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Welcome to 

“ground up”

Where other authors entered the essentials
market with “ground down” versions of their

hardback editions, we entered it with a book
developed from the “ground up” to effectively and

efficiently teach Introduction to Business. We focused on the needs of

the essentials market from the very beginning. There is so much information available to

students today: the Internet, magazines, newspapers, television, radio, encyclopedic textbooks,

trade books—the list is endless. You can overwhelm a student with too much information too

soon in providing an understanding of the world of business. Our goal is too selectively provide

the right balance of content and application to engage students and heighten their interest in

studying about business concepts.

Our book has been successful because we provide a real-world, comprehensive framework in a compact

format. Examples, boxed features, and video cases are up to date and make business come alive for

students. Our Web site and supplementary classroom teaching materials provide support to enhance the

learning experience. When we started revising the fifth edition, 24 Introduction to Business instructors

were asked to provide reviews of each chapter. This analysis yielded strong praise for the previous

edition, but also provided directions for continued improvement. The consensus indicated the need

for greater balance in coverage of topics, avoiding the overemphasis of trendy business fads. We

gained insight into the types of companies and nonprofit organizations to focus on in the boxes,

examples, and cases that are most useful in the classroom.

We would like to welcome Linda Ferrell, University of Wyoming, to the author team. Linda

brings a rich background of business experience as well as a successful academic career to

the team. As an advertising account executive on the Pizza Hut and McDonald’s

accounts, her experience in working with franchisees, agencies, and corporations has

filtered into the book. Her small business experience working with small retailers

has broadened our perspective and appreciation of this area. She also

pioneered and co-developed the role-playing exercises at the end of

each part. With her Ph.D. in management from the University of

Memphis, she complements the author team in content

specialization.

vi
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There have been many dramatic changes in business since the

fourth edition was published. We have learned that the Internet and 

e-business continue to evolve, but have not completely reshaped the world of

business. We explore Google’s success in e-commerce and its “dutch auction” method of

selling its stock. The interface between business and government has become even more

significant as government policies have affected interest rates, regulations, and entire

industries (such as accounting). The ramifications of the Sarbanes-Oxley Act and corporate

governance are integrated at the appropriate level for this course. At the moment, the

dramatic growth of developing countries such as China is having a tremendous impact on the

prices of commodities and on global competition. Outsourcing has become a popular way for

businesses to stay competitive, but is controversial among workers and communities negatively

affected by such decisions. Companies such as IBM are examined to understand the business

rationale on outsourcing as well as the role of countries such as India in the outsourcing debate.

These as well as many other evolving issues are carefully addressed in the fifth edition.

One thing we’ve learned over the last few years is that business has to be open and fair to all

stakeholders, including investors, employees, customers, and members of society. We explore the

Enron, WorldCom, and Parmalat business failures that affected many of us. On the other hand,

we look at the highly responsible acts of companies such as Hershey Foods, Starbucks, and

Home Depot. Introduction to Business students need to understand that most businesses are

responsible and have value systems that encourage and even require ethical and responsible

conduct. On the other hand, the conduct of some business leaders and their organizations has

damaged the reputation of the world of business. Students need to discuss and understand these

events to be able to defend business and develop as ethical business leaders. The fifth edition

integrates these concerns into every chapter in content, examples, and boxes. We have written a

supplement for instructors on teaching business ethics in Introduction to Business.

the best value available for helping to
teach — and learn —

Our hope is that all of our readers, students and instructors

alike, find Business: A Changing World to be what we have

striven to make it: 

Introduction to Business.

–O.C., Geoff, Linda

the Fifth Edition

vii
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Created from
the ground up,

The Freshest Topics
and Examples

The best selling paperback text on the market, Business: A Changing World was
built from the ground up—that is, developed and written expressly for faculty
and students who value a brief, flexible, and affordable paperback with the most
up-to-date coverage available.

Conversly, most brief Intro to Business textbooks on the market today are simply
“ground-down” versions of much longer hardcover books. None of these books is
truly designed to meet the needs of students or instructors; they’re afterthoughts,
products chiefly designed to leverage existing content, not to help you teach your
course.

With market-leading teaching support and fresh content and examples, Business:
A Changing World offers just the mix of currency, flexibility, and value that you
need. It is the fastest-growing book—and the best value available—in the brief
Introductory Business market.

What sets Ferrell/Hirt/Ferrell apart from the competition? An unrivaled mixture
of current content, topical depth, and the best teaching support around:

Because it isn’t tied to the revision cycle

of a larger book, Business: A Changing

World inherits no outdated or irrelevant

examples or coverage. Everything in the

fifth edition reflects the very latest

developments in the business world, from

Google’s “dutch auction” approach to

selling its stock, to the controversy over

outsourcing. In addition, ethics continues

to be a key issue and Ferrell uses

“Consider Ethics and Social

Responsibility” boxes to instill in students

the importance of ethical conduct in

business.

viii
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not ground
down

It’s easy for students taking their first steps into business

to become overwhelmed. Longer books try to solve this

problem by chopping out examples or topics to make ad

hoc shorter editions. Business: A Changing World

carefully builds just the right mix of coverage and

applications to give your students a firm grounding in

business principles. Where other books have you

sprinting through the semester to get everything in,

Ferrell allows you the breathing space to explore topics

and incorporate other activities that are important to

you and your students.

Just Enough of a Good Thing

Teaching Assistance that
Makes a Difference

The first and often most serious hurdle in teaching is

engaging your students’ interest, making them

understand how textbook material plays a very real

role in real business activities. The instructor’s

material for Business: A Changing World is full of

helpful resources that enable you to do this, including

detailed teaching notes and additional material in the

Instructor’s Manual, even for each text part’s role-

playing exercises. Furthermore, the new Active

Classroom Resource Manual is loaded with

additional team projects, cases, and exercises.

There’s much more to  Business: A Changing World,
and much more it can do for your course. To learn about Ferrell’s great

pedagogical features and top-notch ancillaries, keep reading.

ix
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Getting a Handle
on Business

Chapter Outlines
These provide a useful overview
of all the topics covered in the
chapter, giving students a sneak
preview of what they’ll be
learning. Special expanded
outlines are available on the
book’s Online Learning Center
(see page xvii).

Business: A Changing World’s
pedagogy helps your students get the most

out of their reading, from handy outlines at

the beginning of the chapter to a range of

questions and exercises at the end of it.

Chapter Objectives
These appear at the beginning of
each chapter to provide goals
for students to reach in their
reading. The objectives are then
used in the “Review Your
Understanding,” the summary at
the end of each chapter, and
help the students gauge whether
they’ve properly learned and
retained the material.

CHAPTER OUTLINE

Introduction

Organizational Culture

Developing Organizational
Structure

Assigning Tasks
Specialization
Departmentalization

Assigning Responsibility 
Delegation of Authority
Degree of Centralization
Span of Managment
Organizational Layers

Forms of Organizational
Structure

Line Structure
Line-and-Staff Structure
Multidivisional Structure
Matrix Structure

The Role of Groups and

Organization,
Teamwork, and
Communication

OBJECTIVES

After reading this chapter, you will be able to:

• Define organizational structure and relate how organizational
structures develop.

• Describe how specialization and departmentalization help an
organization achieve its goals.

• Distinguish between groups and teams and identify the types of
groups that exist in organizations.

• Determine how organizations assign responsibility for tasks and
delegate authority.

• Compare and contrast some common forms of organizational

OBJECTIVES

After reading this chapter, you will be able to:

• Define organizational structure and relate how organizational
structures develop.

• Describe how specialization and departmentalization help an
organization achieve its goals.

• Distinguish between groups and teams and identify the types of
groups that exist in organizations.

• Determine how organizations assign responsibility for tasks and
delegate authority.

• Compare and contrast some common forms of organizational
structure.

• Describe how communication occurs in organizations.

• Analyze a business’s use of teams.

x
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Explore Your Career
Options
These end-of-chapter features
offer valuable advice on a wide
spectrum of business career
choices.

Chapter-Opening
Vignette
These anecdotes neatly illustrate
the real-world implications of the
business issues students will
encounter in their reading. A
“Revisit the World of Business”
segment at the end of the
chapter requires students to
return to the Opening Vignette to
answer follow-up questions,
calling on the insight they’ve
gained from reading the chapter.

Solve the
Dilemma
These boxes give
students an
opportunity to
think creatively in
solving a realistic
business
situation.

CHAPTER OUTLINE

Introduction

Organizational Culture

Developing Organizational
Structure

Assigning Tasks
Specialization
Departmentalization

Assigning Responsibility 
Delegation of Authority
Degree of Centralization
Span of Managment
Organizational Layers

Forms of Organizational
Structure

Line Structure
Line-and-Staff Structure
Multidivisional Structure
Matrix Structure

The Role of Groups and
Teams in Organizations

Committees
Task Forces
Teams

Communicating in
Organizations

Formal Communication
Informal Communication
Channels
Monitoring
Communication

NASA Looks Inward Before Going Back 
to the Stars

After the space shuttle Columbia broke up on reentry in 2003, killing all seven
astronauts on board, the National Aeronautics and Space Agency (NASA)
spent more than a year reexamining itself as well as studying the circum-
stances surrounding the catastrophe in an effort to prevent future accidents
in the space program. Barely one year later, NASA was given a new man-
date by President George W. Bush to return humans to the moon, even
while it continued to oversee the construction of the International
Space Station and its ongoing program of unmanned explorations of
nearby planets. To address these challenges, NASA was confronted
with the need for an attitude adjustment.

In addition to careful analysis of the Columbia disaster, NASA employed the
consulting firm Behavioral Sciences Technology (BST) to assess what role
the agency’s values and culture might have played. The consulting firm found
that the agency’s “can-do” culture may have stifled employees’ willingness to
speak out about concerns that ultimately led to the destruction of the Colum-
bia. Astronaut Jim Wetherbee, a veteran of six shuttle missions, said, “There
are a lot of people who won’t speak up. They were afraid of being rendered
ineffective, which at NASA is the equivalent of being fired.” A survey of
NASA’s 19,000 employees found many who shared that view.
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Organization,
Teamwork, and
Communication

Chapter  8

OBJECTIVES

After reading this chapter, you will be able to:

• Define organizational structure and relate how organizational
structures develop.

• Describe how specialization and departmentalization help an
organization achieve its goals.

• Distinguish between groups and teams and identify the types of
groups that exist in organizations.

• Determine how organizations assign responsibility for tasks and
delegate authority.

• Compare and contrast some common forms of organizational
structure.

• Describe how communication occurs in organizations.

• Analyze a business’s use of teams.

continued

However, employees who are not self-motivated team
players are having difficulty getting used to their peers’ au-
thority within this system. Upper-level managers face stress
and frustration because they must train workers to supervise
themselves.

1. What techniques or skills should an employee have to
assume a leadership role within a work group?

2. If each work group has a team representative, what
problems will be faced in supervising these
representatives?

3. Evaluate the pros and cons of the system developed by QS.

Quest Star (QS), which manufactures quality
stereo loudspeakers, wants to improve its

ability to compete against Japanese firms. Accordingly, the
company has launched a comprehensive quality-improvement
program for its Iowa plant. The QS Intracommunication Lead-
ership Initiative (ILI) has flattened the layers of management.
The program uses teams and peer pressure to accomplish the
plant’s goals instead of multiple management layers with their
limited opportunities for communication. Under the initiative,
employees make all decisions within the boundaries of their re-
sponsibilities, and they elect team representatives to coordi-
nate with other teams. Teams are also assigned tasks ranging
from establishing policies to evaluating on-the-job safety.

Solve the Dilemma
Quest Star in Transition

Explore Your Career Options
Flexibility First!

Most business school students major in marketing, fi-
nance, accounting, management information systems,
general management, or sales. Upon graduation, they gen-
erally expect to be hired by a company to do more of what-
ever it is they were trained to do as a student. For example,
an accounting major expects to be an accountant. How-
ever, depending upon the way the company is organized,
the roles played by the employees will differ.

If you are hired by a large, divisionalized company, you
might expect to practice your profession among many oth-
ers doing the same or similar tasks. You are likely to learn
one part of the business fairly well but be completely un-
informed about other departments or divisions. A wise
employee in this situation will learn to request occasional
transfers to other divisions to learn all aspects of the cor-
poration thereby improving his or her usefulness to the

may find that you are
for which you were t
employees are often 
to make the organiz
can come as a shoc
cover that, in additio
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