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STRATEGIC MANAGEMENT SERIES

Structure
Trumps Strategy

Rewiring the
Organization
for Agility

: Y N . A KEY INSIGHT: People don't follow strategy—they follow structure. The

Why Orga niza n ona I des | gn drl ves d dap ta tl on :zrn?al archileclurg of dec:isiqn ri?hts and information flow determines
= = P e ‘'space of possible behaviors' for every employee.

m Ore th a n Cu l tu re, lea de rsh lp) O r l n Ce n tl ves. SOURCE: Based on research from Stiucture Trumps Strategy: The Architectural Path to Agility
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The Implementation Gap: Why Culture Investments Fail to Deliver Agility

THE SYMPTOM: The Culture Trap

THE ROOT CAUSE: Structural Constraints
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Leadership training, Success Rate
Culture programs

 Organizations invest billions annually in culture transformation and » The Reality: Evidence from network science points to Formal
incentive realignment.

Organizational Structure as the primary constraint.
» The Result: Success rates for change efforts remain disappointingly « The Insight: "If people aren't behaving differently, the problem isn't
low (Kotter, 1995). their mindset—it's the architecture governing their work."
« The Diagnosis: Leaders typically blame "cultural resistance,” « Critical Reference: Hierarchical architecture exerts a stronger
“mindset issues,” or "misaligned rewards."

influence on behavior than cultural narratives (Puranam et al., 2014).
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Redefining Structure: It Is More Than Just the Org Chart

THE OLD VIEW:
Structure = Reporting lines. Authority

Distribution

—N
=

Who reports to whom?

Possible
Behaviors.

Information Coordination
Architecture Mechanisms

THE NEW VIEW:
ﬁ 2 @ Structure = The "physics” of
=0 '@'@ the workplace.

It determines what actions are

realistic for an employee to take.

IMPLICATION: You cannot empower people culturally if the structural dimensions restrict them physically. (Source: Galbraith, 2014)
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The Hidden Costs of the Industrial Pyramid in a Digital World

o Innovelltiocljl Stagnla}tlion

[ Centralized control filters out
EXECUTIVE o unconventional ideas
(Henderson & Clark, 1990).

THE BOTTOM LINE:

SENIOR L= > Decision Latency

MANAGEMENT ‘ Approval loops destroy competitive Efﬂmency in

advantage in fast markets.

stable conditions
| —— becomes
nformation Distortion B G 5

MIDDLE Signals degrade as they I‘Igldlty in

MANAGEMENT : =" traverse layers. Insights

et summarized into noise dynamic ones.
?Edmondson, 1999).

FRONTLINE
(MARKET SIGNAL,
INNOVATION IDEA)
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Pillar 1: Radical Flattening and Span Expansion

THE STRUCTURAL PRINCIPLE

W

Layers = Latency
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» The Move: Reduce layers while aggressively
expanding span of control (12-20+ direct reports).

* The Mechanism: Wide spans force delegation.
Managers physically cannot micromanage large
teams; they must shift to coaching.

* The Goal: Eliminate distance between information
source and decision point.

A

REAL-WORLD EVIDENCE
NETFLIX

» Structure: Maintains only 4-5 layers between
CEO and individual contributors.

» Scale: Global operations across 190 countries.

» Qutcome: Rapid pivots (e.g., ad tiers) without
executive bottlenecks.

= >

« Structure: Dissolved functional hierarchy into
thousands of ‘Microenterprises' (10-15 people).

» Outcome: Massive innovation velocity and
entry into new categories without corporate
approval cycles.

.
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Pillar 2: Modularity and Interface Design

THE STRUCTURAL PRINCIPLE

API Interface

REAL-WORLD EVIDENCE
SPOTIFY

» Structure: Squads (Features), Tribes (Missions),
Chapters (Functions).

« Decision Rights: Reside at the Squad level.

» Qutcome: Scaled from dozens to thousands of
employees while maintaining startup-like

&5 * The Move: Decompose the monolith into semi-
autonomous units with end-to-end accountability.

s22 + The Mechanism: “Organizational APIs.” Explicit
interface specifications define what each unit delivers,
replacing oversight with standardized handoffs.

@ * The Goal: Minimize coordination overhead to allow
parallel execution.

» Structure: Restfuctdred into 350 squads across
13 tribes.

* Governance: Explicit rules for cross-tribe
dependencies.

* Qutcome: Reduced time-to-market for new
* features from months to weeks.
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Pillar 3: Structural Empowerment via Distributed Authority

THE STRUCTURAL PRINCIPLE REAL-WORLD EVIDENCE

authority ,@ CapEx y. i BUURTZORG

» Model: Self-managing nursing teams (10-12 staff).

» Authority: Teams handle client acceptance,
scheduling, and budgets.

» Outcome: Higher patient satisfaction and lower

. costs due to zero administrative overhead.
dec|5|_on L 3

point @’
1 » The Move: Transferring formal decision rights MORNING STAR

(hiring, budget, CapEx) to the edge. » Model: No managers. ‘Colleague Letters of

223 + The Mechanism: Consent-based Governance. Default Understanding." S
is “Yes' unless blocked, rather than ‘No’ until * Authority: Individuals can authorize capital
approved. equipment purchases.

@) * The Insight: *Perceived empowerment” (feeling * Outcome: Industry-leading efficiency in tomato
trusted) |s not enough "Structural empowerment | Processing.
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Pillar 4: Information Transparency as a Control Mechanism

THE STRUCTURAL PRINCIPLE

o
——Tr

REAL-WORLD EVIDENCE
VALVE

]

» Mechanism: Company-wide visibility of financial
performance and user metrics.

» Action: Employees choose projects based on
data, not assignment.
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| « Outcome: Dominant platforms (Steam) created
} without management assignment.
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* Mechanism: ‘Radical Transparency.’ All
meetings recorded; decision rationale
accessible to all.

* Outcome: ‘Believability-weighted’ decision-
making utilizing collective intelligence.
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&%, * The Move: Breaking information silos to provide
executive-level data to frontline teams.

&2 * The Mechanism: Universal dashboards and closed-
loop feedback systems.

» The Logic: You cannot delegate decisions if you
@ hoard the context. Transparency replaces the control
function of middle management.

Y
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Scaling Agility: Extending Architecture to the Ecosystem

In a platform economy, value is created across
boundaries. Hierarchies struggle to interface
with partners; Modular structures thrive.

7 // A at §

TOYOTA

Design
Team

« Structure: Supplier engineers work on-site;
peer-to-peer connection.

 Mechanism: Modular coordination allows joint
problem solving without legal escalation.

« Qutcome: Superior innovation rates and lower
development costs (Dyer & Nobeoka, 2000).

« Structure: Design teams work directly with
suppliers (no procurement middleman).

» Mechanism: Shared real-time sales data
replaces forecasts.

* Qutcome: 2-week design-to-retail cycle.

.
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From Fixed Structure to Dynamic Restructuring

THE SHIFT - GOVERNANCE MECHANISM REAL-WORLD APPLICATION

Thresholds

,% Q Microenterprises are
j : continuously created, merged,

Momtorh [ Haier's Rendanheyi |

Execute Egg,ﬁ or dissolved based on market

= L\\K performance

\ \

# :> Reconfigure ~
Team & Spotify
: p ot » Establish thresholds that trigger e
Mov'ang ;rgwsisRE’Séﬂ?P {gatlon ‘| structural review (e.g., team size Managers trained in

“Reorganization as a limits, decision latency). Architectural Thinking” to

: o o Create “transition plavbooks” f identify when coordination
Routine Capability. r;g%‘iea{ﬁ'}se'cg’,{'ﬁgﬁryat%?,_s o costs require topology changes.

. 5
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Knowledge Transfer: Codifying Principles, Not Just Features

THE CHALLENGE: Internal Stickiness
Best practices often fail to transfer across
business units (Szulanski, 1996).

e The Solution: Transfer Architectural
Principles, allow for Local Adaptation.

e Strategy: Did not mandate identical
structures globally. Codified core .
principles (cross-functional teams,
end-to-end accountability) but
permitted local variation (Retail squads
vs. Wholesale tribes).

e Result: Transitioned majority of
_~ Netherlands operations in ~18 months.
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The Architectural Imperative: Fix the Mechanism, Not the Mindset

j DIAGNOSE: Identify where hierarchy creates bottlenecks and latency.
:’/ FLATTEN: Replace control layers with coaching spans.

:j\/ MODULARIZE: Define unit boundaries and interface specifications.

z DISTRIBUTE: Push specific decision rights (hiring, budget) to the edge.
:_w/ REVEAL: Flood the system with operational data.

“Change the structure, and behavior changes—whether
leaders plan it comprehensively or not.”

Blueprint Blue Stop attributing failure to culture. Start designing for agility.
Do Human Capiea
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