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Risk Management Guidelines
organizational structures (v 1.0)

The purpose of this document is to be a learning tool and provide information and instruction about Organizational Structures. 
Organizational Structures
An organization groups its workers to maximize productivity and the servicing of customers. There are several ways an organization can structure its workers. The most common structures are outlined below. 
Organizational structures can be:
Tall - many layers of management between the lowest level worker and the highest level worker

Flat - few layers of management between the lowest level worker and the highest level worker
	Functional

	In this structure workers are grouped by function and all the workers in each group share the same skillset. Because everyone is grouped by their function this structure is relatively inflexible. When workers are grouped in this way the manner in which they produce is dictated by processes and standards. Under this structure work is produced more efficiently and workers can combine their expertise to achieve their specific group’s goals. The main advantage of this structure is that there is less resource and work duplication, which reduces costs for the organization. On the downside, workers tend to work in silos and they can lose sight of the organization as a whole. This can result in poor communication and increased conflict between groups and diminished productivity and decision making.

	Divisional

	In this structure workers are grouped by division and all the workers in each division operate independently from the other divisions in the organization. Each division effectively becomes its own company and as a result communication between divisions can suffer. Workers in a divisional group are arranged by location and product/service type and grouped with workers with different functions and skillsets. This can result in a duplication of resources and work which increases costs for the organization. On the upside, this structure provides for better customer service and communications. There is also more flexibility so work between different workers can be coordinated and customer needs can be met more expeditiously.

	Matrix

	In this structure workers are grouped by function and product/project type. This structure takes the best of both of the preceding structures. Workers are grouped by function and benefit from the expertise of their peers. They are encouraged to communicate between functional groups by putting the performance of the division as a whole in the spotlight. The downside to this structure is that there are two managers, the functional manager and the divisional (product/project) manager. Having two managers at the same level of authority overseeing the same workers can create conflict.

There are 3 types of Matrix Structures:

Weak/Functional Matrix
The Divisional (product/project) manager has limited authority over the functional workers. The Functional manager is the main authority over the functional workers.
Balanced/Functional Matrix
The Divisional (product/project) manager and the Functional manager have the same level of authority over the functional workers.
Strong/Project Matrix
The Divisional (product/project) manager is the main authority over the functional workers. The Functional manager has limited authority over the functional workers.
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