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Structure

Matrix organization and project organization
As mentioned in the previous sections, both the functional and divisional struc-
ture can cause problems with horizontal information sharing. To do away with 
this, the matrix organization may be the solution. Here, horizontal structures 
are established to address this issue. In the matrix organization, the employees 
are functionally divided into departments. Cross-functional teams or projects 
are then established. The managers of these teams or projects borrow employ-
ees from the individual departments. Thus, the matrix organization is charac-
terised by vertical functional responsibility and horizontal product or project 
responsibility.

The advantages of the matrix organization are that horizontal information 
sharing is effectively addressed and a dedicated manager (team leader or proj-
ect manager) is responsible for carrying out this task. The composition of the 
team/project is very flexible, as staff can be borrowed from the entire organi-
zation, and new teams/projects can be established quickly. Furthermore, if an 
employee leaves (resigns, gets sick, etc.), the team manager/project manager 
can expect that the department the employee was/is from will assist in find-
ing adequate new resources. The disadvantages may be that there is a built-in 
potential for conflicts between the horizontal manager and the line managers 
of the functions. The employees have at least two managers, which may cause 
problems in terms of both resources and authority. The team manager/project 
manager is not responsible for employee development and salary, which can 
make the team/project manager inferior to the line manager.

Thus, the matrix organization contradicts the principle that every employee 
must have one and only one manager (unity of command), which dates back 
all the way to classical organizational theory, as described by, among others, 
Henri Fayol (Section 2.3).

FIGURE 3.23 The Ma-
trix Organization.
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