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Abstract 
For most of the 1900s, the typical company was set up like a pyramid. There was a clear boss at the top, managers in the middle, and workers at the bottom. But in the last few decades, things have changed. Companies are now trying out new, more flexible setups, like matrix structures (where people have two bosses) and flat structures (where there are few or no managers). This shift happened because of things like globalization, new technology, and the need for companies to move fast.
This paper looks at how this change has affected two important parts of business: how decisions are made and how efficiently a company runs. By looking at old and new management theories and studying two global companies, Spotify and W.L. Gore & Associates, this paper found that flexible structures usually lead to faster decisions made by more people. They can also make a company more efficient by encouraging new ideas and getting employees more involved. However, these new models also create problems. For example, in a matrix structure, people can get confused about who they should listen to. In a flat structure, it can be hard to coordinate work.
The key takeaway is that there’s no single “best” structure. The most successful companies are the ones that pick a structure that fits their own unique situation, goals, and the type of work they do. The way companies are structured isn’t a simple story of moving from old to new; it’s a constant process of trying to adapt.

1. Introduction (Simplified)
Imagine a company as a machine. For a long time, that’s how people thought about it. Businesses were built like pyramids. A few leaders at the top made all the decisions, which were passed down through layers of managers to the workers at the bottom. This "traditional hierarchy" was great for stability and control in a world that didn't change very fast.
But the world today is completely different. Globalization means companies compete with others all over the world. Technology lets people talk and work together instantly. What customers want can change overnight. In this new environment, the old pyramid structure feels less like a sturdy fortress and more like a slow, clumsy obstacle.
This situation raises a big question for leaders and business thinkers: How can you build a company that is both stable and able to change quickly? The answer has been to move away from pure hierarchies and try more flexible models. Two popular alternatives are the matrix structure, where an employee has two bosses (like a functional boss and a project boss), and the flat structure, which gets rid of many layers of middle management so that frontline employees have more power.
This assignment explores how this change in structure affects global companies. Specifically, it asks: How has the move from traditional hierarchies to flexible models like matrix and flat structures changed the way decisions are made and how efficiently companies are run?
To answer this, the paper will first look back at the history of management ideas that supported the hierarchy. Then, it will explain what matrix and flat structures are. After that, it will describe how the research was done, focusing on studying real-world examples. The findings will show how these structures affect decision-making and efficiency, using Spotify and W.L. Gore & Associates as examples. Finally, it will wrap up by arguing that the future of company structure isn’t about finding one perfect setup, but about being able to constantly adapt.
2. Literature Review (Simplified)
This section explains the key ideas and concepts that help us understand how company structures have changed.
2.1 The Old Way: The Pyramid Model
The traditional pyramid structure is the oldest and most common way to organize a company. Its roots go back to thinkers in the early 1900s. A German sociologist named Max Weber talked about bureaucracy. He thought a clear chain of command, strict job roles, and formal rules were the most efficient way to run a big organization. It was all about predictability and stability (Weber, 1947).
Around the same time, a French businessman named Henri Fayol laid out 14 principles for management. These included things like a clear chain of authority from top to bottom, the idea that each person should have only one boss ("unity of command"), and that decisions should be made at the top ("centralization") (Fayol, 1949). These ideas gave people a practical guide for building these pyramid companies.
The pyramid structure has some clear benefits:
· Clear Authority: Everyone knows who their boss is and who they’re in charge of.
· Clear Career Paths: You know that to move up, you just need to get promoted through the ranks.
· Works Well in Calm Times: Standardized processes are great when things are predictable.
But its weaknesses became obvious as the world started changing faster:
· Slow Decisions: Information has to go all the way up the chain to get approved, then all the way back down to be acted on.
· Isolated Departments: Different groups (like marketing and engineering) often stop talking to each other, which hurts teamwork.
· Stifled New Ideas: Strict rules and a focus on control can make people afraid to take risks or think creatively.
2.2 The Newer Alternatives
Seeing the problems with the hierarchy, business thinkers started looking for new models. A major idea called Contingency Theory came about in the 1960s. It argued that there’s no single "right" way to structure a company. Instead, the best structure depends on things like the company’s size, its strategy, the technology it uses, and how stable or unstable its industry is (Burns & Stalker, 1961; Lawrence & Lorsch, 1967).
Burns and Stalker’s (1961) research was a big deal. They studied Scottish electronics companies and identified two types of structures:
· Mechanistic Systems: These are the rigid, top-down, rule-heavy systems that work well in stable environments. This is like Weber’s bureaucracy.
· Organic Systems: These are flexible, adaptable, and have looser job definitions. People talk to each other across different levels, and authority comes from expertise, not just your rank. Burns and Stalker found that these organic systems worked better in fast-changing, unpredictable environments.
This research gave a strong reason for moving away from pure hierarchies. The matrix and flat structures we see today are real-world examples of these "organic systems."
2.3 The Matrix: Having Two Bosses
The matrix structure was developed in the aerospace industry in the 1960s to handle complex projects that needed experts from different departments (Galbraith, 1971). It breaks the old rule of "one boss" by having employees report to two managers at the same time. Usually, you report to a "functional" boss (like the head of engineering) and a "project" boss (like the head of a specific project).
The main advantage of a matrix is flexibility and using resources efficiently. You can share specialists across multiple projects, which helps break down the barriers between departments. It also forces the company to focus on both the quality of its functions and the success of its projects. For example, a huge company like Procter & Gamble uses a matrix to balance the needs of different regions with its global brand strategies.
However, the matrix is famously hard to manage. Having two bosses can create confusion and power struggles. Employees can get conflicting instructions, which can be stressful. It requires a culture where people are great at communicating and collaborating. And for simple decisions, it can actually be slower because more people have to get involved.
2.4 The Flat Structure: Putting Power on the Frontline
A flat structure has very few or no layers of middle management between the top leaders and the frontline workers. The goal is to create a more equal and fast-moving organization. By removing layers, the idea is that communication gets faster, employees feel more in control, and the company can react quicker to changes in the market.
This structure is often linked to the idea of self-management. The most extreme versions are called "holacracies," where power is spread out among self-organizing teams instead of being held by individual managers (Robertson, 2015). But most flat structures still have some hierarchy, just a lot less of it.
The benefits are:
· Faster Decisions: Fewer approval layers mean decisions can be made closer to the customer.
· More Engaged Employees: When people have more control and responsibility, they care more about the company’s success.
· Lower Costs: Fewer managers mean lower costs for salaries and benefits.
The downsides are also significant:
· Confusion: Without a clear manager to define roles, people can be unsure of what they’re supposed to be doing.
· Hard to Grow: As a company gets bigger, a flat structure can become chaotic without clear processes.
· Fewer Promotions: If there are no management layers, ambitious employees might leave because they don’t see a path to move up.
2.5 How Management Ideas Connect
The shift from hierarchies to flexible structures is closely tied to how management thinking has changed. Early ideas, like Scientific Management (Taylor, 1911), saw workers as cogs in a machine to be optimized, which fit perfectly with the pyramid model. Then the Human Relations Movement (Mayo, 1933) started to change that by pointing out the importance of social factors and motivation, paving the way for structures that valued teamwork over top-down commands.
Later, Theory Y (McGregor, 1960) suggested that employees are naturally motivated and can be self-directed. This directly challenged the controlling nature of the old hierarchy and gave a philosophical reason for creating flat structures. More recently, ideas from complexity theory say that organizations aren’t machines but complex systems that thrive when decision-making is spread out—exactly what flexible structures do (Uhl-Bien & Arena, 2018).
In short, the ideas from the literature show a clear path from the rigid, machine-like hierarchy to more flexible, organic models. This shift is a response to a more complex and fast-moving business world, made possible by a better understanding of what motivates people and what makes organizations effective.



3. Methodology (Simplified)
This assignment uses a qualitative research approach to explore how company structure affects decision-making and efficiency. This approach is good because the question is about understanding the "how" and "why" behind complex situations in companies (Yin, 2018).
The research is set up as a comparative case study. This method allows for a deep, detailed look at real-world examples, giving rich insights that a simple survey couldn't (Yin, 2018). Two global companies were chosen:
1. Spotify: Chosen because it has a famous and influential model called the "squad" model. It’s a great example of a flexible structure designed for speed in the fast-paced tech world.
2. W.L. Gore & Associates: Chosen because it’s a pioneer of the flat, non-hierarchical structure (they call it a "lattice"). It has been successful with this model for over 60 years, showing that it can work long-term.
The data for this study was collected by reviewing existing information from different sources. These include:
· Academic articles from journals like Harvard Business Review.
· Business case studies from reputable institutions.
· Books by well-known management experts.
· Articles from respected business publications like The Wall Street Journal and the companies’ own publications.
The analysis focused on finding themes related to the two main areas: how decisions are made (how fast and by whom) and management efficiency (measured by things like innovation, employee engagement, and how well resources are used). The findings from the two cases are compared to see both the common benefits and the unique challenges of these flexible structures.
4. Findings (Simplified)
This section presents what the research found about how flexible structures affect decision-making and management efficiency.
4.1 How It Affects Decision-Making
A key finding is that flexible structures completely change who makes decisions and how fast they get made.
· Decisions Spread Out: In old hierarchies, decisions were made at the top. In matrix and flat structures, decision-making power is pushed down to the lowest possible level. At W.L. Gore, "leaders" emerge because people choose to follow them based on their expertise, not because they have a title. Regular employees ("associates") are trusted to make decisions about their projects without asking for permission from layers of bosses (Manz et al., 1989). This makes the company much more responsive.
· Faster: Getting rid of management layers speeds up decision-making significantly. At Spotify, small teams called "squads" can make most of the decisions about their own part of the product without waiting for approval from the top. This lets them test new features and release them constantly—a huge contrast to the slow, bureaucratic process at many traditional software companies (Mankins & Garton, 2017).
· The Matrix Can Be Tricky: Decision-making in a matrix is more complex. While it can speed up decisions for a specific project, it can also create slowdowns. Because decisions often need input from both functional and project managers, things can get stuck if the two bosses disagree. But when it works well, it forces people to communicate across departments, leading to better-informed decisions. As one manager said, "It forces us to talk to each other" (Galbraith, 2009).
4.2 How It Affects Management Efficiency
Management efficiency here isn’t just about cutting costs. It’s about using people’s talents effectively to reach company goals.
· More Innovation: Flexible structures are strongly linked to more innovation. By breaking down walls between departments (in a matrix) or getting rid of them entirely (in a flat structure), they help ideas spread. At W.L. Gore, the "lattice" structure encourages people to network with anyone in the company to get help and resources for new projects. This was key to creating their famous waterproof fabric, GORE-TEX®. The freedom to chase good ideas without facing a ton of paperwork is a powerful driver for new products (Deutschman, 2004).
· Happy Employees: Both case studies show that employees in these structures are highly engaged. When people have autonomy, see their ideas become real, and aren't micromanaged, they are more motivated. W.L. Gore has been on "Best Companies to Work For" lists for decades. This is a form of efficiency: engaged employees are more productive, need less supervision, and are less likely to quit, saving the company money on hiring and training.
· Using Talent Wisely: The matrix structure is great for managing scarce experts. For instance, a global engineering firm can have a pool of structural engineers who work on many different projects as needed, instead of having them sit idle, assigned to just one project. Spotify’s "chapter" model (a group of people with similar skills from different squads) does the same thing, making sure expertise is shared and developed efficiently across the whole company (Kniberg & Ivarsson, 2012).
4.3 Case Study: Spotify – The "Squad" Model
Spotify, the music streaming service, is a perfect example of a company built for speed. Facing tough competition and a fast-changing industry, they knew a traditional hierarchy would be too slow. So they created a unique, flexible model often called a "matrix of squads."
The Structure: The basic unit is a Squad. A squad is a small, cross-functional, self-organizing team of 6-12 people with a specific mission. Each squad has all the skills it needs to get its work done (like coders, testers, and a product lead). Squads are focused on a specific feature or service.
To keep hundreds of these squads from becoming chaotic, Spotify created ways to align them. Several squads working on a related area form a Tribe. A Chapter is a group of people with the same skill (like all web developers) from different squads who meet regularly to share knowledge. A Guild is a more informal group of people with a shared interest (like improving website speed) that anyone can join.
How It Affects Decisions and Efficiency:
· Decision-Making: Squads have the power to decide how to solve the problems they’re given. The product lead decides what to work on, but the squad decides how to do it. This puts decision-making in the hands of the experts who are closest to the work.
· Efficiency: This model is built for both speed and coordination. It allows Spotify to innovate rapidly. Hundreds of small teams can work at the same time without tripping over each other because of the coordination provided by tribes and chapters. It’s a very efficient way to use engineering talent. The chapters and guilds also help share best practices, preventing the problem of departments becoming isolated (Kniberg & Ivarsson, 2012).
4.4 Case Study: W.L. Gore & Associates – The Lattice Structure
W.L. Gore & Associates, the maker of GORE-TEX® fabric, has operated for over 60 years without a traditional management structure. They use a system called the "lattice." This is a more radical flat structure than Spotify’s.
The Structure: The lattice has no traditional managers, no formal chain of command, and no set channels of communication. There are "leaders," but they get their role by attracting followers, not by being promoted. A leader is someone with a good vision who can convince a team to join them. Employees ("associates") are encouraged to "make their own commitments" and find others to help them. Career growth isn’t about climbing a ladder; it’s about taking on new projects that fit your skills and interests (Shipper & Manz, 1992).
How It Affects Decisions and Efficiency:
· Decision-Making: Decision-making is completely spread out. If an associate has an idea for a new product, they are expected to gather a team, make a business case, and push the project forward. This completely removes the approval bottleneck of a hierarchy. It also means decisions are made by the people who are most passionate and knowledgeable about the project.
· Efficiency: Gore’s efficiency comes from its employees' extraordinary commitment and innovation. By trusting its people, the company doesn’t need expensive layers of managers and control systems. The lattice structure is great for building intrinsic motivation. Associates are driven by a sense of purpose and ownership, which leads to high productivity. The company’s long history of innovation, from electronics cables to medical devices to high-performance fabrics, shows that this structure is good for both morale and commercial success (Hamel, 2007).

5. Discussion (Simplified)
5.1 Putting It All Together
The findings from the research and the case studies strongly suggest that moving from traditional hierarchies to flexible structures has a big impact on how decisions are made and how efficiently companies run.
First, when it comes to decision-making, flexible structures allow decisions to be spread out and made faster. Both Spotify and Gore show that when you push authority down to the people who have the information, decisions are faster and often better. This matches what contingency theory says—that organic structures work better in fast-changing environments (Burns & Stalker, 1961). The process becomes less about following a chain of command and more about using expertise and teamwork.
Second, regarding management efficiency, the evidence suggests that being efficient today isn't just about spending less money. It’s about getting the most out of your people. These flexible structures achieve efficiency by:
· Boosting Innovation: By removing bureaucratic hurdles, they create a culture where experimentation is encouraged. Gore’s lattice led directly to GORE-TEX®. Spotify’s squad model allows for constant testing and improvement.
· Increasing Engagement: Both cases show a direct link between giving people freedom and having highly motivated employees. This supports McGregor’s Theory Y (1960), which says people are naturally motivated and will be more productive when given responsibility.
· Using Resources Flexibly: The matrix, as seen in parts of Spotify’s model, allows for the efficient sharing of specialized talent across different projects.
However, it’s important to note that these models don’t just throw out hierarchy. As the Spotify case shows, successful flexible structures still use elements of hierarchy for alignment. The tribe provides strategic oversight; the chapter provides functional leadership. This suggests the future isn’t about choosing "flat" or "hierarchical." It’s about creating hybrid models that mix the stability and alignment of a hierarchy with the speed and innovation of flat, networked teams.
5.2 The Problems with Flexible Models
We also have to be honest about the real problems these structures create. The impact on decision-making and efficiency isn't always positive.
· Confusion and Stress: In both matrix and flat structures, not having one clear boss can be stressful. In a matrix, employees can feel pulled in two directions. In a flat structure like Gore’s, new employees often struggle to figure out what they should be doing without someone telling them. This can cause anxiety and inefficiency unless the company culture provides strong support (Greenhouse, 2006).
· Coordination Problems: As flat companies grow, it gets much harder to coordinate work. Without clear lines of authority, simple decisions can require endless meetings or turn into political battles. This is why many "flat" startups eventually add some structure as they grow beyond a certain size.
· Handling Conflict: In a traditional hierarchy, the boss settles disputes. In a matrix or flat structure, conflicts between peers or between two bosses can get ugly if the culture isn't strongly collaborative.
· It Doesn't Work for Everyone: Contingency theory reminds us that these models aren't right for every company. A company in a very stable, highly regulated industry (like a nuclear power plant) might find the predictability and control of a hierarchy to be much safer and more efficient than a flexible, ambiguous structure.
6. Conclusion (Simplified)
This assignment set out to see how the move from traditional hierarchies to flexible models like matrix and flat structures has affected decision-making and efficiency in global companies. Looking at the history of management ideas, from Weber’s bureaucracy to the real-world examples of Spotify and W.L. Gore, leads to a clear, if detailed, conclusion.
The impact has been huge. Flexible structures have changed who makes decisions, moving that power from just top executives to the teams and individuals doing the work. This spreading out of authority has led to much faster responses, which is a critical advantage in today’s fast-moving global markets. At the same time, they’ve changed what we mean by "management efficiency." Efficiency is no longer just about cutting administrative costs; it’s about maximizing a company’s ability to innovate, be agile, and keep employees engaged. By tapping into people’s inner motivation and breaking down barriers, companies like Spotify and Gore have shown that these structures can be powerful engines for growth and new ideas.
But the assignment also shows that this isn’t a simple story of the "new" way beating the "old" way. The problems with matrix structures (confusion and conflict) and the difficulties of scaling flat structures are real and serious. There is no perfect, one-size-fits-all solution. The most successful companies are those that think about what fits their situation. They consciously design a structure that works for their specific strategy, their industry, and the complexity of their work. They are creating hybrid models that combine the best parts of the hierarchy (like alignment and discipline) with the best parts of networks (like speed and autonomy).
In conclusion, the evolution of how companies are structured is an ongoing story of adaptation. The move from the pyramid to more flexible models isn’t a final destination. It’s a continuous process. For global companies, the key to success in the 21st century won’t be found by stubbornly sticking to one structure. It will be found in developing the flexibility to change their structure as their strategy and the world around them keep changing.

