employees have possibility
to take part in some business related deci-
sions. The high average marks show that
there is a good communication among em-
ployees at all levels.

The existence of a direct positive corre-
lation between the organizational culture and
organizational structure is confirmed by the
correlation coefficient of 0.572. Coefficient
of determination shows that the organi-
zational structure is the result of existing
organizational culture in 32% of the cases.

Organizational culture primarily affects
two dimensions of organizational structure —
the level of formalization and level of cen-
tralization of decision-making. In this case,
the research has shown that the organiza-
tional culture of the second com-pany organ-
izational culture was recognized by the em-
ployees as more satisfactory in comparison
with the organizational culture of the Com-
pany 1. The work in the second company is
organized as a teamwork, managers pay
attention to the needs of the employees, and
employees have respect for their colleagues.
Based on this, it is expected that the organi-
zational structure of the second company
should be less centralized. The obtained data
justified the expectations, and it is shown by
the average marks for the claim: the main
strategic decisions for the company as well
as the other decisions related to the business
of the organization are made by the top
management without participation of man-
agers from lower levels and employees. As
far as the first organization is concerned, the
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average mark for this claim is almost 4.0
(3.82), and for the second organization is
3.0. Based on the obtained average marks
and on correlation coefficient and coefficient
of determination, obtained by the regression
analysis, the starting hypotheses that there is
a correlation between the organizational
culture and structure is confirmed.

Nevertheless, the average mark of 3.0
for the claim that the main, strategic de-
cisions for the company, as well as the oth-
er decisions related to the business of the
organization, are made by the top ma-
nagement, without participation of mana-
gers from lower levels and employees,
shows an indecisiveness of the employees
of the second company. It could be inter-
preted as if the employees from the second
company did not want to make a statement
about this claim, and it shows that the struc-
ture of the second company is also centra-
lized. These results corroborate Hofstede’s
research on the national culture dimensions
[12], [13]. According to Hofstde, the nation-
nal culture of Serbia is characterized by the
high Power Distance Index (PDI), and con-
sequently, the organizations are generally
expected to have a centralized form of or-
ganizational structure.

CONCLUSION

The mining companies in Serbia are in
a very demanding position. Their business
is characterized by a work of great com-
plexity, obsolete and complex organiza-
tional structure, as well as a hardly ade-
quate management practice, work and
functioning. This situation could be im-
proved creating such an organizational
culture that supports the adequate organi-
zational structure. Adequate structure and
culture alignment could enable companies
to become more profitable and improve
the market position. It is necessary that the
management of these companies under-
stand this complex inter-relationship be-
tween the organizational structure and

culture, as well as the national culture
influence on organizational performance.
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