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Abstract Academics and business practitioners increasingly
recognize the importance of organizational structure in mar-
keting. Yet research examining the effects of different organi-
zational structure design elements on marketing outcomes
remains fragmented and scarce. Accordingly, this article seeks
to synthesize and extend understanding of how firms use their
organizational structural elements to achieve marketing objec-
tives, and to offer a new perspective of structural marketing.
In support of this research goal, a cross-disciplinary review of
organizational structure, its types, and its characteristics, in
combination with theories relevant to the field of marketing,
informs an assessment of empirical findings from marketing
literature. This synthesis introduces the concept of structural
marketing; the article offers both theoretical tenets and testable
propositions in support of an initial framework for using
organizational structure design elements as strategic market-
ing variables. [llustrative business cases reinforce these tenets,
conceptual arguments, and managerial insights.
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Academics and business practitioners highlight the impor-
tance of organizational structure in marketing (Homburg
et al. 2000; Olson et al. 2005). According to a survey of
U.S. managers, the number of firms with structures organized
around distinct customer groups will soon exceed 50%, as
more firms attempt to increase their customer centricity and
thereby improve their performance (Day 2006). However, no
research really examines the impact of an organization’s struc-
tural design (e.g., customer-centric structures, teams, central-
ization) on marketing outcomes. Thus the Marketing Science
Institute (2010, p. 5; 2012) has designated “organizational
structure” as a top research priority over its last two biannual
reports, raising the question, “How do organizational structure
and marketing capabilities influence business performance?”

The goal of this article is to synthesize academic research
and business practice to provide a foundation for using orga-
nizational structure as a tool to achieve marketing objectives
and to offer a new perspective of structural marketing. With
this approach, we highlight structural design features that
constitute important strategic marketing variables.
Researchers use organizational design theory (Galbraith
et al. 2002) to investigate the effects of many different orga-
nizational design elements on performance. For example,
empirical research in marketing tests the effectiveness of
leadership and culture (Homburg and Pflesser 2000), metrics
and incentives (Kirca et al. 2005), and systems and processes
(Kumar et al. 2008). Surprisingly, there has been scarce re-
search on the effects of organizational structure on marketing
outcomes, despite emerging interest in the role of structure.
For example, the number of articles published in major mar-
keting journals and containing the phrase “organizational
structure” in their abstracts doubled in the 2000s compared
to the previous decade (1990s), and it is on track to double
again in the 2010s. Thus, now is an opportune time to syn-
thesize recent marketing research on organizational structure
while also linking it to the vast body of related management
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literature and emerging business practices, in order to offer
new theoretical perspectives for future research.

Therefore, we investigate the effect of organizational struc-
ture on marketing outcomes in three sequential steps. First, we
review extensive literature from management, organizational
psychology, and sociology regarding the effect of structural
design elements on performance and the underlying theoreti-
cal explanations for these linkages. Second, after distilling five
decades of wide-ranging research on structural types, charac-
teristics, and theories relevant for marketing, we narrow our
focus to empirical research in marketing journals.
Accordingly, we synthesize the findings of more than 40
marketing studies pertaining to the effects of organizational
structure on specific marketing outcomes (e.g., market orien-
tation, innovation) or as a moderator of the strategy—perfor-
mance linkage. These two sections provide a concise summa-
ry of current knowledge on the role of structure in marketing.
Third, we use this foundation to derive tenets and associated
propositions for using organizational structure to achieve mar-
keting objectives and advance research in this domain. Our
marketing-centric theorizing about the effects of structural
design offers a useful focus on marketing-relevant problems
and variables (marketing mix, customer relationships), rather
than leaving it as a peripheral concern. To define this emerging
area, we use the term structural marketing, which refers to the
firm’s use of structural design elements as marketing tools to
achieve marketing objectives. Empirical tests of these tenets
are beyond the scope of this article, but we illustrate each tenet
using business cases and suggest multiple related research
opportunities.

We contribute to the marketing literature in three ways.
First, we show that organizational structure is important for
achieving marketing objectives. The impact of structural de-
sign is not restricted to market orientation or interfunctional
relationships; it also spans more diverse marketing outcomes,
including customer relationships, innovation, and marketing
mix effectiveness. To understand these effects, we suggest
new research directions and propositions to capture the theo-
retical essence of how structural design elements influence
specific marketing outcomes. The business cases richly de-
scribe these phenomena from a managerial perspective. Thus
this article contains concise, theoretical, illustrative explana-
tions for why structural design elements matter for marketing.

Second, we highlight some structural elements that have
been generally ignored by marketing through identifying the
major types (e.g., multidivisional, team structures) and char-
acteristics (e.g., centralization, modularity) of organizational
structure, which then constitute the structural building blocks
for organizations. Most marketing studies focus instead on a
limited set of structural characteristics and types, failing to
consider the broader set of structural design elements and their
advantages. More than 85% of the marketing articles we
reviewed that examine structural types address team structures
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only and disregard other types, such as a customer-centric
structures—a surprising gap, considering that many Fortune
500 firms (e.g., American Express, Qwest Communication)
have restructured around distinct customer groups.
Furthermore, more than 60% of the articles we reviewed focus
on only two of the many characteristics of organizational
structure—centralization or formalization. Thus, we extend
understanding of several largely ignored structural elements.

Third, we propose contextual factors that may leverage the
effect of organizational structure on marketing outcomes,
which can clarify equivocal findings from extant marketing
research. Approximately 60% of marketing studies never
consider how the impact of structure could vary by contingent
factors, so they often produce conflicting findings. For exam-
ple, depending on the study, formalization has negative, in-
significant, or even positive effects on market orientation (e.g.,
Auh and Menguc 2007; Kirca et al. 2005). Among the limited
set of articles that address contextual factors, the main focus is
on factors internal to the firm, such as innovation capability or
new product concept experience (e.g., Olson et al. 2005),
rather than any external or environmental factors. We provide
several tenets and propositions in an effort to describe the
environments (e.g., market dynamism, service industry) in
which particular structures are more or less effective for
driving marketing outcomes.

Theoretical conceptualization of organizational structure

Theoretical research on organizational structure began with
Alfred Chandler’s (1962) description of the importance of
aligning structure with a firm’s strategy to attain superior
performance, which ultimately led to advances in manage-
ment, marketing, sociology, and psychology. In the early years
of the organizational literature, organizations were thought to
consist of self-contained units and to have the chain of com-
mand that depicts management hierarchy. However, as firms
sought modular organizational forms that allowed rapid and
ongoing adaptation, scholars started to view organizational
structure as “less structured” (Bunderson and Boumgarden
2009). Such changes in perspective have led the definition
of structure to focus on three interrelated aspects: (1) the
design of units, divisions, departments, teams, and networks
that group individuals; (2) the reporting relationship among
organizational entities; and (3) the coordination mechanisms
that integrate units’ activities and resources (Huber 1991;
Moorman et al. 1993; Olson et al. 1995).

We begin our discussion with the review of different build-
ing blocks of organizational structure types and characteristics
of structure, which have been widely studied in marketing.
The types of structure (e.g., functional, multidivisional, team)
describe the underlying approach for grouping employees in
an organizational entity (Habib and Victor 1991). The
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characteristics of organizational structure (e.g., centraliza-
tion, formalization) are used to explain more behavioral as-
pects, such as how a unit relates to another, or how activities
are coordinated across units (Walton 2005). Both structure
types and characteristics define the design of an organization’s
structure and its unique performance profile. Determining a
firm’s structural type is often the first macro-structural design
decision facing senior managers (e.g., grouping theme of the
divisions and units), whereas each characteristic describes
“the division of work and authority and the processes by
which these divisions are controlled and coordinated”
(DeWitt 1993, p. 32). Our review of the literature reveals that
most organizational structures can be described by major
types and characteristics, as we summarize in Table 1.

Types of organizational structure

In the early years of the organizational literature, firms had
structures with clear boundaries between units, such as func-
tional and multidivisional structures. In a functional structure,
activities and workers are organized into separate units re-
sponsible for particular functions (R&D, sales, operations) or
areas of expertise (Habib and Victor 1991). As a result, this
structure enhances efficiency and the ability to develop spe-
cialized, distinctive firm capabilities, but it also creates coor-
dination issues and conflicts across the functions (Workman
et al. 1998). In a multidivisional structure, the firm is
subdivided into smaller, separate divisions, performing a va-
riety of functions. Each unit is more focused and stand-alone,
so divisional structures tend to be more responsive and able to
adapt to market changes than functional structures. However,
this structure duplicates administrative, management, and staff
activities, and it inherently entails inefficient use of functional
resources, loss of economies of scale, and higher costs (Gulati
2007). Generally, scholars identify different multidivisional
structures (e.g., product-centric, geographical, and customer-
centric), but recently attention is shifting to customer-centric
structures as many Fortune 500 firms, such as IBM and
Cisco, have shifted their structure to align their divisions with
their key customer groups.

Because these structures have clearly defined boundaries
and limit coordination across functional and divisional silos,
firms are advocating new forms of structure that support cross-
silo cooperation, have fluid internal and external boundaries,
and flatten vertical hierarchies. Such structures with flexible
boundaries include matrix, team, and network structures.
Matrix structure' refers to the structural form with activities
aligned along two or more lines of authority, using functional
and divisional chains of command simultaneously in the same

! A matrix structure is distinctive from a hybrid structure. Hybrid struc-
tures feature a combination of any structural forms whereas a matrix
structure combines functional and multidivisional structures.

part of the firm (dual reporting lines) (Griffin and Hauser
1996). This structure facilitates cross-functional cooperation,
decision making, and flexibility in operations in order to meet
changing demands, but this “two-boss” system can create
power struggles and task confusion (Aaker 2008).

Team structure places separate functions or processes into
groups according to one overall objective (Griffin and Hauser
1996). A team structure breaks down departmental and func-
tional barriers, develops generalist skills, improves decision-
making speed, and supports greater learning across the orga-
nization (Grant 1996b; Nonaka and Takeuchi 1995). Yet the
complexities it creates also result in conflicting employee
loyalties and requires more time for meetings and coordina-
tion, making team structure more appropriate for interdepen-
dent tasks (Cohen and Bailey 1997). Marketing researchers
typically study project teams (Barczak 1995) and work teams
(Emery and Fredendall 2002), but more sophisticated and
modular forms of team structures, such as ambidextrous and
hypertext structures, are emerging to better balance the explo-
ration and exploitation of organization’s knowledge (Child
and McGrath 2001). Ambidextrous structure consists of two
independent project teams: “emerging business units” that are
flexible and adaptive for exploration purposes, and “existing
business units” that are more formal and work to exploit
existing capabilities (O’Reilly and Tushman 2004).
Similarly, in a hypertext structure, which is the “dynamic
synthesis” of autonomous self-organizing teams for innova-
tive activities and hierarchical structure for routine tasks,
employees continuously change between the two types of
structure and use different knowledge to find balance between
exploration and exploitation (Nonaka and Takeuchi 1995).

Recently, increasing attention has been paid to more infor-
mal and intangible types of structure, such as network
structure—a cluster of “task- or skill-specialized economic
entities” (autonomous units, subsidiaries, and independent
firms) whose activities are coordinated by contracts or rela-
tional norms instead of a hierarchical chain of command
(Achrol 1997; Achrol and Kotler 1999). As social interactions
among people and units cannot be described with simply
dyads or triads, scholars use social network constructs such
as centrality and density to understand the complex nature of
exchange (Rowley 1997; Tsai and Ghoshal 1998). Network
structure leverages the resources of other network members,
increases flexibility, transfers knowledge, and reinforces in-
formal communication. Yet it incurs high coordination costs,
and its ability to guarantee quality requires partners to operate
in good faith (Ahuja and Carley 1998).

Our review of structure types uncovers several implications
for marketing. First, as a growing number of firms are evolv-
ing toward a customer-centric structure to better collect front-
line information and get closer to customers, it is becoming
more critical to understand how to shift successfully from
traditional structures to new organizational forms. This trend
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Table 1 Organizational structure types and characteristics

Constructs Definitions

Common Aliases

Representative Papers

Types of Organizational Structure

An organizational structure in which
work and workers are organized
into separate units responsible for
particular business functions or
areas of expertise

An organizational structure in which
support functions are placed in
self-contained divisions

Functional structure

Multidivisional structure

Product-centric structure An organizational structure that is
organized around product or

service groups

Geographical structure An organizational structure that is
organized around geographic
locations

An organizational structure that is
organized around customer
groups

Organizational designs that organize
activities along two or more lines
of authority and reporting
relationships

Organizational designs that place
separate functions or processes
into groups, according to one
overall objective

Customer-centric structure

Matrix structure

Team structure

Team structure in which units are
responsible for providing
products and services, and their
memberships are well-defined
and stable

Team structure in which groups of
people work together on a project
task within a temporary time
frame

Two project teams that are
structurally independent:
“emerging business units” that are
flexible and adaptive for
exploration, and “existing
business units” that are more
formal and work to exploit
existing capabilities

The combination of the autonomous
self-organizing teams that are
flexible enough to support
innovative activities and
hierarchical organizational
structure that is designed for
routine tasks and to ensure
efficient operations

A cluster of task- or skill-specialized
economic entities (autonomous
units, divisions, subsidiaries, and
independent firms) whose
activities are coordinated by
contracts or relational norms

Work teams

Project teams

Ambidextrous structure

Hypertext structure

Network structure

@ Springer

U-form, mechanistic structure

M-form

Product-focused structure

Geography-focused structure

Customer-driven structure,
customer-focused structure

Horizontal overlays, XM-form

structure, X-form structure

Collocated structure

Work group

Temporary teams

Structural separation, loosely
coupled organization, plural
form, dual organizational
structure

Parallel structures, dualistic
structures, collateral
organization

Virtual structure, latent
organization

Habib and Victor (1991); Workman
etal. (1998)

Day (2006); Gulati (2007); Habib
and Victor (1991); Workman et al.
(1998)

Day (2006); Habib and Victor
(1991); Homburg et al. (2000);
Shah et al. (2006)

Habib and Victor (1991); Homburg
et al. (2000)

Day (2006); Homburg et al. (2000);
Shah et al. (2006)

Aaker (2008); Griffin and Hauser
(1996); Habib and Victor (1991)

Cohen and Bailey (1997); Grant
(1996b); Griffin and Hauser
(1996); Nonaka and Takeuchi
(1995)

Cohen and Bailey (1997); Emery
and Fredendall (2002)

Cohen and Bailey (1997); Griffin
and Hauser (1996)

Child and McGrath (2001);
Homburg et al. (2000); O’Reilly
and Tushman (2004)

Child and McGrath (2001); Grant
(1996b); Homburg et al. (2000);
Nonaka and Takeuchi (1995)

Achrol (1997); Achrol and Kotler
(1999); Ahuja and Carley (1998);
Rowley (1997); Tsai and Ghoshal
(1998)
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Table 1 (continued)

Constructs Definitions

Common Aliases

Representative Papers

Characteristics of Organizational Structure

Centralization The extent to which the authority to
make decisions and take action
resides in the upper levels of the

organizational hierarchy

Formalization The degree to which rules govern
decisions, roles, norms,

procedures, and communications

Specialization The extent to which jobs in the
organization require narrowly

defined skills or expertise

The degree to which workflows
within the firm require
cooperation among groups

The extent to which different
organizational units, departments,
or partners tightly coordinate their
activities

The extent to which a firm constantly
hives off business into
manageable units and assemble
them to work together

Interdependence

Integration

Modularity

Vertical division of labor,
participation, span of control,
locus of authority, worker/
supervisory ratio, number of
direct supervisors, hierarchy of
authority, hierarchy of control,
number of vertical levels, tall
structure

Standardization, job codification,
job specificity, rules and
procedures

Horizontal division of labor,
functional diversification,
structural differentiation,
number of functions, number
of job title, departmentalization

Structural linkage

Level of interunit integration,
cross-functional integration,
lateral links

Organizational fluidity, structural
insularity, structural flux,
relentless reorganization,
continuous morphing

Jaworski and Kohli (1993);
Kabadayi et al. (2007); Matsuno
et al. (2002); Menon et al. (1999);
Olson et al. (2005); Pelham and
Wilson (1996); Troy et al. (2001)

Grant (1996b); Jaworski and Kohli
(1993); Kabadayi et al. (2007);
Olson et al. (2005); Troy et al.
(2001)

Barclay (1991); Jaworski and Kohli
(1993); Kabadayi et al. (2007);
Olson et al. (2005); Troy et al.
(2001)

Huber (1991); Sethi (2000b);
Vorhies and Morgan (2003)

Ayers et al. (1997); Germain et al.
(1994); Im and Nakata (2008);
Troy et al. (2008)

Day (2011); Eisenhardt and Brown
(1999); Grant (1996a); Schreyogg
and Sydow (2010)

Firms often use hybrid structure (i.e., organizational design that simultaneously uses many different types of organizational structure). Although
structures can be classified into these “pure” types, virtually all organizations contain some combinations

requires more research on the dynamic effects of restructuring
as firms move to more market-driven structures. For example,
researchers could address key questions such as “how long
after restructuring does it take to pay off?” or “how can
managers minimize the resistance to new structures?”
Second, horizontal or market-driven structures in themselves
are not sufficient to develop marketing capabilities and pro-
vide superior customer value; rather, structure needs to be
supported by other organizational design elements such as
systems, processes, and metrics to lead to a competitive ad-
vantage. For example, the advancement of information tech-
nology and network systems in the firm enables units to
quickly communicate independent of structure (Day 1999).
Third, scholars have typically studied one level of structure at
a time (e.g., marketing group, sales team, corporate). Since
firms consist of multiple layers of structures, it is important to
study how structures at different levels interact, and identify
the best configuration of structure layers (e.g., combining
divisional structure at the corporate level with the team struc-
ture at the marketing organization level).

Characteristics of organizational structure

Identifying unique characteristics of structure is critical for
understanding the nuanced or micro-structural effects of an
organizational design. We review six major structure charac-
teristics: centralization, formalization, specialization, interde-
pendence, integration, and modularity. Centralization is the
extent to which the authority to make decisions and take
action resides in the upper bounds of the hierarchy (Jaworski
and Kohli 1993). Delegating authority to high-level personnel
can be beneficial in less turbulent markets, but it impedes
innovation, intra-organizational knowledge-sharing,
decision-making efficiency, and knowledge performance
(Menon et al. 1999). Formalization refers to the degree to
which rules govern decisions, roles, norms, procedures, and
communications (Troy et al. 2001). The use of rules is a way
to prescribe appropriate behaviors, address routine problems,
and easily transform tacit knowledge into explicit knowledge
(Grant 1996b), but it can damage performance in dynamic
markets, as strict controls prevent employees from
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maneuvering quickly to adapt to market changes (Kabadayi
et al. 2007). Specialization, or the extent to which jobs in the
organization require narrowly defined skills or expertise
(Olson et al. 2005), allows organizations to assign tasks to
people best equipped to handle them. Dividing activities into
specialized roles enhances the firm’s knowledge base and
promotes cross-fertilization of ideas and innovativeness, but
it accentuates differences between groups, and increases con-
flict between departments (Barclay 1991).

Workflows within the firm often require cooperation
among groups, referred to as interdependence, which deter-
mines the need for collective action, integration, and informa-
tion exchange (Vorhies and Morgan 2003). High interdepen-
dence not only forms collaborative attitude between members,
but also increases willingness to share information and diffuse
knowledge across different functional areas (Huber 1991;
Sethi 2000b). Yet a continuous need for mutual adjustments
reduces flexibility to make autonomous decisions and impairs
group performance when relationship conflicts occur (Duffy
et al. 2000). Interdependence often results from integration,
which refers to the extent to which different organizational
units, departments, or partners tightly coordinate their activi-
ties (Germain et al. 1994). Cross-unit integration reduces
conflict between functional areas (Ayers et al. 1997) and
enhances perceived product superiority (Im and Nakata
2008), but it also reduces flexibility for configuring activities
and requires more time and effort to resolve complexity (Troy
et al. 2008).

As hypercompetition and changing customer requirements
result in more dynamic and turbulent markets, the ideal struc-
ture needs to be more agile and malleable rather than rigid and
bureaucratic” (Schrey6gg and Sydow 2010). A new stream of
research stresses modularity (i.e., structural insularity)—the
importance of constantly dividing business into manageable
units and re-assembling them to work together (Day 2011;
Grant 1996a). Modularity allows firms to readily improvise
their structure based on their observations and experiences in
the market. The modular organization can keep communica-
tion efficient across units, leverage its market learning, build
marketing capabilities, and facilitate information gathering
and processing (Huber 1991). Modularity in structure often
leads firms to initiate business unit reconfiguration (i.e.,
patching, divisional charter change), which refers to “the
addition of units to the firm, deletion of units from the firm,
and recombination of units within the firm” to constantly align
to changing market opportunities (Eisenhardt and Brown
1999; Karim 2006, p. 799).

A review of the characteristics of organizational structure
suggests a number of implications for marketing. First, the
majority of literature portrays highly-integrated modular

2 We are thankful to the review team for its suggestion to include modular
organizational structure.
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structures as solutions to all marketing issues, and guides
managers to move away from formal hierarchical structures
and increase decision-making autonomy. This advice may be
imprecise as adopting highly decentralized structure can
sometimes impede the sharing of market information across
units and establishment of clear strategic vision (Aaker 2008;
Day 2011). Second, structural characteristics are typically
depicted as having a linear effect, but there is a need for
exploring alternative patterns (e.g., curvilinear, quadratic)
(Sethi 2000a). As characteristics often co-vary in the firm
(e.g., specialization, formalization, centralization), it is also
important to consider their composite effects as well. Third,
while researchers investigate the characteristics of structure
more frequently than the types, the theoretical and empirical
interrelationships between characteristics and types are often
ignored.

As such, to improve the understanding of the links between
structural types and characteristics, we describe how five
types of structures are mapped onto the six characteristics of
structure in Table 2 (Achrol and Kotler 1999; DeWitt 1993).
This is a general, rather than a definitive, illustration of how
the degree of characteristics varies across types and how each
structural type often leads to a distinctive pattern of structural
characteristics. For example, high levels of centralization,
formalization, and specialization are dominant characteristics
of a functional structure while high modularity is a dominant
theme of network structures. Overall, recognizing which char-
acteristics are more likely to appear in an organization of a
certain structural type provides insight into how organization-
al entities are influenced when making macro-level structural
changes and what “corrective” adjustment may be necessary.

Theories used to understand the effects of organizational
structure

A variety of theories seek to explain the underlying mecha-
nism of how organizational structure influences its perfor-
mance. Of the many theories, we focus on the four most
prevalent ones in marketing research: contingency, configura-
tion, control, and resource-based theories.

Contingency theory The connection between structure and
situational factors (i.e., contingent factors), including environ-
mental instability, technology, and strategy, is described by
contingency theory (Chandler 1962; Olson et al. 1995). It
claims that there is no best way to “structure” an organization;
instead the optimal organizational form depends on the myriad
of a firm’s internal and external contingencies. This theory
typically postulates a bivariate “if-then” relationship. For ex-
ample, if a firm is striving to have a greater number of new
product ideas, then a more specialized or centralized structure
may be its best course of action, as these structures help
organize the flow of market information (Troy et al. 2001).
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Table 2 Linkage between types and characteristics of organizational structure
Types of Organizational Structure Characteristics of Organizational Structure

Centralization Formalization Specialization Interdependence Integration Modularity
Functional Structure High High High Low Low Low
Multidivisional Structure Moderate Moderate Moderate Low Low Low
Matrix Structure Moderate Moderate Moderate Moderate Moderate Moderate
Team Structure Low Low Low High High High
Network Structure Low Low High High High High

However, contingency theory has several limitations. First,
it is too static in nature to apply to environments where firms
change frequently and rapidly. Thus, structure that is appro-
priate under one set of conditions quickly becomes obsolete
when these conditions change. Second, this theory fails to deal
with multiple organizational conditions or goals simulta-
neously (e.g., improving customer satisfaction, while insuring
marketing efficiency). Third, contingency theory does not
capture factors that affect organizational structure, such as
how well different structures are implemented in different
settings (Donaldson 2001). Contingency theory thus suffers
from its reductionist nature, where a core of organizational
variables is studied at length, and others are completely ig-
nored (Meyer et al. 1993).

Configuration theory Some researchers view configuration
theory as an extension of contingency theory. Configuration
theory overcomes some of the deficiencies of contingency
theory by consolidating broad patterns from contingency
theory’s fragmented findings and grounding them in a richer,
more multivariate description. It asserts that the elements of a
social entity take their meaning from the whole and should not
be interpreted in isolation; the elements interact with each
other, and it is those interactions that impact firm performance
(Meyer et al. 1993). This theory seeks to generate typologies
and taxonomies that refer to “sets of different configurations
that collectively exhaust a large fraction of the target popula-
tion of organizations [or other social units] under consider-
ation” and thus models organizational fit as proximity to an
ideal profile (Miller et al. 1984, p. 12). For example, Vorhies
and Morgan (2003) identify ideal configurations of strategic
types (e.g., prospector, defender) and structures (e.g., central-
ization, formalization) that yield superior marketing effective-
ness and efficiency.

Contrary to contingency theory, configuration theory al-
lows for nonlinear relationships between different attributes,
including elements of organizational design, and accommo-
dates equifinality, meaning that the theory explicitly acknowl-
edges that different configurations can lead to similar out-
comes (Meyer et al. 1993). If contingency and configuration
theories are viewed in combination, a firm’s performance

depends on the contingent impact of different structural vari-
ables in various combinations rather than any one specific
contingency. Such a combination better reflects the reality of
firms where multiple elements of organizational design may
be at play simultaneously (e.g., high centralization combined
with high specialization and interdependence) under multiple
different conditions (turbulent environment and decreasing
marketing budgets). However, neither contingency nor con-
figuration theory explain the process or mechanisms through
which organizational structures impact performance. Without
the understanding of the process it is difficult to provide
guidance to managers regarding structure.

Control theory In attempting to explain how management can
direct an individual or group to achieve organizational goals,
control theory posits that informal or formal control mecha-
nisms help managers align employees’ behavior and activities
with the interests of the firm (Ayers et al. 1997; Snell 1992).
Informal controls are unwritten and employee-initiated, while
formal controls are well documented and management-
initiated (Jaworski 1988). Thus, researchers consider how
organizational structure, as a formal control mechanism,
guides employee action to accomplish firm’s objectives and
improves performance. In particular, marketing scholars focus
on how managers can influence the behavior and activities of
marketing personnel to achieve desired marketing outcomes
(Jaworski 1988).

Similar to contingency and configuration theories, control
theory does recognize the importance of fit between any
implemented structure and the environment, which is one of
its advantages (Jaworski 1988). But, like the first two theories,
it does not address the mechanisms through which elements of
the organizational structure drive or leverage performance
outcomes. Furthermore, control theory broadly separates
structure-related elements into only two categories, formal
and informal controls; and is, therefore, too broad to offer
specific guidance to managers.

Resource-based theory (RBT) The perspective that a firm is

an idiosyncratic bundle of resources and capabilities, and the
resources that are unique, valuable, and available for
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deployment but difficult for rivals to imitate lead to a firm’s
competitive advantage is argued in RBT (Barney 1991).
Resources refer to assets that “firms use to conceive of and
implement its strategies” (Barney and Arikan 2001, p. 138),
while capabilities are “special types of resources whose pur-
poses is to improve the productivity of other resources pos-
sessed by the firm” (Kozlenkova et al. 2014, p. 5).
Researchers also distinguish dynamic capabilities which
“continuously create, extend, upgrade, protect, and keep rele-
vant the enterprise’s unique asset base” and are especially
helpful in turbulent markets (Teece 2007, p. 1319). RBT has
been argued to be tautological, ambiguous in definitions, and
static in nature, but scholars integrate other theories such as
dynamic capabilities to overcome such criticisms (Teece et al.
1997).

Contrary to the first three theories discussed, RBT spe-
cifically addresses the process through which structural
elements may translate into improved performance. A
firm’s ability to develop and deploy valuable, rare, imper-
fectly imitable resources is leveraged in certain structures
that allow capabilities to be fully exploited and can lead to
competitive advantage (Kozlenkova et al. 2014). For ex-
ample, the fit between the structural characteristics of an
organization (e.g., centralization, specialization) and the
business strategy might lead to inimitability and non-sub-
stitutability, so fit as a whole can serve as a source of
sustainable competitive advantage and improve marketing
effectiveness (Vorhies and Morgan 2003).

Under RBT, structural elements cannot be considered
resources that drive competitive advantages, as they are
hardly rare, often easy to copy, and are not always ready
for deployment as a tool in implementing strategy. Yet
configurations of structural elements may enable compet-
itive advantages, as specific configurations may be rare
across firms and more challenging for competitors to
imitate, since a competitor cannot discern which elements
even constitute configurations that led to rival’s compet-
itive advantages. Moreover, the ability of a firm to re-
organize these configurations can be a dynamic capability,
which is very beneficial in turbulent conditions as it
accommodates change and enables effective deployment
of other resources.

Organizational structure in marketing

A review of marketing journals published from 1990 to
2013 identified over 40 empirical studies that examine
organizational structure constructs and theories. Among
studies that mention organizational structure, almost 70%
note the direct impact of structure on marketing variables,
while the rest investigate its moderating role. Extant mar-
keting research related to structure can be grouped

@ Springer

parsimoniously into four domains: (1) structure as a driver
of market orientation, (2) structure as a driver of innova-
tion, (3) structure as a driver of interfunctional and inter-
departmental relationships, and (4) structure as a modera-
tor of the strategy—performance link. To provide insights
and future research directions, we review marketing re-
search in each domain and highlight the effects of orga-
nizational structure on marketing outcomes and the theo-
ries used to explain these effects, as summarized in
Table 3.

Structure as a driver of market orientation

Organizational structure characteristics often appear as drivers
in models of market orientation (Jaworski and Kohli 1993).
Almost 90% of the studies in this domain investigate either
centralization or formalization as barriers to becoming more
market-oriented, because greater centralization reduces the
opportunity to disseminate ideas across units, and greater
formalization prevents employees from trying something
new or different in response to environmental changes.
Although centralization, formalization, and departmentaliza-
tion overwhelmingly suggest negative antecedents to market
orientation, the empirical results are often mixed. For exam-
ple, some researchers find empirical support for a negative
impact of centralization on market orientation (Auh and
Menguc 2007; Herndndez-Espallardo and Arcas-Lario
2003), but others fail to find any significance (Matsuno et al.
2002; Pelham and Wilson 1996). It may be attributed to
ignoring contingence factors in studying the structure-market
orientation linkage (Cadogan et al. 2001) or multifaceted
nature of the structural elements.

The majority of research in this domain relies on the
“theory” of market orientation articulated by Kohli and
Jaworski (1990). With its roots in control theory, market
orientation theory argues that formal and informal organiza-
tional design factors (e.g., structure, rewards, processes),
largely controlled by managers, can be altered to foster or
suppress a firm’s market orientation, which then determines
business performance. Most studies ignore the large body of
research outside of marketing that sheds light on such topics.
For example, Zhou et al. (2008) use resource-based theory and
show that market orientation improves employees’ sense of
pride and job satisfaction, with possible carryover effects for
customers.

This research suggests a number of implications and future
research opportunities. First, more recent research in market-
ing examines the impact of organizational structure types
(e.g., functional-, product-, customer-centric) on market ori-
entation, and argues that organizing firm’s divisions around
distinct customer groups (customer-centric structure) en-
hances customer relationships and ultimately firm perfor-
mance (Shah et al. 2006). Yet empirical research testing direct
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or contingent linkages between structure types and customer-
related outcomes is scarce. Second, researchers may benefit
from applying dynamic capabilities and resource-based theory
to study how adapting structure in turbulent markets (e.g., unit
reconfiguration) affects market orientation. One study shows
that structural flux, or the speed at which a firm changes its
structure and rules, increases market intelligence dissemina-
tion but decreases perceived market intelligence quality, leav-
ing the net effect unresolved (Maltz and Kohli 1996). Thus,
more research is needed to examine how different structural
types and characteristics interact with dynamically changing
contextual variables to determine a firm’s market orientation
as well as performance implications.

Structure as a driver of innovation

Most marketing research in this domain focuses on the effects
of organizational structure on different innovation outcomes,
such as new product success (Troy et al. 2008), radical inno-
vation (Chandy and Tellis 1998), and product idea generation
(Troy et al. 2001). Nearly half of all studies in this domain
address the effects of team structure on innovation. The use of
a team structure facilitates intrafirm collaboration and creativ-
ity among employees, which is paramount for achieving new
product and service success (Barczak 1995; Froehle et al.
2000) and customer knowledge development (Joshi and
Sharma 2004). Team structure generally has a positive effect
on innovation, but its effectiveness highly relies on team
characteristics, managerial decisions, and the environment
(Sethi 2000a). The most widely studied characteristic is
cross-functional integration, which drives new product perfor-
mance (Im and Nakata 2008), and its effectiveness increases
when a firm sells services rather than goods (Troy et al. 2008).

Researchers use a multitude of theories in this domain to
explain the effect of structure on innovation with contingency,
configuration, and resource-based theories being most com-
mon. Contingency theory often is coupled with knowledge-
based (De Luca and Atuahene-Gima 2007), resource depen-
dency (Olson et al. 1995), resource-based (Menguc and Auh
2010), or organizational theories (Chandy and Tellis 1998;
Leenders and Wierenga 2002), within an overall conceptual
model. In general, these theories explain how the elements of
organizational structure induce superior innovation perfor-
mance, but they do not sufficiently describe how a firm should
initiate and manage its organizational structure in highly com-
plex, dynamic markets.

The review highlights several insights and future research
directions for this domain. First, in most structure research on
marketing innovation, success is often measured indirectly
(i.e., operationalized as market share or sales revenue of new
products). More research is needed to evaluate how organiza-
tional structures affect different innovation outcomes such as
generality, originality, or radicalness of innovation as structure

may have differential effects on various measures of innova-
tion. Second, a growing number of studies examine how
flatter and more versatile structures facilitate innovation.
Additional research may investigate how other structural as-
pects, such as an ambidextrous or hypertext structures, nurture
superior innovation effectiveness and efficiency (O’Reilly and
Tushman 2004), and their implications for marketing func-
tions. Similarly, network literature may inform marketers of
network structure characteristics in marketing-R&D-sales in-
terface that enable members to better gather and transfer new
knowledge from internal and external sources (Tsai 2001).

Structure as a driver of interfunctional and interdepartmental
relationships

The majority of the studies in this domain describe how
structural characteristics, primarily formalization and central-
ization, affect relationships among units and groups in the firm
through conflicts (Barclay 1991; Maltz and Kohli 2000),
communication flows, and organizational commitment
(Hartline et al. 2000; Lievens and Moenaert 2000). Yet there
is no consensus on the effect of these characteristics across
studies. For example, formalization reduces willingness to
trust market researchers (Moorman et al. 1993) but also de-
creases conflict and increases work group socialization
(Barclay 1991; Menon et al. 1996). To explain mixed find-
ings, research is needed to consider the synergies (complimen-
tary or substitute) among structure characteristics or relevant
contextual factors (e.g., relationship duration, communication
frequency) to understand the boundary conditions of structural
variables’ effects. For example, longer duration or high inten-
sity of the interdepartmental relationship may enhance the
positive effect of formalization on socialization between mem-
bers from different functional areas.

A popular theory in this area is control theory, and re-
searchers generally examine simultaneous effects of various
informal (e.g., culture, social control) and formal (e.g., struc-
ture) mechanisms on relational outcomes rather than narrowly
focusing on a single control mechanism (Hartline et al. 2000;
Moorman et al. 1993). Yet studies using contingency theory
(Lievens and Moenaert 2000) and resource-based theory
(Menon et al. 1999) tend to limit their focus to structural
elements and fail to consider concurrent, informal mecha-
nisms. Many studies cite their use of “organizational theory”
(e.g., Barclay 1991); future research may identify which spe-
cific theoretical frameworks are best suited to link structure to
relational outcomes.

Our review suggests the following future research direc-
tions. First, empirical findings in this domain provide only
snapshots of how structure affects interfunctional or interde-
partmental relationships. In relationship contexts, the dynamic
aspects of relationships are critical (Palmatier et al. 2013), so it
would be insightful to study how the effects of structure vary
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over the different stages of a relationship among employees
from different functional areas or departments. Second, most
studies were conducted in a turbulent environment (e.g., high-
tech manufacturers, computer markets) or service industry
(e.g., banks, hotels). Future research could examine how the
effects of structure on internal relationships depend on exter-
nal conditions and thereby provide guidance to managers on
when to use each structural tool, depending on the business
context. Finally, structural design decisions can impact both
internal (with employees) and external (with customers) rela-
tionships, possibly with differing effects. Thus, future research
could capture the simultaneous effects of both relationships as
well as potential interactions among structural variables and
firm’s internal and external relationships.

Structure as a moderator of the strategy—performance link

The last domain of marketing research that investigates struc-
ture focuses on the effect of fit between organizational struc-
ture and strategy, rather than evaluating its direct effect on
marketing outcomes. Studies generally support the notion that
structure should be aligned with strategy to produce higher
performance, but identifying which structure fits with which
strategy is not always simple. Most empirical studies examine
the “ideal fit” of structural characteristics (centralization, spe-
cialization) with different types of strategies, using Porter’s
(1980) or Miles and Snow’s (1978) typologies, across various
marketing contexts, such as marketing organizations (Olson
et al. 2005; Vorhies and Morgan 2003), services (Gebauer
et al. 2010), international markets (Xu et al. 2006), and
multi-channel systems (Kabadayi et al. 2007). For example,
Kabadayi et al. (2007) identify two configurations that exhibit
better performance than channel systems in which there is
misalignment among structure, strategy, and the environment.
Differentiators (vs. cost leaders) with specialized (vs. bureau-
cratic, unspecialized) channel decision structures in highly
(vs. less) uncertain and munificent environments outperform
their peers with alternative combinations. It suggests that
individual employees in a highly specialized structure have
greater expertise, which enables them to adjust their behavior
quickly to unpredictable market changes and develop unique,
attractive offerings.

Most research in this domain is guided by configuration
theory and compares the relative performance of configura-
tions, instead of testing simple interactions between variables.
Thus, the studies highlight the concept of equifinality, such
that superior performance can be achieved by different orga-
nizational structures, even if the contingencies that the firm
faces are the same (Miller et al. 1984). Although configuration
theory provides managers with more options to choose their
structure and strategy, this approach is questionable, in that
there has been “no analysis of the contribution of individual

@ Springer

elements to the performance of the whole” (Whittington et al.
1999, p. 585), which limits theory development.

Key implication from the review of this domain is that a
noticeable gap arises when we consider that most studies
examine the fit between structure and firm-level strategies
(e.g., differentiation, cost leadership) or strategic types
(e.g., prospector, analyzer, defender; Stathakopoulos
1998), instead of applying the configuration framework
to study the fit between structure and marketing strategies
(e.g., advertising, selling, promotion, R&D strategies).
Although some studies cite factors that increase or de-
crease the effectiveness of advertising and R&D (e.g.,
Naik et al. 2005), no prior research has considered how
the returns from these two marketing mix investments vary
with the firm’s structural type or characteristics.

Emerging perspectives of structural marketing

Structural marketing: using structural design as a marketing
tool

Managers use “organizational structure” to achieve a wide
range of marketing goals, such as increasing their focus on
customers, growing their brands, and cultivating market learn-
ing. Yet in academia, conceptual research about the role of
structural design in marketing remains underdeveloped, often
relying on insights from management and organizational psy-
chology, which are focused on the role of structural design in
relation to organizational research problems (e.g., employee
satisfaction, empowerment; Hempel et al. 2012). Since “the
wrong structure can doom all other market-driven initiatives
in the organization to failure” (Day 1999, p. 208), it is sur-
prising that researchers studying structure start with a man-
agement rather than a marketing perspective. In this section,
we take tentative first steps in developing structural
marketing, which uses structural design to achieve marketing
objectives.

But why does the study of organizational structure need to
be adapted to a marketing perspective? The field of marketing
suggests a unique purpose of organizational structure design.
Marketing literature describes structure as a means to effec-
tively link employees to customers (how units inside of the
firm collaborate with customers). The ideal structural align-
ment is thought to be market- and customer-focused instead of
operation- or product-focused, thereby maximizing “cus-
tomer’s total experience” (Day 2006). To a certain extent,
customers co-design organizational structure. In contrast,
management literature views structure as a means to effective-
ly oversee employees (how units inside of the firm collaborate
among themselves), and assume that structure needs to be
suited for product success or management control instead of
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customer lifetime value maximization or advertising effective-
ness. Furthermore, management literature is insufficient in
guiding the understanding of how organizational structure is
interlinked with marketing strategies and market-based
capabilities.

In the remainder of this article, we apply organizational
structure conceptualizations from other research domains to
the empirical findings from marketing research and develop a
series of tenets and propositions that parsimoniously describe
the effects of structure on marketing goals. With each tenet,
we attempt to advance the understanding of the connection
between structural elements and specific marketing objec-
tives, using insights from extant theory, empirical studies,
and business practice. From these general theoretical tenets,
we develop specific propositions to guide future research. To
illustrate these tenets and propositions, we also offer a series of
cases and examples from business practice (presented in
Table 4).

Effects of structural design elements on the relational
outcomes

There has been a growing attention to a customer-centric or
market-driven organization, which can improve market
orientation, customer relationship, and financial perfor-
mance (Shah et al. 2006). To promote customer centricity,
researchers and managers focus on structural design ele-
ments that can “mirror the segmentation of the market”
(Day 1990, p. 361) by improving the firm’s alignment with
external markets or customer segments. An emerging or-
ganizational form in marketing is a customer-centric
structure, a structural design in which the firm’s business
units align with distinct customer groups (Lee et al. 2015).
This structure enables each division to focus on a unique
customer segment, which increases its knowledge of a
customer group, throughout the firm’s hierarchy (Gulati
2007). Different types of organizational structures offer
varying degrees of customer centricity; structures orga-
nized by external groups (customers) versus internal
groups (operations or products) enable firms to be more
responsive and adapt faster to changing customer needs
and make more market-oriented decisions (Day 2006). In
addition, customer-centric structures house functional re-
sponsibility in divisions that provide complete customer
solutions, and also enhance various market-relating capa-
bilities, including customer accountability, customer com-
munication (through a single contact), and response times
to changing customer needs (Shah et al. 2006). For exam-
ple, in 2007, only a year after switching to a customer-
centric structure, Intel experienced almost 40% increase in
its net income and over 30% increase in stock price in
comparison to 2006, reflecting increased customer satis-
faction (Intel Corporation 2007).

However, aligning structures with customers often dupli-
cates functionalities across divisions, decreases cost efficiency
(Gulati 2007), and introduces more complexity into commu-
nication and decision making (Homburg et al. 2000). For
example, Intel’s switching to a customer-centric structure led
to significant increases in administrative, marketing, and
R&D expenses: 29% of revenue in 2007, then 30% in 2008,
and an overwhelming 39% in 2009 (see Table 4). The ultimate
impact of a customer-centric structure on firm performance
thus likely depends on the tradeoffs between customer align-
ment benefits and the additional costs (Lee et al. 2015). Firms
always incur additional internal costs and coordination com-
plexities associated with customer-centric structures, but gen-
erating benefits is contingent on various external factors.
Tenet 1: Structural design elements that promote alignment
between internal employees and external cus-
tomers (e.g., customer-centric structures) improve
the entity’s speed and ability to adapt to changing
customer needs but add to its internal costs and the
complexity of its communication and decision pro-
cesses. Structural-based adaption benefits exert
greater impact on relational outcomes (e.g., satis-
faction, loyalty, word-of-mouth) and firm perfor-
mance when customer change is frequent and cus-
tomers both desire and reward offerings that pro-
vide better fit.

P1: Customer-centric organizational structures have a
positive impact on relational outcomes.

P2: Customer-centric organizational structures have a
positive impact on the costs of coordinating internal
activities.

Due to the trade-offs in customer-centric structures (rela-
tional outcomes vs. costs), it is important to understand when
these structures offer benefits. In environments in which the
needs of customers remain relatively stable and customer
preferences do not change frequently (e.g., commodities, air-
line), firms face less market uncertainty. In such cases, firms
can easily identify customers’ stable needs, so quick responses
or continuous market learning grow less critical and provide
fewer opportunities for improving customer relationships (and
offsetting the added costs) even without implementing
customer-centric structures. In contrast, when customers’
needs change rapidly (e.g., high technology, healthcare), the
ability to sense the changes and respond quickly becomes
more important, so those firms have greater needs for custom-
er knowledge and responsiveness. For example, the Mayo
Clinic operates in a highly dynamic market that currently
innovates to address emerging needs. The Mayo Clinic enjoys
a 15% higher customer satisfaction rating than the industry
average because it is very focused on meeting customer needs.
The clinic assigns a physician to each customer and the
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physician then assembles a team of doctors that can address
the unique needs of that specific customer. This also allows
the Mayo Clinic to be one of the most innovative medical
providers in the world (see Table 4). Thus, in highly turbulent
markets, structural elements that align a firm with its external
markets should generate relational benefits that exceed the
additional costs, resulting in a net improvement in firm
performance.

P3: The positive effects of customer-centric organizational
structures on (a) relational outcomes and (b) firm per-
formance are enhanced as market dynamism increases.

Effects of structural design elements on marketing mix
effectiveness and efficiency

Next, we turn our attention to the moderating role of organi-
zational structure on the effects of marketing mix on relevant
outcomes. Firms make marketing investments (advertising,
sales force, R&D) to improve brand and innovation perfor-
mance, but empirical evidence suggests that these effects
depend on boundary conditions (e.g., Naik et al. 2005). In
practice, marketing executives express dissatisfaction with the
effect of organizational structure on returns from the market-
ing mix, reporting that only 48% of restructuring efforts
increased marketing mix effectiveness (Neff 2008), but no
academic research has examined how the returns from mar-
keting mix expenditures vary across different structural
designs.

Structure that supports the alignment between internal em-
ployees and external customers should enhance the effective-
ness (e.g., advertising impact, patent citation rate, sales con-
version rate) of marketing mix spending. Customer-centric
structures help employees identify trends, unique preferences,
and common problems (Shah et al. 2006), and in turn, mar-
keting mix efforts can better accommodate high-value cus-
tomers’ needs. The added market knowledge gained from
customer-centric structures also enables employees to im-
prove target product development (Berry 2004) (See Mayo
Clinic case in Table 4), advertising design and placement, and
selling strategies, such that customers perceive these offerings
to be of better quality. For example, when Intel switched to a
customer-centric structure, “engineers and marketing people
joined forces to create advertising that would persuade con-
sumers to pay a premium for Centrino-powered notebooks”
(Edwards 2005). The revised advertising message was better
tailored to specific customers and offered a more persuasive
value proposition. Similarly, a structure with greater autono-
my for boundary-spanning employees enhances their involve-
ment and commitment to customers and markets (Sethi
2000b), so marketing mix efforts by such a firm should be

more persuasive for customers and better match their needs,

making it more effective.

However, structural design elements that nurture the align-
ment between internal employees and external customers can
also reduce the efficiency (e.g., cost per impression, cost per
patent, and cost per sales call) of a firm’s marketing mix
investments, because the externally-oriented structure typical-
ly requires duplicated efforts across different units, and it
sacrifices the opportunity to achieve economies of scale.
Specifically, a customer-centric business unit that creates ad-
vertising designs and placement campaigns for a specific
customer group likely is very effective, but only at a higher
cost for impressions and awareness (low efficiency). For
example, a luggage company Tumi, which is organized
around its customer groups, has been struggling with low
brand awareness although its marketing and advertising costs
have increased every year since 2009 (Tumi 2012; see details
of case in Table 4). In contrast, functionally organized firms
instead gain economies of scale in the design and purchase of
advertising space, resulting in high efficiencies (Galbraith
et al. 2002), but they also might have less impact (low effec-
tiveness). In addition, greater autonomy from authority and
rules introduces increased competition among business units
and resource duplication (Chandy and Tellis 1998), so a firm
with high levels of autonomy must deploy more resources
(input) to achieve the same level of marketing outcomes
(output) obtained by its less autonomous peers. Structural
design elements that grant greater autonomy to boundary-
spanning employees then may diminish marketing mix
efficiency.
Tenet 2: Structural design elements that promote alignment
between internal employees and external cus-
tomers or enhance boundary-spanning employees’
autonomy (decentralization) increase the effective-
ness (e.g., advertising impact, patent citation rate)
but decrease the efficiency (e.g., cost per impres-
sion, cost per patent) of marketing mix
expenditures.

P4: The effects of marketing mix expenditures on perceived
brand quality are greater for firms with customer-centric
organizational structures.

P5: The effects of marketing mix expenditures on brand
awareness are lower for firms with customer-centric
organizational structures.

Marketing researchers rely on effectiveness and efficiency
as outcome measures when studying the relationship between
structure and marketing investments, because “effectiveness,
regarding the degree to which desired organizational goals are
achieved, and efficiency, regarding the ratio of firm resource
inputs consumed to goal outcomes achieved, are two impor-
tant and distinct dimensions of organizational performance”
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(Vorhies and Morgan 2003, p. 103). In line with the extant
literature, we argue that the effectiveness and efficiency of
marketing mix investments vary with the level of autonomy of
boundary-spanning employees. Autonomy implies low levels
of centralization and formalization (Chandy and Tellis 1998),
and we expect that a firm with a centralized or formalized
structure experiences low marketing mix effectiveness but
high marketing mix efficiency.

For example, centralized authority and decision making
impose cognitive restraints on decision makers and decrease
the adoption of market-driven ideas (Menon and Menon
1997), such that salespeople may suffer lower conversion
rates due to the mismatch between offerings and customers’
preferences. Similarly, formal rules and procedures lower
members’ commitment to the organization and the job, such
that advertising messages developed by employees may fail to
meet customers’ requirements. Yet both centralization and
formalization tend to standardize organizational processes
and minimize resource duplication (Ayers et al. 1997), which
helps increase the efficiency of marketing mix investments.
For example, in the face of the 2001 dotcom crash Cisco
instituted a more centralized structure, which allowed it to
reduce its marketing costs by 20% in 2001, and another 35%
in 2002 (under its decentralized structure, they had grown by

roughly 50% each year between 1996 and 2001; see Table 4).

Implementing highly centralized tight control or strict policies
can positively leverage both marketing effectiveness and efficien-
cy when a firm sells multiple products under a single master
brand (i.e., corporate branding strategy). Because corporate
branding focuses on utilizing the synergies among the products
rather than customizing them for specific customers (Rao et al.
2004), firms can have higher advertising impact or conversion
rate when they provide consistent marketing messages across
units with the use of higher bureaucratic controls. Corporate
branding also results in economies of scale by using one umbrella
brand name, so giving a smaller group of people greater power
for decision making or employing standardized procedures can
further lower the coordination costs across units, thereby reducing
total costs. In that sense, our argument follows both contingency
and configuration theory, in the claim that the fit among organi-
zational structure, firm strategy (marketing strategy), and envi-
ronmental factors determine performance. As such, we propose:

P6: Marketing mix expenditures (advertising, sales force,
R&D) are less effective for firms with more (a) central-
ized and (b) formalized organizational characteristics.
Such effects become less salient when a firm adopts
corporate branding strategy.

P7: Marketing mix expenditures (advertising, sales force,
R&D) are more efficient for firms with more (a) central-
ized and (b) formalized organizational characteristics.
Such effects become more salient when a firm adopts
corporate branding strategy.

@ Springer

Effects of structural design elements on marketing innovation

One of the main barriers to innovation success is the absence
of organizational structure that would enable a firm to develop
novel ideas and technological capabilities throughout the or-
ganization (Hauser et al. 2006). According to a survey of 260
innovation executives, “Only 30% of the respondents agree
they have an effective organizational structure for innovation”
(Capgemini Consulting 2012, p. 5). Although the role of
structural elements on new product success has been studied
(e.g., Olson et al. 1995), findings are mixed (Troy et al. 2008).
Thus, in this section we investigate how and when structure
improves innovation.

There has been a long debate on how the adoption of
organizational structure influences different innovation out-
comes such as incremental and radical innovation
(Damanpour and Gopalakrishnan 1998). Incremental innova-
tion represents modification of the current offerings, and is
aimed at satisfying the needs of the existing customers
(Atuahene-Gima 2005). Successful incremental innovation
demands communicating insights across internal groups and
executing resulting plans, which is enabled by structural de-
sign that spans both internal and external boundaries of the
organization. In contrast, radical innovation represents clear
departure from existing technologies and approaches and is
aimed at addressing the latent needs of emerging customers.
Because successful radical innovation demands “vision [ing]
the market” instead of “listening to the market” (O’Connor
1998), it is critical to have a structure that supports the acqui-
sition and integration of changing and conflicting information
from external sources, which better support leaps in the inno-
vation process (Grant 1996b; Nonaka and Takeuchi 1995).

Researchers suggest various organizational forms that are
best suited to achieve incremental and radical innovation.
Drawing on dynamic capabilities and organizational learning
theories (Huber 1991; Teece et al. 1997), scholars argue that
modular organizational structures provide new ways to disas-
semble and recombine resources, knowledge, and capabilities
to foresee and adapt to turbulence in the environment
(Eisenhardt and Brown 1999). In particular, with the use of
network, team, or ambidextrous structures, firms can constant-
ly change units’ responsibilities, find novel ways to combine
resources, and learn new skills. Such processes not only help a
firm become forward-looking in uncovering novel ideas but
also backward-looking for effective learning from the market.
For example, BMW argues that to remain as one of the most
innovative players in its industry it needs to be agile. Thus,
BMW uses modularity of project teams and ad hoc networks
to improve their innovativeness: “the kind of informal net-
works that flourish at BMW and the noise and borderline
chaos they engender in big organizations are vital for innova-
tion—especially in companies where knowledge sits in the
brains of tens of thousands of workers and not in a computer”
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(Edmondson 2006). We argue that modularity in structure
improves both incremental and radical innovation outcomes.
Although adopting structural design elements that cultivate
team structures and modularity purportedly improves innova-
tion performance, it is unclear under what conditions these
structural elements lead to new product success. Hauser et al.
(20006), p. 695) urge marketing scholars to investigate “when
teams, cross-functional teams, virtual teams, or other organi-
zational forms are best for innovation.” Thus, we further argue
that modular structure has a greater impact on innovation
success when a firm operates in a condition in which the
ability to transfer and aggregate knowledge is more valuable
(Kozlenkova et al. 2014). For example, when customer pref-
erences are stable, silo structures work as well as boundary-
spanning structures, because knowledge is easy to codify and
transfer across units through formalized activities.
Tenet 3: Structural design elements that promote modu-
larity (e.g., team, ambidextrous, network struc-
tures) enhance innovation that fulfills both cur-
rent and future customers’ needs. Such effects
become stronger when customer change is fre-
quent and customers both desire and reward
offerings with better fit.
P8: Modular structures have a positive impact on (a)
incremental innovation and (b) radical innovation
performance.

We contend that firms dealing with dynamic customer
preferences (e.g., high-tech markets) enjoy more benefits than
firms meeting stable customer needs (e.g., commodities) when
they implement modular structures. When customers’ needs
are more predictable, a firm does not need a frequent update
on market information for innovation, so agile structures
produce less gain. In contrast, when customers’ needs change
continually, firms need to increase absorptive capacity and
develop capabilities that are conducive to flexibility of knowl-
edge absorption (Van den Bosch et al. 1999). For example,
3 M, one of the “Top 100 Global Innovators,” uses fluid team
structures to continuously innovate in its turbulent market:
“This culture of cooperation, communication and cross-
pollination of ideas among marketers, scientists and other
employees generates enthusiasm to share technologies and
best practices across 40 business units and 30 research labs
around the world” (3M Co. 2013; see Table 4 for more
details). Thus, a modular structure facilitates greater radical
innovation in turbulent and unpredictable markets.

Agile structures may also be more valuable for service
firms than for manufacturing firms in terms of developing
innovations, since service innovation requires more tacit
knowledge (due to intangibility) and extensive customer in-
teractions (due to co-production), which are enhanced in
adaptive structures (Ordanini and Parasuraman 2010).

Service innovation is backed by processes and requires simul-
taneous interactions among different functional areas, some
that gather information from mature markets and others that
experiment with new markets. Because service innovation
necessitates greater information flows across distinct organi-
zational functions, modular initiatives increase the likelihood
of successful innovation.

P9: The positive effect of modular structures on radical
innovation increases as (a) market dynamism and (b)
the service content of the offering increases.

Conclusion

Because “structure plays a powerful role in creating a market-
driven organization” (Day 1999, p. 208), it has become crucial
to recognize “organizational structure” as a key variable in
marketing models, which constitutes structural marketing.
Most marketing researchers adopt and apply reasoning from
management or organizational psychology literature to study
organizational structure, but we extend understanding in this
domain by providing theoretical insights into how various
structural elements affect marketing objectives. To develop a
more holistic marketing approach and logic on organizational
structure, we first reviewed various fields of study to under-
stand the structural types, characteristics, and theories most
relevant to marketing. We then parsimoniously grouped over
40 empirical marketing articles into four major domains:
structure as a driver of market orientation, structure as a driver
of innovation, structure as a driver of interfunctional/
interdepartmental relationships, and structure as a moderator
of'the strategy—performance link. Finally, building on multiple
theories, we have provided conceptual guidance for future
research and practice, by offering tenets and propositions, as
well as several business cases to support our theoretical argu-
ments. Thus, we contend that marketing academics should not
sidestep organizational structure issues, but rather they should
examine how structure can help solve marketing problems.

Theoretical implications

We advance structural marketing as a new lens for marketing
research by offering several theoretical insights. First, our
study points to the role of organizational structure as a strate-
gic marketing variable that can affect a wide range of market-
ing outcomes. Although prior studies provide support for the
effect of structure on market orientation and new product
success, we describe its effects on other core marketing ob-
jectives such as relational outcomes (customer satisfaction,
loyalty) and brand equity (brand quality, brand awareness).
Specifically, the choice of organizational structure not only
has a direct effect on customer-related outcomes but also
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leverages the impact of marketing resources and strategies on
performance. Second, we shed light on the trade-offs that arise
among different structural elements. While current marketing
studies suggest that firms need to be more customer-centric or
modular to achieve competitive advantage, we argue that this
one-size-fits-all approach to structural forms may be detrimen-
tal in some cases. For example, a customer-centric structure
fosters relationship with customers, but it also has adverse
effects on coordination complexity (Lee et al. 2015). Thus, we
propose a more nuanced view that argues the “optimal” orga-
nizational structure requires a comprehensive understanding
of its benefits and costs. Lastly, to better understand the trade-
offs, we also consider contextual factors relevant to marketing
(e.g., branding strategy, market dynamism, services) in our
propositions, and explain when a specific structural form
should payoff. More broadly, our paper infuses a marketing-
specific perspective into understanding the effects of organi-
zational structure on outcomes of interest to marketers.

Managerial implications

Our paper has a number of implications for managers and
practitioners. First, we emphasize that leaving it to executives
to make structural-design decisions without the guidance from
a structural marketing perspective may result in diminishing
marketing and business performance outcomes. For instance,
structural realignment is often driven by financial portfolio
strategies or management buyouts, rather than by key market-
ing concerns, namely, to cultivate customer relationship.
Business cases and examples that we provide may guide
managers to make more marketing-driven decisions when
reorganizing structures (Table 4). Second, managers in mar-
keting, sales, and R&D organizations need to be more cogni-
zant of the effect of structural changes, rather than passively
implementing them, because any restructuring may hamper
marketing efforts. Third, managers need to recognize that
structure operates differently across the environments (e.g.,
service industry, high tech market, business-to-business) and
firm-specific characteristics (e.g., branding and marketing
strategies).

Future research directions

The research agenda that arises is threefold. First, future
research should examine the longitudinal effects of structure
on marketing outcomes. Studies that do not take these across-
time effects into account provide an incomplete picture of the
relationships between structure and marketing outcomes, as
they do not inform us of how a firm learns and adapts to new
structural forms or the time it takes for results to materialize.
Second, new studies may expand the scope to the enterprise
level and explain the interplay among organizational design
elements, such as structure, leadership, culture, control, and

@ Springer

processes. Further research is needed to understand how the
impact of structural design elements on marketing outcomes
will change when accompanied by other organizational design
elements. Third, little is known about how other theories (e.g.,
transaction cost analysis, institutional theory) may explain the
effects of structure in marketing models (Hult 2011). Future
studies may develop and search for new forms of organiza-
tional structure that are more relevant for marketing objec-
tives. It may be fruitful to explore the new structures that
managers are implementing “in the field” to understand the
ramifications of these changes. Finally, researchers may ben-
efit from testing how organizational structure works at differ-
ent levels of the organization.
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