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ABSTRACT 

Small business is one of the most important sectors of the national economy. At the same time, small 
businesses play an important role not only in the national economy, but also in the social sphere. The 
article considers the nature of the organizational structure of the activities of small businesses and 
makes recommendations. 
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INTRODUCTION

From the first years of independence of 

Uzbekistan, great attention has been paid to 

the development of the legislative and legal 

framework, the organization of financial  

support, protection of the rights of 

entrepreneurs, training and retraining, 

development of market infrastructure for small 

businesses. 
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THE MAIN PART 

There is no best way to organize1. However, the 

organization’s decision is based on direct 

principles that depend on many factors, 

including business size, market, product mix, 

competition, number of employees, goals, and  

 

available financial resources. Each small 

business entity must decide which 

organizational method is appropriate for their 

business. One of the organizational methods is 

the "Organizational Schedule" - a method of 

formal organization of business.2 

 

 

Figure 1. One-man small business organization model 

Figure 1 shows the relationship and relative 

levels of the structure of the organization and 

its positions. This helps to organize the 

workplace along with setting the direction of 

management control for subordinates. Even a 

small one-person business can use some sort of 

organizational chart to see what functions 

 
1 John Ivancevich, Thomas N. Duening Principles, 

Guidelines and Practices 2nd Edition. 2018 ISBN-13: 

978-1592602827 

need to be performed, which can help ensure 

that all the work needs to be done. In this 

regard, it is appropriate to cite the “Single-

person small business organization model”, 

which reflects a simple organizational 

structure for a single-person retail business. 

2 William M. Pride, Robert J. Hughes Introduction to 

Business Paperback – South-Western Cengage Learning 

(January 1, 2008), 2008. 625 p. 
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The Organizational Table offers the following 

advantages: 

Effective communication of organizational, 

personnel and enterprise information; 

Allow management to make decisions about 

resources, lay the groundwork for change 

management, and provide timely information 

throughout the organization; 

The ability to be transparent about what is 

going to happen in the business and to predict 

the future; 

Everyone in the organization is also divided 

with constant information about who manages 

what and who is accountable to whom. 

Of course, there are some limitations in the 

"Organizational Schedule": 

Defined positions are stable and flexible, often 

becoming obsolete as organizations go 

through stages of change and growth. 

Does not help to understand what is happening 

in an informal organization; 

Due to outsourcing, information technology, 

strategic alliances, and the network economy, 

firms cannot cope with changing boundaries. 

At the initial stage, a small enterprise may not 

choose a formal organizational structure. 

However, for an enterprise to be successful, 

the organization must also exist without a 

schedule. Many small businesses find 

organizational charts useful because they help 

the owner or manager track the growth and 

change of the organizational structure. 

However, the real problem is to create an 

organizational chart that reflects the real 

situation. Small businesses have a clear 

advantage by creating an organizational chart 

that reflects the real situation, as their size 

allows for more flexibility and management. 

Knowledge of organizational structures is 

important for both a small business that is 

already operating and for the early stages of a 

small business. Organizations change every 

day, so small business owners need to be 

flexible to change the structure that the 

situation requires over time, perhaps using an 

emergency approach. 

An unforeseen situational approach to the 

structure of existing organizations suggests 

that there is no one structure that is best suited 

for each organization. Rather, this approach 

goes against the “best” structure for the 

organization because it fits the needs of the 

situation at the time. With regard to changes in 

organizational structures and their impact on 

management, it should be noted that if a small 

business employs less than fifteen people, 

there may be no need to worry too much about 

its organizational structure. 

However, if the business plan envisages hiring 

more than fifteen people, it makes sense to 

have an organizational structure, as this will 

benefit the company owner, employees, 

investors and lenders. 

Typically, small business entities have the same 

functional, divisional, and matrix structures as 

other large enterprises, the functional 

structure constitutes the business or purpose-

oriented business in the organization and is 

most easily recognized by single-function or 

goal-oriented departments. 
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Figure 2 Management model of small business entities with a functional structure  

The functional structure gives employees and 

their respective departments clear goals and 

their work objectives. People involved in 

accounting can focus on improving their 

knowledge and skills to do this job. Experience 

has shown that this structure works well for 

enterprises operating in a relatively stable 

environment. It should be noted that if the 

purpose and environment of the business 

requires coordination between departments 

and various conflicts arise, it can be observed 

that the functional structure leads to divisions 

between departments (Division structure). 

The divisional structure can be thought of as a 

decentralized version of the functional 

structure. The organizational structure of a 

division is organized around the geographical, 

market or product and service groups of 

business activities. Each such subdivision 

includes a complete set of features. That is, 

each department has its own accounting 

activities, sales and marketing, engineering, 

manufacturing, and so on. Then each section 

will have its own functional section. 

 

Figure 3 “Example of divisional structure” of small business entities 
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A small business entity in a division or divisional 

structure may perform well because it is 

focused on specific geographic areas, 

customers, or product manufacturing. This 

direction allows you to create a common 

culture that will increase the efficiency of the 

activity and help to better understand the high 

culture and the portfolio of the division. Of 

course, this structure also has some 

shortcomings. 

Competitive divisions may resort to office 

policy rather than strategic thinking to guide 

decision-making, and individualism can lead to 

fragmentation to the point where it leads to 

inconsistency of purpose. As a small business 

begins to grow due to the diversity of its 

products, the geographical location of its 

markets, or its customer base, there is an 

evolution from a functional structure to a 

divisional structure. However, a significant 

increase in the activities of small businesses is 

needed before the divisional structure can be 

established. 

The next structure is a matrix structure, which 

combines elements of functional and divisional 

structures, bringing together professionals 

from different areas of business to work on 

different projects in the short term. 

 

Figure 4. Small business entities in the matrix structure 

In this, everyone in the project team reports to 

two bosses, namely the line manager and the 

project manager. The matrix structure, which is 

popular in high-tech, multinational enterprises, 

consulting and aerospace firms and hospitals, 

has several key factors in appointing 

professionals, such as rapid adaptation to 

environmental change, ability to focus 
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resources on key products and challenges, 

creating an environment with high motivation 

and satisfaction for employees offers 

advantages. 

To the shortcomings of the matrix structure 

violation of the principle of unity of command 

or "sole proprietor" due to the two directions 

of authority, responsibility and accountability 

staff confusion and frustration with reporting 

to two bosses; the emergence of strong 

struggles between first-line project managers; 

inconsistency in decision-making between 

groups, spending too much time; personal 

conflicts and undefined personal roles. 

However, the shortcomings are distributed 

through many companies with multiple 

business divisions, operations in multiple 

countries, and multiple lines. Based on the 

research, it was found that the effective use of 

the matrix structure was their only choice. 
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