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MN101 Principles of Management
Lecture 5 Tutorial Solution
Lecture 5(1): Designing organisation structure 
1. Sandra Holt, manager of Electronics Assembly, asked Hector Cruz, her senior technician, to handle things in the department while she worked on the budget. Sandra needed peace and quiet for at least a week to complete her
figures. After 10 days, Sandra discovered that Hector had hired a senior secretary, not realising that Sandra had promised interviews to two other people. Evaluate Sandra’s approach to delegation.
Students should use the information in the Management in Practice box  (page 315) to evaluate Sandra’s approach to delegation. The guidelines to effective delegation provided there include:
a	Delegate the whole task. By not telling Hector about the interviews she had promised, Sandra appears to have delegated only some of the activities involved in looking after the department. 
b	Select the right person. We can only assume that Hector is the right person as he is Sandra’s senior technician. Hector is certainly not afraid of taking on more responsibility and making decisions.
c	Ensure that authority equals responsibility. Hector appears to have been given both authority and responsibility as he had no problem in completing the hiring process.
d	Give thorough instructions. Unfortunately, Sandra appears to have told Hector only part of the story. If Sandra wanted the other two people interviewed before the decision was made, she should have told Hector.
e	Maintain feedback. Open lines of communication do not appear to have been maintained because Sandra did not find out about the hiring until 10 days later. There is no information of how well Sandra evaluated and rewarded Hector’s performance.
2	Contrast centralisation with span of control. Would you expect these characteristics to affect one another in organisations? Why?
Span of control is the number of employees reporting to a supervisor. An organisation tends to be characterised as having either a large or small span of control. Centralisation means that decision authority is located near the top of the organisation. Span of control and level of centralisation can be related in organisations. For example, one way to decentralise decision authority is to increase the span of control. This will decrease the levels, and each manager will have additional subordinates, making it difficult to pass every decision up the hierarchy and giving subordinates more autonomy. If an organisation wishes to centralise decision authority, a smaller span of control throughout the organisation would create additional levels and could reinforce the desire to pass decisions to the top.
3. Would you expect the structure of a company such as Facebook, which operates almost entirely online, to differ from the structure of a bricks-and-mortar company, such as Bunnings, which uses the internet only for some things, such as customer service and online retail? Why or why not?
Exhibit 10.12 shows the virtual structure which is most closely aligned with how Facebook is established. A networked company can concentrate on what it does best and contract out other activities to companies with distinctive competence in those specific areas. The nature of the virtual network structure means that subcontractors flow into and out of the system when needed. Bunnings deals with physical goods that are stored and sold in many different physical locations, so a different structure than Facebook’s enables its strategy to be fulfilled.
4. Experts say that organisations are becoming increasingly decentralised, with authority, decision-making responsibility and accountability being pushed farther down into the organisation. How will this trend affect what will be asked of you as a new manager? The chapter suggested that structure should be designed to fit strategy. Some theorists argue that strategy should be designed to fit the organisation’s structure. With which theory do you agree? Explain.
Such a trend arguably means that new managers will be asked to take on more important responsibilities at an earlier stage of their careers than would have happened previously. That is, there might be no ‘apprenticeship’ period for new managers. Consequently, this will put pressure on the organisation to ensure that new managers have the support and training to take on added responsibilities and pressure, thus helping them to overcome their inexperience.
The second part of this question is designed to stimulate student discussion and encourage them to reflect on the dynamics of the relationship between an organisation’s strategy and its structure. Alfred Chandler examined the structural evolution of 70 large companies over a number of decades and generally concluded that structure follows strategy as a company grows (in Strategy and Structure, MIT Press, Cambridge, Mass., 1962). Chandler argued that structural changes must be made to allow company resources to be managed effectively according to the changing market conditions that growth necessarily engenders. 
Strategy implementation involves the allocation of roles and responsibilities related to various facets of the strategy to different managers and departments within the organisation. These roles and responsibilities, as well as reporting relationships, are defined in the organisation’s structure. In this sense, it can be argued that strategy is put into practice through structure. Given an organisation’s strategy, if the existing structure is unsuitable, then a new organisational structure may have to be designed. For example, a company pursuing a low-cost strategy needs to design a structure with a low level of bureaucratic costs, which have a positive relationship with the level of complexity of an organisational structure. Consequently, organisations pursuing a low-cost strategy normally design a functional structure, which is relatively inexpensive to operate. On the other hand, a company pursuing a differentiation strategy usually designs a more complex structure. The differentiating company is less concerned with bureaucratic costs because these can be recovered through the higher prices it is able to charge for its differentiated products.
Strategy and structure are inextricably linked. If the organisation is new, the argument for adapting structure to strategy is arguably stronger. For an already existing organisation, the argument for adapting strategy to structure is arguably stronger. However, it may not be feasible to make exponential changes to strategy if massive changes to structure are needed. (Although if the organisation is at severe risk of failure, a re-engineering process may be undertaken that would likely involve significant structural changes.) The major point is to understand is that structure and strategy must be compatible, regardless of which comes first.
5. You have been contracted by a well-established multinational corporation to review their corporate strategy. Over the past 12 months, you are told that the corporation’s market share and profitability have fallen by 35 per cent, and that the cause is related to the firm losing touch with the needs of their customers. On closer inspection, you note that the majority of this lost market share and profit has been to new and innovative entrepreneurial companies that are better able to respond to quickly changing market conditions. 
Provide some preliminary thoughts about the questions you might make about the company’s structure and lines of authority. 

You can use your answer to explore the myriad questions that a consultant might ask to better understand the nature of a corporation’s structure, its link to strategy, and the extent to which authority is used/delegated effectively. Questions should focus on increasing organisational flexibility and fit with organisational strategy. In terms of flexibility, students should identify that flatter structures increase an organisation’s long-term planning outcomes and may also identify the need for greater decentralisation. You may also question the current structural design and offer alternative suggestions. You may also explore the questions they would need to ask in order to ascertain how well the corporation’s structure fits with its environment, the available technology and their intended strategy. 




Lecture 5(2) Managing change and innovation 
1. [bookmark: _Hlk194494428]What is meant by the terms internal and external forces for change? Which forces do you think are causes of change in a university? In a pharmaceuticals firm?
Internal forces for change arise from within the organisation. Internal forces could be new business strategies, shifts in the labour pool, internal problems that must be solved such as production inefficiency or conflicts between departments or between management and the union. External forces originate in the external environment, and can originate in any environmental sector, including customers, competition, legislation, labour supply, suppliers, pfessional associations, consultants or technological breakthroughs. Any of these external forces can affect the way the organisation does business and, hence, adapts internally. Generally speaking, external forces are the major cause of organisational change. Organisations are open systems, and to survive and prosper, they must continuously adapt to changes in the external environment.
2	As a manager, how would you deal with resistance to change when you suspect employee fears of job loss are well founded?
The source of resistance to the proposed change is likely to be either self-interest and/or fear of the unknown (see question 6). A manager has several techniques that can be used to try and overcome resistance (see question 6). Firstly, managers can use communication to ensure that employees have solid information about the change so that they can understand the rationale and consequences of the change. Communication may alleviate the fear of the unknown and/or emphasise to employees that all steps are being taken to minimise job losses. Secondly, if the manager’s fears of job loss are proved correct, then negotiation can be entered into with the employees or their representatives. Finally, if there is still resistance after all else has failed, a manager can resort to coercion and use formal power to force the employees to change.

3. If you were a team leader in a graduate role, in charge of significantly older people in your team, how would you appeal to them to engage in significant change that might be required by your organisation? 
There need be no presumption of resistance based on the age of the team. Also, presume that as a team leader you would not be acting alone, members from key departments would be cooperating in the change process and there may be some horizontal linkage. If the change was specific to the team and therefore a people change, training and development may be appropriate. If the change pertains to the organisation (e.g. culture change), there are a number of OD activities that may be suitable to the situation: team-building activities, survey-feedback activities and large-group interventions. Behavioural and attitudinal change may be achieved by unfreezing, changing and refreezing.
If the work team was resistant, this could be because of self-interest, a lack of understanding about the intended purpose of a change or distrust of the intentions behind it. Fear of the unknown could cause the team to resist a change if they do not know how they will be affected. Another reason for resistance to change occurs when people who will be affected by innovation have different assessments and goals than an idea champion or new-venture group. These reasons for resistance are legitimate in the eyes of employees affected by the change.
Individual responses to the first part of this question will vary, and students should be encouraged to do the New Manager Self-Assessment. Do they have a natural inclination to take charge or perhaps they need to be in a more favourable change situation? So if they are in an organisation that is supportive of them as new managers and it is an organisation that is communicating and encouraging the need for change, they will have a better chance of success in taking on this role. 
Finally, students could discuss Exhibit 11.7 with regard to the tactics that may be most appropriate to the situation. 
4. You are a manager, and you believe the expense reimbursement system for salespeople is far too slow, taking weeks instead of days. How would you go about convincing other managers that this problem needs to be addressed?
The first step is to convince your colleagues that a performance gap exists. That is, there is a disparity between the current performance levels and desired ones. Consequently, you would want to point out to your colleagues that the desired performance level is to have the reimbursement process completed within days, not the weeks taken currently. While this may not constitute an organisational crisis, there may still need to be an organisational response because of the consequences. For example, if the performance gap is contributing to a demotivated sales team, who have taken the lack of urgency in processing claims as a sign of under-appreciation, this may have dangerous consequences for the financial performance of the organisation. Once a need for change can be recognised, it can then be implemented.
5. The continuing development and improvement of computer information systems has made a powerful impression on Adam Scott, CEO of Kreative Kraft (KK). The current computer system at KK is five years old, and while it is still very useful and generally reliable, Scott is wondering if a new system would be more efficient and more useful. Scott recognises that some of his managers would prefer to keep the old system, while others have been advocating for the company to update its information capability.
a.	Discuss the type of planned change that Adam Scott is considering at Kreative Kraft.
b.	Adam Scott recognises that successfully championing the idea of Kreative Kraft’s new computer system requires four different roles. Discuss how these roles might apply to the situation at KK.
c.	Adam Scott recognises that Kreative Kraft needs to become a more creative organisation if it is to achieve the long-term success he envisions for his company. Discuss some of the key characteristics that KK needs to embrace to become a more creative organisation.
Solution
a.	Adam Scott is considering a technology change at Kreative Kraft (KK). Technology changes relate to the way the organisation does its work, and thus include the introduction of a new computer information system. Adam needs to recognise that a top-down approach to technology change usually does not work. KK’s top managers are not close to the production process and are likely to lack expertise in technological developments. Scott needs to get KK’s ‘shop floor’ employees involved straight away in the planning for a new computer information system. In this way the principal users of the system are more likely to buy into the change. Scott should look for some lower-level employees with IS expertise to act as idea champions. He may also establish a cross-functional, cross-hierarchical team to develop and initiate the new computer system at KK.
b.	The four different roles required to successfully champion a new idea in an organisation are: inventor, champion, sponsor and critic. In terms of the situation at KK, the inventor is someone who can develop and understand the technical aspects of a new computer information system. This person could well be the leader of the development team. The champion is likely to be Scott himself, as someone who believes in the idea of a new computer system, and who can garner financial and political support for the new system. Given that this is a technology change, Scott should also seek other idea champions from lower levels of his company who are closer to the real benefits and costs of introducing this change to KK’s work processes. The sponsor is also likely to be Scott himself, as the high-level manager who approves the idea of new computer system and removes organisational barriers to its initiation and implementation. Depending on the size of KK, Scott could also delegate this role to one of his senior managers who is supportive of the new system. The final role is that of critic, someone who counterbalances the enthusiasm of the champion by challenging the concept. This role may well fall to one of KK’s managers who sees no reason why a new computer system should be adopted. The critic is a crucial role as it can prevent people in other roles from being carried away by their passion and enthusiasm and adopting a bad idea.
c.	KK’s managers are ultimately responsible for creating a work environment that enables creativity to thrive. KK needs to be structured along organic lines, with a loose, decentralised structure and much of the work being done through teams. There needs to be open channels of communication and information sharing, and close collaboration between different areas of the company. A suggestion system should be introduced at KK, and employees should be trained in brainstorming group techniques to encourage the development of new ideas. Employees should have the freedom to try out new ideas and to make mistakes without fear of retribution. KK should look to hire creative individuals when job vacancies occur (though there must be a supportive work environment or they would likely quit). KK’s reward system should be restructured so that it rewards innovation rather than routine.
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