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Organisational structures and objectives 
 
Each organisation is different in the way it is structured and operates, depending on 
its purpose, size and culture. A well-structured organisation allows its staff easily to 
recognise and establish their own responsibilities.  
 
Any organisation structure should be: 

 logical – grouping related activities and having a framework that avoids 
duplication of activities 

 coherent – with clearly defined roles and responsibilities 

 cohesive – allowing for the integration of the different roles and 
responsibilities 

 flexible – in order to respond to new demands. 
 
The type of structure adopted will have an important impact on the overall 
performance of the organisation.  

Traditionally the most common structure of a business organisation is the 
hierarchical (bureaucratic) structure, with many layers of managers, in which every 
layer except the very top one is subordinate to the one above, with linear delegation 
of work. It helps to consider 
the structure as a pyramid as 
there are usually many more 
employees at the bottom 
(wider) part of the structure 
than at the top.  

This structure perpetuates the 
distinction of status, often 
stifles individual initiative and 
is less responsive to any 
changes, owing to the 
distance between the 
decision-maker at the top and 
the workers at the bottom. 

In this structure there is likely to be a longer chain of command, benefits of which 
include: 

 more promotion opportunity for staff 

 structured career path giving better staff retention  

 greater control and coordination. 
 
Drawbacks from increasing layers of authority include: 

 increased overheads 

 vertical communication difficulties 

 senior management become more remote 

 smaller steps when staff promoted. 
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In recent times many organisations have adopted a flatter structure in an attempt to 
reduce staffing costs. 
 

This flatter structure results in the number of levels being reduced, as 
shown. It allows each level to be more involved in decision-making, on 
the basis that employees will be more productive when they are more 
directly involved in the process, rather than closely supervised by 
many levels of managers. This involvement means the organisation 
can respond to any required change more easily.  
 

This sort of structure is usually only possible in smaller organisations or individual 
departments within an organisation. 
 
An even flatter structure is the organic organisation1, which has the least hierarchy 
and specialisation of functions. In a true organic organisation, the workers have equal 
levels, with no job descriptions or classifications, and communication forms a hub-like 
network. It thrives on personalities and relationships, and its lack of rigid procedures 
and communication means it can react quickly and easily to changes in the 
environment. The weakness of the model is that it requires cooperation and constant 
adjustment from all the members. Organic organisations take the ideas of the 
employees into consideration, encouraging teamwork instead of competition and 
empowering employees. 
 
A matrix structure identifies a manager as responsible for overseeing all aspects of a 
project – production, personnel, financing – and therefore able to call upon specialist 
staff from the different functions to fulfil those roles for the project. Those staff will 
therefore report to the project manager whilst continuing also to report separately to 
their functional line managers. This structure requires an important investment in 
skilled staff in order that there are sufficient people to be allocated to specific 
projects.  
 
In any structure, the span of control (the number of subordinates a manager has) 
also has an impact. The benefits and drawbacks of a narrow span of control, for 
example, are:  

 subordinates are tightly supervised (both benefit and drawback) 

 manager is not ‘over-loaded’ by subordinates 

 more time can be spent by the manager with each employee 

 improved communication 

 better staff retention through the increased opportunity for promotion 

 greater control and coordination 

 increased overheads 

 tighter supervision and control can demotivate 

 less decision-making authority given to employees. 
 
 
 
 
 
 
 
 

                                                 
1 Tom Burns and G.M. Stalker 
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Organisational objectives  
The broad aims of an organisation are set into its mission statement, which informs 
the organisation’s strategic plan. The strategic plan is formulated by senior 
management and encompasses its objectives and the success-factor criteria that 
must be met. Objectives are likely to be: 

 directional – for example, market leadership 

 performance related – for example, growth in profit  

 internal – for example, efficiency of operation 

 external – for example, social responsibility, corporate image. 
 

Some organisations use their objectives as the core of their management strategy. 
Management by objectives (MBO)2 uses set targets to monitor progress towards 
overall objectives. Objectives for MBO use the SMART3 criteria and are usually 
discussed and agreed, based upon an overall strategic picture being available to 
employees. Involvement of employees in the objective setting process allows 
individuals to feel empowered and promotes motivation and commitment.  

The creation, monitoring and evaluation of 
organisational objectives is a cyclical 
process. Progress in meeting objectives 
must be monitored and evaluated so that 
managers can see if targets have been 
achieved. This is then evaluated to check if 
any of the original objectives need to be 
adjusted.  

Management by objectives can, however, 
turn into management by targets and 
quotas, with workers spending more time 

chasing the numbers than doing the real work4. 
 
More often, the broad organisational strategy is used to develop individual 
department or business unit operational plans. These working plans may be 
functional (related to the various functional areas of the organisation) or project 
(related to a specific task), but should interlock to become the operational plan for the 
whole organisation. Examples of operational plans could be: 

 a financial plan to measure income and expenditure 

 a capital expenditure plan 

 a quality improvement plan 

 a management systems improvement plan. 
 
An operational plan, like the overall objective, must contain a success measuring 
device. At operational level, this is likely to be performance indicators which act as 
quantitative criteria against which achievement may be measured. 
 
 
 
 

                                                 
2 Made popular by Peter Drucker in the 1940s and 50s. 
3 SMART: Specific, Measurable, Achievable, Realistic, Time-bound 
4 Charles Handy 
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The most commonly-used methods of identifying operational outcomes and agreeing 
targets with staff are: 

 top-down process – set by managers and passed down the line of command  

 bottom-up process – functional managers set plans and targets in conjunction 
with their staff for approval by management 

 iterative process – a two-way process between the different levels until 
agreement is reached. 

 
The most important aspect of setting targets and formulating an operational plan is 
that all staff are ‘signed up’. This is obviously more likely if they understand the 
organisation’s objectives and how they will contribute to them, and feel they have had 
a part in the setting process, rather than the targets simply being handed down from 
above. 
 
Management theorists for further research: 

 Richard Beckhard 

 Charles Handy 

 John Harvey-Jones 

 Rosabeth Moss Kanter 

 J. Katzenback and D. Smith 

 Richard Pascale 

 Tom Peters 

 Robert Waterman 

 Peter Drucker  

 Henry Minzberg. 
 


