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Influences that have a bearing on organisational structure and design include:

▪ strategic objectives

▪ nature of the environment

▪ diversity

▪ future strategy

▪ technology

▪ people.

Factors affecting organisational structure
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As an organisation grows (through developing growth strategies) its structure 
will require the following:

▪ More specialisation (e.g. it might have a purchasing dept, an accounts dept etc.)

▪ More specialists (e.g. it might recruit accountants)

▪ More levels of authority

▪ More bureaucracy.

How structure changes as strategy changes
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Likewise, as the structure changes it facilitates different strategies in areas 
such as:

▪ The degree of organisational flexibility.

▪ The level of specialist skills and associated decision making.

▪ The degree of innovation and knowledge management.

▪ Developing and supporting CSFs.

▪ The degree of market focus.

How structure can impact on strategy
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Organisational structure and Mintzberg
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How structure can impact on strategy
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Entrepreneurial

Functional

Multi-divisional

9

Types of organisational structure
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Matrix

Team-based/project-based

▪ Extension of matrix approach using cross-functional teams

10

Types of organisational structure
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Transnational structure

▪ Flexible and sensitive to local conditions like 
a multinational company

▪ Competitive and efficient like a global 
company

▪ Attentive to leveraging learning and sharing 
knowledge across the local business units as 
in an international company

Types of organisational structure
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Choosing a structure
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Boundaryless Organisation

Boundaryless organisations (contemporary model of structure) -

unstructured design not constrained by a chain of command or formal

departments, which focuses on flexibility.

Types of Boundaryless Organisation

Hollow organisations

Hollow organisations split their functions into core (i.e. strategically important) and

non-core activities. Anything which is classified as non-core is outsourced to other

organisations. This leaves the company free to focus on what it considers to be its

core value-adding activities.
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Boundaryless Organisation

Types of Boundaryless Organisation

Virtual (network) organisations

Organisation outsources many of its functions to other organisations and simply

exists as a network of contracts, with very few, if any, functions being kept in-

house.

Modular organisations

Example of structure for boundaryless manufacturing companies. Break the

manufacturing process into modules or components. Each component can then be

made by the company or outsourced to an external supplier.
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Real world example: choosing a structure

▪ When Louis Gerstner became CEO of IBM, the 
organisation was operating several specialist 
business units. 

▪ Gerstner's strategy for IBM was to provide integrated 
customer solutions. 

▪ This required coordination between the different 
departments, which was alien to the culture of IBM at 
the time. 

▪ Therefore, Gerstner set up a new unit, the Global 
Services division, to concentrate on customer 
solutions using both IBM and competitor products.
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Activity
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Work through Activities 1-3

From Chapter 24 of the Study Text
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Answer to Activity
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▪ Collaborative working or partnership working

▪ Two or more organisations working together on a project or strategy, 
or on an ongoing basis

▪ Can take many forms

- Strategic alliances

- Collaboration

- Network organisations

External relationships – collaborative working
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▪ When an organisation contracts an external vendor to 
perform specified operations or services

▪ Can benefit from the supplier’s economies of scale

▪ Advantages

- Management more time to focus on key issues

- Risk managed by provider

▪ Disadvantages

- Losing control of a key activity/sensitive information

- Difficult to bring knowledge back in house after time

20

External relationships - outsourcing
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Real world example: collaborative outsourcing

The Toyota Motor Corporation 

➢ Toyota outsource the design and production of sections of a car, for 

example the braking system 

➢ Toyota pays suppliers enough to ensure that they make a fair profit and 

then works with them to reduce costs

➢ As part of the process, Toyota shares their expertise with these suppliers

Advantages 

✓ Suppliers do the detailed design work

✓ Toyota get the best products
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Shared services approach

Restructuring the provision of certain services within the organisation so that 

instead of the service being found in several different parts of the organisation it 

is centralised into one specific part of the organisation. EG: IT

Advantages:

▪ improved quality of service provision 

▪ improved consistency of service 

▪ Cost savings through greater efficiency and reduced duplication of roles 

A reminder of examples: HRM, IT, finance and accounting
22

External relationships – shared services approach 
and networking
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Technical article: Outsourcing

Article 

Inside outsourcing

Click the link below to 
open the article on 
accaglobal

https://www.accaglobal.com/content/dam/acca/global/PDF-technical/outsourcing-publications/SSCInsideOutsourcing.pdf
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Business process improvements

Strategists might also consider the role and management of individual processes 

within the organisation. 

A change to an individual business process might lead to a competitive advantage 

or remove existing competitive disadvantages by either reducing costs or 

differentiating the business.

These improvements can come in many ways – some might be outsourced to 

more efficient business partners whilst others might be redesigned from scratch.

Techniques for examining both of these issues: 

• we consider which processes should be outsourced and which should be 

redesigned and how?
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Harmon’s process-strategy matrix
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Activity
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Work through Activity 3 

Harmon’s process-strategy matrix
From Chapter 26 of the Study Text
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Answer to Activity
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The key words are:

▪ Fundamental

▪ Radical

▪ Dramatic

▪ Process

29

Business Process Re-engineering (BPR)
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Change patterns – Harman’s continuum
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▪ Simplification – Eliminate redundant process elements or modify the 

process to improve the defect rate (e.g. using Six Sigma).

▪ Value-added analysis – Eliminate steps that do not add value or reduce 

time in or between activities.

▪ Gap-disconnect analysis – Fix communication problems between 

departments and suppliers (e.g. process integration, production 

realignment).

▪ Re-engineering – Clean sheet approach to how the work should be done 

using redrawn business case.

31

Process change patterns – a summary
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Harmon’s process design methodology

▪ Planning

▪ Analysis

▪ Redesign

▪ Development

▪ Transition
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Exam focus

▪ The SBL exam requires you to apply knowledge to the situation described

▪ You will not earn marks for repeating theories, for example for simply identifying 
and explaining leadership traits

▪ In a recent SBL exam, candidates were asked to explore the issues  
surrounding the move from a legacy organisational structure, where board 
members also line managed operational teams, to more of a matrix structure.

▪ The relevant issues were highly dependent on the circumstances of the 
organisation, so a “brain dump” would not have scored many marks 

▪ Harmon's process strategy matrix provides a framework to identify the urgency 
or priority of an issue, which in turn allows you to develop an argument for a 
particular strategy. 
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Chapter 18: Summary
▪ The five types of organisational structure are entrepreneurial, functional, 

multidivisional, matrix and transnational.

▪ Factors to consider when selecting a structure include: control, change, 
knowledge and internationalisation.

▪ Mintzberg suggested five organisational structures depending on environment, 
internal factors, key building blocks and key coordinating mechanism.

▪ Collaboration involves two or more entities working together to pursue a particular 
strategy.

▪ Types of external relationship include networks, shared services and outsourcing.

▪ Harmon's process strategy matrix identifies

• which business processes are of strategic importance (improve / automate)

• and which are not (outsource / automate)
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Chapter 18: Practice question 

Study Question Bank

Webfilms 50 mins

For SBL

➢Attempt the Study Question Bank questions listed above after studying this chapter

➢Attempt Revision Question Bank questions in your revision phase, after studying all chapters
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Thank you
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