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Introduction

When it comes to the modern business
world, the structure of an Organisation
plays a pivotal role in determining its
ability to execute strategy and achieve
performance goals.

This guide will walk you through the
principles of how organisational structure
can be designed to optimise the way
functions, teams, and individuals are
aligned with the overarching strategy. It
will explore how to structure your
organisation effectively to improve
performance and drive strategic success.

The essence of organisational structure
Organisational structure is the framework
that determines how tasks are divided,
coordinated, and supervised to achieve
organisational goals. The great thought
leader Charles Handy highlighted the
importance of aligning an organisation’s
structure with its strategic objectives.
Handy argued that the structure must
support the strategy, facilitating effective
decision-making, communication, and
resource allocation.

Similarly, another thought leader, Dave
Ulrich, known for his contributions to
organisational leadership and human
resource management, emphasises that
structure is not just a hierarchy of roles,
but also a dynamic system, designed to
deliver specific capabilities that are
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critical to the organisation’s success.
Ulrich's work underscores the importance
of designing structures that are agile,
resilient, and capable of sustaining long-
term competitive advantage.
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Structure is not just a
hierarchy of roles, but
also a dynamic system,
designed to deliver
specific capabilities that
are critical to the
organisation’s success.
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Key considerations in organisational
design

When designing an organisational
structure, several key considerations must
be taken into account, to ensure it aligns
with your strategy and enhances
performance:

Strategy as the driver of structure:

» Strategic alignment: The starting
point for any organisational design is
the strategy. Whether your strategy
focuses on innovation, operational
efficiency, customer-centricity, or
another dimension, the structure must
be crafted to support and deliver on
these priorities. For instance, an
innovation-driven strategy might
benefit from a structure that
empowers teams to make decisions
guickly and foster creativity.

» Flexibility and adaptability: In a
rapidly changing environment, the
structure should not be rigid. Handy
highlights the need for organisations
to build flexibility into their structures,
enabling them to adapt quickly to
changes in the market or strategy. This
can be achieved through cross-
functional teams or fluid reporting
lines that allow for rapid adjustment.

Divisional and functional organisation:
e Divisional structure: Divisions are

often organised around products,
markets, or geographical regions,
which can bring focus and
accountability closer to the specific
needs of different parts of the
business. Each division operates
almost as a self-contained entity, with

its own resources and objectives, but
aligned with the overall corporate
strategy. This approach works well in
larger organisations with diverse
product lines or markets.

Functional structure: In contrast, a
functional structure organises the
company around key functions—such
as marketing, finance, and operations
—each led by a functional head who
reports to the CEO. This structure can
lead to deep expertise and efficiency
within functions, but it requires strong
coordination mechanisms to ensure
that all functions work together
towards the same strategic goals.
Functional silos can be arisk, so clear
communication and integration across
functions are essential.

Team-based and matrix structures:
» Team-based structure: Handy and

Ulrich both discuss the rise of team-
based structures, as organisations
strive to become more agile. In this
model, teams are the primary unit of
work, often composed of members
from different functions who



collaborate to achieve specific
objectives. This structure can enhance
responsiveness and innovation but
requires strong team leadership and
clear goals.

Matrix structure: The matrix structure
is a hybrid that combines aspects of
both functional and divisional
structures. Employees have dual
reporting lines, often to both a line
manager and a project manager. While
the matrix structure can offer
flexibility and balanced decision-
making, it can also lead to complexity
and conflict if not carefully managed.
Clear roles, responsibilities, and
conflict resolution mechanisms are
critical to making this structure work
effectively.

Role clarity and accountability:

» Defining roles and responsibilities:
One of the most important aspects of
any organisational structure is clarity
in roles and responsibilities, and every
individual and team must understand
their role in executing the strategy.
This clarity reduces ambiguity,
enhances accountability, and ensures
that everyone is focused on the right
priorities.

e Accountability mechanisms:
Embedding accountability into the
structure is key. This can be achieved
through clear reporting lines,
performance metrics aligned with
strategic goals, and regular reviews.
When people know what they are
responsible for and how their
performance will be measured, they

are more likely to contribute
effectively to the organisation’s
success.

Centralisation vs. decentralisation:

e Centralised structures: Ina
centralised structure, decision-making
authority is concentrated at the top
levels of the organisation. This can be
effective in environments where
consistency and control are
paramount, such as in highly regulated
industries. However, it can also slow
down decision-making and stifle
innovation if not balanced with
sufficient autonomy at lower levels.

o Decentralised structures: Conversely,
a decentralised structure pushes
decision-making authority closer to



the front lines, where managers and « Align structure with capabilities:

teams have more autonomy to act. Once you've identified these

This can lead to faster decisions, capabilities, structure your

greater flexibility, and increased organisation to nurture and enhance
innovation. Decentralised structures them. For example, if innovation is a
are particularly effective in dynamic key capability, consider a structure
industries where responsiveness is that promotes cross-functional

key, however, maintaining alignment collaboration and provides autonomy
with the overall strategy requires to teams working on new products or
strong communication and services.

coordination mechanisms. .
Cross-functional teams and networks:

« Enhancing collaboration: To build and

Structuring for strategic capabilities sustain strategic capabilities

Building on Ulrich’s concept of encourage collaboration across
organisational capabilities, it’s essential to functions and divisions. The use of
design your structure to support the cross-functional teams and networks
development and delivery of these can break down silos and leverage
capabilities. Organisational capabilities are diverse expertise, ensuring different
the collective skills, abilities, and expertise parts of the organisation work

that give your company a competitive together to enhance core capabilities.

edge. Here’s how to structure your

organisation to enhance these capabilities: » Formaland informal networks: It's

important to have both formal and
informal networks within an

o |>" Ij.! organisation. Formal networks are
~ (% \L’l‘ Iy, \.5 structured through reporting lines and
\"\ 0 ‘ \—< /\ teams, while informal networks are
N\< the relationships and collaborations

& e\ ,
\‘(/\* \.,(/ that naturally develop. Both are crucial
/\ for sharing knowledge and best

o practices across the organisation.

Capability-based structuring:
 Identify key capabilities: Begin by
identifying the strategic capabilities
that are most critical to your
organisation’s success. These might
include innovation, customer service,
operational excellence, or digital

transformation.



Embedding strategic priorities:

* Integrating capabilities into the
structure: Ensure that your strategic
priorities are embedded into the very
fabric of your organisation. This might
involve creating dedicated roles,
teams, or even departments focused
on key capabilities. For instance, a
company focused on customer-
centricity might create a Chief
Customer Officer role and a
supporting team that cuts across
traditional functional boundaries.

Practical recommendations for
structuring your organisation

To effectively organise your people for
improved performance and strategic
success, consider the following
recommendations:

A

Regularly reassess your structure: As
your strategy evolves, so should your
organisational structure. Periodically
review and adjust your structure to ensure
it remains aligned with your strategic
goals and market conditions.

Balance centralisation and
decentralisation: Find the right balance
between centralised control and
decentralised autonomy: this will depend
on your industry, strategy, and the nature
of your business. Ensure that while
autonomy is encouraged, there is still a
clear line of sight to the strategic
objectives.



Promote collaboration across the
organisation: Structure your organisation
to encourage collaboration across
functions, divisions, and teams. Use cross-
functional teams, networks, and other
mechanisms to ensure that knowledge
and resources are shared effectively
across the organisation.

Ensure role clarity and accountability:
Define clear roles, responsibilities and
accountabilities at every level of the
organisation. Establish regular review
mechanisms that align individual and team
performance with strategic objectives.
Design for strategic capabilities: Align
your structure with the strategic
capabilities that give your organisation a
competitive edge. Ensure that these
capabilities are supported by the right

people, processes, and resources.

Conclusion

Structuring the right kind of Organisation
is a critical driver of strategic success and
improved performance. By aligning your
organisational structure with your
Purpose, Vision, Strategy, and Culture,
balancing centralisation and
decentralisation, and embedding strategic
capabilities into your structure, you create
a robust system that supports your
company’s long-term goals.

If you would like to discuss how to
develop your Organisation, we’re here to
help. We can guide you through the
process and provide the tools and
templates you need to succeed.

We are happy to have an informal chat to
explore how we may be able to help. Get
in touch today at
info@talent4performance.co.uk.
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How do you and your top team score on If your top team completes it, we will
the Organisation element of the T4P give you a complimentary Executive
Clarity Matrix™ Scorecard? Summary.
If you don’t have your score yet, This will collate the results and prioritise
complete it now. It only takes 3 minutes, key actions you can take over the next
is free and you get instant feedback. 3 - 6 months to improve performance.

Get your score o

For more information on how Talent4Performance can help you develop your
Organisation, get in touch today at info@talent4performance.co.uk.
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