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PART 1 » THE ORGANIZATION AND ITS ENVIRONMENT

“lgure 201 The Top-Management Hierarchy
This chart shows the ranking of the positions in the hierarchy, not necessarily the typical reporting
relationships.
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There are two kinds of directors: inside directors and outside directors. Inside di
tors are directors who also hold offices in a company’s formal hierarchy; they are full-t
employees of the corporation. Outside directors are not employees of the company; m
are professional directors who hold positions on the board of many companies, or they
executives of other companies who sit on other companies’ boards. The goal of having :
side directors is to bring objectivity to a company’s decision making and to balance
power of inside directors, who obviously side with an organization’s management. In p
tice, however, inside directors tend to dominate boards because these people have ac
to the most information about the company, and they can use that information to influe
decision making in management’s favor. Moreover, many outside directors tend to be ]
sive and serve as a rubber stamp for management’s decisions. It has been claimed -
many of the problems that have arisen, and still are arising, in companies suct
Computer Associates, Walt Disney, Bank of America, HP, and other companies are








