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Structure

EXERCISE

DANLUFT A/S
• Read the example Danluft 

A/S on page 86. 
• Discuss the advantages and 

disadvantages of Danluft’s 
new functional organization.

In a divisional structure, the activities of the organization are divided into 
units that make sense from a business point of view – so-called business units 
(BU) or strategic business units (SBU). One division – the business unit – may 
handle one group of products, while another division handles another group of 
products. Within each division, there are, for example, development, production, 
marketing and sales. The advantage of such a structure is that it is targeted at 
the market and the customers. The decisions are made within the individual 
division, and the various functions of the division work together towards com-
mon goals. The disadvantage is that it is not very efficient to have more devel-
opment departments, sales departments, etc., and the expertise in the various 
functional areas is spread out across the organization’s divisions with overlap 
and/or gaps in knowledge and expertise. Just as with the functional structure, 
it is necessary – in order to make the divisional structure work optimally – to 
apply some of the methods mentioned above of horizontal information sharing. 

In the table below, the advantages and disadvantages of the functional and 
divisional structure are exemplified.

ADVANTAGES DISADVANTAGES

Functional 
structure

Optimal professionalism and knowledge 
sharing, as the expertise is gathered in the 
same unit.

Sub-optimization within own functional area, 
so the feel of what the others are doing is 
lost.

Possibility of standardisation. The management loses sight.

Economies of scale.

Divisional  
structure

Focusing on product/services, market and 
geography, and thus the opportunity to 
optimize efforts geared at these.

Sub-optimization, so each division forget that 
it’s a part of the whole company.

Excellent overview for the management, 
and thus the opportunity to set clear goals 
and achieve them.

The division may become too small and lack 
the expertise and resources found in the 
company as a whole.

Opportunity to coordinate and utilize re-
sources efficiently.

FIGURE 3.19 Advantag-
es and disadvantages 
of the divisional and 
functional structure, 
respectively.
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