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ABSTRACT

This paper is a survey of some of the problems involved

in the revision process of an existing organization. The first

part briefly discusses theoretical issues. The rest of the paper

presents the views of different writers with respect to some

practical problems encountered in assessing the current situation

of the organization, developing the "ideal" structure, and

handling the mechanics of reorganization.

.
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1. Some Theoretical Issues

Management is a social process entailing responsibilities for the effec-

tive and economical planning and regulation of the operations of an enterprise,

in fulfillment of a given purpose or task. The responsibilities of manage-

ment involve major issues like:

- judgement and decision in determining plans and in using data to

control performance and progress against plans;

- guidance, integration, motivation and supervision of the personnel

composing the enterprise, and carrying out its operations.

The organization is the framework within which and by means of which

the management process can be applied. The organization is concerned with

the definition of:

- the responsibilities of the executive, supervisory and specialist

positions into which the management process is subdivided;

- the formal interrelations established by virtue of such sub-

divided responsibilities (an organization chart is a partial

illustration of these responsibilities and relationships)

.

The history of thought on organization has known several schools, that

differed from each other with respect to the problems considered central to

studying the management process and designing the organization structure.

They also differed in terms of the set of principles based on which answers

to theoretical and practical questions have been provided. Surveys of the

main streams of thought were developed in many books on organizations, of

which we mention: Brech (pp. 497-547), March & Simon, Dale (1967), Newman

et al. (1967). Among the problems to which special attention has been paid

by writers some evolve as exceedingly important in understanding the pheno-

mena that take place inside organizations. These concepts will be briefly

0727339
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touched upon in what follows, and references will be given.

1.1 Functionalization vs. divisionalization

Functionalization is the division by function, and it is used by every

organization to some extent. A function might be defined as a single acti-

vity, but in modern organizations it commonly means a group of related acti-

vities that are placed together under a single department head.

The prototype of the "functionalized company" is one in which division

by function runs straight down through the whole organization (Fig. 1).

The Functionalized Company
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Divisionalization is setting up company divisions whose heads are respon-

sible for both production and marketing. The division heads are judged on

the basis of profit rather than on sales volume, or volume or cost of produc-

tion. Geographical divisions, and product divisions are among the most

commonly met; customer divisions may also be found like, for instance, in

companies that sell products to both military services and civilians. If

a company has too many divisions these may be grouped; divisions grouped

together should, of course, have some degree of "commonality" like common

marketing or supply problems, or similar technology, so that liaison between

them will be of value and economies of scale achieved (Fig. 2).

Organization with Divisions Grouped
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1.2 Centralization vs. decentralization

The question: "Who in the organization hierarchy decides what is to be

done?" is the central issue of decentralization.

The greater the amount of managerial work the chief executive passes

along toward the operating levels, the more decentralized an organization

is said to be. By contrast, a centralized organization is one in which a

relatively large portion of the management work is performed at the highest

executive levels.

It is to be pointed out that decentralization/centralization does not

mean a form of organization. Theoretically, decisions may be pushed down

the line or centralized at the corporate headquarters in both functionalized

and divisionalized organizations. However, from a practical point of view,

divisionalized structures are "better suited" to be run in a decentralized

manner, while functionalized structures suggest that a rather centralized

management process is in force. This may explain the reason behind the

use of expressions like: "decentralization by geographical region" or

"decentralization by product divisions".

Among companies with a functional form of organization and a higher

degree of centralization are companies in the mining, cement, paper, steel,

and oil industries. Characteristically, such a company has relatively few

large customers, relatively few large suppliers, and products that require

closely related technologies. Production tends to be large-scale and tech-

nologies will change only slowly. In these cases the headquarters staff

men may have only functional authority over their counterparts in the plants,

but all manufacturing operations are under a single head, and so are all

marketing activities.

Divisionalized organizations are found in very large companies which

manufacture a large variety of products with diverse technologies (e.g.
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Westinghouse Electric Company, General Motors, Du Pont), or in companies

with operations geographically dispersed (utilities, some mining companies,

store chains, multi-national corporations). Some large oil companies have

lately adopted a basic product breakdown (petroleum products and chemical

products) largely in order to promote further growth of chemical products.

Profit decentralization is an advanced stage of decentralization,

by which a company is split up into product or regional divisions, each of

which is fully responsible for its own profit or loss. If we view central-

ization and decentralization as points on a continuum (Barnes et.al., p. 98),

profit decentralization can appear with divisionalized companies, and is

always present with conglomerates and holding companies:

Functionalized
highly

centralized
•companies

Integrated,
departmentalized

companies

Divisionalized
companies

Conglomerates
Holding
companies

For successful profit decentralization each semi-autonomous division

must be self-sufficient; it must have a full management team responsible

for all the functions of the enterprise.

There are advantages associated with decentralization of authority,

such as: stimulation of morale of the key men in each division, improved

communication and coordination within divisions due to the smaller size to

be managed, more effective control. Among limitations and difficulties we

can mention facts like: the possible inadequacy of profits to measure the

performance of a division (short run vs. long run profits), difficulties

with finding executives with the capacity and willingness to work effectively

within the system.

A conglomerate refers to a company whose products bear no obvious relation-

ship to one another.
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Further discussions on the topics of functionalization vs. divisionaliza-

tion, and centralization vs. decentralization may be found in Newman et.al.

(1967), Chap. 3, 4, 13, Dale (1967), Chap. 6, White, p. 44, Brech, p. 115.

It is important to mention that no matter how advanced the process of

decentralization is there are certain tasks that require strong central guidance;

those tasks should not be decentralized:

- the setting of broad policies within which the divisions are to

operate;

- the setting of overall company objectives;

- the design of the organization structure;

- the selection of top corporate officers and key executives within

the division;

- approval of- major capital expenditures;

- the evaluation of the total business in relation to its overall

objectives;

- the retention and allocation of profits.

These functions require company-wide coordination, and so they should

be decided upon at corporate headquarters level (Barnes et.al., p. 99,

Newman, et.al. (1967), p. 79).

1. 3 Delegating

Delegation involves transferring to others the formal right to perform

certain tasks, and the attempt to create an obligation on the part of the

person receiving that right to perform the task to a certain standard.

Every time a manager delegates work to a subordinate three actions

are either expressed or implied:

- the manager assigned duties to the subordinate;

- the manager grants authority , that is, he transfers to the subor-

dinate certain rights;
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- the manager creates an obligation , that is, in accepting the assign-

ment a subordinate takes on an obligation to his boss to complete

the job.

It should be mentioned that, unlike a duty or authority, obligation

cannot be delegated. Indeed, one man can pass to another the instruction to

perform a certain task. But by doing so he does not absolve himself of

any obligation he undertook, nor does he automatically create an obligation

to himself on the part of his subordinate, unless that subordinate feels

a need to perform the task. Obligations cannot be passed down the organiza-

tion; rather, new obligations must be created at each level.

For further reading on this subject see the following references:

Newman, et.al. (1967), Chap. 5, Newman (1963), Chap. 11, Barnes et.al., Chap. 7,

Branch, p. 188.

1.4 Staff vs. line

A line activity, in any human organization, is that activity for which

the organization was created. The role of staff may embrace three activities:

rendering advice and information, providing specific service, furnishing

inspection and control. Writers on organization have always emphasized

that, in order to avoid double subordination, staff should never give orders

to the line unless granted functional authority by the chief executive.

The importance of defining which departments in an organization are

line and which are staff lies in the requirement that a clear structure

of vertical and horizontal interrelationships be established if delay in

action, conflicting orders, and activity disruption are to be avoided.

For further discussion on this topic, the interested reader can con-

sult White, p. 32-44.
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The above were just some theoretical aspects of major importance. Other

issues concerning organizations such as : planning and control, span of con-

trol, leadership, the informal organization, authority, power, influence and

other human factors are treated in references indicated in the bibliographical

list at the end of the paper.
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2. "Ideal" Organizations. The Need for A Change .

Before setting out to analyze an existing organization and to determine

whether a revision is necessary, the researcher would certainly like to bear

in mind the "prototype" of the "ideal" organization. According to Beckhard,

pp. 9-13, the features of an effective, healthy organization are:

a) The total organization, the significant subparts, and individuals,

manage their work against goals and plans for achievement of these goals.

b) Form follows function, that is, the problem, or task, or project,

determines how the human resources are organized.

c) Decisions are made near the sources of information; this means

the need to move toward a norm of the authority of knowledge.

d) The reward system is such that managers and supervisors are

rewarded and punished comparably for: short-term profit or production per-

formance, growth and development of their subordinates, creation of a

viable working group.

e) Communication laterally and vertically is relatively undistorted.

People are generally open and confronting; they share all the relevant facts

including feelings.

f) There is a minimum amount of inappropriate win/lose activities

between individuals and groups. Constant effort exists at all levels to

treat conflict and conflict-situations as problems subject to problem-solving

methods.

g) There is high "conflict" (in the sense of clash of ideas) about

tasks and projects, and relatively little energy spent in clashing over inter-

personal difficulties because they have been generally worked through.

h) The organization is an "open system"; the organization and its

parts see themselves as interacting with each other and with a larger environment.
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j) General practice is to build in feedback mechanism (the "action-

research" way of operating) so that individuals and groups can learn from

their own experience.

Other features may be added to the above characterization:

- The organization must have an effective program for the recruitment

and development of talent.

- Integration and commitment to the goals of the organization.

- An internal climate of support and freedom from threat, since

being threatened undermines good communication, reduces

flexibility, and stimulates self-protection rather than concern

for the total system.

As an organization is a dynamic system placed in an equally dynamic

environment reorganizations will be necessary from time to time. A reorgani-

zation is any change in the distribution of duties or decision-making power,

or in the relationships between positions . Among the reasons behind reor-

ganization decisions the following are considered the more important by

Dale (1967), Chap. 12:

(1) Growth is perhaps the single most important reason for reorganiza-

tion, particularly a complete top-to-bottom reorganization. Growth may take

place in many ways: expansion of the output of existing products, addition

of new products and technologies, vertical integration, acquisition of new

companies.

(2) Declining economic performance in the form of declining profits,

or profits increase lagging behind sales expansion. A centralization is

likely to occur in such cases as top management wants to control the company

more closely; also, centralization usually reduces the administrative expense.
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es) Changing management trends - as no company likes to be considered

backward it will tend to adopt popular and "fashionable" organization patterns

(e.g. in the 1950' s the trend in the American industry in general was toward

decentralization by divisionalization; in the 1960 's there seemed to have

been some movement toward recentralization - Dale (1967), p. 118).

(4) Changes in management personnel usually bring structural changes.

(5) External events such as: changes in the actions of competitors,

in antitrust policy, in marketing channels, or in the status of major custo-

mer industries.

If the organizer reaches the conclusion that the organization is neither

healthy nor efficient so that the time for a revision has come a reorganiza-

tion process should be instituted (it will be described later). However, no

matter what corrective action is taken, there are certain prerequisites

for a successful reorganization effort (Beckhard, p. 97):

i) There is pressure from the environment, internal or external,

for change.

ii) Some strategic persons or people are "hurting",

iii) Some strategic people are willing to do a real diagnosis of

the problem.

iv) There is leadership in the reorganization process (consultant,

key staff man, new line executive).

v) There is collaborative problem identification between line and

staff people.

vi) There is some willingness to take risks in trying new forms or

relationships.

vii) There is a realistic, long-term perspective.
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viii) There is a willingness to face the data of the situation and to

work with it on changing the situation.

ix) The system rewards people for the effort of changing and improve-

ment, in addition to the usual reward for short-term results,

x) There are tangible intermediate results.

The above conditions should be considered as necessary conditions if a

reorganization is to succeed.
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3. Analysis of the Current Situation

If it is felt that a reorganization might be needed, the actual decision

to change should be based on evidence of organization shortcomings like:

- Executives are confused about the objectives of their own work or

the extent of their duties and/or authority.

- Total or partial lack of coordination: divisions or departments

work at cross purposes, new products don't go into production

quickly enough, or sales management does not learn of the new

products and their possibilities soon enough to do an effective

job of marketing them.

- Impossibility of holding any person accountable for the success or

failure of any effort, many people may feel they have several

bosses and they may be uncertain which of them is their true

line superior.

- Slow decision making or many incorrect decisions.

- Lack of cooperation between line and staff.

- Lack of "promotable" executives.

Occasionally there will be a dramatic demonstration of the need for a

change when an executive leaves and it becomes evident that no one in the

company is capable of assuming all his duties.

The decision to change can also be based on foreseen (future) short-

comings should the current organization be not changed.

It is important to reaffirm that the organization must be designed to

suit the business of the enterprise, and that the first stage is to secure

a thorough understanding of the current situation. Kemball-Cook, pp. 31-38

recommends five stages in assessing the factors of the current business
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situation:

(1) Current operations - the review of the current operations will be

a factual summary of all the background and current activities of the business,

covering the following areas:

- history and background: key stages in the development of the business,

including acquisitions, mergers, changes in ownership and control; influence

of tradition, geography, etc.

- products: range of products, relative importance and volume, projected

new products.

- markets: geographical location, market level, seasonal factors, share of

market and competitors' shares for the main products, characteristics of

distribution, elasticity of demand with price change.

- production technology.

- planning and control: production planning and control systems, financial

and accounting control systems.

During this stage it is- important to identify the technological impera-

tives, which are those factors or conditions which cannot easily be manipu-

lated to suit organizational convenience, and which must therefore be accepted

as part of his basic premises by the organization designer. Here are some

examples of such imperatives: material characteristics (e.g. variability

of raw materials), process characteristics, labor characteristics, market

characteristics

.

During this appraisal stage, major operating problems should become

apparent. The following defects, outside the strict field of organization

design, are commonly found:

- planning and control systems: lack of forward planning; lack of manage-

ment accounting systems; lack of co-ordination of sales and production;
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lack of stock control.

- financial: low or falling yield on net assets; no knowledge of how assets

are employed in different trading activities; overtrading and lack of

cash; inadequate control of debtors.

- marketing and sales: inadequate knowledge of the total market; of own

share, and of trends; wrong product or market mix; selling for quantity

rather than for contribution; incorrect pricing policy.

- product development: development effort inadequate to keep pace with

technical change or market opportunities; development not related to

market needs; dispersal of effort over too wide a range of products;

lack of routine control over development costs.

- production: low manufacturing performance; inadequate methods improve-

ment projects; vague or unrealistic quality standards.

- purchasing: dispersed responsibility; lack of management effort.

- personnel: no staff development or succession planning; poor communi-

cation with labour.

(2) Corporate aims are often expressed as answers to the question:

"What is this company fundamentally in business to achieve?" It is important

to understand them because they affect the company's strategy and operations

deeply.

(3) Assessment of the environment - there are three components of

the environment which should be looked into: the way in which consumer needs

will change; the way in which technology will develop; the policies and

successes or failure of competitors.

(4) Assessment of existing resources - a realistic appraisal must be

made of the resources available to the business, since these will place a

limitation on the scope of the plans which can be made, and of the opportu-
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nities which can be grasped. The strengths and weaknesses of the resources

will give some indication of the directions in which it will be most profit-

able to develop the business. The term "resources" is meant to include:

material resources, financial resources, human resources, market standing.

(5) Development of corporate policies and objectives .

The above steps are meant to ensure a thorough grasp of the real busi-

ness situation. They will provide the overall framework which will facili-

tate further analysis of the organization structure. This framework will

ensure that the manager does not overlook some important factors which should

condition the whole organization structure.

Once the reorganization decision has been made and the researcher has a

clear picture of the organization's operations and its environment, collect-

ing data about the current organization structure and the management process

is the next logical step.

Questionnaires and interviews are important data collection tools; if

well administered, they will provide detailed information from the executives

at various levels. This will throw light on the functions that are being

performed and indicate who in the organization is actually performing them.

In a major reorganization all those concerned should be asked to contribute,

but if this is not possible, the organizer should work with representative

samples.

In addition to questionnaires and interviews there are other sources of

information, some of which have been used in assessing the business situation:

organization charts and manuals (if they exist), annual reports, product infor-

mation, policies and procedures, presidential letters, executive memoranda,

minutes of committee meetings, public releases. However, the analyst should

be aware of the fact that the organization as it presently stands may differ
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from the written descriptions, because the operation of the informal organiza-

tion may have occasioned some shifts in power and duties. But the record

will at least make clear the formal intent and will provide a basis for

further study.

The questionnaires and interviews, as mentioned above, are very impor-

tant in giving the organizer a picture of the current status. Questionnaires

should obviously be long enough to cover the outstanding issues, but short

enough to be manageable in the analysis. Data requested of each executive

might include the following (Dale (1967), p. 213):

(1) Name, organizational unit, position, location of work.

(2) Basic mission.

(3) Major responsibilities or duties, ranked either in order of

importance or in order of the time spent on them.

(4) Name and title of superior.

(5) Name(s) and title(s) of subordinate (s)

.

(6) Principal relationships to other functions or organizational

units, including services received from other departments and provided for

other departments.

(7) Authority or powers of decision making on: capital and current

expenditures, personnel changes, policies, and routine and nonroutine proce-

dures. In this section, respondents may be asked to state their authority

in terms of its limits - for example, the amount of money they may spend on

capital improvements without authorization from higher authority.

(8) Committee memberships and contributions thereto.

(9) Reports received and records maintained.

(10) Basic standards used in appraising success on the job.

Answers to such a questionnaire do not in themselves provide information

on personalities, power struggles, and similar matters, but clues can be
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gathered by cross-checking replies from heads of different groups.

If the job will not be too time consuming, answers to the questionnaire

may be obtained through private, confidential interviews perhaps lasting

a number of hours and, if possible, conducted without interruption. In any

case, the questionnaire answers, at least those from heads of departments,

should be supplemented by interviews.

The interviewer's skill is, of course, of supreme importance here. He

has to create a favorable atmosphere for the interviewee. He should not

ask personal questions, such as "How do you feel about so-and-so?", rather,

he should ask for opinion on ways in which the organization can be improved

and on any difficulties the interviewee is experiencing, such as whether

there are any reports he is not getting that would help him. The analyst

should be alert to statements that indicate the motives of the interviewee,

and he must ask himself: "What viewpoint is this man trying to push or oppose?"

"What self-interest is he trying to promote?". Certainly, there are much

more problems as to what questions should be asked, what the attitude of the

interviewer should be, and how much of the interview should be considered

confidential. Some of these issues are discussed by Dale (1967), p. 215.

Here is an example of a checklist drawn up by a group of reorganizers to

clarify the current status of the marketing activity (Dale (1967), pp. 216-217):

(1) Has policy been formulated to insure that marketing and other

objectives will be achieved? What is the company's policy? Has it been

committed to writing? How well and how widely is it understood throughout

the company?

(2) How is the marketing function organized? What is the basis for

the division of the management responsibility within the function - customer

type, geography, sources of supply? What are the pros and cons of this
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arrangement?

(3) How large are the selling groups? What is the span of control

of management at each level?

(4) What is the relationship (extent and division of responsibility)

between field selling and sales office staff? How distinct is this relation-

ship? Are any difficulties experienced? What are they?

(5) What terms of reference exist for management posts? Do managers

know what purposes to achieve, what duties to perform, and what limits exist

on decision making and other authority? Is accountability clear-cut? What

standards and controls exist to permit "management by results" and "manage-

ment by exception"?

(6) What marketing data are collected? What marketing information

is derived from them? Who gets the marketing information? What is it used

for? Are there any deficiencies in content, routing, timing, or presentation?

What are they?

(7) Are there severe or frequent fluctuations in workload? Has there

been a growth or a reduction in the number of employees out of proportion

to the essential workload?

(8) Are there complaints from other departments, from suppliers, or

from customers that their needs are not satisfied in any way? What are

they? What has been, or is being, done about them?

(9) How was the location of offices and facilities determined?

How does this arrangement influence customer, management, and employee

convenience, cost, and effectiveness?

(10) Is there low morale, frustration, high turnover, staff shortage

in any area, or inadequate provision for management succession? To what

can this be attributed?
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The data obtained from all available sources has to be analyzed in

order to establish what the deficiencies are and to find ways to alleviate

or solve them. Following is a set of issues to be checked against the data

made available in the preceding investigative phase:

(1) Which are the key managerial objectives? Which contribute

towards the corporate aims? Are they being serviced by the necessary key

tasks?

(2) Are key tasks grouped rationally, so that tasks which must closely

support each other are in the same main functions and roles?

(3) Are there any tasks without any apparent objectives? Consider

whether these are in fact redundant and can be discontinued.

(4) Are there any key tasks which ought to be performed, but appear

to be forgotten?

(5) Are reporting relationships and the communications channels

arranged so that staff who must cooperate can do so freely enough?

(6) Is there consistency and compatability:

(a) between delegated authority and accountability?

(b) between accountability and control reporting for all

superior - subordinate relationships?

(7) Can decision making be rendered more efficient?

(a) by clearer policy making and decision rules?

(b) by providing better management information?

(c) by reducing the number who must be consulted?

(8) Are skilled people used on jobs which need their skills? Are

expensive resources fully used? Do managers have reasonable but not excessive

loads? Are the spans of control appropriate, taking into account the various

factors which may limit the span?
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(9) Are the number of levels of management appropriate, having regard

to the necessary spans of control?

(10) What problems have been identified as caused or aggravated by

faults in management structure?

The answers to the above questions are supposed to shed light upon

the delicate areas and to suggest a framework for improvement. More specific

questions, which the analyst will be asking himself, may be prepared in

order to achieve a rigorous disciplined approach to the analysis. Kemball-

Cook, pp. 192-195 provides an example of such a check list in the form of

38 questions which probe into the way the criteria of organization are being

applied; this check list is reproduced in Appendix I to this report.

-
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4. Restructuring the Organization

4.1 Principles of organization

Based on the findings of the analysis suggested above the organizer

should proceed to develop the "ideal" organization. Brech, Chap. 6 recommends

a set of principles of organization structure to be observed by organization

designers. These principles are concerned with achieving effective and

clear subdivision of the management tasks (as relevant to the circumstances

concerned) while maintaining integrated unity in action. Some of Brech 's

principles are listed below.

(1) The tasks of all members of an enterprise, or of all its divisions,

departments, sections, etc. should be clearly defined, preferably in writing;

the definition should also specify the (formal) relations of each particular

member or section to any others with which there is to be active contact.

(2) When the size of the enterprise necessitates subdivision of execu-

tive and supervisory tasks, the most useful division is into groups of

major related activities, determined by specialization of function (e.g.

finance, marketing, production, etc.) or operation (e.g. divisionalization

by product)

.

(3) When the increasing size or activity of an enterprise threaten to

impair the effectiveness of management through the overloading of executive

and supervisory members, appropriate delegation of duties to lower levels

in the direct line or to staff members should be made; appropriate provision

has then also to be made to ensure continuous effective coordination.

(4) The definition of responsibilities and relationships forming an

organization structure should provide;

(a) a single chief executive responsible to the policy-forming

body (e.g. the board of directors) for the effective conduct
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of the operations of the enterprise;

(b) adequate decentralization of decision through the delega-

tion of tasks and authority;

(c) clear lines of responsibility linking the chief executive

with the various points of decision or operation;

(d) the span of control of a superior limited to a reasonable

number of subordinates;

(e) the integration of staff departments in such a way as

not to impair the clear lines of responsibility and command.

(5) If tasks are properly defined, the delegation of tasks, and its

acceptance, automatically implies delegation of the corresponding authority

to make decisions, to control appropriate resources, and to secure the carry-

ing out of the appropriate activities. If limitations are intended to apply

to any executive's duties and authority, they should be specifically mentioned

in the position descriptions. When duties are delegated, a superior is still

to be held accountable for all the relevant activities of subordinates within

his jurisdiction, whether he has issued specific instructions for such acti-

vities or not.

(6) An organization structure cannot be regarded as immutable. It

must be flexible enough to admit adjustments when required by changes in

basic circumstances.

These principles may be complemented by some organization criteria

suggested by Kemball-Cook, p. 91:

(7) Managers of the principal functions should answer directly to the

chief executive.

(8) The number of organization levels should be the minimum number

needed for the size and character of the business; the number is of course

partly, and inversely, dependent on the sizes of the spans of control. An



No.
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(e) reporting relationships not clear;

(f) confusion as to allocation of task responsibilities;

(g) excess of irrelevant paperwork;

(h) misuse of skilled staff on unskilled work;

(i) no function exists for planning the long term future of the

business itself, and the organization changes needed for that

future.

Brech, p. 157-159 presents an even more detailed list of common weak-

nesses found in organizations.

4.2 Developing the ideal organization

Once the deficiencies of the present organization have been identified,

the next step is to plan the ideal organization structure. This is done by

considering the company's major goals, long- and short-term, the types of

work that will be needed to meet them, and the overall situation of the

company and its environment. Of course, the ideal structure should correct

the deficiencies of the present structure.

The analysis of interviews, questionnaires, and data from all available

sources will lead to the identification of the tasks necessary to be

performed and of the roles (or positions) in the organization. One method

of matching tasks with roles is the Linear Responsibility Chart in which

arranged along the upper edge are all the roles in the management and staff

being reviewed; down the left hand vertical axis are plotted all the tasks.

In the squares of the body of the matrix can be entered symbols to show

which roles have a responsibility of one kind or another for each task

(Fig. 3).
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Linear Responsibility Chart (excerpts)

KEY TO SYMBOLS
X Work is done
1 General supervision

2 Direct supervision over work done

3 Supervision with coordination

4 Decision on points specifically submitted

5 Person must be consulted

6 Person must be notified

7 Person may be called in for exchange of views

Establish overall company objectives

Approve overall company plans

Direct overall operations

Approve company expansion plans

Control public relations

Coordinate line and staff departments

Assist president in administrative routine

Conduct organization studies

Fig. 3 (Source: [8], p. 218)

More complex matrices can be set up for different offices, departments,

or divisions as shown in the chart (see Fig. 4) drawn for a division

of the Lockheed Aircraft Corporation (Dale (1967), p. 220).

There are still other techniques for sorting and summarizing informa-

tion to enable the organizer to put together job descriptions and to

systemztize the assignment of tasks to departments. Many of these are des-

scribed in Kemball-Cook, Chap. 6-11; Chap. 10 of the book presents four

case studies of reorganization.

The work of those who handle the mechanics of the job concludes with

a report and recommendations. A classic example of an organization report

is that prepared by Alfred P* Sloan, Jr., and his associates at General

Motors (reprinted in Ernest Dale - editor -, Readings in Management: Landmarks
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Lockheed Aircraft Corporation
Missile Systems Division—Product Planning Branch

PLANNING FUNCTIONS, TYPE AND EXTENT OF ACTIVITY, AND ORGANIZATIONAL RELATIONSHIPS
AUGUST 1957
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Directs

oc Pertorms
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(I)
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2. LMiO aperational punning
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i within LM5D authority:

al.

outside LMSD authority .

- military

2. Nest product* ptr*i
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and New Frontiers, McGraw-Hill, New York, 1965, pp. 215-219)

In general, the table of contents of an organization report might

read as follows:

(1) Objectives of the study.

(2) Basic company characteristics. This section may cover the produc-

tion process, the manner of selling, recent changes in marketing and distri-

bution, and the prospects and implications of further growth.

(3) An appraisal of the present organization. This might include

the present organization chart, a summary of the major responsibilities

of the principal executives, and a description of the principal shortcomings

found, such as inadequate help from the board of directors, overloading of

top management, lack of unity of command, lack of coordination among

purchasing, warehousing, inventorying and transportation, or inadequate

control.

(A) Principal recommendations for organization improvement. This

section should cover the changes recommended, with charts and tentative job

descriptions for the principal positions.

(5) Recommendations on installation of the plan.

(6) Other opportunities for improvement, such as sales improvement,

inventory control, long-range planning, a rationalized salary program, an

appraisal and incentive system, and more flexible controls.

The report is to be discussed first with the chief executive or whoever

has sponsored the study; any necessary changes should be made and further

discussions held with other executives if the sponsor agrees. This is an

extremely delicate aspect of the reorganization process because one cannot

hope to please everybody. However, the major objections should be ascertained
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and it must be determined to what extent they are based on logical grounds.

The "ideal" organization developed as described above should not be

implemented immediately, even if this were possible. Indeed, if a major

reorganization is planned it would usually require such profound changes

that personal relationships would be destroyed or gravely harmed; often, a

serious disruption of morale might result. The main problems the organizer

should be aware of are:

(1) The instinctive individual reaction to any change in organization

is the thought that it poses a threat to security - sometimes as a direct

threat to the tenure of one's job, always as a threat to status and chances

of promotion. It is entirely rational to have doubts as to one's suitability

for an unfamiliar role.

(2) Taking away some of the functions a man has been performing may

be interpreted as a demotion even if no loss of status or pay were associated

with his job restructuring.

(3) Any change, if imposed from outside one's working group, may' be

interpreted as a criticism of the current performance, and will be resented.

(4) There is an anxiety that a stranger to a department (consultant

from outside, or a member of a top management group) cannot really under-

stand all the details of the department's operations, and that a new organi-

zation will be unworkable.

(5) The learning of new habits of work, required by a new role, will

be doubly difficult because first the unlearning of old habits of work and

behavior should take place.

(6) The new structure and roles will probably lead to the dissolving

of some working groups and to the disruption of informal groups. This is

likely to elicit resistance to change on the part of these groups.
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These fears or stresses are real, and cannot be entirely relieved by

wise treatment, but the strain can be rendered acceptable by common sense

and consideration. Thus, setting new opportunities for developing new

skills and giving wider scope and recognition of proven abilities would

alleviate the felt threat to security and the fear of criticism. Against

the difficulty of unlearning habits can be set programs of retraining, and

the provision of as much time as is possible, to allow the pace of change

to be acceptable. Suspicion of the ignorant stranger should be counterbalanced

by consultation and explanation of the reasons for the changes and of the

stranger's role.

It is exceedingly important that those subject to the studies and

changes be fully involved in the analysis and implementation. This involve-

ment will be manifest in the preliminary announcement of the purpose and

methods of the analysis; then, the interviews will provide ideal opportunity

for the organizer to explain the analysis and to make personal contact

with each individual. At every stage of the reorganization program, therefore,

there is a need for good leadership by those responsible for the project.

Dale (1967), Chap. 14, recommends that both a long-range plan and a

short-range plan be set up. The short-range plan should attempt to remedy

or alleviate some of the most serious and pressing difficulties that the

study has pointed out. The way from the short-range plan to the long-range

plan certainly needs to be prepared. This essentially involves the prepara-

tion of a long-range manpower policy with provision for executive education

and promotion.

Some changes will, of course, have to be undertaken regardless of oppo-

sition. But, except when the deficiencies are grave, gradualism is always

preferable to hasty action.
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4.3 Who should handle the mechanics of reorganization?

The mechanics of a major reorganization are time consuming: gathering

information on the present organization through questionnaires and inter-

views, determining the possible ways in which the objectives of the reorganiza-

tion may be met, drawing the charts, and preparing the manuals.

If the company has an organization specialist or an organization depart-

ment, he or it will generally handle the mechanics.

Where there is no organization department, the function is generally

assigned to one of the other departments or to a committee. Dale (1967),

Chap. 13) reports that a survey conducted by the American Management

Association showed that in some large companies without organization depart-

ments the substitute arrangements were as follows:

"- handled by administrative staff;

- performed by administrative assistant to the president;

- performed by a committee reporting to the board of directors;

- handled by the corporate personnel department;

- responsibility in hands of the line managers."

In smaller firms the controller or treasurer or the industrial relations

director, or an assistant to the chief executive may handle the mechanics

of reorganization in addition to their duties.

A possibility is to organize a task force including the heads of major

functions under the direction of the chief executive. Although these task

forces have the advantage of bringing together much expertise and a good know-

ledge of the current organization, as well as the advantage of inducing

cooperation on the part of the participating executives, the existence of

really big power struggles and the continuous lack of executive spare time

might make this approach infeasible or unwise.
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It is suggested that, where the company is large and no organization

department exists, the chief executive should take complete responsibility

for the changes and supervise the job with assistance only from staff groups

or consultants.

Outside consultant (s) may be used to either supplement the company

organization department or, more commonly, to assist the company president,

some other executives, or perhaps a committee with the reorganization job.

Consultants present the advantage of high expertise and objectivity with

respect to possible power struggles, but they may be handicapped by unfami-

liarity with the industry and the company.

The implementation work need not involve the analyst team but can be

assigned to managers and staffs themselves; thus the personnel department

may be responsible for the training and relocation of staff whose roles are

changed, while the organization department can undertake the design of new

forms and procedures. The top management and the department heads, supported

by the analyst, will of course be directly responsible for explaining the

changes and their consequences to all members of the organization who are not

already familiar with the proposals through personal involvement. The role

of the analyst is likely therefore to be a part time servicing role, advising

and monitoring rather than executing the implementation work himself.

In addition to the general procedure outline in this report, in

developing the ideal organization particular attention should be paid to the

experience of other companies that have adopted various forms of organization -

both overall and for specific departments. This comparative approach is

valuable, for often some other company has already solved some of the problems

the organizer is confronting. In this sense, the following books can prove

beneficial to the organizer:
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Johannsen - is a collection of annotated organizational charts.

White - the first part of the book contains brief discussions of

theoretical issues; the second part presents organization charts

for different companies, and explanations.

Chandler (1962) - the history and structure of Du Pont, General

Motors, Standard Oil Company (New Jersey), Sears, Roebuck and

Co.



34

BIBLIOGRAPHY

1. Ackoff, R., A Concept of Corporate Planning . Wiley, New York, 1970.

2. Anthony, R. N. , Planning and Control Systems - A Framework for Analysis .

Harvard University, Boston, 1965.

3. Barnes, M. C. , Fogg, A. H., Stephens, C. N. , and Titman, L. G.

,

Company Organization - Theory and Practice . George Allen and Unwin, Ltd.

,

London, 1970.

4. Beckhard, Richard, Organization Development: Strategies and Models .

Addison-Wesley, 1969.

5. Blau, Peter M. , and Scott, Richard W. , Formal Organizations - A Comparative
Approach . Chandler Publishing Company, San Francisco, 1962.

6. Branch, Melville C. , The Corporate Planning Process . American Managemnt
Association, New York, 1962.

7. Brech, E. F. L. , Organization - The Framework of Management . Longmans,

London, 1965.

8. Chandler, Alfred D. , Jr., Strategy and Structure: Chapters in the History
of the American Industrial Enterprise . The M.I.T. Press, 1962.

9. Dale, Ernest, Organization . American Management Association, New York,

1967.

10. Dale, Ernest, Management: Theory and Practice . McGraw-Hill Book Company,

New York, 1965.

11. Dale, Ernest (editor), Readings in Management: Landmarks and New Frontiers .

McGraw-Hill, New York, 1965.

12. Galbraith, Jay, Designing Complex Organizations . Addison-Wesley,
Reading, Massachusetts, 1973.

13. Hicks, Herbert G. , The Management of Organizations: A Systems and

Human Resource Approach . McGraw-Hill Book Company, New York, 1972.

14. Johannsen, H. , Company Organization Structure . British Institute of

Management, London, 1970.

15. Katz, Robert L. , Management of the Total Enterprise . Prentice-Hall, Inc.,

1970.

16. Kemball-Cook, R. B. , The Organization Gap - Designing Practical Organization
Structures and Management Information Systems by The Use of Decision
Centre Analysis . George Allen & Unwin, Ltd., London, 1972.

17. Lorange, P., "Formal Planning Systems - The State of the Art". Sloan
School of Management, M.I.T. , Working Paper No. 746-74, Oct. 1974.

18. March, J. G. , and Simon, H. A., Organizations . John Wiley & Sons,
New York, 1966.

19. Miner, John B. , The Management Process - Theory, Research, and Practice .

The Macmillan Company, New York, 1973.

20. Mott, Paul E. , The Characteristics of Effective Organizations . Harper &
Row, Publishers, New York, 1972.



35

21. Newman, A. D. , and Rowbottom, R. W. , Organization Analysis - A Guide

to the Better Understanding of the Structural Problems of Organizations .

Southern Illinois University Press, Carbondale and Edwardsville, 1968.

22. Newman, W. H. , Summer, C. E. , and Warren, E. K. , The Process of Management •

Concepts, Behavior, and Practice . Prentice-Hall, Inc., Englewood Cliffs
N.J., 1967.

23. Newman, William H. , Administrative Action - The Techniques of Organization
and Management . Prentice-Hall, Inc., Englewood Cliffs, N.J., 1963.

24. Simon, H. A., The New Science of Management Decision . Harper & Bros
New York, 1960.

25. Steiner, G. , Top Management Planning . Macmillan, New York, 1969.

26. White, K. K. , Understanding the Company Organization Chart . American
Management Association, New York, 1963.



36

Appendix I CSource: J15J, p. 192-195)
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