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DESIGNING ENABLING STRUCTURES

Entert hr ough an organisation®"s portals and

busy restructuring. If not currently in the process of restructuring, they will have just
completed a restructuring or are about to embark on one. Restructuring, it seems, has
become a way of life in the corporate world.

Given the sensitivities inherent in any restructuring exercise, it is unlikely that executives
will ever totally escape criticism by their employees for their efforts in this aspect of
leadership. There will, inevitably, be those who remain resolutely wedded to a structural
option other than the one sanctioned by management. In addition there will almost
certainly be employees firmly of the view that the process of implementing a given
structur al option has been , mismanaged"

Neverthel ess, there are some <cl ear dos
implementation of enabling organisational structures. As far as implementation is
concerned adherence to good change management practices and principles applies as
much to restructuring as to any other change initiative in an organisational setting. In
terms of design we, at Schuitema at least, have not yet come across a singular
foolproof formula for organisational design. Possibly this is because, in modern
complex organisations at least, one does not exist. We have however established a set
of design principles which collectively constitute a good design.

Three Beliefs

The design principles are underpinned by three beliefs. Firstly that any structural
initiative cannot, on its own, deliver organisational excellence. Secondly, that the
perfect organisational design does not exist. Finally, that structural changes of any
magnitude should be undertaken only when absolutely necessary.
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Belief One: Structural Excellence Is Not Ynonymous With Organisational

Excellence

It is generally acknowledged that to transform an
organisation requires intervention at a number of

purpose, its mission, vision and strategy need to
be defined. At the structural level the work
processes, well as the necessary formal
organisation and resources, need to be put in
place.

Vision Mijccinn Strategy

(Work Processes, Structure.

Resources) At an organisational culture level, desired
employee values and behaviours need to be
(Values, Behaviour, Motivation) cultivated and become a way of life throughout
the organisation. Finally, at the level of
(Knowledge, Skills) professional competence, employees need to be

given the knowledge and skills to perform at the
point of application.

Despite essentially sound structures,
organisations can and do fail. This is because weaknesses, which have nothing to do
with structure — an ill-advised business strategy, a malignant culture or sheer people
incompetence can all lead to organisational demise. An elegant organisational design,
in other words, is a necessary but not sufficient requirement for organisational
transformation.

This does not mean, however, that structure does not have a very specific role to play in
the transformation of an organisation. What a good structure provides is an enabling
formal context in which people can contribute. Its unigue value add is that it creates the
, head room" for individual gr owt h and
organisation should be designed with this eventuality top of mind.
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Belief Two: The Perfect Design Does Not Exist

In any organisation which is more than a one person concern, several structural options
will present themselves, from the multitude of
organisational types that exist.

HICH TO GO
Initially the organisation type of choice was the FOR?
functional organisation comprising of a number of .
departments made up of employees with similar
professional expertise. Later, divisional structures
become popular. The divisions were based on criteria
such as client, customer groups, products, markets,
geography and so on. Then the matrix came into
vogue, and even more recently, organisations have
experimented with vari ms-s
the network, the boundryless structure, the virtual

organisation and so forth.

uctur a

Each successive organisational type has unfortunately failed to provide the ultimate
organisation design. Each has evidenced both advantages and disadvantages. These
are all well documented and can be substantiated simply by speaking to those who
work within a particular organisation type.

Given the above, a quest for the perfect design is not a particularly fruitful exercise.
Spending time reflecting on whether to go for a functional organisation, a matrix or any
other organisation type has limited value.

A far more productive use of managerial energy is to divine the basis on which the
organisation wishes to differentiate itself from other players in the field? Whatever the

preferred competitive edge — market specialization, technical excellence, innovation — it

should be reflected in and promoted by the structure. The organisation structure, in

ot her words, shoul d be i ndtegyandviceeersa fThetolee or ga
should in effect inform the other.
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Belief Three:$1 1 6 O #EAT CA
Have To.

To say that a company should restructure or reorganize only as a last resort, is clearly
too extreme a standpoint. Nevertheless, a senior executive once told me that the best

deci sion he made in his | ast |job wasrticularo chan
organisational structure and deliberately chose to live with it. Although he made many
changes in the five years he was in the posit

arrangement of jobs, workgroups and reporting lines

which were in place when he stepped into the role.
FREQUENT

a0 ean: 0]\ [eW Resisting the temptation to change the shape of an
organisation reduces the disruption to the business
that a restructuring of any significance causes.
marwessel By definition, an internal reorganisation focuses a
company inwards. It soaks up enormous amounts
of managerial time and energy. It also gives rise to
CEIECHREERTUEIEA  feelings of insecurity which in turn lead to turf wars
and power games. From the first rumour of a
restructuring to when the dust finally settles, and
people get back to the business of the business,
productivity suffers and morale takes a dive.
Structural changes also tend to undermine the
legitimacy of those in authority. This is because the
price of legitimacy, the care and growth of the subordinate in the relationship, is limited
in a context of constant alterations in reporting lines.

+ Focuses a Company inwards

« Stalls people development

When a bossssubor dinate relationship is ,temporary’
too much in their people. They are able to avoid giving the care and growth that their
staff requre because they don“t have to |ive with the

so. Why bother, another reorganisation is bound to be just around the corner, and in all
likelihood, everyone will be moving on shortly.
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Clearly a sizable reorganisation does become a F
necessity in certain circumstances. It becomes |
essential in the face of significant changes in business
conditions, when there is a move to a new business
model or there is a major shift in strategy.

A reorganisation is also imperative when the existing B A
structure is fundamentally disabling. In other words,
when the structure so contravenes the principles of

. . . . « STRUCTURE IS FUNDAMENTALLY
good design that it effectively disallows employee DISENABLING
contribution.

- STRATEGY CHANGES

Aside from these circumstances, managers should
leave the structure alone and rather focus their
energies on the empowerment of their people. They L
should work at increasing individual accountability
through an incremental handing over of control.

In doing so, small but finite structural adjustments will take place naturally. There will be
continuous growth in people without the need to kick start growth by means of a
structural change injection. In the fullness of time, because the empowerment of people
iS ongoing, major restructuring exercises can become what they should be - the
exception rather than the norm.

Organisational Design Principles

A good organisational design is one which adheres to the following organisational
design principles.

PRINCIPLE 1: Build the structure around the work to be done,

not the people.

There is a great temptation, when creating a structure, to try to accommodate the needs
and aspirations of all the people within it. In a political context, this is classically the
case whenever there is a change of government. Similarly, in business, what would be
a sensible structure is often compromised to meet personal ambition, to avoid offending
certain individuals or to compensate for a lack of people capability.
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What an organisation should be built around, however, is not its people but the actual
work to be done. The work is prime because it is the work which turns organisation
inputs into outputs or outcomes. Everything else — technology, systems, layout,
hierarchy, information flows and so on — are all secondary to the work itself and
therefore subordinate to it.

PRINCIPLE 2: Minimize Handovers

Any handover in a work process disrupts the flow of
work and slows it down. Every time a piece of work is
put down, before it is picked up by another person it is
moved onto, there is a delay.

Each handover also undermines or reduces
accountability. This is because there is now more
than one person involved, more than one person
accountable. In truth, the minute there is more than
G EENNAFYIEN  one person accountable, no one is accountable.

- DELAYS

- LACK OF ACCOUNTABILITY

The likelihood of blaming and finger pointing also

i ncreases. People complain tt
jobs properly, not because of themselves, but

L because they have b e e n , | @&y sontkone else.

The work that was handed over to them, they say, was [
substandard, was late, or both and therefore they
couldn*t do t.heir job properly

MINIMIZE
HANDOVERS
All of the above | experienced firsthand when | tried to
,hurry up“ a bond registration
| finally gave up after being passed on from the twelfth
person to a fifth department in a third locality (only a
slight exaggeration!). Everyone claimed to have done
their bit but the registered bond still had not emerged
from the process. Too many handovers, in effect, leads
to frustration, conflict and poor outcomes.

fi nan

The elimination of all handovers, from one person to
another within a workgroup and from one workgroup to
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another workgroup, is clearly, not possible. Handovers can be minimized, however, in
two ways.

U Firstly handovers can be minimized by assigning responsibility for complete

pieces of work. In other words, by giving individuals a job to do from beginning
to end rather than a fraction of the job.
No one in an organisation should have a job where the activities performed by
the incumbent do not produce at least one value added outcome. When this is
the case, jobs are more demanding, simply because people are more
accountable, but they are also more meaningful and worthwhile.

U Secondly, the number of handovers can be reduced by housing together a
number of separate outcomes within a single workgroup, thereby reducing the
number of workgroups. This is important simply because coordination and
communication between people are greatest within workgroups and least
between workgroups.

What determines which outcomes
belong together and therefore
need to be the collective
responsibility of a particular
workgroup depends on the number
and strength of the links between
separate outcomes. Two or more
outcomes may be linked by the
need for coordination and OUTCOMES AND WORKGROUPS
communication between those

responsible for achieving them or

because the quality of one outcome impacts positively or negatively on the
quality of other outcome(s). A strong connection may also exist between
outcomes because the means to produce them (skills, resources, standards,
systems) are similar or shared. Finally the potential for mutual learning may
create a link between outcomes.

Whatever the rationale for linking outcomes, the sum effect of “clustering”
number of outcomes together within a workgroup, is that the frequency with
which work has to cross workgroup boundaries is reduced.

U Allied to the above, handovers can be reduced by including auxiliary tasks,
which directly support the outcomes which the group is accountable for, as part
of the responsibility of the group. Sales administration, for example, can be
incorporated into a single team made up of sales executives and sales
administrators. Similarly, Schedulers, Engineers and QC specialists can belong
to one Production Team, rather than being accommodated in various functional
departments outside of production.
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PRINCIPLE 3: Optimize Span of Control

The size of a workgroup and hence the number of people who should report to a
manager has been a matter of much debate. The two extremes, very small groups and
very large groups, are both problematic.

As a rule of thumb, a group comprising of less than four
people is too small. Two or three individuals, one could
argue, do not even constitute a group!

ORGANISATIONAL HIERARCHY

- That aside, the effect of having groups of less than four
members produces an organisational hierarchy with one

- - - on two or one on three reporting relationships.

The effect of this is an overly hierarchal organisational
structure with too many levels. As a result, managers
tend to interfere, both in the work of those reporting to
them and in the work of their colleagues. This is because

they don"t have enough manager.i :
of their own to keep them occupied.

Groups that are too large, as opposed to too small, have a different set of problems.
When groups grow beyond a certain size, experience shows, both efficiency and
motivation are negatively affected. Large groups often also split up, not formally but
informally, into subgroups or cliques.

Most importantly when a group is too big it becomes difficult, if not impossible, for
leaders to perform their Care and Growth role effectively. This is simply because there
is a practical limit to the number of people that anyone in a
leadership role can care and grow, no matter how talented

and committed they are. SPAN OE CONTR

What that actual limit is will depend on factors of The maximum
geography, work complexity and the independence /
maturity of direct reports. Fr om Schui t ema’“
however, the absolute maximum number of direct reports should neve
reports should be twenty five, while at senior levels the exceed B

number should be much less. )

number of direct
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When the span of control is too wide the only option is to reduce the number of direct
reports. In a Call Centre environment teams of + thirty five were reduced to twenty five
(maximum) with more capable team leaders being assigned bigger teams. In a global
manufacturing business the Operations Director appointed a Site Manager for the local
manufacturing facility and effectively reduced his span of control by eight people. In
both cases, optimizing the span of control led to a concomitant improvement in
leadership excellence.

When roles (horizontal) within a workgroup or roles at different levels in a hierarchy
(vertical) overlap, there is confusion and a duplication of effort. Moreover it becomes

PRINCIPLE 4: Insist on unique Accountability

difficult to say who exactly is accountable for
é‘ﬂ P what. In large organisations this is especially

‘ ,_*i' \ - the case the higher up the line one goes.

-

LORD CREOSOTE THE BOSS THE OVERSEER = THE WORKER

virtue of area of responsibility, but also by their
particular set of accountabilities. What
differentiates one job from another, both
horizontally and vertically, needs to be crystal

ul iI - Roles need to be distinguished, not only by
L}

clear.

Further to this, no management level in a hierarchy should exist only for reasons of
managing and controlling the work of the level below. Each level in the hierarchy needs
to add its own unique value, distinct from the value being added by the level above or
below it. In one organisation, for example, the Head of African Operations, had as his
core purpose the development and implementation of a strategy to grow the African
Business. He was not responsible for the profitability of any country/regional area within
the continent since that is the accountability of each of the Regional Executives.

The principle of unique accountability also pertains to the issue of Care and Growth.

The response to the qu%®sthioaun,d “nwho bies “youdro nb
and Z or someone up the line. | t shoul d be, “the person I

i mmedi at e Bianiadygaequéstion addressed to anyone in a managerial role

“whose care and gr owt h ?"asheld gvinoe a tise of ppeaifis i bl e f
individuals.
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For each individual in an organisation, in other words, there should be someone
designated to provide that person with Care and Growth. That person should preferably
be the person®s i miidhisiisarotethe mase dhg @arson who is
responsible should nevertheless be clear both to the person who is charged with the
care and growth of an individual and the recipient of that care and growth

Unigue accountability, as it applies to leadership, lastly means that the different aspects

of Care and Growth (Care, Means, Ability and Accountability) are carried out by the

same person rather than divided up and distributed among two or more managers. This

is because all the aspects of caring for and growing people are highly interdependent

and, as such, should reside in one pair of hands.

Splitting the accountability for Care and Growth between two or more people can work

but it is not optimal. Generally it causes confusion and obfuscation of accountability.

Over the years the number of jobs which are outside of actually developing, making /
doing and selling an organisation®s product s
The sum effect of this quiet revolution has been that the number of people engaged in

PRINCIPLE 5: Get the right balance between Core and Support

an organisation®s <core functions, relative t
functions, has decreased. At one company this has taken the organisation to the point
thattas someone put it, “we now have so much sc

the building.”

The “too much scaffolding” probl em, whi ch [
significant problem, is addressed by righting the balance between the number of
employees assigned to the core and non core functions of the business. It is also
addressed by taking action to ensure that that the dog wags the tail rather than its

inverse.

There are a number of options for dealing with the “scaffolding problem” as f ol | ows:
e The first option is to strip the organisation down to its bare essentials and do
away, altogether, with certain support functions and specialist roles. For
example, to entirely shut down Head Office, or take all the industrial engineers off
the payroll.
Drastic surgery of this type should however be reserved for dire circumstances
only. Most support functions and roles have the potential to add, both short and
medium term, value to the organisation. Better, at least in the first instance, to
work at enabling them to do so rather than impetuously shutting them down.
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The second possibility is to outsource a support function to experts, to those who
have made the function (payroll administration, facilities management and so on)
their core business. This however needs to be thought through very carefully.
Many organisations have lived to rue the day that they contracted out, when
keeping the support function in-house, would have been the better way to go.

The third option is to judiciously prune the number of people in support roles.
This can be done by declaring certain jobs, which do not produce a value added
outcome of t heir own,redyndantd dhladdmannt‘can ey p e
done by “restocki n thé core functions, by putting support staff back in the line
where the making, doing and selling actually happens.

It also may be useful to simply put a ban on any new non-core jobs, especially
those tasked with driving initiatives like quality, transformation, learning etc
through the organisation. Rather than creating new company wide specialist
roles, it may be better to task line functions with affecting these initiatives in their

own area and providing them with the dedicated staff to do so.

The final option i1is to reduce fAfteeal, power

functional expertise should be there to enable not as an end in itself. An
engineering function, for example, only exists because there are things to be
made. Similarly, a marketing function has a role only because what is being
made is being sold. When functional departments become an end in
themselves, they, in effect, become the tail that wags the dog.

In addition to the above, there is a structural means of discouraging the tail from
wagging the dog. It is to have support staff report into the line. In the event of
dual reporting lines the straight line should always be into the Core and the
dotted line into the Support function. Cl ar ity around “who

whom?” and “how specifically the Support

function that it is there to support can also be helpful
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Each of the design principles outlined above

work in unison with each other. A good Good Design Principles
organisation design, in essence, is one where
the structure is built around the work to be
done, where handovers within and across
workgroups are minimized, where spans of
control are optimal, where there is unique role
accountability and where the ratio of core to
non-core staff is appropriate.

= Optimise Span of
Control
Insist on Unique

Accountability
= Minimize Handovers

= Balance Core and Non-
Core

= Make the Work Prime

The Design Process

Given the above, the question whi ch st i | Ihow te actually sonstrust an®
organisation, bearing in mind the three beliefs and five principles outlined above?”
Should one begin top down or bottom up? Is the place to start with the design of
individual jobs or the delineation of workgroups? At what point in the process should
support functions be considered? And so on.

From experience, an organisational structure should be constructed by completing a
number of steps in the following sequence.

Step 1: The place to start is with the overall architecture of the r
organisation. This is devised on the basis of what needs to be

done by the organisation to achieve its strategic intent and meet

the key needs and wants of the organisation"s customers. The Z

what needs to be done®* det er mi nes t hewhato Ié se\gments of
the organisation should be. What is created is an overall J

framework like an umbrella with each member of the executive

team representing one of the spokes of the umbrella.

With the Core segments defined, the structure within each

segment of the organisation can then be designed, but now from e
the bottom up rather than from the top down.

Step 2: Within each Core segment of the organisation, the different work processes
need to be identified and analysed. Doing so makes it possible to pinpoint where in
each process value is actually added and an outcome achieved.

Some examples of value added outcomes in different segments of an organisation

include ,contr asegment)i,g n,eadd mp(osnaelnetss assembl ed"
segment) “prototype devel oped™ 6egreesite a,rgcoho d & n d
delivered to cussegmendandsoom i stri buti on
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The outcomes themselves then need to be “clustered” or grouped together based on
the degree to which they are connected to one and other. Outcomes which cluster or
belong together should then ideally be performed by the same workgroup.

- Step 3: Having determined the key value
/ adding outcomes and the strengths of the

relationships between them, the next step
is to ascertain how many people are

required for each workgroup. This will
depend on the number and type of skills
required to achieve each workgroup's
defined outcomes.

The matching of people to groupings of
outcomes needs to be, as far as possible,

in line with the principle of right sized (4-
25) workgroups but still keeping
outcomes which belong together, as far
as possible, still together in the same
workgroup.

Step 4: The next step is to build an organisational
hierarchy to support the core work to be done. This is
achieved by assigning the leadership responsibility of ™
Care and Growth to one person per workgroup. The
management structure, above the core workgroups is
then constructed by keeping workgroups, rather than A A /N -
outcomes which belong together reporting into the
same manager.

o006 660 60

Step 5: Only at this point individual specialists or even functional teams can be
incorporated into the management workgroup. This should only be done on condition
that the optimal span of control at each level in the hierarchy is not compromised.

Step 6: Individual jobs, both within core workgroups and at different levels of
management, can now be designed in more detail. Each job should be distinguished by
the value added outcome(s) which constitute the core job. In addition jobs can be made
more “whole” by maki ng stothaicorb plr. By for eramplea
tasking the person in the job with planning and evaluating, as well as doing the work
that needs to be done.
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Step 7: Finally, as part of the design process there should be a determination of the
necessary means to ensure that the organisation functions as more than a collection of
stand-alone parts.

Various structural mechanisms can be used to enable cohesion between parts of a
structure. They include, among other things, formal meetings with participants drawn
from each part of the structure as well as information systems which promote
coordination between different elements in the structure.

The inclusion of formal arrangements like these in the organisational design is
imperative if what has been finally created is to function as a cohesive whole, rather
than exist as a series of silos or independent parts.

Good organisation design requires adherence to the three beliefs, five principles and
seven steps outlined above. Organisational design will, however, always remain far
more of an art than a science.

For this reason, a good design takes due consideration and time to emerge. Like the
implementation process, the design process should, however, neither be too protracted
nor completed with unseemly haste.
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