
Structuring for
Innovation

1. Key Design
Elements

Organisational structure

Processes and procedures

Culture

2. Key Structural
Choices

Division of labour
Low specialisation

High specialisation

Departmentalisation
No departmentalisation

Departmentalisation
Homogeneous activities

Heterogeneous activities

Span of control
Few subordinates

Many subordinates

Delegation of authority

Centralised decision-making

Decentralised decision-
making

3. Generic
Organisational

Structures

Bossless

No hierarchical structure or
formal authority and the
division of labour is by

agreement. Authority and
decision-making distributed
throughout. Organisational

culture and intrinsically
motivated employees are
critical to communicating,

controlling and coordinating
work

Advantages

Flexibility

Greater employee motivation

Greater autonomy

Disadvantages

Lack of hierarchy to provide
for control and coordination

High level of reliance on
social systems and intrinsic

motivation

Matrix

Increased management and
greater division of labour

that involves sta� embracing
dual reporting obligations.

Business planning and
employee progression

involve a greater degree of
negotiation between

divisions and functions and
performance measurement

often involves multiple
metrics to cater for both

Advantages

Excellent vertical and
horizontal communication

Delegation of decision-
making authority

Improved collaboration and
decision-making

Responsive and adaptable

Ideal for project work (such
as innovation projects)

Disadvantages

Potential ambiguity resulting
from dual reporting

responsibilities

Administratively more costly
to operate

Power imbalances can
corrupt it

Divisional

Increased management and
greater division of labour
based on heterogeneous

subunits. Business planning,
performance measurement
and employee progression
are divisionally based. Most

e�ective where there are
multiple products, markets

or locations

Advantages

Increased responsiveness

Diversi�cation

Delegation of decision-
making authority

Disadvantages

Limited cross-divisional
communication and

cooperation

Duplication of functions and
resources, leading to lower

operational e�ciencies

Potential rivalry between
divisions

Functional

Increased management with
the division of labour based
on specialisations. Business

planning, performance
measurement and employee

progression are function-
based. E�ective where

markets are stable and well
understood, there is a single

product, long product
development lead time and

product life cycle

Advantages

Excellent knowledge
development and transfer

within specialisations

High levels of specialisation
and therefore operational

e�ciencies

Delegation of decision-
making authority

Disadvantages

May not be ideal for multiple
businesses, product lines, or

locations

Limited cross-functional
communication and

collaboration

Reduced responsiveness

Reduced �exibility

Flat

Limited division of labour,
few layers of management

and the owner/leader
typically retains a large

majority of decision-making.
Most e�ective where the

business is small, markets
are well understood and
there is a single product

Advantages

Simple

E�ective communication

Administratively e�cient

Responsive

Flexible

Disadvantages

Limited specialisation and
therefore, limited operational

e�ciency

Limited capacity for scaling
up the business

May involve limited
delegation of authority

4. Key Structural
Decisions for

Innovation

Use some level of hierarchy
with clear roles, functions,

reporting relationships and
accountabilties

Decentralise decision-making
to the extent possible

Use formal reporting,
communication and planning

arrangements

Allocate authority to those:

With the most accurate and
timely information

Whose goals are aligned
closest with the goals of the

business For turbulent environments
use greater decentralisation
and fewer formal structures

Facilitate both vertical and
horizontal communications

Do not create isolated
departments that prevent

collaboration and
communication

Establish e�ective business
processes for routine and

innovation work

Create a culture that fosters
innovation


