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ABSTRACT

The study examined impact of adaptive organizational design on organizational performance.
Strategic flexibility and Organizational ambidexterity theories provided a framework for this
study, the review utilized a comprehensive literature review and analyzed empirical work
investigating Adaptive Organizational Design and Organizational Performance, the studies
found out a meaningful correlation between organic structures promoting dispersed decision-
making and strengthened innovation outputs leading to profitability boosts. This lends
empirical support to principles of flexible design espoused in strategic flexibility theory. The
study concluded that, it is evident through perplexing empirical work and busting explorations
of literature that adaptive designs play a pivotal role in thriving amid industry turbulations. The
study therefore recommended that Organizational leaders should implement structural changes
to distribute accountability across multi-disciplinary teams and cultivate cross-pollination of
diverse ideas

Keywords: Adaptive Organisational design, Organisational performance and Strategic
flexibility theory

INTRODUCTION

Organizational performance encompasses diverse metrics that evaluate how efficiently and
effectively an organization achieves its goals and objectives (Sugiarti, 2022). An organization's
ability to evolve and adapt internal structures and processes maximizes performance during
disruptive marketplace changes. Continuous learning and the promotion of cross-functional
collaboration enhance the flexibility necessary to adjust effectively to new challenges and
opportunities (Haris, 2023). Key elements of measuring performance include financial
indicators like profitability and growth, operational metrics like productivity and quality, and
assessments of customer satisfaction (Mello, 2021) Examples of organizational design
attributes that can be adapted are decision-making structures, team compositions. (PalimAka,
2021). Ensuring high organizational performance presents ongoing challenges, as organizations
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operate in increasingly volatile environments where the only constant is change (Sugiarti,
2022). To keep pace with shifting market demands and sustain competitive advantage,
organizations require an adaptive capacity to modify their structures, processes, and strategies
(Al-Murad, 2022). This links to the concept of adaptive organizational design.

As posited by (Zhang, 2021), Adaptive organizational design refers to the capacity of an
organization to modify its internal structures, processes, and strategies in response to
environmental changes. When an organization can rapidly adjust its design attributes as
conditions evolve, it gains the flexibility needed to maximize opportunities and minimize
threats posed by uncertainty (Kasberger, 2023) However, such dynamism also brings
challenges related to maintaining internal coordination and control as changes occur (Bailey,
2021). If navigated skillfully, adaptive organizational design allows optimization of current
performance by leveraging available resources suited to emerging realities. In this way, the
ability to evolve organizational form enhances long-term viability in unpredictable conditions
(Livenko, 2021).

Adaptive organizational design plays a crucial role in bolstering organizational performance
through periods of turbulence and transformation (van Bree, 2021). When an organization can
dynamically reconfigure its structural, processual, and strategic dimensions to better fit
emerging realities, it gains the nimbleness needed to capitalize quickly on opportunities or
counter potential threats in a changing landscape (Paul, 2012). This enhances both short-term
and long-term viability by keeping the organization's design parameters attuned to the
constantly fluctuating demands of its task environment (Higo, 2021). The flexibility to renew
one's organizational form as required empowers continuous optimization of how available
resources are deployed and directed towards the realization of an organization's goals (Choi &
Yang, 2023).

Prior studies such as (Halpern & Owen, 2021: Fiala, 2023: Khusniyah Indrawati &
Muljaningsih, 2022) have established adaptive capacity as a key success factor for
organizational endurance and prosperity during times of uncertainty (Harker & During, 2022).
Prior studies (Bailey, 2021: van Bree, 2021: Paul, 2012) have established adaptive capacity as a
key success factor for organizational endurance and prosperity during times of uncertainty
(Bailey, 2021). Prior studies (Henry, 2021: Fiala, 2023) have established adaptive capacity as a
key success factor for organizational endurance and prosperity during times of uncertainty.
However, scant research exists exploring the precise relationship between adaptive
organizational design attributes and quantitative indicators of organizational performance
(Khusniyah Indrawati & Muljaningsih, 2022). Given the persisting volatility afflicting
industries and national economies worldwide, investigating the impact that environmental
dynamism has on the design-performance linkage assumes growing practical salience (Fiala,
2023). Moreover, little is known about this relationship’s manifestation within diverse
organizational contexts and sectors. The proposed study intends to determine the influence of
adaptive organizational design on key indicators of organizational performance within the
current contextual conditions. Findings seek to fill gaps in understanding how design attributes
enhance or hinder a firm's ability to achieve its goals through efficiency and effectiveness
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gains, thereby expanding theoretical knowledge on management strategies for thriving in
today's VUCA business environment.

LITERATURE REVIEW
Organizational Performance - Defining the Construct and its Dimensions

Organizational performance encompasses a multidimensional construct evaluated through
diverse indicators. Traditionally, researchers define organizational performance according to
financial measures such as profitability, sales growth, and return on investment (Higo, 2021).
However, a narrow focus on financial metrics provides an incomplete picture of organizational
effectiveness by overlooking non-financial aspects (PalimAka, 2021) argues operational,
market, and employee-related factors combine to determine organizational performance in a
more holistic sense.

Sugiarti, (2022) opine that categorize key performance dimensions into financial, customer,
internal business process, learning and growth, and employee-related perspectives. Financial
performance concerns traditional accounting-based and market-based metrics reflecting
profitability, liquidity, and shareholder return (Haris, 2023). The customer dimension examines
how well an organization meets customer needs through outcomes like satisfaction, loyalty, and
retention (Haris, 2023). Internal business processes center around operational efficiencies and
quality standards evident in production capabilities, cycle time reduction, and productivity
(PalimAka, 2021). Learning and growth emphasize organizational innovation through
intangible assets, employee competencies, and information systems that sustain competitive
advantage over time (Khushiyah & Muljaningsih, 2022) Lastly, employee-related factors cover
work attitudes, job satisfaction, and the work environment for motivating staff toward goal
achievement.

Taken together, these diverse components capture a multidimensional view of organizational
performance aligned with modern business priorities around customers, processes, human
capital, and innovation in addition to traditional financial targets (Richard et al., 2009; van
Bree, 2021). By considering multiple perspectives, researchers gain a more comprehensive
evaluation of organizational effectiveness beyond isolated metrics (Paul, 2012). This
multidimensional conceptualization of organizational performance thus provides an appropriate
framework for the current study.

Organizational Design

Organizational design refers to the structural configurations within an organization that dictate
how it functions, from the arrangement of work activities to the allocation of power and tasks
(van Bree, 2021). Core elements of design include departmentalization based on product,
function, geography and customer groups; mechanistic versus organic structuring; vertical
hierarchy versus horizontal team structures; and centralization versus decentralization of
authority (Al-Murad, 2022). Effective organizational designs align these structures strategically
with environmental demands (Bailey, 2021).
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Adaptive designs emphasize flexibility through reconfigurable, modular systems that enable
continuous transformation in response to changing circumstances (Haris, 2023). Organizations
using adaptability as a design principle emphasize horizontal participation, team-based work
over vertical hierarchies, fluid job definitions and roles, decentralization, information-rich
lateral ties across divisions rather than top-down control to foster distributed learning
(PalimAka, 2021). Adhocracy designs draw from principles of organic systems to imbue
companies with qualities like readiness, resilience and receptiveness. In contrast, mechanistic
designs prioritize stability suitable for static conditions through strict division of labour,
centralized control and standardization (van Bree, 2021). The appropriate design profile
depends on an organization’s strategic objectives and the industrial environment it operates
within (Haris, 2023).

Adaptive Organizational Design - Principles and framework

Adaptive organizational design involves structuring organizations with dynamism and
flexibility as core principles to effectively respond to environmental changes (Van Bree, 2021).
A key framework for adaptability includes modular and reconfigurable systems that facilitate
continuous renewal through rearrangement of existing structures, avoidance of structural
inertia, and distribution of power to enable experimentation across organizational units (Haris,
2023).

Other frameworks emphasize the need for alignment between structural configuration and
organizational processes on one hand, and market dynamics on the other (Khusniyah Indrawati
& Muljaningsih, 2022). Adaptability also stems from horizontal participation over vertical
control, decentralization, interdependent lateral relationships tied by trust and cooperation
rather than hierarchy, the presence of multiple leaders rather than a single authority, and
learning reinforced through information availability rather than top-down mandates (Kasberger,
2023). Flexibility allows organizational leaders to rapidly adjust strategies through temporary
structures that enable swift alteration of organizational properties to suit shifting industry forces
and competitive terrains better than bureaucracies locked into path dependencies. Such design
principles provide avenues for continual strategic change and performance enhancement,
(Bailey, 2021).

Types and Attributes of Adaptive Organizational Design

Research on adaptive organizational design has identified key types and attributes that enable
dynamism and reformability in structures (Kosasih & Nugroho, 2021). Adhocractic structures
promote adaptation through self-controlled semi-autonomous units with fluid, flexible
connections (Yang, 2020). Another type is modular forms comprising reconfigurable
subsystems that facilitate novel system recombination through loose yet interdependent
couplings (Paul, 2012).

Additionally, attributes like low intra- and high inter-unit interactions allow partial
independence yet whole-entity transformations (Higo, 2021). Non-routine work assignments
cross-trained employees promote learning through exposure to diverse tasks. Distributed
decision-making permits localized autonomy with unified direction via shared vision and
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values rather than tight rules (Halpern & Owen, 2021). Extensive lateral ties based on trust
rather than authority stimulate knowledge flows supporting continuous reinvention. Highly
connected network designs maintain flexibility through decentralized control and access to
diverse perspectives (Kim, 2022). Temporary organizational structures also emerge around
pressing strategic issues enabling fast, focused endeavors (Henry, 2021). Such fluid yet aligned
types and elements underpin an organization’s capacity for strategic renewal in changing
contexts (Paterson-Roberts, 2023).

Influence of Adaptive Organizational Design on Organizational Performance

"The adaptability inherent in the design of adaptable organizations has the potential to
influence organizational performance over time (Al-Murad, 2022). Regular structural changes
that delegate decision-making authority among interconnected units are believed to boost
learning through trial and error with reduced risks (Larsen, 2022). Exchanging diverse
perspectives fosters innovation, which is essential for surpassing competitors stuck in
traditional setups.

Research evidence supports these assertions, linking flexible organic structures with more
robust pipelines for new products and improved service quality that is crucial for customers
(T.P.P, 2020).". Modularity promoting component recumbence empowers rapid product or
business model reconstitution following market research, linked to sales increases (Higo,
2021). Loose yet aligned interdependencies keep options open without commitment to
suboptimal choices, lowering long-run costs from resource reallocation mishaps (Fiala, 2023).

Further, adaptable structures trigger positive network externalities via knowledge spillovers that
compound individual efforts into compounding returns at the collective level (Atkin 2022).
However, skeptics argue fluid structures jeopardize efficiency by undermining standard
routines and coordinate actions. More research remains necessary to delineate fully the
contingencies governing when and how responsive designs optimize indicators of
organizational effectiveness.

Challenges of Adaptive Organizational Design and it effect on Organizational
Performance

While adaptive organizational design aids strategic dynamism, its implementation harbors
challenges that could negatively impact organizational performance if not mitigated (Powell
and Lim, 2021). Fluid configurations create ambiguity in roles and power structures that breed
uncertainty and tensions if change is poorly communicated or resisted by rigid elements (Yang,
2020) Distributed decision-making slows coordination when collaborators operate with diverse
interests.

The flexibility demanded also triggers high costs associated with ongoing structural
realignment that diverts funds from core operations (Paul, 2012). Transitioning to new designs
requires the disruption of path dependencies held by incumbent power groups defending the
status quo (Eke and Onuoha, 2020). Further, the enhanced experimentation spreads risk across
domains compared to specialized functional silos yet demands greater vigilance to recognize
and scale emergent successes promptly (Higo, 2021).

132 Volume 2, No. 2, July - December, 2023



Impact of adaptive organisational design on organisational performance................cccccoeoe ..

Striking a balance between stability and fluidity emerges as a paradox, and overemphasis on
either quality risks undermining performance goals (Halpern & Owen, 2021). However, with
proactive leadership addressing these challenges through clear vision and open communication,
adaptive designs hold promise to boost organizational effectiveness through improved
alignment with shifting strategic imperatives (Henry, 2021).

Theoretical Review
Organizational Ambidexterity Theory

Organizational ambidexterity theory was first proposed by March in 1991 to reconcile the
competing demands of exploration and exploitation activities for firms. March argued that
organizational survival relies on both explorative innovation to discover novel opportunities
and exploitative improvements to existing competencies. Duncan in 1976 also expounded this
paradoxical need for organizations to balance competing dynamics of stability and change for
long-term viability (Larsen, 2022).

Ambid theory suggests that organizational design features that facilitate the simultaneous
pursuit of exploration and (Larsen, 202). The essential components encompass the
chronological ordering of these procedures facilitated by consecutive specialized units or
distinct subunits. Regarding the structure, there exist two parallel chains of authority and
distinct entities allocated for both exploration and exploitation placed adjacent to each other.
This arrangement incorporates cultural standards and incentives that merge conformity with
variations as complementary functions when appropriately harmonized. Subsequent scholars
have expanded their viewpoints to encompass cultural, leadership, and process-oriented
mechanisms to achieve duality.

"The concept of ambidexterity theory presents a thought-provoking perspective on aligning an
organizational structure effectively with environmental demands and maintaining
organizational adaptability. This theory serves as a valuable framework to understand how a
harmonious blend of characteristics within flexible organizational structures can encourage
both innovative exploration and necessary exploitative improvements crucial for long-term
organizational efficiency in unpredictable environments.".

Strategic Flexibility Theory

The academic sphere introduced the concept of strategic flexibility as an alternative viewpoint
to elucidate how companies can develop adaptable strategic mindsets. According to this
theoretical framework, organizations operating in volatile markets must include adaptability
into their technological and managerial capabilities. By using modular and loosely coupled
frameworks, it becomes possible to interchange pieces as required in order to effectively
respond to evolving situations....

"One essential aspect of the strategic adaptation theory underscores the significance of
deliberately ambiguous or adaptable structural arrangements in generating possibilities to
efficiently address unanticipated circumstances (Chanphati & Thosuwanchot, 2023). Rather of
rigorously sticking to predetermined frameworks, proponents of flexibility argue that
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effectively handling uncertainty requires making flexible judgments rather than making rigid
promises. The decentralization of power is achieved by the elimination of borders between
units and functions, therefore facilitating the convergence of varied perspectives and
resources".

The relationship between an organization's adaptable structure's flexibility-promoting elements
and its performance results has been the subject of recent studies.

Theoretical framework

Ambidexterity Theory acknowledges the importance for organizations to understand and
balance exploitation of existing capabilities while also exploring fresh and new opportunities
through innovation. As posited by Chanphati and Thosuwanchot, (2023) use and application of
this theoretical framework explains how adaptive designs can aid and strengthen the
performance effects of strategic alignment, more better than any other theorical model.
Therefore, Ambidexterity Theoretical framework is the best and most fitting lens for the current
study

CONCLUSION AND RECOMMENDATIONS

After thorough review analysis of several empirical studies and also conducting extensive
literature reviews, it has become apparent that the use and implementation of adaptable designs
is very crucial in effectively and efficiently addressing issues and challenges across different
industries. As seen Flexible frameworks may potentially increase and enhance the performance
of any industry, even despite the presence of un-certainties that require effective management.
New perspectives in the organization have the ability to motivate and encourage innovation and
knowledge. Organizational vitality may adopt on a dynamic and also modernized shape with
competent leadership that encourage and cultivates clarity despite shifting dynamics. Adaptable
frameworks that can adapt to shifting trends seem to be the difference between success and
failure in a volatile, unpredictable, complex, and ambiguous (VUCA) landscape.

Key Findings and Recommendations for the study

o Adopting flexible organizational decision making frameworks that facilitate decentralized
decision making across departments may greatly increase innovation outputs and promote
profitability, according to the study's consequential finding. To divide duties across cross-
functional teams and encourage the exchange of different perspectives, it is recommended
that leaders inside undertake structural changes. The derivation of insights from errors and
the investigation of novel strategies will be facilitated by this strategy...

o The capability of businesses to successfully adapt by changing their design features in
response to the changing demands of the corporate landscape was a significant discovery..
This leads to an enhancement in resource allocation, benefiting both short-term and long-
term sustainability. Managers are advised to stay vigilant of market shifts, granting
strategic business units the autonomy necessary to promptly readjust. Additionally, creating
temporary organizational structures can facilitate agile responses to urgent challenges..

o The research unearthed that while fluidity in design brings challenges to coordinate, the
opportunities for renewed perspectives to spur innovation could elevate enterprise
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performance substantially. Deft leadership and clear communication are paramount to
navigating changes. It is advised that top management should clearly articulate the
organizational vision during fluid transitions and promote psychologically-safe
environments where employees are not averse to experimenting with new ideas. Open
communication channels can also mitigate uncertainties arising from ambiguity.
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