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Abstract
Organizational structure and organizational culture are two important factors that influence how a business operates. Organizational structure determines how jobs, responsibilities, authority and communication are arranged, while organizational culture represents the shared values, beliefs and behaviours that influence how employees work. This report examines the relationship between organizational structure, culture and business performance. It focuses particularly on functional, divisional, matrix and flat organizational structures and assesses their advantages and limitations.
The report uses secondary research from management books, academic journal articles and official company information. Procter & Gamble, W. L. Gore & Associates and Haier are used as real-world examples. The analysis shows that there is no single organizational structure that is suitable for every business. Functional structures provide specialization and clear responsibility but can create departmental barriers. Divisional structures improve market focus but may duplicate resources. Matrix structures support cooperation across functions but may create unclear authority. Flat structures can increase employee involvement and decision speed but can create coordination problems.
Organizational culture can also influence communication, motivation, teamwork, innovation and decision-making. The report finds that structure and culture should support each other. A flexible structure is unlikely to succeed without a culture based on trust, communication and accountability. Similarly, a strong culture cannot completely compensate for a poorly designed structure. The report therefore recommends that organizations use structures that reflect their size, strategy and operating environment while developing cultures that encourage communication, employee involvement, learning and clear accountability.

1. Introduction
Organizations need a system for dividing work, coordinating employees and making decisions. Organizational structure provides this system. It identifies different positions in a company, establishes reporting relationships and helps employees understand their responsibilities. Structure is therefore an important part of management because it determines how different parts of a business work together.
Organizations also develop cultures. Organizational culture refers to the shared beliefs, assumptions, values and behaviours that influence how people behave at work. Culture may affect how employees communicate with managers, how willing they are to share ideas, how teams solve problems and how decisions are made.
Structure and culture are closely connected. For example, a company may introduce a flat structure to give employees more authority. However, if senior managers continue to control every decision and employees are afraid to disagree with them, the benefits of the flat structure may not be achieved. In the opposite situation, an organization may encourage teamwork and innovation but maintain a highly bureaucratic structure that slows communication and decision-making.
Organizational design has become particularly important as companies operate in increasingly competitive and rapidly changing environments. Businesses must respond to technological development, changing customer expectations, international competition and new ways of working. Structures that were effective in stable business environments may be less suitable when businesses need to respond quickly to change.
Burns and Stalker (1961) made an important distinction between mechanistic and organic organizations. Mechanistic organizations depend more strongly on hierarchy, formal responsibilities and centralized authority. Organic organizations use more flexible roles and communication between different areas of a business. Their work remains important because modern organizations often need to find an appropriate balance between control and flexibility.
The purpose of this report is to analyse how organizational structure and culture influence business performance. Four main organizational structures are examined: functional, divisional, matrix and flat structures. The report also discusses how organizational culture influences communication, motivation, teamwork and decision-making.
Three companies are used as real-world examples. Procter & Gamble (P&G) demonstrates how a large multinational organization can combine different structural dimensions. W. L. Gore & Associates demonstrates a less hierarchical approach based on a lattice communication structure. Haier demonstrates a highly decentralized system involving entrepreneurial microenterprises.
The central argument of this report is that no single organizational structure is automatically superior. The effectiveness of a structure depends on factors including organizational size, strategy, technology, workforce and business environment. Business performance is strongest when organizational structure, culture and strategy support each other.

2. Literature Review
2.1 Organizational Structure
Organizational structure explains how work is divided and coordinated within an organization. It identifies who performs particular activities, who has authority, who reports to whom and how information moves through the company.
Bright and Cortes (2019) explain that organizations can use different structures depending on their requirements and environment. Common structures include functional, divisional, matrix, geographical and more flexible team-based arrangements.
Structure is important because organizations contain people with different skills and responsibilities. A large company may include employees in marketing, finance, operations, human resources, information technology and supply chain management. Without coordination, these areas may work towards separate objectives rather than the overall goals of the business.
One important feature of structure is centralization. A centralized organization concentrates important decision-making authority at senior levels. A decentralized organization distributes more authority to managers and employees closer to operations and customers.
Another feature is formalization. Highly formalized organizations depend strongly on rules, procedures and defined responsibilities. Formalization can increase consistency but may reduce flexibility if employees need permission before responding to changing situations.
Organizational design should therefore balance control with flexibility. Burns and Stalker (1961) suggested that mechanistic structures are more appropriate in stable conditions, while organic structures can be more suitable in changing environments. This supports contingency thinking, which argues that there is no universal structure that is best for every organization.

2.2 Functional Structure
A functional organizational structure groups employees according to specialist business functions. Typical departments include marketing, finance, human resources, operations and information technology.
The main advantage of the functional structure is specialization. Employees working in the same area can develop strong professional knowledge. Finance specialists can concentrate on accounting and financial control, while marketing employees can develop expertise in customers, communication and branding.
Functional structures also provide clear reporting relationships. Employees usually report to a manager with knowledge of their specialist area. This can make employee development and technical supervision easier.
Bright and Cortes (2019) explain that functional structures can provide specialization, straightforward reporting relationships and economies of scale. However, they also identify problems when departments become isolated from each other.
This isolation is sometimes described as the creation of organizational silos. For example, marketing employees may understand customer requirements while operations employees understand production limitations. If communication between the departments is weak, marketing may make promises that operations cannot easily deliver.
Functional structures can therefore become less efficient when business problems require cooperation between several specialist areas. Senior managers may become responsible for coordinating too many cross-functional decisions.
Functional structures remain useful, particularly where specialist expertise, efficiency and standardization are important. However, organizations operating in rapidly changing markets may need additional mechanisms such as cross-functional teams to prevent departments from becoming separated.
2.3 Divisional Structure
A divisional structure separates an organization according to products, services, customers or geographical markets. Each division can contain several functions such as marketing, finance and operations.
For example, a multinational business may have separate divisions for Europe, Asia and North America. Alternatively, a company may organize divisions around different product categories.
A major advantage is greater business focus. Employees within one division can concentrate on the requirements of a particular product or market. Managers can also be given greater responsibility for the performance of their division.
Divisional structures can support faster decisions because divisional managers do not always need to wait for central headquarters to make operational decisions. This can be particularly valuable for multinational companies where customer needs and competitive conditions vary between countries.
However, divisional structures can create duplication. If every division has its own finance, marketing and human resources teams, the organization may use more resources than a centralized functional structure.
Divisions may also become too independent. Managers may concentrate on the performance of their own business unit rather than the performance of the whole organization.
Bright and Cortes (2019) note that divisional structures improve focus, accountability and customer responsiveness, but divisions can become isolated and experience problems in coordinating company-wide systems.
Therefore, divisional structures are particularly useful for large and diversified businesses but require systems that connect divisions to the wider organizational strategy.

2.4 Matrix Structure
A matrix structure combines two or more organizational dimensions. Employees may belong to a functional department while also working within a product, project or geographical team.
For example, a marketing specialist may report to a marketing manager while working with a project manager responsible for launching a new product.
Galbraith (1971) explained that matrix design attempts to combine the benefits of functional specialization with the advantages of product or project organization. Instead of choosing only one basis for organization, the matrix connects both.
Matrix structures can improve horizontal communication. Employees from different departments can work directly with each other rather than sending all information through senior managers. This may improve knowledge sharing and problem-solving.
They can also improve resource use because specialist employees may contribute to several projects.
However, one of the major weaknesses of matrix organization is dual authority. Bright and Cortes (2019) explain that employees in matrix structures may report to both departmental and project managers. Conflicting instructions may therefore create confusion.
For example, a functional manager might ask an employee to concentrate on technical quality while a project manager asks the same employee to meet a short deadline. Without clearly defined priorities, the employee may not know which request should receive greater attention.
Matrix structures can therefore improve coordination while also increasing the amount of communication and negotiation required. Their success depends heavily on clear decision rights, cooperation and conflict-management skills.

2.5 Flat Structure
A flat organizational structure contains fewer management layers and distributes more authority to employees and teams.
In traditional hierarchical organizations, information may travel through several levels of management. A flat structure attempts to shorten these communication channels.
Bright and Cortes (2019) describe flat or horizontal organizations as systems in which individuals across an organization have greater ability to participate in decisions.
One important advantage is speed. Employees who understand a customer problem may be able to respond directly rather than waiting for approval from several managers.
Flat structures can also support employee empowerment. Giving employees responsibility may increase their involvement in the organization and encourage initiative.
However, flat structures do not mean that management is unnecessary. Employees still require strategic direction, coordination, performance standards and access to support.
A possible disadvantage occurs when managers become responsible for very large numbers of employees. Individual employees may receive less supervision or development support.
Role clarity can also become a problem. If employees are encouraged to make decisions but the limits of their authority are unclear, responsibility may become difficult to identify.
Therefore, flat structures can support innovation and responsiveness, but they require strong communication and clearly understood accountability.

2.6 Organizational Culture
Organizational culture describes the shared values, beliefs and assumptions that influence behaviour inside an organization.
Schein (2010) explains culture through three levels: artifacts, espoused beliefs and values, and basic underlying assumptions.
Artifacts are visible elements of organizational culture. They can include office design, employee behaviour, company language, ceremonies and working practices.
Espoused values are the values that an organization says are important. Examples include customer service, teamwork, innovation and integrity.
Basic assumptions are deeper beliefs that employees may accept without actively thinking about them. For example, employees may develop an assumption that mistakes will be punished or, alternatively, that mistakes can be discussed openly and used for learning.
This distinction is important because a company's stated values do not always represent actual behaviour. An organization may state that it encourages innovation while managers reject ideas that challenge existing practices.
Culture can influence organizational effectiveness. Denison and Mishra (1995) identified involvement, consistency, adaptability and mission as important cultural characteristics and found relationships between these cultural traits and organizational effectiveness.
More recent research also suggests that the relationship is complex. O'Reilly, Cao and Sull (2024), using a sample of 309 firms, identified different culture patterns related to performance, people and customers and found that they have different associations with organizational performance. This suggests that simply describing a culture as "strong" is not sufficient. The particular behaviours encouraged by the culture matter.
A meta-analysis by Liu, Tsui and Kianto (2021) found a positive relationship between knowledge-friendly organizational culture and both financial and non-financial organizational performance. This is important in modern organizations because employees increasingly depend on sharing specialist knowledge across departments.

2.7 Structure, Culture and Business Performance
Organizational structure and culture should not be analysed separately because they influence each other.
Koufteros et al. (2007) found relationships between organizational culture, structure, communication and performance. Their research suggests that cultural values can influence organizational design and that structure can then affect communication and operational practices.
Zheng, Yang and McLean (2010) studied 301 organizations and found that knowledge management played an important mediating role between organizational culture, structure, strategy and organizational effectiveness. This suggests that performance does not improve simply because a company chooses a particular structure. The structure must support useful organizational processes such as sharing and applying knowledge.
Culture can also affect innovation. Hogan and Coote (2014) found support for relationships between cultural values, norms, innovative behaviour and organizational performance.
This evidence supports a combined approach. Structure creates formal relationships, while culture influences how people behave within those relationships.
A matrix structure, for example, formally creates cross-functional relationships. However, if employees refuse to share information, the structure will not achieve effective collaboration.
Similarly, a flat structure formally gives employees greater authority, but employees may avoid making decisions if the organizational culture punishes failure.
Business performance therefore depends partly on alignment between strategy, structure and culture.

3. Methodology
This report uses a secondary research methodology. Secondary research involves analysing information that has already been produced by researchers, businesses and other organizations.
The main information sources used in this report include peer-reviewed academic journal articles, management textbooks, established management theories and official company information.
Academic literature was used to explain functional, divisional, matrix and flat structures and to evaluate the relationship between organizational culture and performance.
Official company information was used to examine current organizational practices at Procter & Gamble and W. L. Gore & Associates. Academic and company information was used together in the analysis of Haier's RenDanHeYi model.
Three companies were selected because they demonstrate different approaches to organizational design.
Procter & Gamble represents a large multinational company that combines sector business units with market-based operations.
W. L. Gore & Associates demonstrates a less traditional lattice approach in which direct communication and employee empowerment are important.
Haier demonstrates a highly decentralized approach based on entrepreneurial microenterprises.
One limitation of secondary research is that companies may present their organizational practices positively. Official company sources may therefore describe the intended benefits of a structure without providing independent evidence of all its disadvantages.
For this reason, company information is supported with independent academic research wherever possible.
A second limitation is that organizational structures can change over time. The analysis therefore uses current official information where available and distinguishes current practices from historical management theory.

4. Findings
4.1 Procter & Gamble
Procter & Gamble provides an example of a large multinational organization using several organizational dimensions rather than one simple structure.
P&G currently organizes its operations around five industry-based Sector Business Units that manage ten product categories. The company also uses Market Operations across the sector business units in major Focus Markets. The remaining countries are organized through Enterprise Markets.
P&G states that its sector business units have responsibility for areas including sales, profit, cash and value creation in its largest markets. Market Operations provides capabilities such as customer teams, transportation, warehousing and logistics across business units (Procter & Gamble, 2025).
This can be described as a hybrid or multidimensional structure. Product-related responsibility is combined with market operations and central corporate capabilities.
The potential advantage is that P&G can maintain specialist knowledge in its product categories while also coordinating activities that are more efficient when shared across businesses.
For example, separate product units do not necessarily need completely independent logistics systems in the same market.
The company describes its structure as designed to increase empowerment, agility and accountability. However, the complexity of combining products, markets and corporate functions means that clear decision rights remain essential.
This example shows that large organizations may not fit perfectly into one textbook category. Instead, they can combine divisional and matrix-style features according to their strategic requirements.
P&G reported net sales of approximately $84.3 billion in its 2025 financial year. This does not prove that its structure caused its financial performance, but it demonstrates that this multidimensional structure operates within a very large global organization.

4.2 W. L. Gore & Associates
W. L. Gore & Associates demonstrates a different organizational approach.
Gore describes its organizational environment as a lattice rather than a traditional chain of command. The company states that associates are empowered to make decisions and build direct connections with others across the organization.
Its culture emphasizes collaboration, innovation, commitment and shared ownership. Gore also identifies guiding principles including freedom, commitment, fairness and what it calls the "waterline" principle, which encourages informed decision-making when actions could significantly affect the wider enterprise (W. L. Gore & Associates, n.d.).
The lattice approach can reduce barriers created by traditional hierarchical communication.
If an employee needs specialist knowledge from another area, direct communication can be more efficient than passing the request upward through several managers.
The model can also support innovation because employees may have greater freedom to connect with people who have relevant knowledge.
However, the Gore example also shows why structure and culture cannot be separated.
Simply removing management levels would not necessarily produce the same result in another company. Gore's lattice is supported by long-established cultural principles and expectations concerning employee behaviour.
A company without similar levels of trust and communication could experience confusion if formal hierarchy were reduced too quickly.
Therefore, Gore demonstrates that flat structures require cultural systems that support responsibility as well as freedom.

4.3 Haier
Haier provides another example of decentralization through its RenDanHeYi management model.
Haier describes an organizational transformation from a more traditional structure towards flatter arrangements and later towards a network of microenterprises.
These microenterprises are designed to create closer relationships between employees and users. The system attempts to transform employees from people who simply complete instructions into individuals with greater entrepreneurial responsibility (Haier Group, n.d.).
Frynas, Mol and Mellahi (2018) analysed RenDanHeYi and described how Haier moved from a conventional hierarchical manufacturer towards a more responsive entrepreneurial company.
One advantage of this approach is customer responsiveness. Small business units may respond more quickly to user requirements than a large centralized bureaucracy.
Decentralization can also encourage employees to take responsibility for outcomes rather than waiting for instructions from senior management.
However, this model creates significant management challenges.
When an organization contains many entrepreneurial units, coordination becomes essential. Individual units could concentrate too strongly on their own objectives or compete for resources.
The Haier example therefore demonstrates that decentralization should not be confused with the complete removal of management systems.
Instead, coordination mechanisms must change. Managers may move away from controlling every activity and towards setting direction, designing systems and connecting different parts of the organization.

4.4 Main Findings
Several main findings appear from the research.
First, no organizational structure provides every possible advantage.
Functional structures provide specialization but can reduce communication between departments.
Divisional structures improve market or product focus but may duplicate resources.
Matrix structures encourage cross-functional coordination but can create conflicting authority.
Flat structures can improve employee involvement and decision speed but may reduce role clarity if they are poorly designed.
Second, organizational culture strongly influences how a structure operates.
Formal charts explain reporting relationships, but they do not completely explain actual employee behaviour.
Third, communication is a central connection between structure and performance. Structures that support effective information sharing can help employees coordinate knowledge and solve problems.
Fourth, decentralization can improve responsiveness, but accountability remains necessary.
Finally, hybrid structures appear particularly important in large modern organizations. Companies such as P&G combine different organizational principles rather than depending on one pure organizational model.

5. Discussion
5.1 Impact on Communication
Organizational structure has a direct effect on communication.
In a traditional hierarchy, information normally moves vertically. Employees report to supervisors, supervisors report to managers and managers report to senior leaders.
The advantage is that communication follows clear channels. However, it may become slow when information must pass through many levels.
Functional structures can create another communication problem because employees spend more time communicating within their specialist department than with other functions.
For example, finance employees may concentrate on controlling cost while marketing employees focus on customer demand. If they communicate poorly, each department may make reasonable decisions individually that do not work well for the wider organization.
Matrix structures attempt to reduce this problem by creating horizontal communication. Employees can work with colleagues from several functions on the same project.
The weakness is that communication can become excessive. More collaboration can mean more meetings, discussions and negotiations.
Flat structures such as Gore's lattice approach shorten communication channels further. Employees can communicate directly with people who have relevant knowledge.
However, culture determines whether direct communication is actually used. Employees who are afraid of challenging colleagues or senior staff may continue to withhold information even when the organizational chart allows communication.
Therefore, improving communication requires both structural connections and a culture that encourages useful information sharing.

5.2 Impact on Employee Motivation
Organizational culture and structure can influence employee motivation because they affect autonomy, recognition and participation.
Highly centralized structures give managers greater control but may limit employee involvement in decisions.
Some employees may prefer clear instructions, particularly when tasks are standardized. Other employees may become less motivated when they have specialist knowledge but are unable to influence decisions.
Flat and decentralized structures give employees more responsibility. This can increase feelings of ownership because employees can see a stronger connection between their decisions and business outcomes.
Gore provides a useful example because its lattice culture emphasizes employee empowerment and commitment.
Haier goes further by connecting small units directly to user value and entrepreneurial outcomes.
However, empowerment does not automatically increase motivation.
Greater authority can create stress if employees receive responsibility without enough training, information or resources.
Managers therefore remain important. Their role may change from controlling routine decisions towards coaching employees, providing resources and creating clear priorities.
A successful empowerment culture should combine freedom with accountability.

5.3 Impact on Teamwork
Modern business problems often require knowledge from several departments.
Launching a new product, for example, may involve research and development, finance, marketing, legal teams, operations and supply chain management.
A functional structure can make this cooperation difficult because employees are organized primarily around their specialist departments.
Matrix structures are specifically designed to improve cross-functional cooperation. Employees from different areas can be connected through shared projects or product responsibilities.
However, successful teamwork requires more than placing employees in the same team.
Team members may have different targets. A finance manager may focus on cost control while a marketing manager wants additional spending to increase awareness.
These differences can create productive discussion, but they can also create conflict.
Organizational culture influences how employees manage disagreement. A culture that encourages open communication can allow teams to discuss competing priorities.
A culture based on internal competition may make employees less willing to share resources or knowledge.
Research by Zheng et al. (2010) demonstrates the importance of knowledge management in linking organizational culture and structure with effectiveness.
This supports the argument that organizations should judge teamwork not only by the number of teams they create but by whether those teams actually exchange and use knowledge effectively.

5.4 Impact on Decision-Making
Organizational structure influences where decisions are made.
Centralized structures place important decisions with senior managers. This provides control and can create consistent policies.
Centralization can be particularly important when decisions involve high financial, safety, regulatory or legal risks.
However, senior managers may not possess all of the information available to employees who work directly with customers and operational problems.
Decentralization moves decision authority closer to the source of information.
Gore's lattice approach allows associates to take responsibility for decisions within its cultural framework.
Haier's microenterprise model takes decentralization further by placing significant entrepreneurial responsibility closer to users.
This can improve speed, but decentralization also creates risks.
Different teams may make inconsistent decisions. Resources may be duplicated and local objectives may conflict with organizational strategy.
The best approach is therefore unlikely to be complete centralization or complete decentralization.
Organizations should decide which categories of decisions need central control and which can be delegated.
Strategic decisions affecting the whole company may remain centralized, while routine customer and operational decisions can often be made closer to the customer.
P&G's structure provides an example of differentiated decision rights because responsibility is distributed across sector business units, markets and supporting corporate resources.
This approach recognizes that different decisions require different types of knowledge.

5.5 Organizational Structure, Culture and Performance
The relationship between organizational structure and performance should be treated carefully.
It is tempting to claim that flat organizations are better because they are faster or that functional structures are better because they are more efficient. Academic research does not support such a simple conclusion.
Contingency theory suggests that structural effectiveness depends on the situation.
A functional structure may work effectively in a company with a limited range of products and a relatively predictable market.
A divisional structure may become more appropriate as a business expands into several products or geographical markets.
A matrix can be useful when business activities require strong functional expertise and strong product or project coordination at the same time.
Flat structures may be particularly valuable in innovative environments where employees need to respond quickly.
Culture is similarly complex.
Denison and Mishra (1995) identified links between cultural characteristics and effectiveness, while more recent research by O'Reilly et al. (2024) shows that different culture patterns have different relationships with performance.
It would therefore be inaccurate to assume that any "strong culture" improves performance.
A culture can be strong but still encourage unsuitable behaviour.
For example, a strong culture of avoiding mistakes might improve consistency in certain operations but reduce experimentation and innovation.
A strong customer-focused culture may improve responsiveness but could create problems if employees ignore financial controls in an attempt to satisfy every customer demand.
Organizational effectiveness therefore depends on cultural fit as well as cultural strength.
The best results are likely to occur when strategy, structure and culture are aligned.
If a company's strategy depends on innovation, its structure should support communication between specialists and its culture should encourage experimentation and learning.
If a company's strategy depends heavily on safety and consistency, clearer hierarchy and stronger procedures may be appropriate.

5.6 Recommendations for Improving Business Efficiency
Based on the research, organizations should consider several practices when designing their structures and cultures.
First, organizational structure should follow business requirements rather than management fashion.
Managers should consider company size, strategy, technology, customer requirements and environmental uncertainty before redesigning the organization.
A flat structure should not be introduced simply because it appears modern. Similarly, hierarchy should not automatically be considered negative. Some decisions require clear control.
Second, companies should clearly define decision rights.
Employees should understand which decisions they can make independently, which require consultation and which require senior approval.
This is especially important in matrix and decentralized structures where authority can otherwise become unclear.
Third, organizations should strengthen cross-functional communication.
Functional expertise remains valuable, but departments should not operate as isolated silos.
Cross-functional teams, shared digital systems and regular communication can help employees understand how their work affects other parts of the business.
Fourth, managers should develop a culture of knowledge sharing.
Research suggests that knowledge management can connect structure and culture to organizational effectiveness (Zheng et al., 2010).
Employees should therefore be encouraged to share information, experience and good practices rather than treating knowledge as personal power.
Fifth, empowerment should be supported with accountability.
Giving employees authority without clearly defining expected outcomes can create confusion.
Companies such as Gore demonstrate that greater freedom works alongside guiding principles and expectations concerning responsible decision-making.
Sixth, organizations should avoid unnecessary structural complexity.
A matrix or hybrid structure can solve coordination problems but can also create additional meetings and competing responsibilities.
Managers should periodically examine whether organizational layers, reporting relationships and meetings are creating value.
Seventh, organizational culture should be measured through behaviour rather than slogans.
Publishing values such as teamwork, innovation or customer focus does not automatically create those behaviours.
Managers should examine how employees actually communicate, how decisions are rewarded and how mistakes are handled.
Finally, organizational design should be reviewed as the business changes.
The structure that works for a small company may become unsuitable after international expansion.
Technology, customer expectations and competition also change over time.
Organizational design should therefore be treated as an ongoing management responsibility rather than a one-time decision.

6. Conclusion
This report examined the relationship between organizational structure, organizational culture and business performance.
Functional, divisional, matrix and flat organizational structures each provide different benefits.
Functional structures support specialization and clear reporting relationships but may create departmental silos.
Divisional structures increase focus on products, markets or geographical areas but can duplicate resources.
Matrix structures improve horizontal cooperation and allow organizations to combine different specialist perspectives. However, they can also create dual authority, additional communication and conflict.
Flat structures reduce management layers and can improve employee involvement and decision speed. Their weaknesses include possible uncertainty about responsibility, large spans of control and coordination difficulties.
Organizational culture has an equally important role.
Culture influences how employees communicate, cooperate, respond to management and make decisions.
The analysis shows that formal organizational structure cannot fully determine employee behaviour. A structure that encourages collaboration may still fail if the culture discourages employees from sharing information.
The company examples demonstrate different ways of combining structure and culture.
P&G uses a multidimensional organizational system involving sector business units, Market Operations and Enterprise Markets.
W. L. Gore & Associates combines a less hierarchical lattice structure with a culture emphasizing collaboration and employee responsibility.
Haier's RenDanHeYi system demonstrates a more radical decentralized approach built around entrepreneurial microenterprises.
These examples show that successful organizations do not necessarily use one standard structural model.
The main conclusion is that there is no universally superior organizational structure or culture.
Organizational design should fit the company's strategy, size, workforce and operating environment.
Managers should balance specialization with communication, central control with employee empowerment and flexibility with accountability.
The most suitable approach for many large modern organizations is therefore likely to involve a combination of structural methods.
Companies can maintain hierarchy where strong control is necessary while decentralizing decisions that benefit from local knowledge and speed.
Business efficiency can be improved when structure and culture support each other and when employees understand both their responsibilities and their authority.
Organizations should therefore treat structure and culture as connected management systems rather than separate subjects. When these systems are aligned with business strategy, they can improve communication, teamwork, decision-making, innovation and overall organizational effectiveness.
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Appendices
Appendix A: Comparison of Organizational Structures
	Area
	Functional
	Divisional
	Matrix
	Flat

	Main basis
	Business function
	Product, market or region
	Two or more dimensions
	Teams/employees

	Authority
	Functional managers
	Divisional managers
	Shared authority
	More decentralized

	Main strength
	Specialization
	Market focus
	Cross-functional cooperation
	Speed and empowerment

	Communication
	Mainly vertical
	Within divisions
	Vertical and horizontal
	Mainly direct

	Decision-making
	Often centralized
	More decentralized
	Shared
	More decentralized

	Main limitation
	Departmental silos
	Duplication
	Conflicting authority
	Coordination problems

	Best suited to
	Specialist operations
	Large diversified businesses
	Complex organizations
	Innovative/dynamic environments



Appendix B: Structure and Culture Relationship

	Organizational Area
	Structure Influence
	Culture Influence

	Communication
	Determines formal information channels
	Determines openness and willingness to share

	Motivation
	Determines authority and responsibility
	Influences recognition, trust and involvement

	Teamwork
	Determines how departments and teams are arranged
	Influences cooperation and conflict

	Decision-making
	Determines where authority is located
	Influences willingness to take responsibility

	Innovation
	Can create or remove structural barriers
	Influences experimentation and learning

	Performance
	Coordinates resources and responsibilities
	Influences employee behaviour and knowledge sharing



Appendix C: Company Examples
Procter & Gamble: Uses five sector business units together with Market Operations and Enterprise Markets. This demonstrates how a large multinational organization can combine product and market-based responsibilities.
W. L. Gore & Associates: Uses a lattice communication approach supported by principles including freedom, commitment, fairness and responsible decision-making. It demonstrates the importance of culture in supporting a less hierarchical structure.
Haier: Uses the RenDanHeYi model and entrepreneurial microenterprises. It demonstrates how decentralization can place decision-making and responsibility closer to users while still requiring organizational coordination.
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