                                                 Chapter 4

                          Principles of Organizational Design

Overview



_________________________________________________________________

Introduction
This chapter describes traditional and modern principles of organizational design, which should be considered:

· when organizations are first developed, and 
· when they are restructured (including A-76 or re-engineering).



_________________________________________________________________

Learning Objectives
Without references participants will identify correctly:


At least 4 traditional design principles


At least 4 modern design principles

With references participants will describe briefly how to improve the span-of-control in three provided case studies.



_________________________________________________________________

Importance of Design Principles
Design principles are important because they enable managers, HR professionals, and other advisors to create, modify, and enhance organizations.  They enable creation of a winning MEO.  

Design principles also help in the evaluation of alternative organizational structures.



_______________________________________________________________________

In this Chapter  This chapter includes the following topics.
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       4-5

Modern Design Principles (Lawler)
       4-6

Examples of Span-of-Control (exercise)
       4-7



_________________________________________________________________
Key Question



___________________________________________________________

Based on your experience, what are the key organizational design principles?  Write your answers below.



_________________________________________________________

_________________________________________________________

_________________________________________________________

_________________________________________________________

_________________________________________________________

_________________________________________________________

_________________________________________________________

Traditional Design Principles



_________________________________________________________________

Introduction
This map explains six traditional design principles.



___________________________________________________________

Six Principles
Government organizations have tried to be efficient and effective by:


Using natural work units


Selecting an effective span-of-control


Designing career ladders


Avoiding obvious hazards


Maintaining a bias against layering


Using deputies cautiously



_________________________________________________________________

Definitions
The descriptions of the six principles are listed in the table below.

         Principle
                           Description

Natural work units
The size of a unit varies with the work performed.  Avoid large teams of 11 or more.

 Example: a fire crew is based on the type of truck the crew operates.  

Span-of-control
The average span was about 1:8 when President Clinton exhorted all federal agencies to double their supervisory ratios.  Organizations can increase their first-line span-of-control and eliminate unnecessary management layers.

Career ladders
The structures developed for organizational units should balance management’s need for succession planning with employees’ needs to compete for promotion.

Obvious hazards
Organizational structures should avoid such problems as unbalanced workload, duplication of effort, misleading or vague titles, excessive use of deputies or assistants, empire-building, chronic understaffing, incompatible missions, etc.

Bias against layering
Structures should include as few layers of management as possible.  Deputies are useful when they replace a layer of supervision.

Deputies
Organizations that eliminate management layers and utilize a large span-of-control may need a deputy position to assure effective communication.



_________________________________________________________________

Modern Design Principles (Nadler)



_________________________________________________________________

Introduction
This map explains design principles recommended by David Nadler.



____________________________________________________________

Nadler’s Principles
Modern design principles described by Nadler include:


Focusing on micro-enterprise units


Designing from the center of an organization outward


Emphasizing processes before structure


Using teams as building blocks



_________________________________________________________________

Descriptions
The table below lists descriptions of Nadler’s design principles.
      Principle
                              Description

Micro-enterprise units
These are the natural clusters of people and resources which provide a product or service.  By focusing on these discrete units a designer can minimize overhead structure in an organization and maximize value created for customers.

Center outward
Instead of beginning design at the “top” or “bottom”, start with the enterprise units in the middle or center.  Then add necessary support staff and management.  Streamline the processes which interact with customers and suppliers at the boundaries of the organization.

Processes before structures
The proper pattern of departmentation—the organization’s structure—won’t be evident until key processes have been described and streamlined.  Draw organizational boundaries around those processes.  Avoid the pitfall of forcing processes onto a pre-determined structure.

Teams as building blocks
Government organizations typically use individual positions or jobs as building blocks.  Nadler recommends teams.  Teams create products or services which offer customer value.



_________________________________________________________________

Modern Design Principles (Rummler)



________________________________________________________________

Introduction
This map explains the design principles recommended by Geary Rummler.



__________________________________________________________

Design Principles
The five design principles recommended by Rummler are:


Minimize the number of interfaces


Maximize the proximity of internal customers and suppliers


Use optimum span-of-control


Minimize the number of management layers


Maximize clarity (no fuzzy boundaries)



____________________________________________________________

Descriptions
The table below lists the descriptions of Rummler’s principles.

         Principle
                          Description

Minimize interfaces
As the number of people who handle a transaction increase, so does the probability of delay or error.  

· Minimize the number of steps in a process.  
· Minimize the number of signatures or reviews to authorize action.

Maximize customer and supplier proximity
The few contacts that remain after the above principle is considered are probably the important contacts.  Stay up-to-date on what suppliers can provide and what your customers really need.

Use optimum span-of-control
The optimum span might be narrow or wide, depending upon the type of work directed.

Minimize management layers
Too many managers stifle employee performance and delay decision-making.

Maximize clarity
Fuzzy boundaries and overlapping functions spell disaster, especially in bureaucratic organizations.



_________________________________________________________________

Reference
For more information read Improving Performance by Geary Rummler and Alan Brache (San Francisco, CA:  Jossey-Bass, 1990).



_________________________________________________________________

Modern Design Principles (Lawler)



________________________________________________________________

Introduction
This map explains the design principles recommended by Edward Lawler.



___________________________________________________________

Lawler’s 6
Lawler’s principles are listed in the table below.
Principles

               Principle
                        Description

Organizations can be the ultimate competitive advantage.
Structures and processes can be used to leverage quality and productivity, to create high employee involvement, to improve the organization’s bottom line.

Involvement is the most effective source of control.
By managing employee involvement one can create customer value and enhance organizational performance.  Traditionally, managers know business targets but not how to achieve them in the work.  Employees know how to improve the work but typically have no reason (incentive).

All employees must add significant value.
Structures and processes must reflect value-added work by each employee.  Managers and staff experts aren’t the only people who create value.

Lateral processes are the key to organizational effectiveness.
As organizations increase in size, it is imperative to link the efforts of different units or functions.  All functions are needed to create effective performance.

Organizations should be designed around products and customers.
Traditional functional structures create barriers.  Product and customer patterns of departmentation can:

· break down barriers 

· increase lateral communication, and 

· assure that every employee performs value-added work.

Effective leadership is the key to organizational effectiveness.
It takes leaders to create and improve structures and processes—the total organizational architecture.



____________________________________________________________

Reference
For more information read From the Ground Up:  Six Principles for the New Logic Corporation (San Francisco, CA:  Jossey-Bass, 1996).



____________________________________________________________

Supervisory Ratio Exercise #1
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        Exercise #3:  Night Vision Branch
[image: image4.wmf]Government Office X

Total:  32 Positions, 4 Supervisors, Ratio=1:7.0

Per National Performance Review, this is no longer an acceptable

organizational structure.   Identify possible improvements

(8) Workers

GS-05 to GS-12

(1) Secretary

GS-318-04

Branch Chief

GS-12

(8) Workers

GS-05 to GS-12

(1) Secretary

GS-318-04

Branch Chief

GS-12

(8) Workers

GS-05 to GS-12

(1) Secretary

GS-318-04

Branch Chief

GS-12

Division Chief

GS-13

Secretary

GS-318-05











� EMBED Word.Picture.8  ���





� EMBED OrgPlusWOPX.4  ���





� EMBED Word.Picture.8  ���








1
1

[image: image5.wmf]Government Office X

Total:  32 Positions, 4 Supervisors, Ratio=1:7.0

Per National Performance Review, this is no longer an

acceptable organizational structure.   Identify possible

improvements

(8) Workers

GS-05 to GS-12

(1) Secretary

GS-318-04

Branch Chief

GS-12

(8) Workers

GS-05 to GS-12

(1) Secretary

GS-318-04

Branch Chief

GS-12

(8) Workers

GS-05 to GS-12

(1) Secretary

GS-318-04

Branch Chief

GS-12

Division Chief

GS-13

Secretary

GS-318-05

[image: image6.wmf]Span of Control=

1:6.7    This is unacceptable.  Indicate possible

improvements.

(4) GS-343-12

(6) GS-343-11

(1) GS-343-09

(1) GS-344-07

Manpower Branch

GS-343-13

(3) GS-343-12

(2) GS-343-11

(1) GS-343-09

(2) GS-344-07

Methods Improvement Branch

GS-343-13

Office of the Chief

GS-343-14

[image: image7.wmf]Span of Control: 1:3.7 (3 supervisors and 1 leader

)    This is unacceptable.  Indicate

possible improvements.  Which positions are 

misclassified?

Management Assistant

GS-344-07

(3) GS-1910-12

Qual 

Assur Spec

RDT&E Chief

     GS-1910-13

(3) GS-1910-12

Qual 

Assur Spec

Product Systems Chief

GS-1910-13

(3) GS-855-12

Electr Engineer

RAM 

Engr Leader

GS-801-13

Branch Chief

GS-801-14

_1005729142.doc


Span of Control=1:6.7    This is unacceptable.  Indicate possible







improvements.







(4) GS-343-12







(6) GS-343-11







(1) GS-343-09







(1) GS-344-07







Manpower Branch







GS-343-13







(3) GS-343-12







(2) GS-343-11







(1) GS-343-09







(2) GS-344-07







Methods Improvement Branch







GS-343-13







Office of the Chief







GS-343-14












_1005729151.doc


Span of Control: 1:3.7 (3 supervisors and 1 leader)    This is unacceptable.  Indicate







possible improvements.  Which positions are misclassified?







Management Assistant







GS-344-07







(3) GS-1910-12







Qual Assur Spec







RDT&E Chief







     GS-1910-13







(3) GS-1910-12







Qual Assur Spec







Product Systems Chief







GS-1910-13







(3) GS-855-12







Electr Engineer







RAM Engr Leader







GS-801-13







Branch Chief







GS-801-14












_1005728603.bin

