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Chapter 3

3.2 Organizational structure types
Having reviewed the basic principles of the structure of the organization, we 
will now take a look at the two classical ways to structure an organization:

• Functional
• Divisional

Next, we review some more recent organizational types:

• Matrix organization
• Project organization
• Virtual and network organization
• Hybrid types

Functional/Divisional 
In a functional structure, the activities of the organization are grouped by 
functions; so, for example, the development department is a unit, the sales 
department is a unit, etc. One of the advantages of such a structure is that you 
bring together all the expertise for that function and thereby obtain optimal 
professionalism and knowledge sharing. At the same time, certain economies 
of scale are achieved as functions are unified. The disadvantage is that the 
various organizational units each focus on their respective functions and can, 
therefore, lose touch of the surroundings, and thus, the market. They sub-op-
timise, become too self-reliant and lose sight of the bigger picture. Nor does 
this type of organization take horizontal communication into account, and it 
may not adequately meet the overall objectives of the organization. To make 
a functional structure work optimally, it is essential to integrate some of the 
methods of horizontal information sharing mentioned above. 
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