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For a description of each of these valuable teaching tools, please see the Preface in this manual.
Student Learning Tools

Student Online Learning Center (OLC) (www.mhhe.com/ghillyermanagement)
Student Study Guide
Spanish Translation Glossary (OLC)

Spanish Translation Quizzes (OLC)
Instructor Teaching Tools
Instructor Online Learning Center (www.mhhe.com/ghillyermanagement)
Annotated Instructor’s Resource Manual
IRCD (Instructor’s Resource Manual, Test Bank, PowerPoints, EZtest)
Asset Map 

PageOut

PowerPoint Presentations (on IRCD and OLC)

Test Bank 

Management at the Movies (DVD)

Management Videos on DVD 
Enhanced Cartridge option

Spanish Translation Glossary (OLC)

video NOTES
Two video series are available for use with Management: A Real-World Approach.
Management at the Movies 

This innovative video collection includes video clips from twenty of the best Hollywood films. The Video Notes section of this Instructor’s Resource Manual (beginning on page V.1) provides Instructor’s Teaching Notes for each of the video segments, along with Student Materials keyed to chapter concepts.

Movie 9. “Apollo 13” (“The Launch”) (1:04) 
This clip shows the launch sequence for Apollo 13 and illustrates NASA’s organizational structure.

Management Videos on DVD

Also included are twenty videos geared to individual chapter topics. The teaching notes for these videos are also included in the Video Notes section of this Instructor’s Resource Manual, beginning on page V.50.

Video 8: “Greater Chicago Food Depository: Feeding the Poor of Chicago” (10:32)

The organizational structure is of the Greater Chicago Food Depository is discussed. The massive task of distributing food w/o waste is a central focus of the video as it applies to organizational structure. (Go to Teaching Notes)

BRIEF CHAPTER OUTLINE AND LEARNING GOALS 

CHAPTER 8
Organizing Structure
I.
organizing structure
II.
organizing growth stages 
III.
organizing charts
Learning objective 1
Explain the purpose of an organization chart.
IV.
factors affecting organization
Learning objective 2
Describe factors and changes that affect an organization’s structure.

A.
Strategy

B.
Size

C.
Environment

D.
Organization and Technology

V.
Changes affecting organization structure
VI.
contingency approach
Learning objective 3
Define a contingency approach.
VII.
departmentalization
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Identify the different types of departmentalization.

A.
Work Functions

B.
Product
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Geographic
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Customer


E.
Other Types


F.
Hybrid Departmentalization

VIII.
types of organizational structures
Learning objective 5
Describe the different types of organizational structure, including a virtual organization.

A.
Line Structure

B.
Line and Staff Structure

C.
Matrix Structure


D.
Horizontal Structure

IX.
The Virtual organization
X.
trends in organization structure
XI.
committees
Learning objective 6
Discuss the types and effective use of committees.

A.
Using Committees Effectively

B.
Boards of Directors
LECTURE OUTLINE AND LECTURE NOTES
The world of work 

Taco Barn Takes Customer Service Offshore (Text pages 200-201)
A new customer service offering has been developed: Taco Barn to-go food items. This will require operators to take calls, but costs are a factor. After considering how to cost-effectively add the service, it has been decided to use outsourcing so that stores would not have to add additional staff and costs to handle this new service.

1.
Do you think cost savings should be the primary decision factor for any new company initiative? Why or why not?

Cost factors are usually the bottom line point of decision making for most companies. Companies operate in competitive marketplaces, and the costs of doing business – from advertising to operating expenses to capital costs, the expenses to find, develop, and keep customers – are high. The cost factor has to be considered in any major expansion. However, there are some costs that cannot be quantified, such as reputation, reliability, and community service. There may be negative publicity when Taco Barn begins to offshore outsourcing. These costs have to be added to the calculations.
2.
What are the potential benefits and challenges of outsourcing? Review the material on pages 208-209 for help on this.

Outsourcing can delegate basic functions at lower costs, allowing the company to concentrate on their core competencies. However, in this process, companies can feel as though they have given away these same responsibilities and can loose control of the outsourced function. Another concern is that the company can lose the use of these same skills that could be handled by their own employees. They can find that outsourcing can cause a threat to their morale. Finally, there is no guarantee that outsourcing can actually save money for the organization.
3.
Which issues will have to be addressed before this service will be ready to launch?

Customer service is an important element to business success and has to be handled with care. Outsourcing this function can have problems due to language barriers, customs, and lack of understanding the particular way of doing business that’s required.

4.
What do you think Tony’s concerns are here?

Tony is still inexperienced with his own staff in terms of understanding their strengths and weaknesses. Adding another element to manage (the call center), especially from a distance, will be very challenging. This is an unknown area for Tony and he may feel uneasy about how it will work, potential problems that might arise, and the overall ability to make his product and service better.
	Lecture outline 




lecture notes

	
I.
organizing structure


A.
Organizational structure is the framework that defines the boundaries of the formal organization and within which the organization operates.



B.
It reflects:


 
1.
how groups compete for resources


 
2.
where responsibilities for profits and performance lie


 
3.
how information is transmitted


 
4.
how decisions are made


C.
An appropriate organization structure 
encourages good performance.
	Powerpoint 8-1

Chapter Title 

(Refers to text pages 200)
PowerPoint 8-2

Learning Objectives 

(Refers to text page 201)
TEXT Figure 8.1

Organization Growth and Change (Text page 202)
PowerPoint 8-3
Organizing Structure
(Refers to text pages 202-203)


	
II.
organizing growth stages


A.
In the craft or family stage, there are no formal policies, objectives, or structure.


B.
During the entrepreneurial stage, the 
organization grows at a fast rate first, then at a slower rate. 


C.
The third stage is the growth stage.



 
1.
By the time the entrepreneur has been replaced by a professional manager.



 
2.
The organization develops written policies, procedures, and plans.



D.

During the transition from craft stage into the entrepreneurial stage, it is critical to 
establish an appropriate structure.
	

	
III.
Organizing Charts

Learning objective 1

Explain the purpose of an organization chart. (Text pages 202-203)


A.
An organization chart uses a series of boxes connected with one or more lines to graphically represent the organization’s structure.


B.
The chart gives an overall picture of how the entire organization fits together.
	

	
IV.
factors affecting organization

Learning objective 2
Describe factors and changes that affect an organization’s structure. (Text pages 203-208)


A.
Strategy


 
1.
An appropriate structure helps the 
organization reach strategic goals.



 
2.
The organization’s structure clarifies strategy through delegation of 
authority and responsibility.


 
3.
Alfred D. Chandler’s study of organization strategy describes a repeating pattern.



 

a.
Changing strategy led to decline in performance, then revised structure, and improvement.



 

b.
Chandler concluded that changes in strategy ultimately led to changes in the organization’s structure.



 
4.
There are many variables to consider matching structure to strategy.



B.
Size 


 
1.
The most common measures of 
organization size are sales volume and number of employees.



 
2.
Small organizations tend to be less specialized.



 
3.
Larger organizations tend to be more specialized.



C.
Environment


 
1.
A study by Tom Burns and G. M. Stalker found a relationship between organization and characteristics of the external environment.



 

a.
Mechanistic systems are characterized by:





i.
a rigid definition of functional duties 






ii.
precise job descriptions 






iii.
fixed authority and responsibility 






iv.
a well-developed organizational hierarchy



 

b.
Organic systems are 
characterized by:






i.
less formal job descriptions






ii.
greater emphasis on adaptability






iii.
more participation






iv.
less fixed authority 



 
2.
They found that successful firms in stable and established industries tend to be mechanistic in structure. 



 
3.
Successful firms in dynamic industries tend to be organic.



 
4.
Another study by Paul Lawrence and Jay Lorsch reached similar conclusions.


 

a.
Firms operating in a dynamic 
environment needed a relatively flexible structure.



 

b.
Firms in a stable environment needed a more rigid structure.





c.
Firms operating in an intermediate environment needed a structure somewhere between.
	PowerPoint 8-4
Factors Affecting 
Organization
(Refers to text pages 203-204)
PowerPoint 8-5
Factors Affecting 
Organization (continued)
(Refers to text pages 204-205)
TEXT Figure 8.2

Structural Differences 
Between Mechanistic and Organic Systems (Text page 205)


	ETHICAL MANAGEMENT (Text page 205)
At the height of his powers as the chairman and CEO of the Walt Disney Company, Michael Eisner’s activities were, in theory at least, overseen by a board of directors reported to be independent, objective, and committed to ensuring that Eisner ran the company in an ethical and professional manner. In reality, Eisner had personal and professional relationships with many of the board members:

What’s wrong with this picture? What should the Disney Company have done to ensure that the board could fulfill its obligation to shareholders? 
The board of directors of a public corporation is elected by the stockholders. Most corporations hold annual meetings in which shareholders can voice concerns about the direction of the organization. For years, Disney’s stockholders condoned the practice of hiring directors with personal relationships, or at least did not object. In Disney’s case, the situation was complicated by a deep and bitter riff between the board and members of the Disney family. 

A large proportion of Disney’s stock is owned by institutional investors – pensions and investment firms. Their directors should also be held responsible for not questioning the CEO’s actions.

	

D.
Organization and Technology



 
1.
In her 1950s study, Joan Woodward classified manufacturing firms along a scale of “technical complexity” involving three modes of production:



 

a.
unit or small-batch production


 

b.
large-batch or mass production





c.
continuous flow or process 
production



 
2.
Woodard used several organizational variables to categorize firms:



 
3.
She found:



 

a.
The number of levels in an organization increased as technical complexity increase.



 

b.
Organic systems were at both ends of the continuum.





c.
Mechanic systems were found in the middle ranges.



 
4.
In another study, Edward Harvey grouped firms along a continuum from technical “diffuseness” to technical “specificity.”


 
5.
The consensus of these studies was that a relationship exists between 
organizational technology and organization structure.
Progress Check Questions (Text page 208)
1. What is an organization chart?

2. Explain the stages an organization goes through as it grows and matures

3. What are the four most important factors affecting organization structure?

4. Explain the differences between mechanistic and organic organizational systems.
	PowerPoint 8-6
Factors Affecting 
Organization (continued)
(Refers to text pages 206-208)
TEXT Figure 8.3

Partial Organizational Chart for IWT (Text page 208)


	CASE INCIDENT 8.1
Who Dropped the Ball? (Text pages 206-208)
Industrial Water Treatment (IWT) has developed a new product (Kelate) that is ten times more effective in treating scale build-up in boilers. With the increase in business, more service managers are needed. With the added staffing, each district office has to reorganize its operation to accommodate the workload. After the reorganization, a customer complains about a service engineer not showing up for a service call and the lack of follow-up to correct the problem. Bill Marlowe, the district manager for the southeast district, has to figure out what went wrong and why more complaints are being made since the reorganization. 
1.
How has IWT’s structure changed?

The organizational structure, once simple, has become much more layered because of the increased staffing and work loads. The previous organizational structure was a simple line structure where the chief engineer and the two engineer supervisors reported back to the district manager. The new structure become horizontal by having two groups below the district manager (chief engineer and the manager of operations), each with the responsibility of supervising engineer supervisors but dividing how the work would be assigned and handled based on the technical nature of the problem. This new structure becomes more complicated when a decision has to be made as to what part of the structure must handle problems. In the process new lines of communications must be established to assure customer needs are being handled with the same level of urgency and satisfaction as found in the past.
2.
What problems does Bill Marlowe face?

Bill is trying to assure customers that IWT is the same company and can still handle its business and perform at the same expected level it has in the past. However, Bill knows how much more complicated this is and has a more difficult job in making sure customers are getting responded to in a timely manner. Bill has to find out where the miscommunications occurred, and more importantly, how to pull things together so that the customer service reputation for his company does not suffer. His job is finding where the breakdowns occur and using his authority to get the customer problems handled. Because of the reorganization, this is more difficult than in the past.

3.
Are the problems related to the way IWT is organized, or are they related to the employees?

Under the new organizational structure, the four group leaders report to both Ed Jones, Chief Engineer, and to Dick Welsh, Manager of Operations. This violates the unity of command principle. The service engineers don’t know who is responsible for assigning work. Neither Ed nor Dick has taken responsibility for handling the problem. 
Other problems involve the managers themselves. Ed and Dick do not appear to communicate effectively. Dick doesn’t keep up with messages, even though it is his responsibility to handle work assignments. 

4.
How could these problems be resolved?

The reorganization should be reconsidered. Perhaps two group leaders could be assigned to Ed and two to Dick, providing unity of command and a clear chain of command.
The company also needs to modernize its communication system, also. Message slips on crowded desks have no place in the workplace of intranets and Blackberries. An email from Wes to all persons affected would have started the problem solving long before it reached Bill Marlowe.

	
V.
changes affecting organization structure


A.
Advances in communication technology have also changed the structure of the 
organization.


B.
Outsourcing is the practice of subcontracting certain work functions to an outside organization. 


 
1.
Work functions frequently outsourced are accounting, finance, human relations, and information technology. 


 
2.
Outsourcing is growing rapidly.


 
3.
Potential benefits include:


 

a.
emphasizing the organization’s core competencies




b.
reducing operating costs


 

c.
accessing top talent and 
technology 


 

d.
reducing personnel headaches


 

e.
improving resource allocation


 
4.
Drawbacks include:


 

a.
loss of a large number of jobs to other countries




b.
loss of control


 

c.
loss of in-house skills


 

d.
threat to the morale of the workforce


 

e.
no guarantee that it will save money
	TEXT Figure 8.4

Variables Affecting 
Appropriate Organization Structure (Text page 210)
PowerPoint 8-7
Changes Affecting 
Organization Structure
(Refers to text pages 208-209)
Lecture link 8-1

Outsourcing Tutoring

One unique brand of offshore outsourcing is linking teachers in India with U.S. students who need tutoring. See complete lecture link on page 8.34 of this manual.

Bonus Case 8-1
IBM: Two-Way 
Outsourcing
Unable to compete against competitors such as Dell, IBM outsourced manufacturing overseas. It also has partnered with former competitors to do a bit or reverse outsourcing at home. See complete case, discussion questions, and suggested answers on page 8.45 of this manual.



	
VI.
a COntingency approach
Learning objective 3
Define a contingency approach. (Text page 210)


A.
According to the contingency 
approach to organizing, there is no one best way to organize.


B.
The values discussed above should be analyzed when choosing the appropriate organization structure.
	PowerPoint 8-8
A Contingency Approach
(Refers to text page 210)
TEXT REFERENCE

Study Skills Box: Write Your Own Ticket!

The skill that can advance your career is exceptional writing capability. (Box in text on page 210.) An additional exercise and discussion is available in this chapter on page 8.33 REF CareerDev \h 
 \* MERGEFORMAT 

 REF CareerDev \h 
 \* MERGEFORMAT .

	
VII.
departmentalization
Learning objective 4
Identify the different types of departmentalization. (Text pages 210-214)


A.
Departmentalization involves grouping jobs into related work units.


B.
Work Functions 


 
1.
Functional departmentalization occurs when organization units are defined by the nature of the work. 


 
2.
Most organizations have four basic functions: production, marketing, 
finance, and human resources.


 

a.
Production refers to the actual creation of something of value.





b.
Marketing involves product planning, product pricing, and distribution.


 

c.
All organizations must provide the financial structure.


 

d.
The human resource function is responsible for securing and developing the organization’s people.



 
3.
Each of these basic functions can be broken down even further.


 
4.
The primary advantage of functional departmentalization is that it allows for specialization, resulting in:


 

a.
efficient use of equipment


 

b.
potential economies of scale


 

c.
ease of coordination within the function itself


 
5.
Negative effects


 

a.
Group members can develop more loyalty to the group’s goals that to the organization’s goals.





b.
Conflict can develop when different departments strive for different goals.



 

c.
Employees have a restricted view of the organization.



 

d.
A multidisciplinary approach may give better results.



C.
Product


 
1.
Under product departmentalization all the activities needed to produce and market a product or service are usually under a single manager.


 
2.
Advantages:


 

a.
helps employees identify with a particular product



 

b.
helps manage each product as a distinct profit center



 

c.
provides opportunities for training managers in a broad range of 
activities



 
3.
Disadvantages:


 

a.
Departments may become overly competitive.



 

b.
Facilities and equipment can be duplicated.


 
4.
Product departmentalization works best in large, multi-product organizations.


D.
Geographic


 
1.
Geographic departmentalization is most likely to occur in 
organizations that maintain physically isolated and independent operations.


 
2.
More local employees are used, which can create customer goodwill.


 
3.
However, having too many locations can be costly.


E.
Customer


 
1.
Customer departmentalization is based on division by customers served.


 
2.
Example: retail customers and industrial customers.


 
3.
This type has the same advantages and disadvantages as product 
departmentalization.


F.
Other Types


 
1.
If success is measured by number of employees, departmentalization by simple numbers can be used.


 
2.
The organization can also use:


 

a.
departmentalization by process or equipment


 

b.
departmentalization by time or shift


G
Hybrid Departmentalization


 
1.
As an organization gets large, it adds levels of departmentalization.


 
2.
Hybrid departmentalization occurs when an organization simultaneously uses more than one type of departmentalization.
Progress Check Questions (Text page 214)
5. What are the potential benefits and drawbacks of outsourcing?

6. Explain the contingency (situational) approach to organizing.

7. Explain the process of departmentalization.

8. Define the terms geographic, customer, and hybrid departmentalization.

	PowerPoint 8-9
Departmentalization
(Refers to text pages 210-212)
bonus internet

exercise 8-1
How Do Organizations Group Activities?

This Internet exercise asks students to search the websites of several organizations to identify the primary method of departmentalization. See complete exercise on page 8.37 of this manual.

critical thinking 

exercise 8-1

Building an Organization Chart

This exercise gives a list of employees and asks students to create an organization chart showing a possible chain of command. See complete exercise on page 8.40 of this manual.

critical thinking 

exercise 8-2
Designing Departmentalization

This exercise asks students to design an organization structure for a manufacturing firm. See complete exercise on page 8.43 of this manual.

TEXT Figure 8.5

Functional Departmentalization (Text page 212)
PowerPoint 8-10
Departmentalization 

(continued) (Refers to text pages 212-213)
TEXT Figure 8.6

Product Departmentalization (Text page 212)
TEXT Figure 8.7

Customer Departmentalization (Text page 213)
PowerPoint 8-11
Departmentalization (continued) (Refers to text pages 213-214)
TEXT Figure 8.8

Possible Departmentalization Mixes for a Sales 
Organization (Text page 214)


	
VIII.
types of organizational structure
Learning objective 5
Describe the different types of organizational structure, including a virtual organization. (Text pages 215-220)


A.
Line Structure


 
1.
In a line organization, authority originates at the top and moves downward.


 
2.
All managers perform line functions, or functions that contribute directly to company profits.


 
3.
In the line structure the work of all organizational units is directly 
involved in producing and marketing the organization’s goods or services.


 
4.
Rapid decision making is possible through the chain of command.


 
5.
However, managers may be forced to perform too broad a range of duties.


 
6.
The line structure usually exists in small organizations.


B.
Line and Staff Structure


 
1.
The addition of staff specialists to a line-structured organization creates a line and staff structure.


 

a.
Staff functions are advisory and supportive in nature.



 

b.
Line functions are directly involved in producing and marketing the organization’s goods or 
services.



 
2.
Staff people are usually specialists in one field, and their authority is limited to making recommendations to line personnel.


 
3.
Example: research and development


 
4.
The line and staff organization can create conflict.


 

a.
Staff specialists resent that they have no real authority.


 

b.
Line managers are often reluctant to listen to staff advice.


C.
Matrix Structure 


 
1.
The matrix (often called project) form of organization is a way of forming 
project teams within the traditional line and staff organization.


 

a.
A project is “a combination of 
human and nonhuman resources pulled together in a temporary 
organization to achieve a specified purpose. 




b.
This structure was developed to deal with the temporary nature of projects.



 
2.
Under the matrix structure, those working on a project are officially assigned to the project and to their original or base departments.



 

a.
A manager is given the authority and responsibility to meet the project objectives.


 

b.
Next, the necessary personnel from functional departments are assigned.


 

c.
A horizontal-line organization 
develops within the vertical-line structure.



 

d.
When the project or their individual work on it is done, they return to their functional departments.



 
3.
Advantages



 

a.
The mix of people and resources can readily be changed as project needs change.





b.
Project members can easily move back into the functional organizations once the project is over.



 

c.
Interdepartmental cooperation can develop.



 
4.
Problems



 

a.
It can violate the principle of unity of command.



 

b.
A role conflict can develop if 
authority is not clearly delineated between functional managers



 

c.
The functional manager has little opportunity to observe individual employees.



 

d.
It can put undue stress on communication networks.



D.
Horizontal Structure



 
1.
Horizontal structure (also called team structure) consists of two core groups: 


 

a.
senior management who are 
responsible for strategic decisions and policies





b.
empowered employees working together in different process teams



 
2.
Characteristics: 


 

a.
The organization is built around three to five core processes, each with a champion.


 

b.
The hierarchy is flattened to 
reduce supervision.


 

c.
Teams manage everything.


 

d.
Customers drive performance.


 

e.
Team performance is rewarded.



 

f.
Customer contact is maximized with employees.



 

g.
Emphasis is on informing and training all employees.



 
3.
Information is processed at the local level.




4.
Additional advantages:



 

a.
increased efficiency





b.
improved work culture and morale



 

c.
more satisfied customers

Progress Check Questions (Text page 219)
9. How is a line and staff structure created?

10. Explain how the matrix organization structure works.

11. What is the major advantage of the matrix structure?

12. What are the seven characteristics of the horizontal organization structure?
	PowerPoint 8-12
Types of Organizational Structures (Refers to text page 215)
TEXT Figure 8.9

A Simplified Line 
Structure (Text page 215)
TEXT Figure 8.10

A Simplified Line and Staff Structure (Text page 216)
PowerPoint 8-13
Types of Organizational Structures (continued) 

(Refers to text pages 215-216)
lecture link 8-2
Bureaucracy Is Bad for Our Health

One cause of workplace stress is the traditional bureaucratic, top-down organization structure. See complete lecture link on page 8.34 of this manual.
PowerPoint 8-14
Types of Organizational Structures (continued)
(Refers to text pages 216-218)
lecture link 8-3
The Manhattan Project

To build the world’s first atomic bomb, the military turned to General Leslie Groves, known for his administrative ability, organizational skill, and decisiveness. See complete lecture link on page 8.34 of this manual.
TEXT Figure 8.11

Illustrative Matrix 
Structure (Text page 217)
TEXT REFERENCE

Career Management Box: Assessing Strengths and Weaknesses 
Identifying your strengths and weaknesses makes you a more productive worker. (Box in text on page 218.) 
An additional exercise and discussion is available in this chapter on page 8.30

 REF CareerDev \h 
 \* MERGEFORMAT 

 REF CareerDev \h 
 \* MERGEFORMAT .
TEXT Figure 8.12

Horizontal Structure 
(Text page 218)
PowerPoint 8-15
Types of Organizational Structures (continued)
(Refers to text pages 218-221)
Bonus Case 8-2
Making Teams Work in a Changing Market
Two partners decided to abandon the traditional departmentalized structure and group their employees into account teams. See complete case, discussion questions, and suggested answers on page 8.47 of this manual.



	
X.
The virtual organization


A.
The virtual organization is one in which business partners and teams work together across geographical or organizational boundaries by means of information technology.


B.
Three Common Types of Virtual Organizations


 
1.
A group of skilled individuals form a company by communicating by 
computer, phone, fax, and videoconference.


 
2.
A group of companies, each of which specializes in a certain function, partner together.


 
3.
One large company uses communication technology to outsource operations to partner companies.


C.
Integrated computer and communication technology tie the contributors together.



D.
Text Figure 8.14 shows the benefits and challenges of virtual organizations.
	TEXT Figure 8.13

Virtual Organization 
(Text page 220)
PowerPoint 8-16
Trends in Organization Structure (Refers to text pages 221-222)
TEXT Figure 8.14

Benefits and Challenges Of Transitioning to a Virtual Organization (Text page 221)


	
XI.
trends in organization structure  


A.
Flat Versus Tall Organization Structures



 
1.
A flat structure has relatively few levels and relatively large spans of management at each level.



 
2.
A tall structure has many 
levels and relatively small spans of management. 


B.
Research on Structure



 
1.
A study by James Worthy found that organizations with fewer levels and wider spans of management had greater job satisfaction.



 
2.
However, another study by Rocco Carzo and John Yanouzas found that groups in a tall structure had better performance.



C.
Japanese organizations historically have had fewer middle managers and flatter structure than American organizations.



D.
In Search of Excellence


 
1.
The 1980s book by Thomas Peters and Robert Waterman emphasized the concept of a simple form and a lean staff.



 
2.
Organizations they tend to develop complex structures as they grow.


 
3.
Peters and Waterman found that many of the best performing companies had maintained simple structure with small staffs.



 

a.
This allows an organization to 
adjust more rapidly to a fast-changing environment. 



 

b.
A simple form requires fewer staff, and results in a simpler form.



E.
Today, many organizations favor horizontal structures and virtual organizations over traditional line and staff structures.
	TEXT Figure 8.15

Flat Versus Tall Structures 
(Text page 221)


	
XI.
COmmittees
Learning objective 6
Discuss the types and effective use of committees. (Text pages 222-224)


A.
A committee is a group of people formally appointed and organized to consider or decide certain matters.


 
1.
Committees are superimposed on the existing structures.


 
2.
They may be permanent (standing) or temporary (ad hoc.)


B.
Using Committees Effectively


 
1.
The first step to increase the efficiency of a committee is to clearly define its functions, scope, and authority including:


 

a.
the purpose of the committee and its expected duration


 

b.
the limits of the committee’s 
authority 



 
2.
Size


 

a.
Committees usually become more inefficient as they grow in size.



 

b.
A good rule of thumb is to use the smallest group necessary to get the job done.



 
3.
Members should be chosen from the same approximate organizational level.


C.
Boards of Directors


 
1.
A board of directors is really a type of committee that is responsible for reviewing the major policy and strategy decisions proposed by top management. 


 

a.
On an inside board, a majority of the members hold management positions in the organization.


 

b.
On an outside board, a majority of the members do not hold a position with the organization.


 

c.
The role of the board should be the same for both types.



 
2.
Most boards of directors restrict their inputs to the policy and strategy level.


 
3.
Traditionally, boards were mostly 
figureheads, but this trend has been changing.


 

a.
The risk of serving on boards is greater because of increased 
liability.



 

b.
Boards are becoming more active.



 
4.
Increasingly, shareholders are 
demanding that the chairperson of the board be an outsider.
Progress Check Questions (Text page 224)
13. What are the potential benefits and challenges of a virtual organization?

14. List three types of virtual organization.

15. Explain the difference between flat and tall structures. Which is better? Why?

16. Why are boards of directors becoming more active than they have in the past?
	TEXT Figure 8.16

Methods of Selecting Committees 
(Text page 223)
PowerPoint 8-17
Committees (Refers to text pages 222-224)
bonus internet

Exercise 8-2
Researching Boards of 
Directors

This exercise expands on the Internet exercise at the end of the chapter and asks students to research the composition of the boards of directors in most admired corporations. See complete exercise on page 8.39 of this manual.

TEXT Figure 8.17

Organization Structure –Cobb General Hospital 
(Text page 225)



CASE INCIDENT 8.2
A New Organization Structure (Text page 225)
Tom Andrews, assistant administrator for Cobb General Hospital, has just been promoted to hospital administrator and has some concerns about his ability to handle the new position. Tom also has reviewed the organizational chart and has noticed how many people report to him based on how his now former boss, Bill Collins, had constructed it.
1.
Do you think Tom has the necessary skills and experience for this position? Why or why not?
In Tom’s own honest assessment of his real experience working under Bill, he sees cause for concern based on the expectations of this position within the company. For Tom to make sense of his new position as administrator, he will need good information to help him make upper level, executive decisions. The current organizational chart does not support this; too much information is coming in to Tom from too many people. Tom needs to analyze how he can restructure the duties and responsibilities. Tom also needs to also draw on his master’s degree in hospital administration, which will have dealt with these types of issues (organizational structures and titles/duties would have been discussed), and bring that into the reorganization.
2.
How would you describe Cobb General’s current organizational structure?
Cobb General is now an extremely flat functional organization. Tom has twenty departments reporting to him, an unreasonable span of management. The nursing department is at the same organizational level as training and development goes, although nursing is a core line function that employs a significant portion of the hospital’s personnel. 
3.
Do you agree with Tom’s concern? Why?
Yes. For Tom to make sense of the organizational structure, he will have to evaluate the organizational goals of the company. He then can put an organizational structure in place that helps work effectively towards this new plan to improve the overall effectiveness of the organization. Tom needs to carefully consider delegating responsibilities, and must evaluate the abilities of everyone in the organization structure.
4.
How would you redraw the organizational chart?
Tom may want to incorporate a line and staff organizational structure. That will allow him to find new, skilled individuals that will help department heads by advising them in their own area of expertise, such as personnel management issues, training and development, etc. He also should consider adding an additional layer of management, combining like activities under three or four vice president-level positions. For example, radiology and laboratories share common characteristics and could be directed by one administrator. Likewise, business office, controller, accounting, purchasing, and admissions could be, too.

THE WORLD OF WORK
Taco Barn To Go (Text page 226)
The new “To Go” project developmental period has come to a close, and Tony finds out his store has been chosen as the pilot program. The first night the new service is offered ends in a disaster as customer orders are mishandled and complaints pile up. After the two-week trial, the program is pulled from Tony’s division. Tony is asked to fill out a report about the experiment to help management review the problems.
1.
Where does Tony start? What went wrong with the implementation of “Taco Barn To Go?”
Training shortcuts can lead to implementation problems for any organization; and when you factor in the distance, language and cultural barriers, this new “cutting edge” program had little chance for success. Tony can help explain exactly how the process broke down and how it affected his staff and caused unusual problems.
2.
Could these mistakes have been anticipated? Why or why not?
Yes, when one considers the possible outcomes from an outside service trying to unite and work with an established entity such as Taco Barn. When an organization carries out its strategic plans, it develops a series of goals and objectives that match up with the plan and creates expectations and a culture of how it has to be executed. By trying to add one of the main functions into the store’s expected plan –namely, order taking (which has tremendous customer service needs) – and allowing it to be handled by those not blended into the stores working plan, it can be a difficult and confusing set of circumstances to see handled without problems, as was the case in this first attempt.

3.
How do you think Tony’s local customers have been impacted by this project?
Local customers were upset, especially when their normal ordering pattern was not handled correctly. The unfamiliar order takers and unforeseen language barriers led to many complaints. Customers will look for marked improvements or might be tempted to take their business elsewhere.

4.
What should Taco Barn do now? Explain your answer.
Taco Barn needs to see that the call center operation minimizing the number of mistakes occurring. Customers may tolerate an occasional mistake made from time to time, but will not care for a pattern of regular mistakes. Taco Barn needs this upgrade in performance quickly or should move in a different direction or they risk a potential loss in sales and future customers.

Notes for END-OF-CHAPTER MATERIAL
REVIEW QUESTIONS

1.
Describe the general relationship between an organization’s strategy and its structure.
An appropriate structure helps the organization reach strategic goals. Through delegation of authority and responsibility, the organization’s structure clarifies strategy. Variables such as organization size, environment, organization, and technology should be considered when matching structure to strategy. 
2.
What factors contribute to potential conflict between line and staff personnel in a line and staff organization?
The line and staff organization can create conflict. Staff specialists resent that they have no real authority. Line managers are often reluctant to listen to staff advice.
3.
If you were an employee and your company embarked on a large-scale outsourcing program, how would you react?
Outsourcing is a controversial strategy. Students will have varying opinions based on their experiences and attitudes.
4.
Do you think virtual organizations are going to become more and more prominent in the future? Why or why not?
The virtual organization is one in which business partners and teams work together across geographical or organizational boundaries by means of information technology. Advances in communication technology and increasing global competition will force organizations to react more quickly to change. The virtual organization is one way to deal with these changes
discussion exercise 8.1
China’s First Global Capitalist
There has been a lot of news coverage about Chinese business executive Yang Yuanqing’s successes in organizing a takeover of IBM. He has hired former Dell director of Asian operations William Amelio as the new CEO. Amelio has hired some of the former Dell executives to help him run what will be a mix of the Yuanqing Lenovo Group (the world’s third largest PC company), IBM employees, and the newly hired former Dell executives. The real challenge is blending two national cultures and three corporate identities into one newly formed company.
1.
How has Yang managed to defy the stereotype of a Chinese manager? 
Yang has blended his strengths and the strengths of his country (efficiencies of manufacturing) with the Western management strengths of drive and creativity to form a world class company. 
2.
Explain how Yang and Amelio operate “as a tag team.”
Yang lets Amelio function as the new CEO, allowing him to set the corporate and technology strategy and communicating with investors. Amelio runs the corporation’s day-to-day while Yang handles his specialties of marketing and distribution.
3.
What problems are presented in “blending two national cultures and, to add to the stress, three corporate ones”?
Yuanqing faces the challenge of marrying the drive and creativity of Western management with the vast efficiencies of China’s manufacturing operations. Lenovo has focused on small and midsize businesses, while IBMPC operated globally. Combining the two is hard enough, but the company is also adding elements from Dell.
4.
How would you organize a company that “sells products in no fewer than 66 countries and develops them at labs in China, the U.S., and Japan”?
Finding a simple answer won’t be easy. Big mergers happen often in the business world but not always with great success. As the upper level decision makers try to build their ideal company, the real core customer needs are often not addressed. The best way to make this new conglomerate successful would be to organize as a matrix structure in which teams are formed help line and staff organizational structures. These teams can work on important issues that can help facilitate the planning and organizing necessary to meet customer needs regarding products and services, while blending that to the global business environment.
discussion exercise 8.2
Blueprint from India: More Architecture Firms Are Offshoring
A shortage of U.S. architects has led to an upsurge of outsourcing for these services to India. Cadforce is an example of a U.S. company that ships $100 million in business each year abroad. About 20% of all U.S. companies are offshoring. Clients are demanding shorter turnarounds, smaller fees, and greater details. While this tend may continue, AIA Chief Economist Kermit Baker thinks this outsourcing surge is the result of a cyclical talent crunch. 
1.
Describe the factors in the U.S. architectural industry that are driving this trend to send work overseas.
A shortage of workers has fueled this shift to outsourcing, in which more of the blueprinting and small detail work is done at a fraction of the cost for U.S. architects. This follows a trend where other work such as software jobs and even restauranting has been outsourced for much lower costs. This allows companies to spend more time and resources finding more customers and concentrating on more strategic planning. 

2.
What are the potential benefits and challenges of offshoring in this manner?
The biggest benefit to outsourcing is saving costs. Also, companies find they can access top talent without owning it, and thus spend more time planning and organizing their strategic plans. The challenges are less control over workers’ time and output, loss of using own employees that might have same skills, and over time it can lessen employee morale if they feel neglected when their talents and expertise go unused. 

3.
If the availability of U.S. architects increases, will the amount of work sent offshore decrease? Why or why not?
It should decrease, but probably not precipitously, because companies can become adept at working the relationships they can form when outsourcing. Also, it may lead to a lowering of U.S. salaries and therefore make U.S.-based hiring more difficult. 

4.
Do you think these Indian architects will always work on the “tedious” portions of large designs? Why or why not?

Probably. The face time needed to handle the more important functions still demands an on-site presence. Ultimately companies earn reputations for their hired skills and the bottom line product. Service has to meet the needs of their customers or they will look elsewhere. Final plans and details have to be handled with care and usually require face-to-face meeting.
CAREER MANAGEMENT NOTES
Assessing Strengths and Weaknesses
Instructor’s Notes on Text Box Eight: Objectives to consider and implement to increase students knowledge, usage and understanding of the concepts.

If we are to improve our qualities and become more productive and attractive to potential companies, understanding our own personal strengths and weaknesses can be a powerful tool in this personal development exercise.

Student Exercise
At some point we all need to do our own personal assessment of our strengths and weaknesses. Review and answer the following questions to help see your strengths and weaknesses as they currently exist:
(a) Think about your personal strengths.

(b) Recall past job reviews and discussions about your strengths and describe them. 

(c) Recall any testing that has occurred that might reveal any of your strengths and explain this testing measurement and how this evaluation was conducted.

(d) Be honest and list any strengths that you might have that has not been revealed, described or discussed during job reviews, personal testing, or other measuring tools.

Strengths (explain in general): 
_____________________________________________________________________________________
_____________________________________________________________________________________
Strengths (as described by job reviews/evaluations):
1. ___________________________________________________________________________________

_____________________________________________________________________________________

2. ___________________________________________________________________________________

_____________________________________________________________________________________

3. ___________________________________________________________________________________

_____________________________________________________________________________________

4. ___________________________________________________________________________________

_____________________________________________________________________________________

5. ___________________________________________________________________________________

_____________________________________________________________________________________

Strengths (via any personality/traits testing measures)(explain):

_____________________________________________________________________________________

_____________________________________________________________________________________

Strengths that you feel are part of your identity but have not been revealed by job or other testing measures (explain):

_____________________________________________________________________________________

_____________________________________________________________________________________
Finally, summarize the one/two word adjectives that summarize your strengths (leadership, organized, loyal, hard-working, good writer, etc):

_____________________________________________________________________________________

_____________________________________________________________________________________

NOW, write a summary of your Weaknesses and how they may not enhance your work skills:
(e) Think about your personal weaknesses. 

(f) Recall past job reviews and discussions about your weaknesses. 

(g) Recall any testing that has taken place that might have revealed any of your weaknesses. 

(h) Be honest and make sure you think about and list any weaknesses you might have that have not been revealed or discussed using these measurement tools.

Now, write a summary about your personal weaknesses and how they might work against your abilities to obtain or accomplish your job or responsibilities: 

Weaknesses (explain in general): 

_____________________________________________________________________________________

_____________________________________________________________________________________

Weaknesses (as described by job reviews/evaluations):

1. ___________________________________________________________________________________

_____________________________________________________________________________________

2. ___________________________________________________________________________________

_____________________________________________________________________________________

3. ___________________________________________________________________________________

_____________________________________________________________________________________

4. ___________________________________________________________________________________

_____________________________________________________________________________________

5. ___________________________________________________________________________________

_____________________________________________________________________________________

Weaknesses (via any personality/traits testing measures)(explain):

_____________________________________________________________________________________

_____________________________________________________________________________________

Weaknesses that you feel are part of your identity but have not been revealed by job or other testing measures (explain):

_____________________________________________________________________________________

_____________________________________________________________________________________

Summarize the one/two word adjectives that summarize your weaknesses (quiet, not looking to learn new job skills, less than average writer, etc.):

_____________________________________________________________________________________

_____________________________________________________________________________________

Now, summarize what can be done to improve on your weaknesses or to enhance the strengths you have regarding your job & career, keeping in mind that your objective is to improve your career potential in the short and long term:

_____________________________________________________________________________________

_____________________________________________________________________________________

Study Skills Notes

The Importance of Writing
Instructor’s Notes on Text Box Eight: Objectives to consider and implement to increase students knowledge, usage and understanding of the concepts.

The ability to write papers is part of a college student’s assessment in the courses they engage in throughout their college curriculum. Students are expected to take courses to help develop their writing skills; good writing skills are more required in today’s workforce, as job opportunities are based on service skills more than manufacturing tasks. Even manufacturing sector jobs consist of high level technicians and middle to upper level managers, and require tremendous writing and communication skills to meet the demands with which these positions are faced. As a result, not only are good study skills extremely important to the classroom setting, but competent writing skills that transcend the class and move into the workforce, too. If you struggle with writing, look for more courses in this area. If you have good or above-average skills in writing, you can improve your value by taking this skill to a higher level. If you are an excellent writer, understand the value of this skill and keep it at the forefront. You can excel to higher levels based on the general understanding that many professionals have good writing skills, but few have excellent writing skills. This is a small percentage and therefore makes your potential value to your career even greater.

Student Exercise:

1.
Have students go the website www.factmonster.com/homework/writingskills1.html and review the writing options. Discuss the range of writing topics or the how to:

· Write essays and types of essays

· Write a biography
· Write a book report

· Write a research paper

· Write a term paper

· Write a letter

· Write a speech

· Improve spelling & grammar

· Improve sentence structure

2.
Ask students to go back to the website and implement these strategies for their next writing project.

lecture links

lecture link 8-1

Outsourcing Tutoring
Taking advantage of Internet communications, an unusual type of offshore outsourcing has sprung up – Internet tutoring. A profitable market has been created thanks the abundance of educated, low-wage workers in countries such as India. 

One pioneering company is Growing Stars, based in Cochin and Fremont, California. Students in the U.S. are paired with Indian tutors to explain geometry, calculus, and science. The American students communicate with their tutors using microphone headsets and computer screens. Most tutors “meet” with their online students twice a week. Teacher and pupil speak to one another, type messages, and use digital “pencils” to work on problems. 

The first e-tutoring companies started less than three years ago. Indian teachers coach U.S. students for about $15-$20 an hour, compared with the $40-$100 that private tutoring costs in the U.S.

According to Growing Star, India has very good teachers in math and science. It is comparatively easy for Indian teachers to teach these subjects because they are culture-free. India-based Educomp Datamatics estimates that Indian online tutoring companies eared about $10 million in 2005, 80% from the u.s., a mere drop in the bucket compared to the $17.2 billion annual export revenue from all offshore outsourcing. 

lecture link 8-2

Bureaucracy Is Bad for Our Health
Workplace stress has a serious impact on employee productivity and performance. When people feel frustrated, guilty, ashamed, angry, humiliated, or held in contempt, they adopt defensive behaviors to protect themselves, such as withdrawal, competition, and politicking. But the effects of strong negative emotions in the work force go far beyond. Over time, workplace distress can cause workers to experience physical, mental, and psychological disorders that affect work performance and add to the nation’s health care costs.
Many researchers feel that one cause of workplace stress is the traditional bureaucratic, top-down organization structure that continues to dominate in the workplace. 

Some fifty years ago, social scientist Fred Emery found that every organization is characterized by one of two design principles. Each type produces a radically different work environment.

Design Principle 1 (DP1) is a hierarchy, a command-and-control structure, also known as a bureaucracy. Emery used to term “redundancy of parts” to describe these bureaucracies – at any time there are more people available than are required to do the productive work. A feature of the DP1 organization is that responsibility for coordination and control is located at least one level above the people doing the work. This feature can be the cause of individual frustration and anger.

The Design Principle 2 (DP2) organization is based on “redundancy of function.” This means that each individual possesses more knowledge and skill than can be used at any one time. Employees are paid for the skills they hold, not the position they fill. Responsibility for coordination and control is located with the group of people doing the work, the original “self-managed group.” A DP2 organization consists of self-managing groups that share responsibility and are aligned in a very flat “hierarchy of functions.” In this organization, there are no subordinates; there are only peers negotiating with peers. Negotiation replaces the legal right to tell subordinates what to do and how to do it. W. L. Gore & Associates, the inventors of GORE-TEX, is an example of a DP2 organization. W. L. Gore’s workplace is free of the barriers that are typical of more traditional companies.

An organization’s design obviously has an effect on human behavior and emotions. Working in a DP1 structure, where people are treated as replaceable parts, or cogs in the machine, is stressful. Research shows that psychological work stress is a contributor to ill health. Low job control, the lack of opportunity to use existing skills, and high levels of monotony, which are characteristics of DP1 organizations, may be related to the higher rate of cardiovascular disease and other health problems common among workers in lower-level positions. 

Downsizing has also had a negative impact on work life. The efforts to contain costs have left the survivors generally overwhelmed by the struggle to handle the extra work that comes their way. 

DP2 organizations, on the other hand, have a capacity to reduce psychological stress, leading to health benefits. In these structures, workers are motivated to do their best, and they cooperate because it is in their best interests to do so.

Emery’s ground-breaking research is still valid today. There is a clear link between organizational structure and health. When workers are given more control over their work, they experience less workplace stress, which lowers health care costs for both the organization and for the nation.

lecture link 8-3
The Manhattan Project
As early as 1939, Albert Einstein warned President Franklin Roosevelt that the new field of physics had opened up the possibility of extraordinarily powerful bombs. In the summer of 1942, the government created the Manhattan Engineer District with the goal of producing an atomic weapon under the pressure of ongoing global war. The project became known as the Manhattan Project. The story of the bomb’s creation involved the extraordinary efforts of scientists, engineers, and military officials. But it is also the story of a massive organizational endeavor.

The project was put under the direction of Brigadier General Leslie Groves of the Army Corps of Engineers. Groves had impressed his superiors with his administrative ability, organizational skill, and decisiveness. Previously Groves had successfully supervised the construction of the Pentagon. (Ironically, construction on the Pentagon began on September 11, 1941.) When he was assigned to head the top secret weapons project, Groves unsuccessfully tried to get reassigned, preferring a posting overseas.

Under Groves’ direction, secret atomic energy communities were created almost overnight in Oak Ridge, Tennessee; at Los Alamos, New Mexico; and in Hanford, Washington, to house the workers and gigantic new machinery needed to produce the bombs. The weapon itself would be built at the Los Alamos laboratory, under the direction of physicist J. Robert Oppenheimer. 

Groves made all the important decisions governing the Manhattan Project himself. He personally recruited Oppenheimer and the other key organization members. Groves drew up the plans for the organization, construction, operation, and security of the project and took all necessary steps to put it into effect. Reporting directly to Secretary of War Henry Stimson and General George Marshall, Groves routinely bypassed traditional lines of authority to ensure the success of the project.

Groves’ aggressive management style and determination were key factors to the success of the Manhattan Project. His detractors called him egotistical, brusque, manipulative, and overly authoritative. However, he was decisive and able to cut through the red tape to accomplish his goals.

By the time the bombs were perfected, Germany had surrendered, and some scientists on the project questioned whether to continue bomb development. The project ultimately built four atomic bombs: “Gadget,” the test bomb exploded in the New Mexico desert; “Little Boy,” dropped on Hiroshima; “Fat Man,” dropped on Nagasaki; and bomb no. 4, which was unused. 

Based on the Atomic Energy Commission archives, the costs of the project exceeded $1.8 billion dollars. The Oak Ridge gaseous diffusion plant (which obtained the needed uranium isotope) alone cost $512,000,000. The Brookings Institute has translated these figures into current dollars. The four bombs would today cost $20 billion, or $5 billion per bomb. The total value of all other bombs, mines, and grenades used in the entirety of World War II, in comparison, was $31.5 billion.
 

Bonus Internet exercises
Bonus Internet Exercise 8-1

How Do Organizations Group Activities?
The Internet has greatly increased access to information about organizations. Corporations use their Web sites to communicate with investors, customers, and the general public. Just by visiting the company’s Web site you can usually discover the organization’s chain of command and approach to departmentalization. Go to the Web sites for each organization below and identify the primary organizational units. (Hint: Look for the “Corporate Information” or “Investor Relations” sections.) Based on that information, speculate on the type of departmentalization used. 

1.
Coca Cola Company


Primary Organizational Units:



Type of Departmentalization Used: __________________________________

2.
The Walt Disney Company


Primary Organizational Units:



Type of Departmentalization Used: __________________________________

3.
Time Warner Communications


Primary Organizational Units:



Type of Departmentalization Used: __________________________________

4.
The United Methodist Church


Primary Organizational Units:



Type of Departmentalization Used: __________________________________

5.
Kraft Foods


Primary Organizational Units:



Type of Departmentalization Used: __________________________________

6.
Boeing


Primary Organizational Units:



Type of Departmentalization Used: __________________________________

Bonus Internet Exercise 8-2
Researching Boards of Directors
Refer to the list of most admired companies as identified by Fortune magazine (see the Internet Exercise on page 227 in your text.) Using the Internet, research the board of directors for any five companies from the top of the most admired list and five from the bottom of the list. Determine how many outside directors and how many inside directors are serving each company. This information can be found on the corporations’ websites.

1.
Do most of these large, publicly held companies have a majority of inside or outside directors? 

2.
Are there any obvious differences in the composition of the boards of those companies from the top of the most admired list as compared to those from the bottom of the list?

3.
Choose one of the organizations in the top ten and go it its website. Who are the members of the board of directors? List the members and their titles. 
Critical thinking exercises
critical thinking exercise 8-1

Building an Organization Chart
Dr. Rea Searge is president of Peabody Researchers, Inc, a pharmaceutical company. Peabody uses a line-and-staff structure to organize its employees. On a separate sheet of paper, draw an organization chart for Peabody Researchers, Inc. In addition to Dr. Searge, Peabody has the following employees:

A quality control officer

A vice‑president of production

150 research and development employees

A sales force of 100 people

A vice‑president of finance

Marketing managers for three regions

A vice‑president of marketing

A director of personnel

A vice‑president of research and development

Production managers for three product lines

An administrative assistant to the president

A production force of 600 people

Notes for critical thinking exercise 8-1

The following people are staff: 

director of personnel

vice‑president for research and development

administrative assistant to the president

research and development department

quality control officer

The rest have line positions. 

Let the students draw the chart on the board with as little assistance as possible so they can think it through. A possible solution is given on the following page. 



critical thinking exercise 8-2
Designing Departmentalization
Suppose you have just been hired as the vice president in charge of sales at Combo Enterprises, Inc. Combo manufacturers, sells, and distributes both land and water vehicles. The land vehicles are bicycles powered by a two-horsepower, two-cycle engine. Basically, you have developed a method to adapt an off-the-shelf chainsaw motor to a popular French-produced bicycle. The water vehicles use the same chainsaw motor adapted to a standard canoe, which is fitted with a special propeller and rudder.
The advantage over the existing competition is that, due to the light weight of the motor being used, the bicycles and canoes can also be used manually with very little loss of efficiency compared to non-motorized bicycles and canoes. Your market surveys have shown that a large market exists for such a product.

Combo serves both civilian and military markets for both the land and water vehicles. Presently Combo has a plant in a medium-size eastern city and one in a medium-size western city. The eastern plant handles all business east of the Mississippi River, while the western plant handles business west of the Mississippi.
1.
Design what you think would be the best way to organize the sales (marketing) division of the company.

2.
Design an alternative structure (using a different method of departmentalization) for your division.

critical thinking exercise 8-2 (continued)

3.
Why do you prefer one structure over the other?

4.
Design a matrix structure for this situation (if you did not use the one in question 1 or 2). What would be the pros and cons of such a structure in this situation?

Bonus cases
Bonus case 8-1 

IBM: Two-Way Outsourcing 
Few companies are better known for their manufacturing expertise than IBM. Nonetheless, even IBM has to adapt to the dynamic marketplace of today. In the area of personal computers, for example, IBM was unable to match the prices or speed of delivery of mail‑order firms such as Dell Computer. Dell built machines after receiving orders for them and then rushed the computers to customers. IBM, in contrast, made machines ahead of time and hoped that the orders would match its inventory.

To compete against firms like Dell, IBM had to custom‑make computers for its business customers, but IBM was not particularly suited to do such work. However, IBM did work with several distributors that were also having problems. The distributors were trying to custom‑make IBM machines but were forced to carry a heavy inventory of parts and materials to do so. Distributors were also tearing IBM computers apart and putting them back together with other computer companies’ parts to produce custom‑made computers.

IBM decided to allow its distributors to store parts and materials and then custom‑make computers to customer demand. In other words, IBM outsourced about 60% of its commercial PC business. Distributors such as Inacom Corporation became profitable, and IBM was able to offer custom‑made PCs competitive in price with those of Dell and other direct‑mail companies.

More recently, IBM has begun selling its technology—tiny disc drives, speedy new chips, and more—to its former competitors! For some of these new partners, IBM will design their new products and let them explore its labs. In short, IBM is doing a bit of reverse outsourcing in that it is offering itself as a research and product development company ready to work with others. Thus, IBM will sell networking chips to Cisco Systems and not compete with that company anymore. And it will likewise sell disk drives to EMC. IBM benchmarked its final products against these companies and saw that it was not winning. The winning strategy, it decided, was to join them and become an even better team. IBM’s long-range strategy is to move away from hardware toward software development. It acquired PricewaterhouseCoopers to put more emphasis on services rather than hardware.

discussion questions for BONUS case 8-1
1. 
What does it say about today’s competitive environment when leading companies, such as IBM, give up competing and decide to work with competitors instead? 
2. 
What effects will outsourcing have on trade relationships among countries?
3. 
If more U.S. companies unite their technologies, what will that do to competitors in other countries? Should foreign companies do more uniting with U.S. companies themselves? What about U.S. companies uniting with foreign companies? 
4. 
How much influence will the Internet have on world trade and outsourcing among countries? What does the Internet provide that wasn’t available before?

answers to discussion questions for BONUS case 8-1:

1. 
What does it say about today’s competitive environment when leading companies, such as IBM, give up competing and decide to work with competitors instead? 


On the surface, it may seem to be a weakness when a company decides to work with competitors, but in IBM’s case, that is not so. Outsourcing production, for example, enables IBM to focus on what it now does best – providing software and services to other firms. Furthermore, IBM benefits from reverse outsourcing by selling some of its technology to competitors. The idea is to do what you can do best and outsource the rest. The remaining functions are called a company’s core competencies.

2. 
What effects will outsourcing have on trade relationships among countries?
Trade relationships should improve as company after company forms partnerships of all kinds with companies in other countries. The intrafirm trade will be so great that international trade will naturally follow. In fact, there is so much intrafirm international trade now that international trade figures are inaccurate because they don’t always reflect such transfers.

3. 
If more U.S. companies unite their technologies, what will that do to competitors in other countries? Should foreign companies do more uniting with U.S. companies themselves? What about U.S. companies uniting with foreign companies? 


Foreign companies (e.g., companies in Japan) have had the practice of uniting their companies for a long time. That’s one of the reasons why Japan was so successful in the 1980s. The decline of Japan since then, however, shows the potential dangers of becoming too entangled with other companies. Nonetheless, companies in the United States can get stronger by uniting or cooperating with other companies, including companies from other countries. Often, bigger is better, but there reaches a point where too big is too big.

4. 
How much influence will the Internet have on world trade and outsourcing among countries? What does the Internet provide that wasn’t available before?

The Internet is proving to be much more important to world trade than once projected. You can now search the Internet for autos, CDs, clothes, and all kinds of goods and services. More are being added by the minute. The Internet provides information, ease of ordering, fast comparison of prices, global access to products, and more. Let your students guide you on this because many of them are way ahead of the faculty when it comes to searching the Web.
Bonus case 8-2 

Making Teams Work in a Changing Market
Winning the Malcolm Baldrige National Quality Award is no small feat. To receive the Baldrige award, a company must excel in three major measurements of quality: (1) customer satisfaction, (2) product and service quality, and (3) quality of internal operations. Previous winners have included such companies as Solectron and the General Motors Saturn Division.

Taking home the Baldrige award was the last thing on the minds of Judith Corson and her partner, Jeffrey Pope, when they evaluated the situation at their Minneapolis‑based market research firm, Custom Research, in the early 1990s. The two partners faced a market full of client companies that had downsized and were asking more of Custom Research. The problem for Corson and Pope was that Custom Research was experiencing a flattening of growth, and the firm had neither the resources it needed to expand its employee base nor the technological capacity it needed to meet the growing demands. The business partners were facing the hard reality that to survive in the market they would have to provide better management of clients’ work with their current staff and resources. Corson and Pope realized they had to do something quickly.

The two partners decided to abandon the traditional departmentalized structure of the organization and group their 100 or so employees into account teams. Each account team would have an account and research team leader assigned to facilitate the direction of the team. In just a short time, communication and the tracking of work improved. Workers were more interested and involved, and clients were expressing satisfaction at a job well done. The business began to thrive.

But after the system had been in place for a couple of years, the partners saw a problem developing. Team members were becoming limited, learning only about the clients or the business categories handled by their group. Corson and Pope swung into action again. They decided that once or twice a year, employees would reorganize into new teams with their size determined by the volume of work at hand.

Using the team approach at Custom Research has changed things quite a bit. The firm watched its billings go from $10 million in 1985 to $22 million in 1996. Revenue per full‑time employee has risen by 70%. The firm meets or exceeds its client expectations on 97% of its projects and is rated by 92% of its clients as better than the competition. Such outstanding performance enabled Custom Research to become not only the smallest but also the first professional‑services firm to receive the prestigious Malcolm Baldrige Award. Leonard Berry, a professor at Texas A&M University, identified Custom Research as one of the 14 best service companies in the world in his book Discovering the Soul of Service. Berry describes Custom Research as “a highly progressive marketing research company that has built a strong business with Fortune 500 clients through team service delivery, innovative practices, competence, and an emphasis on continuous improvement.”
Corson says her company always did strategic planning, but in hindsight, it wasn’t very focused. The Baldrige contest emphasized the need to concentrate on just a few “key business drivers” – the very core of the business. So Custom changed its strategy to identify its key drivers and list goals each year that would enhance each one. Besides helping growth, the strong planning kept missteps to a minimum. “You don’t have as many gaps or surprises,” Judith Corson says of the company’s concentration on its core competencies.
discussion questions for BONUS case 8-2
1.
Why do you think worker performance increased so significantly at Custom Research?
2.
What principles of motivation seemed to work well for Corson and Pope in increasing employee productivity?

3.
Would you like to work in a team‑centered organization or in a more traditional organizational setting? Why?

answers to discussion questions for BONUS case 8-2
1.
Why do you think worker performance increased so significantly at Custom Research?
The teams worked well because the employees felt empowered to do what they needed to do without managerial interference. This new‑found freedom gave them the motivation they needed to do a good job. Furthermore, working in a team gave them more resources to do the job. 

2.
What principles of motivation seemed to work well for Corzon and Pope in increasing employee productivity?
The principle of motivation is to give employees a chance to achieve things on their own. Nothing motivates like the job itself, if the job is done well and the resources are there to help do the job. 

3.
Would you like to work in a team-centered organization or more traditional organizational setting? Why did you make the choice you did?
Each student must decide this answer on his or her own. But students need to work more often in teams to see how they feel doing that and what the advantages and disadvantages are. Some students feel that not all team members work equally and that is not fair. This is a good time to discuss such issues and how they may be resolved. What would a businessperson do if a team member was not contributing? 

Endnotes

Chapter


 





8





ANSWERS TO CRITICAL THINKING EXERCISE 8-2 (continued)














Peabody Researchers, Inc.


Possible Organization Chart





40  sales employees
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Marketing Manager – Region B








Marketing Manager – Region C
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� Source: “Internet Links U.S. Students to Tutors in India,” The Clarion-Ledger, October 23, 2005, p. 11A.)





� Source: Donald W. de Guerre, “Bureaucratic Organizations Are Bad for Our Health,” Ivey Business Journal Online,” March 1, 2006





� Sources: “The Costs of the Manhattan Project,” The Brookings Institute, www.brook.edu; “The Manhattan Project: A New and Secret World of Human Experimentation,” ACHRE Report, Department of Energy, www.eh.doe.gov; Miguel A. Bracchini, “Appendix: Key Figures in the Manhattan Project,” University of Texas at Austin, www.me.utexas.edu; Colonel Cole C. Kingseed, “Racing for the Bomb: General Leslie R. Groves, the Manhattan Project’s Indispensable Man,” Parameters, March 22, 2003; and Phillip Morrison, “The Manhattan Project’s Taskmaster,” American Scientist, November 1, 2003. 





� The Internet is a dynamic, changing information source. Web links noted in this manual were checked at the time of publication, but content may change over time. Please review the website before recommending it to your students.





� Sources: Michael Useem and Joseph Harder, “Leading Laterally in Company Outsourcing,” Sloan Management Review, Winter 2000, pp. 25–36; Daniel Eisenberg, “There’s a New Way to Think @ Big Blue,” Time, January 20, 2003, pp. 49-53; and Alison Overholt, “In the Hot Seat,” Fast Company, January 2003, p. 46.
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