Business Chapter Readings
Chapter 9 – Structuring Organizations for Today’s Challenges

Job Specialization – dividing tasks into smaller jobs that people are more specialized in to get them done quicker and well
Departmentalization – the process of setting up individual departments to do specialized tasks 

Managing change has become a critical managerial function that can include redesigning the whole organizational structure. 

Economies of Scale – the situation in which companies can reduce their production costs if they can purchase raw materials in bulk and develop specialized labour, resulting in the average cost of goods going down as production levels increase.

Fayol’s Principles of Organization: (management principles)
1. Unity of command – each worker is to report to one and only one boss. To prevent confusion
2. Hierarchy of authority – all workers should know to who they should report. Managers should have the right to give orders and expect others to follow
3. Division of labour – functions are to be divided into areas of specialization such as production, marketing, and finance 
4. Subordination of individual interests to the general interest – the goal of the team is more important than the goals of individual workers
5. Authority – managers have the right to give orders and the power to enforce obedience
6. Degree of centralization – the amount of decision making power vested in top management should vary by circumstances.
7. Clear communication channels – all workers should be able to reach others in the firm quickly and easily
8. Order – materials and people should be placed and maintained in proper location
9. Equity – a manager should treat employees and peer with respect and justice
10. Esprit de corps – a spirt of pride and loyalty should be created among people in the firm
(he promoted the pyramid-shaped organization structure that became very popular in large firms)

Weber’s Principles were similar to Fayol’s. In addition, included:
· Job descriptions
· Written rules, decision guidelines, and detailed records
· Consistent procedures, regulations, and policies 
· Staffing and promotion based on qualifications

Hierarchy – a system in which one person is at the top of the organization and there is a ranked or sequential ordering from the top down of managers who are responsible to that person. 
Chain of Command – the line of authority that moves from the top of a hierarchy to the lowest level. 
Bureaucracy – an organization with many layers of managers who set rules and regulations and oversee all decisions. Max Weber used this word to describe a middle manager whose function was to implement top management’s orders. 

Centralized Advantages:
· Greater top management control
· More efficiency
· Simpler distribution system
· Stronger brand/corporate image
Centralized Disadvantages:
· Less responsiveness to customers
· Less empowerment
· Inter- organizational conflict
· Lower morale away from headquarters 
Decentralized Advantages:
· Better adaptation to customers wants
· More empowerment of workers
· Faster decision making
· Higher morale
Decentralized Disadvantages:
· Less efficiency
· Complex distribution system
· Less top-management control
· Weakened corporate image  

Four Ways to Structure an Organization:
1. Line organizations – has direct two-way lines of responsibility, authority and communication running from the top to the bottom of the organization, with all people reported to only one supervisor. Follows Fayol’s rules. 
2. Line-and-staff organizations – line personnel are employees who are part of the chain of command that is responsible for achieving organizational goals. And staff personnel are employees who advise and assist line personnel in meeting their goals.
3. Matrix-style organizations – an organization in which specialists from different parts of the organization are brought together to work on specific projects but still remain part of a line-and-staff structure. both line and line-and-staff organization structures suffer from inflexibility. Both allow for established lines of authority and communication, and work well in organizations with stable environments and slow product-development. 
4. Cross-functional self-managed teams – groups of employees from different departments who work together on a long-term basis. (as opposed to temporary teams established in matrix style)

Going Beyond Organizational Boundaries:
· Cross-functional teams work best when the voice of the customer is prioritized, especially in product developmental tasks
· Suppliers and distributors should be on the team as well
· When suppliers and distributors are in other countries, cross functional teams may share market information across national boundaries.

Networking Between Firms – using communications technology and other means to link organizations and allow them to work together on common objectives.

Real Time – the present moment or the actual time in which something takes place; data sent over the internet to various organizational partners as they are developed or collected are said to be available in real time. 
Virtual Corporation – a temporary networked organization made up of replaceable firms that join and leave as needed.
Digital Natives – young people who grew up using technology including the Internet and electronic devices such as cell phones. 
Restructuring – redesigning an organization so that it can more effectively and efficiently serve its customers. 
Inverted Organization - an organization that has contact people at the top and the chief executive officer at the bottom of the organization chart. 
Total Quality Management – striving for maximum customer satisfaction by ensuring quality from all departments calls for continual improvement of present processes. 
Continuous Improvement – constantly improving the way the organization operates so that customer needs can be satisfied. 
Re-engineering – the fundamental rethinking and radical redesign of organization processes to achieve dramatic improvements in critical measures of performance. 
Formal Organizational – the structure that details lines of responsibility, authority and position; that is, the structure shown on organization charts. 
[bookmark: _GoBack]Informal Organization – the system of relationships and lines of authority that develops spontaneously as employees meet and form power centers; that is the human side of the organization that does not appear on any organization chart. 
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