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STRATEGIES AND STRUCTURES OF POLISH SMES

WIOLETTA MIERZEJEWSKA!

ABSTRACT. The topic of strategy-structure relation has already been
widely discussed in the literature but the research so far concentrated
mainly on large enterprises in developed countries while not much research
has been done on a sample of small and medium-sized enterprises in the
so called transition economies. This study aims to answer the question
whether the strategy is a factor determining organisational structure in
small and medium-sized enterprises and whether the structures of small
and medium-sized enterprises applying various strategies have different
characteristics. Strategies and related organisational structures of SME
were analysed using a sample of 380 companies from the SME sector in
Poland. The research was carried out using the CATI (computer assisted
telephonic interview) method, which made it possible to analyse a large
group of enterprises. Factors determining the organisational structure were
chosen on the basis of a literature review. The description of organisational
structures was based on the concept of Burns and Stalker, identifying
mechanistic and organic structures, the different features in respect of
level of formalisation, centralisation, standardisation and organisational
structure configuration. Strategies were identified according to their
development direction (diversification, internationalisation). Unfortunately,
the findings of this study show very weak statistical relations between
strategy and organisational structure dimensions. This may be associated
with other factors influencing the structure of small and medium-sized
enterprises, and requires further study. However, in managers’ opinion,
applied strategy is one of the most important structure-creating factor.
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Introduction

Organisational structure is a system of certain elements and
their relations which should make it possible to attain goals of an
enterprise. Organisational structures have been evolving along with the
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 changes were introduced
in advance to maintain a high level of enterprise operational efficiency,
and sometimes the changes were forced by both internal and external
factors. It can be stated however that organisational structures were
evolving similar to enterprise management.

The issue of organisational structures is very important and
up-to-date, although recently scientific publications are more concerned
about network structures, while organisational structures are less
exposed. The research on organisational structures can be divided in:
a) research identifying organisational structures; b) research on structure-
creating factors; and c) research on effects of applying a specific
organisational structure. The first type includes research which analyse
organisational structures in respect of parameters that describe them. It
was specific for the first stage of development of management sciences
[e.g. Pugh at al. (1968)]. The second and the third type of research on
organisational structure are concentrated on investigating the relations
between specific parameters or structure types and some elements
typical for an enterprise activities. These are both economic indicators
and applied action strategies [e.g. Dalton et al. (1980); Pleschko (2006);
Tata et al. (1999); Galeti¢ et al. (2000)].

A considerable amount of research on organisational structure is
dedicated to structure-creating factors. Research on structure-creating
factors considers both internal and external factors. External factors are
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identified with the environment in which an enterprise operates. The
previous studies prove the existence of relation between the environment
uncertainty and the shape of organisational structure. And such environment
uncertainty is understood as the level of the organisation's managers'
perception of changes in the external environment. Environment uncertainty
should result in greater flexibility of activities, although not all research
confirm this (Koberg & Ungson, 1987; Bourgeois et al., 1978). Burns &
Stalker (1961) published an important study on the impact of the
environment on the organisational structure, where they introduced
the idea of two extreme forms of organisational structure, depending on
the type of environment in which an enterprise operates. The authors
identified an organic structure in the case of a dynamic and complex
environment, and a mechanistic structure in the case of a stable and
certain environment. A mechanistic organisation is rigid and stable, while
organic organisation, opposed to the former one, is very adaptable,
flexible and changeable. They also suggested that the organic structure
would prevail in situations of high information complexity and lack of
dependence on resources. Mechanistic structure, on the other hand,
would prevail in enterprises operating in sectors with low information
complexity and whose activities are conditioned by access to specific
resources (Lawrence & Dyer, 1983).

External structure-creating factors are also related to national culture
within an enterprise operates. The studies highlighted the diversification in
respect of organisational structure parameters of enterprises from different
countries (Crozier, 1964; Lincoln et al., 1986).

Much more research is dedicated to internal structure-creating
factors such as: age and size of an enterprise; applied production technology
and development of information and communication technologies; strategy;
employed people. The relations between those factors and organisational
structure were investigated among others by Woodward (1965), Perrow
(1970), Aldrich (1972), Kimberly (1976), Blau et al. (1976), Koberg &
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Ungson (1987), Meier & Bohte (2003), Hensel & Glinka (2006), Zammuto
(2007), Brzozowski (2010).

Definitely most research has been dedicated to the dependence
between strategy and structure. The pioneer of research on dependence
between strategy and structure was Chandler (1962). He had noticed
that the development of a company necessitates constant application of
different organisational structure, since coordination of various activities
within structure applied so far becomes more and more difficult as
growth progresses. Development of an enterprise contributes to the
growth of scope, number and complexity of actions undertaken by its
administration. The research of Chandler was further developed by a
group of researchers under the leadership of Scott (1973) from Harvard
Business School. They proved that strategy changes consisting in
shifting from a single product type production to diversification were
accompanied by changes in enterprises' organisational structure.
Reconstruction of an enterprise structure into a division or a holding
results in changes concerning certain levels of formalisation, centralisation,
information flow or control of individual units. Williamson (1975) also
indicates that more complex enterprises, applying advanced strategies,
should introduce restructuring changes enhancing activities efficiency.
Implementation of more complex strategies leads to changes in the area
of internal control, extent of power delegation and application of
coordination mechanisms. The changes concern also centralisation or
decentralisation of certain decisions. Ciborra (1996) indicates that not
only specific strategy, but also the development method (alliances,
mergers and acquisitions) influence the organizational structure.

Wrigley (1970), Rumelt (1972), Donaldson (1982), and
Zakrzewska-Bielawska (2008) also carried out research on the relation
between structure and strategy. They analysed enterprises’ structures
applying diversification as their development strategy. Research results
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prove that diversification requires a radical change of organisational
structure. Research on changes in organisational structures of enterprises
in the internationalisation process was carried out by Krasniak (2012).
He described the nature of organisational structure changes in the
internationalisation process by analysing dimensions of organisational
structures. It turned out that only the relation between internationalisation
and configuration dimension could be identified. However, there was no
such relation between the dimensions of centralisation, formalisation or
specialisation.

Above mentioned researchers studying the strategy-structure
relation indicate that strategy changes are not the only factor causing
structural changes. Additionally, such factors are: expanding knowledge
about enterprise organisation and new structure types, as well as growing
competition and environment changes. It should be highlighted that a
considerable amount of research includes analyses of influence of internal
and external factors on the shape of organisational structure. Zakrzewska-
Bielawska (2008) carried out such research, which resulted in listing
factors that could influence the shape of organisational structure. Also
Lichtarski (2011) indicates that external factors are mainly stimuli,
while among internal factors there are many ones with two-direction
influence and barriers that have a negative impact on the implementation
and development of task-related structures.

The research mentioned above covered mainly large enterprises.
There is no research on structure changes that occur under the influence of
strategy in SMEs. Even fewer articles can be found on the comparison
between the strategy and changes in the structure of large enterprises
and SMEs respectively. It turns out that enterprises, irrespective of
their size, tend to implement integrated strategy focusing both on costs
and quality. The changes of organisational structures however are directed
towards more intense formalisation and simultaneous decentralisation
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(Spanos et al,, 2001). It is also indicated that SMEs have an advantage
over large enterprises due to their increased ability to introduce
organisational changes, resulting from flatter and less formal organisational
structure (McDonald & Wiesner 1997).

The identification of this research gap determined the present
research on the structures of SME. The aim of the article is to answer the
question whether strategy is a factor determining organisational structure
in small and medium-sized enterprises and whether the structures of small
and medium-sized enterprises applying various strategies have different
characteristics. The question was answered on the basis of quantitative
research on the structures of Polish SME. Subsequent sections of the
article describe the method and research sample, and the research
results.

Research method and sample

An analysis of strategies and factors determining the structure
was conducted on a sample of Polish companies in the SME sector. It
represents a part of a larger research project devoted to the identification
of the organizational structure of this group of companies, carried out
between 2012 and 20132

The research project was based on a quantitative method and
consisted of 380 computer assisted telephonic interview (CATI)3. CATI
method offers the possibility to analyse a large group of enterprises
with relatively low costs. The standardisation of interviewing technique

Z W. Jakubowska, Ewolucja struktur organizacyjnych w teorii i praktyce[The Evolution
of Organizational Structures In Theory and Practise], Raport z badan statutowych
SGH [Research report], Warszawa 2013

3 Interviews were carried out by the company named "Indicator. Centrum Badan
Marketingowych".
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is also an advantage, which minimises the number of mistakes and
increases quality of interviews. The disadvantage of CATI method in
respect of the subject of research is given by its form and duration. The
CATI research provided a data base, which, after revision, became an
empirical material for further analysis. The analysis of the empirical
material concerning specific research elements consisted in examining
both the rate of dispersion of variables and the relations among them.

The study was conducted on three layers, which are distinguished
by the number of employees in the company and which corresponded
to the three groups of firms: micro, small and medium enterprises. The
micro enterprise category accounted for 33.4% of the sample, the small
enterprises accounted for 33.7% of the sample, and medium-sized
enterprises accounted for 32.9% of the sample.

The main respondents in the study were business owners (104
respondents), a president or a deputy president (109 respondents) and
a director-general or a deputy director-general (108 respondents).
There were also respondents such as a director or a deputy director of
the department (58 respondents) and one person authorized by the
persons listed above. The structure of analysed companies was quite
diverse. The companies were diversified in terms of revenue: 35% of
companies generated an income of less than 8 million PLN, 32.9% have
the income between 8 and 40 million PLN and 30.5% of the companies
reached an income from 40 to 200 million PLN. Only a small percentage
of companies declared an income of over 200 million PLN.

In respect of the business profile the largest share in the
research sample were the manufacturing companies (39.7%) and
service providers (33.4%). Trading companies had a slightly smaller
share (20.6 %). 6.3% of companies were operating in administration
sector.

11
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The analyzed companies were mainly companies with domestic
capital (72.4%). Only 15.3% were companies owned exclusively by
foreign capital, and the remaining 12.4% were companies with mixed
capital.

Results and discussion

Research results made it possible to formulate answers for the
research question formulated at the end of introduction and which
arose from the gap identified in the literature area of structure-creating
factors specific for SME. Below the author attempts to answer the following
specific questions: What are the major structure-creating factors according
to managers of SMEs? What is the development strategy of SMEs - is it
diversification or internationalisation? Does development strategy influence
the shape of organisational structure of SMEs?

What are the major structure-creating factors according to
managers of SMEs?

The first step was to analyse how managers of SMEs evaluate the
influence of some structure-creating factors. A list of structure-creating
factors was drawn up on the basis of literature review. An attempt was
also made to distinguish both factors related to enterprises' environments
(macroeconomic situation stakeholders' requirements, dynamics of the
sector changes, legal and financial system) and factors related to the internal
part of an enterprise (applied strategy, size and age of an enterprise,
technology, competences of employees and managers, organisational
structure). As a result, a list was created enabling identification of factors
that Polish SME managers consider to have the most influence on
organisational structure.

12
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Table 1: Influence of some factors on organisational structure
(% of answers)

valuation of significance ith
definitely | rather ll::::’ nf)ll: rather |definitely
low low ] high high
Structure-creating factors high
applied strategy 2.4% 32% | 239% |31.8% | 38.7%
size of an enterprise 7.9% 11.3% | 25.0% | 27.4% | 28.4%
age of an enterprise 12.4% 13.9% | 25.5% | 253% | 22.9%
applied technology 6.1% 7.4% | 253% | 28.7% | 32.6%
competences of managers
and employees 0.8% 1.6% | 21.3% | 31.6% | 44.7%
organisational culture 1.6% 24% | 242% |31.1% | 40.8%
macroeconomic situation 5.0% 6.6% | 24.7% | 30.0% | 33.7%
stakeholders' requirements 4.7% 7.6% | 255% | 28.7% | 33.4%
dynamics of sector changes 5.0% 6.8% | 21.6% | 289% | 37.6%
legal and financial system 7.4% 10.5% | 25.0% | 27.6% | 29.5%
N=380

The above data indicate that all the factors are to a considerable
extent significant from the SME managers' point of view. It can be
however noticed that three groups of factors are definitely more
significant than the rest. These are, first of all, the competences of
managers and employees, the organisational structure followed by
applied strategy. This analysis also leads to the conclusion that the
factors related to the enterprise internal environment are more
significant than those related to the external environment. This proves
that SMEs do not focus on their external environment and do not
consider it to be a significant factor shaping their internal organisation.

13



WIOLETTA MIERZEJEWSKA

A comparison of average evaluations of individual factors
significance has been made to reflect SME managers' opinions more
adequately. The rates have been presented on a 5-point scale, however
extreme rates occurred in individual situations. The analysis results are
presented on the figure below.

Figure 1. Average rates of evaluation of the influence of some factors on
the organisational structure of enterprises under research
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Generally, the perception of significance of specific structure-
creating factors in micro-, small and medium-sized enterprises is similar.
Apparently, micro-enterprises pay special attention to applied strategy,

14
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size and age of an enterprise. This can result from the fact that these
entities are often at an early stage of development and the three listed
factors have a considerable influence on an enterprise's organisation at
that stage. Among small enterprises, the highest average rates, compared
to other entities, have been given to such structure-creating factors as
technology, competences of employees and managers, organisational
structure and macroeconomic situation. Medium-sized enterprises did
not differ from the other entities. The rates of their managers were similar
or lower than the rates of managers of micro- and small enterprises.

To sum up, it can be stated that according to managers, both external
and internal factors play a significant role in shaping organisational
structure. And the evaluation of significance of internal factors is much
more uniform. These factors are considered to be important and each
category listed in the research was similarly significant from the point of
view of managers. The evaluation of significance of internal factors is
much more diversified. Factors with the highest rates are those related
to the social subsystem of an organisation and applied strategy. On the
other hand, conditions related to the size and age of an entity are
insignificant. The above observations inclined the author to focus on
one of the three most important structure-creating factors, i.e. the
applied strategy.

Development strategy of SMEs diversification or internation-
alisation?

A universal problem of each enterprise concerning the development
strategy is represented by choice between diversification and interna-
tionalisation. Only the large enterprises, due to their resource potential,
are able to apply both diversification and internalisation strategy.
Simultaneous development by means of both diversification and

15
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internationalisation is much more difficult for smaller entities, although
it is not impossible. Such a double-track development is possible due to
changes in economy and technology. The research has identified what
strategic option is chosen by SMEs: do they diversify or internationalise? It
has turned out that the majority of analysed entities operate in one
single sector or have a dominating share in one sector (Figure 2).

Figure 2. Scope of sector activities of SMEs
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Polish SMEs rarely diversify their activities. Only 10% of the
entities under scrutiny have been classified as diversified entities.
Interestingly, unrelatedly diversified SMEs were definitely prevailing.
Diversification is therefore not a popular strategic option. The analysis
of geographical scope of the entities' activities also yielded interesting
results (Figure 3).
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Figure 3. Scope of geographical activities of SMEs
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Polish SMEs operate both on local and international markets. It
turns out that international activities of Polish SMEs are relatively
extended. As much as 48% declare such activities. Slightly less than
19% of SMEs say they operate only on local markets. It can be therefore
stated that Polish SMEs are more willing to develop by
internationalisation than diversification. The first path of development
is definitely easier and more secure (less risky) to implement by SMEs,
maybe because of IT technology development and functioning of the
Common Market. The problem with the choice of strategy development
in the case of SMEs is solved by choosing the internationalisation
strategy.
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Does development strategy influence the shape of organisational
structure of SMEs?

According to the reference literature, applied strategy is one of
the most important factors shaping an enterprise's organisation.
Therefore, it can be assumed that entities applying various strategy also
have various organisational structures. The analysis of structures of
SMEs applying various development strategies refers to the model of
organic and mechanistic structures, according to the concept of Burns
and Stalker (1961). Mechanistic and organic structures differ in respect of
the level of formalisation, centralisation, standardisation and configuration
of organisational structure (Pugh et al. 1968). Assuming that each of
these dimensions (features) can have two extreme values, we can talk
about a perfectly flexible (definitely organic) or extremely inflexible
(definitely mechanistic) structure.

First, it has been verified weather organisational structures are
different in specialised and diversified enterprises (Figure 4).

Figure 4. Diversification strategy and organisational structure of SMEs
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It should be noticed that there are no distinct differences
between enterprises that apply diversification strategy and those which
are more specialised. Irrespective of applied strategy, mixed structure
dominates within the analysed enterprises.

Such mixed structures prevail among enterprises applying
extremely opposite strategies: industry specialisation and unrelated
diversification. It is worth noticing that among unrelatedly diversified
enterprises there were most enterprises with definitely organic
structure. This results from the fact that carrying out business in many
different sectors necessitates decentralisation, delegating power to
lower levels - features specific for organic structures.

The enterprises with organic structure occur also among
specialised entities with dominating share of the market. This situation is
related to a smaller scale of business and smaller size in respect of number
of employees. Interestingly, among unrelatedly diversified enterprises
there are most entities with mechanistic and definitely mechanistic
structure. Related diversification requires considerable coordination of
actions to reach a synergistic effect. This can be related to the mechanistic
structure, which is featured by formalisation, centralisation, specialisation,
standardisation and numerous hierarchy levels.

The second step was to verify whether enterprises with different
reach of their business have various organisational structures. Local,
national and international reach was distinguished. The analysis results
are presented on the figure below.

A mixed structure is dominant in all enterprises, irrespective of
their reach, although most enterprises with mixed structure are among
those operating only on their local market. The number of entities with
mechanistic structure increases with the growth of business reach. It
can be a consequence of the need to coordinate actions internationally.
Interestingly, a definitely mechanistic structure occurs mostly in small
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enterprises with local reach. This can be related to an enterprise
owner's will to fully control the business. No entity with definitely
organic structure has been found in the category of enterprises with
small scale business. It can be assumed that these entities still had not
undergone leadership style crisis described by Greiner (1998).

Figure 5. Internationalisation strategy and organisational
structure of SMEs
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The above analyses show that a relation between strategy and
structure cannot be found unanimously. It is also not confirmed by
statistic tests analysing the existence of relation between strategy (of
diversification or internationalisation) and structure type (definitely
organic, organic, mixed, mechanistic, and definitely mechanistic). It has
been therefore additionally verified whether there is a relationship
between SME development strategy and organisational structure
dimensions (Table 2 below).
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Table 2: Development strategies and organisational
structure dimensions

internationalisation diversification
centralisation Spearman's correlation
. .009 -.038
coefficient
Relevance 429 236
N 380 356
f lisati S ' lati
ormalisation pea.rrr.lan s correlation _033 054
coefficient
Relevance 262 .155
N 380 356
tand. isati S ! lati
standardisation pea.rrflans correlation 041 022
coefficient
Relevance 215 .338
N 380 356
configuration Spearman's correlation
. .053 -.006
coefficient
Relevance 151 457
N 378 355
specialisation Spearman's correlation
. .010 .063
coefficient
Relevance 420 117
N 380 356

Source: Own work.

Unfortunately, this approach has not provide any results either.
No relation between diversification level and organisational structure
dimension has been found. Also, there is no such relation between
geographical reach of business and organisational structure dimensions.
Applied development strategies do not influence organisational
structure of the analysed enterprises.
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4. Conclusions

Organisational structures of enterprises have evolved over time
from simple solutions towards more complex and sophisticated
systems. Changes that have occurred in the structures of enterprises
have been caused by numerous factors, such as strategy, type of
environment, applied technology and other. The research carried out in
this field is diverse in respect of the scope and the perception of the
examined factors determining the organisational structure. The bulk of
the existing research is dedicated mainly to the relation between the
strategy and structure and revealed that the enterprise’s effectiveness
is influenced by the adaptation of structure to the strategy.

The one of the main finding of this study is the conclusion that, in
the SME managers’ opinion, applied strategy is one of the most
important structure-creating factor (right after competences of
managers and employees and organisational culture). It turned out that
factors related to the enterprise internal environment are more
significant than those related to the external environment. This proves
that SME managers do not focus on their external environment.

Influence of the development strategy on the organizational
form of enterprises is very well described in the literature (see
introduction). Particularly, enterprises that applied diversification
strategy should introduce structural changes. But it turned out that
Polish SMEs rarely diversify their activities. The surveyed enterprises more
often implemented internationalisation strategy. The internationalisation
strategy should also influence the organizational structure. But the
research prove very weak relations between development strategy and
organisational structure dimensions. Possibly, the lack of strong relation
between strategy as a structure-creating factor and the intensity of
organisational structure feature is caused by the fact that the measurement
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of its rate has been too general. It can be also related to the slow
development of analysed entities and lack of necessity to introduce
structure changes.

The second assumption relates to the fact that the influence of
factors mentioned in the reference literature on the structure has been
usually verified in large enterprises. Unfortunately, in micro-, small and
medium-sized enterprises there can be totally different conditions, such
as the owner's decisions.
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