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2.2 Organizational Structure
Exam-prep notes: matrix teams, charts, and structural adaptation

Topic in one sentence

Advanced organizational design is about choosing
the right mix of hierarchy, teamwork, and flexibility
so the business can respond to change without
losing control.

Why this topic matters

Structure affects innovation, speed, coordination,
accountability, and how well the firm reacts to
technology, competition, economic pressure, and
labour-market change.

Core terms

Matrix structure, dual reporting, informal
organization, organizational chart, functional
structure, geographical structure, product structure,
adaptive teams, project-based structure.

Learning goals

Explain matrix and informal forms, compare main
structural models, and judge how external forces
should influence centralization, flexibility, and
redesign.

Common trade-off

More flexibility improves responsiveness and
cross-functional problem-solving, but less clarity can
create role conflict, duplication, or weak
accountability.

Big exam move

Do not just name a structure. Link it to the business
context: pace of change, size, project complexity,
local-market needs, staff skills, and need for
compliance.

Typical triggers for change

Digital transformation, international growth, intense
rivalry, seasonal demand, economic downturns, skill
shortages, and expansion into new products or
regions.

Case-study clue

Look for slow approvals, conflicting priorities,
duplicated teams, overloaded managers, regional
differences, project deadlines, or the need for
specialist expertise.
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Matrix and informal forms of organization
Traditional hierarchies are not always flexible enough for project-heavy or knowledge-based businesses. Matrix
and informal structures try to improve collaboration and speed by reducing the limits of strict functional
boundaries.

Form What it means Best used when Main advantage Main risk

Matrix
structure

Employees belong to a
function such as IT,
finance, or marketing but
are also assigned to
cross-functional projects.

Complex projects,
product launches,
consulting, engineering,
media, renewable
energy.

Specialists are shared
quickly across projects;
knowledge flows
between departments.

Dual reporting can
create conflict over
deadlines, workload,
and priorities.

Informal
structure

Work is guided more by
expertise, trust, and
collaboration than by
rigid reporting lines.

Creative firms, research
partnerships, small
consultancies,
architecture practices.

Encourages initiative,
fast idea-sharing, and
professional autonomy.

Roles may become
unclear; growth can
expose weak
coordination or
resource disputes.

In a matrix, staff usually answer to both a functional manager and a project leader.

Worked example: global media company

A firm building a new streaming platform may
combine software developers, finance staff,
content specialists, and digital marketers into one
temporary team while each person still belongs to
a home department.

Worked example: architectural practice

Senior designers and junior architects may
collaborate informally on client projects, with
influence based more on expertise and experience
than on rigid rank.

Exam tip

To evaluate a matrix, weigh the gain in specialist input and flexibility against the extra coordination cost and the danger of
conflicting instructions.

When matrix works best

When projects are complex,
deadlines matter, and the
business must combine different
skills quickly.

When informal works best

When staff are highly skilled, the
culture values trust, and the firm
depends on creativity more than
strict routine.

When both may struggle

When priorities are unclear,
managers compete for staff
time, or the business grows too
fast for loose coordination.
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Organizational charts and structural models
An organizational chart is a map of authority, communication, and accountability. It shows who reports to whom,
where departments sit, and how the business divides its work.

Structure Best used when Main strength Main risk

Tall or layered
hierarchy

Large organizations needing close
supervision, formal reporting, or clear
promotion routes.

Strong control and clear
lines of authority.

Can slow
communication and
increase payroll cost.

Flat structure
Small, innovative, or fast-moving
firms with capable staff.

Fewer layers, quicker
decisions, and more
autonomy.

Managers may be
overloaded and roles
may blur.

Functional
structure

The business needs specialist
departments such as finance, HR,
operations, and marketing.

Deep expertise and efficient
training within each
function.

Departments may
become silos and
cooperate poorly.

Geographical
structure

The company operates across
regions or countries with different
customer needs.

Local managers can adapt
to regional demand and
competition.

Roles may be
duplicated across
territories.

Product or
divisional
structure

The firm sells multiple product lines or
brands.

Each division can focus on
its own costs, customers,
and performance.

Resources may be
repeated and
coordination may
weaken.

Hybrid
structure

Large multinationals needing both
product focus and local
responsiveness.

Balances scale with
flexibility when designed
well.

Can be complex to
manage and
expensive to
coordinate.

Why charts matter

They clarify reporting lines,
make accountability visible, and
help new staff understand how
decisions move through the
business.

Example in practice

A multinational hotel group
might use regional charts for
Europe, Africa, and Asia-Pacific
so each area can respond to
local regulations and customer
expectations.

Judgment line

A chart can look efficient on
paper, but real performance still
depends on communication
quality, staff capability, and how
quickly the structure adapts.

Exam tip

If asked to recommend a structure, match it to the firm's size, product range, pace of change, and whether customer
needs differ by region or product line.
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How external forces reshape structure
A structure that once supported efficiency can later become a barrier. Technology, competition, the economy,
and labour-market conditions all change the balance between control and flexibility.

External force Likely structural response Why

Technological
change

More decentralization, digital units,
data-sharing systems, and frontline
empowerment.

Real-time information lets local
managers act faster without waiting for
headquarters.

Rising customer
expectations

Shorter chains of communication and
specialist customer-experience teams.

Clients expect fast answers through
apps, chat, and integrated service
channels.

Intense competition
Project teams, flatter structures, and
quicker local decision-making.

The firm must innovate rapidly, test
offers, and respond to rivals without
delay.

Economic downturn
More central control over spending,
possible delayering, and tighter cost
oversight.

When demand weakens, businesses
often reduce duplication and monitor
budgets more closely.

Skill shortages
Greater autonomy, flexible work
arrangements, and team designs that
help retain experts.

Highly skilled staff value influence and
meaningful responsibility.

Structure should fit the current environment, not just the firm's past success.

Example: logistics firm

With live tracking systems, warehouse and
regional managers can solve delays immediately
instead of waiting for central approval.

Example: food delivery platform

Heavy rivalry may push the business toward
cross-functional teams that can launch
promotions, partnerships, and app improvements
at speed.

AO3 judgment

Do not say that a flatter or more flexible structure is always better. It is better only if staff are capable, information systems
are strong, and the business can tolerate less direct control.
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Adaptive models and flexible workforce design
Some businesses respond to uncertainty by designing structures that can be reconfigured quickly. Instead of
relying only on permanent departments, they combine core specialists with external expertise and project-based
work.

Model How it works Main benefit Main risk

Adaptive teams
Temporary task forces are built around a
market, launch, or operational problem and
then reshaped when priorities change.

Fast response and
strong customer focus.

Constant reshaping can
confuse staff if objectives
are unclear.

Segmented
workforce

The business separates core internal
experts, external specialists, and flexible
operational staff.

Makes scaling easier
and helps match
labour cost to demand.

Too much reliance on
temporary staff can
weaken loyalty and
continuity.

Project-centered
structure

Teams are assembled to deliver a defined
result within a set time and budget.

Clear deadlines and
strong accountability
for outcomes.

Employees may feel
fragmented if they move
constantly between
projects.

Core specialists

Full-time experts whose
knowledge is central to
long-term strategy, such as
senior researchers in a
biotechnology firm.

External experts

Consultants, freelancers, or
subcontractors brought in for
specialist tasks, such as
branding or legal support.

Flexible operational staff

Variable-contract staff used
when demand rises, such as
extra cabin crew during busy
travel seasons.

Worked example

A film festival may keep a small permanent team all year, hire freelance designers and technical specialists close to the
event, and use project groups to coordinate venues, sponsors, and guest logistics.
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Project structures and managing transitions
Project-oriented firms organize work around deliverables rather than around routine departments alone.
Structural change can improve agility, but leaders must manage knowledge loss, morale, and communication
during the transition.

Change trigger Possible structural response Main benefit Main risk

New cross-functional
product launch

Create a matrix or project team with a
named project leader.

Combines specialist
input and keeps the
deadline visible.

Dual reporting can
create conflict unless
priorities are clear.

International
expansion

Add geographical units or empower
regional managers.

Local decisions can
reflect customer
differences and
regulation.

Brand consistency may
weaken if coordination
is poor.

Move from stores to
e-commerce

Reduce layers, create integrated digital
teams, and speed reporting lines.

Improves online
responsiveness and cuts
slow approvals.

Redundancies may
damage morale and
remove experience.

Seasonal or
event-based
demand

Use a segmented workforce with
flexible staffing.

Labour capacity can rise
and fall with demand.

Training and service
consistency may suffer.

Growing compliance
pressure

Add more formal controls and clearer
hierarchy.

Reduces legal and
quality risk.

Too much bureaucracy
may slow innovation.

Transition risk

If middle managers leave during delayering, the
firm may lose tacit knowledge, informal
coordination, and trusted relationships.

How to manage change well

Communicate early, explain why the redesign is
needed, train staff for wider roles, and phase the
change so expertise is not lost all at once.

Exam tip

A strong evaluation weighs both sides: the new structure may improve speed and cost efficiency, but only if the business
protects coordination, morale, and knowledge transfer.
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AO3 exam toolkit: choosing the best structure
Most structure questions are judgment questions. The best answer links the structure to context, explains the
benefit, then adds the most important limitation or condition.

Context clue Likely structure Why it fits
Key downside to

mention

Fast innovation, heavy
project work

Matrix or project-based
structure

Different specialists can work
together quickly.

Needs strong
communication and clear
priority-setting.

Small creative or digital
firm

Flat or informal structure
Faster decisions and more
autonomy.

Can become unclear as
the business grows.

Strict regulation or high
safety risk

Clear hierarchy with
stronger central oversight

Consistency, compliance, and
accountability matter most.

May slow local initiative.

Different customer needs
by country or region

Geographical structure
Local teams can adapt products
and marketing.

Some roles may be
duplicated.

Wide product range with
separate markets

Product or divisional
structure

Each line can focus on its own
performance and customers.

Duplication can raise
cost.

Uncertain demand or
seasonal peaks

Flexible workforce plus
strong core team

Capacity can scale up or down.
Service quality and
commitment may vary.

Fast judgment sentence

This structure is suitable because it improves
coordination and decision-making for this business
context, but it will only be effective if the firm can
manage the extra complexity or loss of control it
creates.

High-mark habit

Use the case details. Mention business size, pace
of change, staff capability, product range, local
responsiveness, and whether the priority is
innovation, control, or cost efficiency.

Quick final check

When judging a structure, ask four questions: Does it improve coordination? Does it match the pace of change? Are staff
skilled enough for the autonomy given? What new cost or control problem might it create?

Dual reporting

A matrix feature where an
employee answers to both a
functional manager and a
project leader.

Local responsiveness

The ability of regional or branch
managers to adjust decisions to
local customer or regulatory
conditions.

Control vs flexibility

The core structure trade-off:
tighter oversight improves
consistency, while wider
autonomy improves speed and
initiative.


