Chapter 7

                               Steps in Organizational Design


Overview



_________________________________________________________________

Introduction
This chapter explains the steps in organizational design recommended by modern management consultants.

__________________________________________________________

Learning Objectives
Without references participants will:

· List correctly at least 5 steps of Nadler’s design process, and

· List correctly at least 6 steps of Rummler’s design process

With references participants will briefly describe the similarities between the two approaches

__________________________________________________________



Importance of Design Steps
Organizational design steps guide the work of HR staff and line managers as they create organizational change.

__________________________________________________________



In this Chapter
This chapter includes the following topics.

                               Topic
   See Page

Key Question (exercise)
7-2

Nadler’s Design Steps
7-3

Rummler’s Design Steps
7-4

Relationship of Organizational Patterns to Design Steps
7-5


 
_______________________________________________________________________

Key Question



____________________________________________________________

Based on your experience, what are the key steps in organizational design?  Write your responses below.

____________________________________________________________

____________________________________________________________

____________________________________________________________

____________________________________________________________

____________________________________________________________

____________________________________________________________

____________________________________________________________

Nadler’s Design Steps



____________________________________________________________

Introduction
This map explains Nadler’s 7-step model of organizational design.

___________________________________________________________

Seven Steps
Nadler’s seven design steps are summarized below.

   Step
                                       Action

       1
Analyze requirements.  These cover what the organization must accomplish, manpower or resource constraints, and current performance problems.  Consider:

· Customer requirements

· Environmental requirements

· Strategic requirements

       2
Analyze the work process.  How is the work performed now?

Consider:

· Work flow

· Technical elements

· Current structure

Note:  In A-76 studies, these first 2 steps are accomplished in the development of the Performance Work Statement (PWS).

      3
Analyze the social system.  Consider the needs of everyone to communicate, solve problems, pursue career development, and achieve HR goals.  Summarize communication patterns, group structures, norms, informal leadership, etc.

      4
Design the new organization. With the above analysis as a foundation, brainstorm alternative patterns of departmentation.  Consider principles of organizational design and high performance work systems.

      5
Plan the transition.  Flesh out the new organization and determine how you can manage the change process to achieve it.

      6
Implement the new design.  Install the change.

      7
Assess, reflect, and improve.  Monitor organizational and employee performance, identify problems, and intervene.



_________________________________________________________________

Reference
For more information read Organizational Architecture by David Nadler, Marc Gerstein, Robert Shaw, and associates (San Francisco, CA: Jossey-Bass, 1992).



_________________________________________________________________

Rummler’s Design Steps



_________________________________________________________________

Introduction
 This map explains Rummler’s 9-step model of organizational design.



____________________________________________________________

Nine Steps
Rummler’s nine steps are summarized below.

  Step
                                          Action

      1
Establish a clear strategy.  Consider the organization’s customers, products, services, resources, and competencies.

      2
Document and analyze the current organizational system.  Map processes across organizational elements as they exist now. This shows how the work really flows between units.

      3
Document and analyze the current processes.  Use process action teams to describe current processes.

      4
Develop “should” process flows and measures.  Deal with the redundancies and disconnects identified in steps 2 and 3.  Leverage technology and employee empowerment.

      5
Design the organization chart.  Building on step 4, determine the best patterns of departmentation and work processes.

      6
Develop function models for each department.   Define the new functions and processes of each unit, element, or department selected step 5.  Eliminate duplication of effort across units.

      7
Develop job models for each job.  Determine the KSAs needed in the new organizational elements.  Group related duties and KSAs into individual jobs (which may be multi-functional).

      8
Structure the performance system for each job.  Identify per-formance and training requirements, measures, team goals, etc.

      9
Establish management processes.  Determine how you will track organizational performance and flag trouble spots for intervention.  Avoid tampering with a stable system.



____________________________________________________________

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



____________________________________________________________

A-76
Steps 1-3 are accomplished in the preparation of the PWS.  Steps 4-9 are accomplished in the development of the MEO.  In A-76, it is important to document workload and acceptable levels of quality.

___________________________________________________________



Relationship of Organizational Patterns to Design Steps



____________________________________________________________

Introduction
This map explains the relationship of patterns of departmentation to organizational design steps.

___________________________________________________________

Method and Process Decisions
When an organization restructures, decisions must be made about the method or process to be used in restructuring.  Different management consultants offer different models for planning organizational change.  You have already reviewed two models—presented by Nadler and Rummler.  

___________________________________________________________

Decisions about Patterns
As described by Rummler, decisions about patterns of departmentation need to be made at every organizational level:

· the macro-level

· the operating level

· team or job level


Thus, a decision to regionalize or centralize mission functions is actually part of the determination of business strategy.  Strategic decisions are made early in the organizational design process.


Other decisions about patterns of departmentation are delayed until operating units are configured.  These decisions occur after organizational mapping and process analysis.


Finally, in the latter stages of organizational design, decisions are made about the assignment of work to individuals or teams.  These decisions influence whether the work is assigned by customer, product, function, sub-process, or other dimension.

___________________________________________________________

Summary
Design steps represent a methodology for arriving at a number of organizational decisions.  These decisions include selecting patterns of departmentation for each organizational level.  Patterns of departmentation are explained in greater detail in Chapter 5.

___________________________________________________________
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