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Structure

ADVANTAGES DISADVANTAGES

The pure  
project  
organization

Very flexible, as at any given time, the  
organization only needs to have the  
projects that are currently needed.

Insufficient communication may occur 
between the projects.

Promotes willingness to change as  
employees become accustomed to  
changing organizational type.

Employees become insecure because 
projects are temporary, and they do 
not have a permanent affiliation with a 
department.

Difficult to manage resources and 
fights may break out between project 
managers.

The project manager must find replace-
ments if employees leave/resign.

The matrix 
organization

Effectively ensures horizontal information 
sharing and breaks down barriers.

The project manager must find replace-
ments if employees leave/resign.

The project manager does not have to find 
replacements if employees leave/resign. 
The department assigns a new employee.

Difficult to manage resources and 
“fights” between the line manager and 
project manager may occur.

Flexible, as cross-functional projects can 
be created quickly, and can be closed 
down when the task is completed.

We have now looked at the functional and divisional organizational structure, as 
well as the matrix organization and pure project organization. In reality, an orga-
nizational structure for a larger company is often a combination of all of the above.

Virtual organizations and network organizations
Because of the opportunities offered by the Internet, mobile phones, etc. to 
communicate with anyone, anywhere and anytime, it is no longer necessary 
to have the organization brought together as a physical entity. This and the 
evolution of globalization have led to new types of organizations with looser 
structures. These types of organizations are called network organizations and 
virtual organizations.

These types of organizations are also supported by the fact that the world has 
become a global marketplace, where it is becoming more and more common for 
organizations to outsource functions that they do not consider to be vital core 
areas. The opposite of outsourcing is insourcing, where an organization takes 
back a function and in turn, places it under its own control.

The individual units in the network enter into strategic alliances and act 
together as needed. Trade between independent companies is referred to as 

FIGURE 3.25 Advan-
tages and disadvan-
tages of the pure 
project organization 
and the matrix orga-
nization, respectively.
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FIGURE 3.25
Advantages and disadvantages of the pure project organization and the matrix organization, respectively.
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