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Chapter 3

We rarely see divisional or functional structures in pure form. It’s easy to imag-
ine an organization where both forms are combined.

We will now look at three types of divisional structures:

• Product divided
• Geographically divided
• Market-based

In some – more academic/theoretical – textbooks, the divisional structure is called 
the object principle, where the object is then product, geography and market.

Product-divided structure
When the organization’s divisions are formed on the basis of the products and 
services of the organization, we talk about a product-divided structure.

The divisionalisation can be absolute, so that each division is completely inde-
pendent, with its own finance function, staff and other staff functions. Partial 
divisionalisation also exists, where the different divisions, for example, have a 
joint development department, marketing function, finance etc. The functions 
that are shared by the divisions are then located within the “corporate head-
quarters” and are referred to as corporate functions as opposed to the division’s 
functions.

Although the product-divided structure ensures focus on each individual di-
vision’s products and/or services, there are also disadvantages: The relationship 
between the corporate functions and the division’s own functions must be a bal-
anced one. This is the same problem as previously mentioned, when discussing 
centralisation and decentralisation. In addition, divisionalisation can be costly, 
especially if each division is absolutely independent, with its own functions in 
all areas. Communication and collaboration between individual divisions can 
also be difficult, due to limited horizontal information sharing.

FIGURE 3.20 Product 
divided structure.

Books Software Office supplies

CEO
Staff function

Organization and people_tryk.indd   104 13-03-2020   10:21:43

FIGURE 3.20
Product divided structure. � © Praxis – Nyt Teknisk Forlag 2020

194016-1.indd   61 4/18/2020   1:44:11 PM


