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Daniela Rodd was excited at the prospect of being appointed manager of the new Sonseca-2
plant and was preparing for her final meeting with the industrial vice president (IVP) and general
manager of operations to confirm whether she would accept the promotion the company had
offered her. They planned to discuss the terms of her official transition to the new role, which
was to take effect within three months, just as the fall 2014 campaign got underway.

Globaltex, the parent company of a small European family-owned multinational group
headquartered in Milan, Italy, specialized in the production of knit fabric, garment assembly,
and finishing of knitwear. The company operated primarily as a supplier to major retail brands
in the apparel market and had divided its units into two main divisions—commercial and
industrial—each managed from its headquarters, by a vice president, general manager.

By 2030, the company aimed to become a benchmark supplier to leading fashion retail brands
such as Zara, H&M, Primark, Mango, Marks & Spencer and Cortefiel. To achieve this goal, they
would need to implement advanced logistics technologies to support e-commerce operations,
circular economy initiatives, and smart textile innovations.

Although the group had successfully navigated the severe global crisis of 2008, to do so it had
been forced to close three units and sell two other businesses that were not closely related to
apparel manufacturing. In 2013, a private equity fund specializing in corporate turnarounds
acquired a 49% stake in the company. The remaining ownership was held by two families
connected to the original industrial partners. Right after the fund investment, Globaltex
established its first formal and active board of directors. The fund representatives had requested
seats on the board, with responsibility for areas related to strategic capital allocations (such as
investments) and veto authority over operational fund allocation decisions. Also at the fund’s
request, from 2015, the founding families would be represented only on the board and would
no longer participate in management.
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The Sonseca plant (Toledo, Spain) was one of the oldest of Globaltex’s eight production units.
Specializing in outerwear for the women’s market, the plant had been losing competitiveness since
the mid-1990s due to the gradual adoption of new production technologies, the emergence of
groups with new business models (such as Inditex), and the rise of the fast fashion market.!

Starting in 2015, the new plant would be managed as a profit center. From the outset, Rodé
would be responsible for overseeing all functional areas and personnel management (including
roles, performance evaluation, compensation, training, and promotion). One of her primary
responsibilities would be to provide a prompt and satisfactory response to requests from
commercial management.

Both senior management and Rodd herself recognized that the new position had unique
characteristics. Rodé had requested some time to assess the situation she would find herself in
and the new relationships it would entail before accepting the position. She knew the directors
at headquarters personally but had interacted with few people at the plant level.

All production operations—from the purchase of raw materials and spinning to the various
intermediate stages of textile manufacturing, finishing, and delivery to the commercial unit—were
under the supervision and control of the IVP—general manager of operations (see Exhibit 1). The
IVP, aged 59, had held the position since his company’s integration into Globaltex in 2006.

For many years, the group operated under a traditional, highly centralized functional structure
with a predominantly hierarchical and autocratic management style. In the early years, the
company operated its first two manufacturing plants without plant managers to encourage
cross-functional agreement at each facility. However, it soon became clear that functional
directors at headquarters needed to be heavily involved in decision-making at the plant level,
which ultimately led to centralization. To date, none of the plants had had a general manager.
Instead, each plant’s functional departments reported directly to their respective corporate-
level functional directors at headquarters, who were the top executives for each functional area.
For example, the head of quality control at each plant reported to the quality control director at
the Milan headquarters. Rodd would make purchasing decisions, but would rely on centralized
purchasing from regional suppliers.

The private equity fund had called for increased professionalization of the company. However,
as of 2014, the group had not implemented a single formal evaluation system, performance-
based variable compensation, or an operating management committee.

Rodd knew that, in senior management’s view, the operation of the Sonseca plant had not been
satisfactory since 2003. At a recent meeting, the board of directors, with the approval of the owner
families and the CEO, had decided to build a new plant in another part of the region, primarily to
experiment with new production methods. Plans included incorporating state-of-the-art
machinery (flat-knitting machines for producing complete garments), which would drastically
reduce the need for garment assembly and enable Globaltex to compete on quick turnaround.
This approach had proven highly successful for some manufacturers, who had achieved strong
operational integration, though other competitors had been more cautious in their investments,
as they viewed the technology as very demanding in terms of management systems.

Significant and urgent progress in cost reduction and product quality improvements was needed
for the company to achieve competitive leadership and develop some advantage as a supplier

1 Fast fashion garments are not tied to a specific collection; items are never repeated and are constantly changing to
respond quickly to market demands.
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of fashion products. The new plant, Sonseca-2, was expected to lower process costs, reduce the
need for direct manufacturing labor, and provide greater flexibility to adapt to customer
requests. The planned mix of new manufacturing methods, state-of-the-art machinery, and
innovative material combinations had not been tested anywhere else in the company. Some key
aspects would be completely new to the employees.

Rodo had been informed that Globaltex’s top management was questioning the effectiveness of
centralized control over manufacturing operations and wanted to test the viability of a decentralized
approach with the launch of the new plant. They felt it was essential to have a representative from
general management on-site to ensure the success of the new manufacturing methods and
organizational structure.

At 45, Rodd had risen through the ranks in the group’s central administration and management
control department, ultimately holding the positions of head of cost management and director
of accounting over the past six years. She had demonstrated strong analytical and organizational
skills. Rodd was dedicated, loyal to the company, and highly regarded. She had a strong work
ethic and was focused on achieving agreed-upon results. Some saw her as the company’s
efficiency expert, while others felt she was too much of a perfectionist and prone to getting lost
in the details. Aware of these mixed opinions, she said:

This will be my first major line position. If | accept this responsibility, I'll have to navigate a
number of changes. As the manager of the new plant, I'll need to implement new methods
and processes, but most importantly, I'll need to build new relationships to achieve the
expected results. Up until now, all functionalplant-level managers have reported directly to
a functional director at the Milan headquarters. Now, they’ll report to me—and to nearly all
of them, I’'m a complete unknown.

When the industrial vice president called me into his office to inform me of the promotion
offer, he asked me to meet with each of the corporate-level functional directors. The
directors of quality control, production, and labor relations told me that they would relay all
directives from headquarters directly to me, the plant manager, and that they would end
their direct connection with their respective counterparts at the plant.

The other four directors at headquarters acknowledged that the functional managers at the
plant would report to me as the plant manager and would be required to follow my
instructions. | would be responsible for their salaries and promotions, but they suggested
following the common practice in many companies of maintaining a functional dotted-line
relationship with these plant managers.

I’'m aware that having these two different types of relationships between the plant and
headquarters could cause me significant problems.

Exhibits 1 and 2 present the organization chart and the relationships within the organization, as
described above, both before and after the proposed change.

Exhibit 3 shows examples of new garments that illustrate the successful results achieved using
complete garment technology, which eliminates the need for traditional garment assembly.

Exhibit 4 shows finished garments coming out of the new flat-knitting machines.
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