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Abstract: Establishing an appropriate organizational structure is an essential condition for the
successful implementation of a corporate strategy. According to current strategists, strategy and
structure are interrelated and should be developed in parallel. There is no definitive organizational
structure of a company. Based on theories and research on the organizational structure of selected
passenger rail transport organizations, it has been shown that an appropriate organizational structure
is an important prerequisite for the implementation of the selected strategy. New organizational
structures can provide new and interesting opportunities for managers and employees. However, these
structures may pose a threat to employees due to the scale of work and, possibly, they may threaten
their job. Developing new organizational structures without considering the consequences for those
affected is surely inappropriate. At a time of liberalization and increasing competition, an effective
organizational strategy is becoming a significant competitive advantage for rail passenger transport

organizations.
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1. Introduction

Nowadays, globalization of markets, intense competition and increased speed of change are among
the main factors influencing the business environment. New products and services are created as a
result of innovation. Companies frequently find themselves in a situation that requires a prompt
response to dynamic changes in the market [1]. The success of any business depends on the basic

conditions:
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e creation of a strategy that is "better" than the competitors' one,
e successful implementation of the strategy [1].

Strategy is defined as the long-term direction and scope of an organization’s activities achieving
advantages for the organization through the configuration of its resources in a challenging
environment in order to meet the needs of markets and stakeholder expectations [2].

Strategy implementation an important component of strategic management and its role is to bring
strategy to life [3]. In addition to effective strategy formulation, effective strategy implementation is
a critical component thanks to which some organizations outperform others, as even a well-
formulated strategy cannot guarantee success unless effectively implemented [4].

In the past, organizations first needed to develop their strategy and then design an organizational
structure to implement it. Strategies were developed at the centre of the organization. Implementation
then fell into different functional areas [5]. The structure of an organization cannot be depicted barely
as an organizational chart, as it includes the staff, positions, procedures, processes, culture,
technology and related elements that make up the organization and defines how all the parts and
processes work together (or how they do not in some cases). This structure must be fully integrated
into the organization’s strategy to achieve its mission and goals. Structure thus supports the strategy
[6].

The design of the organizational structure depends on contextual factors such as environment,
technology, size, culture, strategies, and goals. The success and survival of an organization depends
on finding a balance between its structural dimensions and contingencies [7]. The conceptualization
of organizational structure reflects systematic thinking [8]. Top management must be vigilant and
must ensure alignment of strategy, structure and environment [9]. According to modern strategists,
strategy and structure are interconnected. It may not be optimal for an organization to develop its
structure after it has developed its strategy. Their relationship is more complex in two ways:

1. Strategy and structure associated with strategy may need to be developed simultaneously in
an experimental way: strategy develops along with the structure. Organizations learn to adapt to
changing environment and resources, especially if such a change is radical [5].

2. If the need for a strategy emerges unexpectedly, then learning and experimentation may
require a more open and less formal organizational structure [5].

The authors of the presented article analyse and compare organizational structures of selected
transport enterprises providing services in railway passenger transport. Subsequently, in the
Discussion, they evaluate the impact of organizational structures on corporate strategic goals and their
potential to influence the company's strategy. Therefore, the main benefit of this paper is the
introduction of a new perspective on the influence of an organizational structure on the strategic

management of an enterprise.
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2. Literature Review

The issue of corporate organizational structures has been frequently discussed in academic literature;
however, not from the perspective of its impact on strategic management, or on setting strategic goals
of a company. The impact of the structure on the company strategy in railway transport enterprises
providing services in railway passenger transport has not been examined sufficiently yet. For example
[10], deals with research on organizational structures using the structural configuration theory
developed by H. Mintzberg in 1979. Mintzberg's model is based on five main parts of an organization,
five coordination mechanisms, nine design parameters, and four groups of conditions. Mintzberg's
model proved to be useful in evaluating and designing changes to the organizational structure of
Koleje Slaskie Sp. z 0. 0. However, the model does not consider the direct impact on the creation of
the company's strategic goals and does not specify how restructuring the organizational structure
using Mintzberg's model will affect the change in corporate strategic goals.

Stojic discusses the application of exact methods (the fuzzy set theory, multicriteria methods) in
creating appropriate organizational structures for railway infrastructure management. In managing
and ensuring adequate quality of railway services, the authors emphasize high-quality infrastructure
maintenance, proper regulation of railway traffic, sufficient track capacity, speed, and safety [11].

The impact of railway transformation on the changes in organizational structures and creation of
a railway transport enterprise strategy is addressed in Wang [12]. The author presents several
proposals based on the research of current problems that will help railway enterprises achieve the
development of the passenger transport market with a focus on new social media [12].

Achieving competitive advantage challenges organizations to focus on their internal strengths
and to acquire and use their resources to develop their capabilities. However, it is important not only
to own valuable, scarce, and unique resources, but also to organize and design them in a way that
allows using their full potential. An appropriate organizational structure serves as a powerful driver
in recognising and developing capabilities, mainly through corporate strategy, structure, and
organizational processes. This kind of relationship between the type of organizational structure and
the dynamic capabilities to respond flexibly to operative management of the company is addressed in
Aleksic's study. The results of the empirical research show a strong connection and the role that
strategy, structure and organizational processes play in the development of both forms of
organizational capabilities. The paper contributes to current research by providing evidence that it is
possible to focus on the design of organizational elements so that it matches organizational resources
and their goals [13].

The authors in [14] take a historical view of strategy creation in relation to organizational
structure. They analysed three models of organizational structure (hierarchical, lateral, and network)
and concluded that their development is more or less parallel to the development of the concept of
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strategy. The study analysed possible relationship between the organization’s strategy and its
structure. A case study was conducted, whose results suggest that structures can be more or less
flexible and function as internal organizational frameworks while actively participating in the creation
and management of the company's strategy.

The paper [15] claim that the development of an organization’s strategy is the main factor
influencing the organizational structure of management. Therefore, the design of the organizational
structure of management must begin with the formulation of the organization’s strategy.

In [16], the authors examine the relationship between sustainable supply chain management and
organizational performance, focusing on its operational and financial efficiency. The article provides
insight into the operational structure, resource utilization, and identification of strategic tools needed
to improve organizational efficiency. The results of the present research highlight the important role
of sustainable supply chain in accelerating operational and financial performance of organizations
and suggest that it should be considered a secondary strategy and must be integrated into the overall
corporate strategy.

Stielike [17] examines changes in organizational structure of railway companies in terms of
changes in corporate strategy. The author states that for railway transport to be effectively managed
by the state with its limited financial resources, the strategy of the state must shift from the so-called
"responsibility for services" to "responsibility for regulation”. This means that transport services are
always ordered by the state under clearly defined conditions and for a limited period [17].

The analysis of the selected relevant literature shows that the issue of organizational structures
and their influence on the strategic management of a company is still a very topical issue being
constantly addressed by researchers. There are different views on the creation of organizational
structure and the creation of a company's strategy. However, the analysed works provide only a

theoretical view of the issue.

3. Comparative Analysis of Selected Enterprises
The chapter focuses on the analysis of organizational structures in selected transport enterprises and
on their strategic goals.

Performing analysis refers to a closely related operation performed to summarize the collected
data and organize it in order to provide answers to formulated questions. In simple terms, it means
studying the data to identify inherent facts [18].

For the purposes of the paper, a comparative analysis of selected enterprises will be performed.
Comparative analysis is a systematic side-by-side comparison of two or more things to identify their
similarities and differences. The object of investigation can be conceptual—a specific problem, idea,

theory—or something more tangible, such as two different data sets [19].
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3.1 Analysis of Organizational Structures in Selected Transport Undertakings

A railway enterprise is any public or private company licensed under the applicable legislation of the
European Community, whose main task is the provision of services for the carriage of goods or
passengers by rail, while providing traction. This includes companies providing traction only (so
called loc pools) [20].

The modern management of railway companies in Europe is gradually shifting from multi-level
management and corresponding divisional arrangements to the management of clearly defined
business processes. Higher competencies and responsibilities are thus left to executive management,
I.e., process owners [20].

Zelezniéna spolocnost’ Slovensko, a. s. (ZSSK) is a joint-stock company based in the Slovak
Republic. Its founder (on January 1, 2005) and sole owner is the state. The rights of the state as a
shareholder are exercised by the Ministry of Transport and Construction of the Slovak Republic. The
line of ZSSK's business is defined by the company's articles of association. The main activity is
passenger transport on national and regional railways and related activities. Passenger transport
services are ensured in accordance with the state transport policy of the Slovak Republic and on the
basis of the Agreement on transport services in the public interest, concluded pursuant to the Act of
the National Council of the Slovak Republic no. 514/2009 Coll. on Transport on Railways, as
amended, between ZSSK as the supplier and the state as the customer. In addition to the ordered
trains, ZSSK operates IC trains on the Bratislava — Kosice line, which function as a commercial
product [21]. Sections and departments are divided into subunits, which are further sub-divided into
teams. Basic workplaces in selected sections are placed under the teams [22].

Swiss Federal Railways (SBB) manages four operational divisions and a freight section:

e Passenger service markets,

e Provision of passenger services,

e Real estate,

e Infrastructure,

e Freight division (with controlled subsidiaries SBB Cargo Ltd, SBB Cargo International Ltd) [23].

SBB has specialized management units to manage company-wide matters and support divisions:
e Finance (including supply chain management),

e Human resources,

e Information technologies,
e Communications,

e Business development,

e  Security,

e Legislation and compliance,
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e Public affairs and regulation [23].

SBB also has direct or indirect interests in subsidiaries (or group companies) under its
management [24].

SBB'’s bodies are responsible for the overall management and supervision, in particular for the
strategic and financial management of SBB's parent company and the group companies it manages.
However, they respect the legal independence of the group companies and the applicable legal,
statutory, and regulatory provisions [24].

Central Japan Railway is a major railway enterprise operating in the Chiibu (Nagoya) region of
central Japan. The core of CJR's operations is the Tokaido Shinkansen, a major transportation artery
connecting the major Japanese metropolitan areas of Tokyo, Nagoya and Osaka. The enterprise also
operates a network of 12 conventional lines centred in the Nagoya and Shizuoka areas. Central Japan
Railway strives for continuous improvement to ensure the reliability, efficiency, and transparency of
the company, to establish its long-term development and increase the sustainable value of the
company [25,26].

Table 1 shows selected parameters of railway enterprises.

Table 1 Selected parameters of enterprises. Source: authors

Enterprise  Revenue from transportation  No. of passengers No. of employees

2021 (mil. EUR) (mil.)
ZSSK 65.36 45.67 5811
SBB 2,349.24 322.90 15,056
CIR 317.26 396.00 18,723

Note 1: The exchange rate in 2021: 1 EURO = 1.08 CHF.
Note 2: The exchange rate in 2021: 1 EURO = 129.86 Yen.

Table 2 Comparison of selected enterprises” parameters. Source: authors

Enterprise Revenue per passenger Revenue per employee  No. of passenger
2021 (EUR/pass.) (EUR/empl.) per employee
ZSSK 1.43 11,247.63 7,859.23
SBB 7.28 156,033.48 21,446.60
CJR 0.80 16,944.77 21,150.46

Revenues from transport and the number of passengers are influenced mainly by the national
transport policy, the macroeconomic situation of the country and the standard of living of the
inhabitants of the given country; only partly by the efficiency of the railway company.
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The parameters presented in Table 2 show the efficiency of the railway company. The parameter
of revenue per passenger indicates how consistently the companies monetize their passengers.
Revenue per employee and the number of passengers per employee show the internal efficiency of

the companies.

3.2 Strategic Goals of Selected Transport Enterprises

All three analysed railway enterprises have strategic goals in similar areas: customer, process
efficiency and service quality. Appropriately selected organizational structures are an important
condition for the accomplishment of the strategic goals.

The main strategic goals of ZSSK until 2030 are as follows:

increase the number of passengers to 100 million in 2030 (growth of 3.16% p.a.),
e increase the revenue from transportation to 160 million EUR in 2030 (growth of 7.28% p.a.),
e conscious management of the operating cost base on stable values indicators [25].
ZSSK aims to achieve the stated goals by implementing the following activities:
e increasing traffic performance,
e investing in the renewal of the vehicle fleet,
e increasing the operability of the ZKV,
e optimizing sales channels,
e changing the tariff policy,
e digitization of processes,
e development, training, and motivation of employees,
e increasing employee productivity [27].
The main idea of the strategy of the Swiss Federal Railways until 2030 is to increase their
flexibility and efficiency [24]. In the 2030 strategy, they focus mainly on four areas:
e  greater customer focus and flexibility through integrating different forms of mobility.
e smart growth of core business by increasing modal split.
e sustainability for people, for customers, employees, and society.
e more efficient and cost-effective delivery of added value for public services [24].
Within the subject areas, SBB will focus on the following activities:
e introduction and implementation of a flexible timetable in accordance with customer
requirements at attractive time intervals,
e integration of different forms of mobility,
e increasing the speed of transport and focus on long-distance transport,

e increasing the efficiency and economic stability of the company,
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e employee development [24].
The central idea of Central Japan Railway's strategy is continuous improvement across the
enterprise [25]. The main strategic goals of the company are:
e Dbuilding a safe and resilient infrastructure (resilience to natural disasters) and providing
accessible transport infrastructure (accessibility),
e revitalization of the local community,
e global environmental protection,
e attractive work environment,
e innovative progress [26].
The company aims to achieve the stated goals through the following activities:
e investing in security measures,
e measures to improve services,
e increasing the efficiency of work processes,
e reducing negative impacts on the environment,
e development of human resources,
e investing in new technologies and innovations [26].
Based on the data on organizational structures of the selected enterprises, their strategies and
efficiency parameters, it can be stated that:

SBB and CJR in particular are significantly more efficient than ZSSK,

SBB and CJR have significantly better prospects of achieving their strategic goals than ZSSK,

ZSSK should streamline its organizational structure following the example of SBB or CJR.

4. Discussion and Results

Strategy is implemented by employees, not by machines or financial resources. New organizational
structures can provide new and interesting opportunities for managers and employees. However, these
structures may pose a threat to employees due to the scope of work and may possibly threaten their
employment. Developing new organizational structures without considering the consequences for
those who will be affected is clearly inappropriate.

In recent years, it has been stated that the impact of process and organization on strategy has been
consistently underestimated. The contribution of employees to revitalizing the organization and
fostering innovation may be underestimated as well. In addition, the quality of management and the
organizational structure itself influence the strategy and may even be a source of competitive
advantage. In this sense, it cannot be said that problems related to people and processes arise only

after the strategy has been approved. It has also been pointed out that there are companies that have
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similar resources differing significantly in their efficiency. The difference may be due to the way
companies are organized and how they carry out their activities rather than due to different strategies.

As for achieving strategic goals, the current organizational structure of ZSSK is properly
established in terms of goals in the areas of customers, employees, and digitalization.

The greatest risk of not meeting strategic goals caused by inappropriate organizational structure
can be identified in the activity Improving the Operability of Railway Rolling Stock, which has a
significant impact on all strategic goals of the company. Employees ensuring the operability of
Railway Rolling Stock are currently appropriately placed on the level of the so-called basic
workplaces. However, in terms of the current organizational structure, they are accountable to
superiors in the areas of operation, maintenance, and services at several various levels of
management. This often creates a situation where, when identifying problems, and therefore it is not
possible to properly evaluate the situation and set up an appropriate remedial mechanism.. The Depo
Poprad organizational unit serves as a pilot project for verifying the "Node" operation - a unit
managed by the chief and responsible for the areas of operation, maintenance, and logistics. After
evaluating the pilot project, the top management of ZSSK shall decide whether the current
organizational structure of the enterprise will be changed to 7 nodes. When moving from a functional
organizational structure to a divisional node structure, it is important to appropriately determine the
interface between the management unit and divisions. In order for divisions to be able to respond
flexibly to market demands, they must have sufficient sovereignty. The human factor and the efficient

flow of information have the greatest impact on the achievement of strategic goals.

5. Conclusion

An appropriate organizational structure is one, but not the only, condition for successful
implementation of the strategy. In addition to corporate communication and management skills, the
effectiveness of an organization is an important aspect of its proper functioning.

As new trends in the transport market and the state transport policy for development of railway
transport play an increasingly significant role, the organizational structure and policy of enterprises
IS gaining more importance.

The selected companies have created their organizational structures in line with the areas of their
strategies.

On basis of the literature review and a study of selected railway passenger carriers, the following
recommendations concerning organizational structure are formulated:

e creation of the organizational structure at the same time as the strategy of the company,

e alow number of management levels will enable flexible adoption of strategic decisions,
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the structure of a large railway passenger carrier operating in a large area (e.g., a national carrier)

should include organizational units for management of company-wide matters (strategy, finance,

investments, research and development, human resources, etc.) and divisions divided by

geographical or functional areas (e.g., vehicles, shop):

@)

@)

O

o

o

a strict division into control and executive parts will increase management efficiency,
employees are highly specialized experts in their field,

greater flexibility and simpler management across regions,

ability to adapt more quickly to changes in the given market (region),

competencies are delegated to specific divisions; individual results compared to overall
results of the entire company are thus easier to measure,

in case of failure, a division can be more easily separated,

unhealthy competition between divisions can be a disadvantage.

Cross-cutting activities can be implemented by railway passenger carriers through project-based

organizational structures. Upon the completion of the project, the companies are managed according

to the original organizational structure.

Passenger rail operators will have to respond dynamically to the changes caused by the COVID-

19 pandemic and high inflation by updating their strategy and adapting their organizational structure

if necessary.

Organizations are constantly under pressure to adapt to changing circumstances. Therefore, no

organizational structure of a company is considered final.
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