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Foreword

EACH OF THE FIVE ORGANISATION DESIGNERS who worked with me to shepherd this book from start to completion, believe, as I do, that organisation design matters.

Below, they give their reasons.

Jim Shillady

Occasionally organisations succeed by chance. But, in general, success comes from thinking explicitly about what to do, why, and how – and then doing it. Organisation design’s value has been in orchestrating that thinking process. Yet until recently it has mainly had to tackle complicated, rather than complex, problems – essentially those requiring novel technical solutions rather than true innovation.

Now organisation design is evolving to take on complexity – challenges that are new in themselves, that are of great significance to people and the planet, and that emerge and interact in surprising, often alarming, ways. In its contemporary form, organisation design matters more than ever; it answers tougher questions, involves participants more frankly and demands more of them, and values action over order. Arguably, no other discipline has such power to help people and their leaders confront new realities and create enterprises fit for a turbulent world.

Rani Salman

The bridge connecting strategy to execution comes in the form of organisation design. Misaligned operating models and poorly designed organisations are notorious for strategic failure. Organisation culture can shatter the most ambitious and accurately developed strategies. Making sound design decisions can shape a supportive culture and mitigate the risk of strategy failure.

These decisions are not always easy to make, especially in a landscape where organisations have become more interconnected and complex. Compounding the complexity is a never-ending array of dynamic choices that bring with them tensions, difficulty and consequences, both intended and unintended. However, with a focused approach and a unique mixture of science and art, the design process can be challenging yet rewarding, and culminate in organisations capable of high performance. Most importantly, organisation design matters because it runs deep and touches the human experience and psyche, impacting people in profound ways that often transcend their organisational experiences.

Fiona McLean

Organisation design matters because it urges us to put our human selves at the centre of our efforts. It offers us the possibility to think of organisations in different ways, where we can see an organisation as a body of bodies, where our governance and processes are less bound by hierarchy, more inclusive, more transparent, where no voice is unheard. Where decision-making and information flows smoothly from strategy to design and back around in a dynamic feedback loop of human interaction moving strategy into action. Where social interaction and conversation is valued as much as formal planning and where the essence of those social interactions act like a strong pair of lungs transferring life giving oxygen into the system for vitality, in order to create the conditions for continuous design.

Giles Slinger

Organisation design matters because it shapes people’s experience of work and whether an organisation can deliver to its customers. In a perfect world, organisations would sense the need for change and would adapt continuously from one stage to the next. But our reality is never perfect. Organisations face a never-ending challenge of balancing continuity (supply) and change (demand). Continuity can be efficient, and human brains love routines, so organisations would by default supply “the same as before”. At the same time, people value change – they value things that are new and better, so organisations must adapt to this demand. Happily, humans also have a restless curiosity, such a capacity to wonder and invent that supply can effectively be unlimited in meeting new demands. The challenge is moving organisations of such wonderful humans from one stage to another fairly, efficiently and quickly. Organisation design helps gather the evidence, helps develop the options, helps find the agreement and helps deliver the transition, on to the next stage.

Milan Guenther

Companies, institutions and other organisations run those endeavours that enable human action at scale. They bring together teams and their ambitions, resources and ways to use them, products and people’s needs: to be successful as an enterprise, they have to be designed to build relationships and enable dynamics that constitute successful outcomes.

Responding to big challenges requires organisations designed to be fit for purpose, to perform and deliver. This applies to a disruptive startup just as much as to a large corporation, or a public health effort such as a vaccine rollout.

So how do you design successful organisations? You can design business models, information systems and operational processes, product and service portfolios, or team responsibilities and collaboration. Going beyond optimising these individual elements, purposeful organisation design will help you understand how they can be organised coherently as a system, and how to reshape their interplay to bring about a desired future. Designing organisations well matters.




Preface

I PROMISED MY FAMILY that I would not write another book. They want to see more of me than my back as I face the computer. They had already supported me through my PhD and several books. When invited to write a third edition of this book, in mid-2019, I refused. Then I changed my mind. The trigger for this was the start of the coronavirus pandemic – around February 2020 – which rapidly ramped up into lockdowns, remote working and an extended and shared vocabulary that was evolving at hyper-speed and quickly becoming a core part of the language.

Oxford Languages was unable to suggest a single word of the year for 2020, instead issuing a report entitled Words of an Unprecedented Year. The words were not just those spawned by the coronavirus pandemic, but those new to technology and remote working, the environment, social movements and social media, and politics and economics.

What became obvious and clear to me was that this unprecedented year was going to have a profound impact on organisations and the way we thought about them, worked in them and designed them. I thought it would be fascinating to revise the second edition in the light of what I was experiencing, observing and getting to grips with.

This has proved to be the case. We are thinking differently about organisations and the way we work in them and it has been a challenging and exciting journey of reflection, discussion, learning, challenge, signal detection, pattern recognition and meaning-making – and all in the service of improving my own and others’ skills and practice.

This third edition has some very different content from the second edition, including a new chapter on continuous design and a completely revised chapter on designing culture. All the examples and case studies are either new or revised and the impact of the pandemic is threaded through. However, writing this third edition as a guide for others, is not simply a swift reaction to an unprecedented year. It draws on my three-plus decades in the field of organisation design.

The coronavirus pandemic has served to throw into sharp relief my strongly held beliefs that organisations that are continuously designed to be human centred, good places to work, well led by ethical, brave and curious leaders who are purpose- and outcomes driven, will be better able to weather the changing contexts than organisations that focus on hierarchies, structure, procedures, targets and objectives.

The coming years will see the ripple effects of the pandemic, and I am reminded now of fiction writer, Kim Stanley Robinson’s quote: “We have come a long way. We have a long way to go. In between we are somewhere.” We are indeed at the somewhere between traditional, hierarchical command and control organisations and organisational forms that we have not yet seen come into the mainstream.

If organisations are designed to become flatter, to foster respect and autonomy, promote equal opportunity, equal treatment and equal outcomes – and if, at the same time, organisational leaders and other stakeholders design with the recognition of our interdependence, fragility and vulnerability and the impact of our current lifestyles on our environment – then it will be clear that we are learning from what the pandemic has brought to light.

In writing this third edition, I am hoping that leaders and managers, in their capacity as organisation designers (which they are whether they recognise it or not) will find value in learning more about their role in designing organisations and putting that learning into practice. This book gives them the information, methods, examples, case studies – fictitious but drawn from my work – and tools to guide them.

Naomi Stanford

May 2021

www.naomistanford.com

Twitter @Naomiorgdesign

Words and phrases shown in bold within the text are explained in the glossary on pages 332–8.




1

Introducing organisation design


Business people don’t need to understand designers better. They need to be designers.

Roger Martin



ORGANISATION DESIGN TAKES PLACE in a continuously shifting, complex and multi-faceted context. Competitor pressures, regulatory changes, geopolitical events, technology advances, societal expectations and unforeseen events are in constant flux, requiring organisational leaders to make short- and long-term choices and decisions about the operation of their organisation. Examples include choices and decisions around expansion, contraction, merger, opening new markets, making efficiency gains, improving customer service levels, upgrading technologies or multiple other factors in order to keep their organisation high performing.

Making these choices and decisions to design or redesign all or part of their organisation in response to, or anticipation of, context shifts, crises, opportunities or pressures, involves addressing the tensions that design and redesign work inevitably see come into play.

The coronavirus pandemic placed huge pressures on organisational leaders and resulted in significant changes to the context in which almost all companies operate. Stay-at-home restrictions and the forced closure of non-essential retailers fundamentally altered business models for customer-facing firms. Sharp downturns, for example in the hospitality, culture and travel industries, weakened demand for some goods and services, but some others (particularly delivery-based firms) saw demand soar.

The extent and depth of the pandemic resulted in some radical changes in organisation design. Some organisations completely altered what they produce and how they operate in response to the crisis. One example has been the global surge in the number of drive-in locations for film, music, theatre, opera and comedy:1


Lithuanian capital Vilnius has put a fresh twist on the trend of drive-in cinemas – hosting one at the city’s airport!

With nearly all flights scrapped due to covid-19, the airport teamed up with the Vilnius International Film Festival.

The first movie was the Oscar-winning South Korean drama Parasite. … Around 150 cars showed up to watch the movie. Social distancing measures meant vehicles had to be parked at least two metres apart, with a maximum of two people per vehicle.

“Implementing this project was a pleasant challenge for us – we had to transform the airport apron, which is usually a restricted area, into a space open to film lovers,” said Dainius Čiuplys, head of Vilnius International Airport.

“We were excited to contribute to a project of this nature while also using this opportunity to demonstrate how airports can perfectly combine aviation activities with events and projects of various formats.



Unilever, a multinational consumer goods company, is one of many large organisations that rapidly changed their design as a pandemic response, massively scaling-up production of hand sanitiser to have more than 30 factories making this pandemic-essential product. This required redesigning production lines, which ordinarily made other beauty and personal care products and setting up new facilities. A factory in Vietnam was set up from scratch in just 25 days. While in South Africa, where products were previously imported, local production was started and packaging formats were changed to make the production and filling process significantly quicker.

Both these examples – one of a small organisation and the other of a multinational – of rapid response-to-crisis have significant design implications. They require changes to policy, staffing, legal compliance, business processes, financial systems, marketing, partnering arrangements, consumer interactions and so on. Both illustrate the fact that organisation design is integral to business performance and involves paying attention to the interdependence of the multiple elements that comprise an organisation and managing the tensions and trade-offs between them.

This book is about organisation design, specifically the “doing” of organisation design – the process of intentionally designing the “hard” and explicit business elements that can be documented through narrative or graphics, for example in business process maps, policy manuals, customer journeys, system operating guides, organisation charts and governance mechanisms, so that each supports the others.

Inevitably the “soft” elements that are not easily documented – interactions, feelings, perceptions, cultural attributes and emotions – also come into play. This interplay between the hard and soft elements of an organisation is one of the many tensions and trade-offs that leaders and organisation designers have to bear in mind.

The outcome of the activities of doing the organisation design is the design itself. Many people mistake the organisation design for the organisational structure (commonly perceived as the organisation chart). The examples above illustrates the fact that design is not about the organisation chart. It is much more than that.

Although organisational structure is discussed in this book, it is not the main focus. Organisational structure – the arrangement of the different departments/units of an organisation and the different teams and roles working in each department/unit, in an ordered way – is only one of several elements in an organisation design.

To explain the differences between design and structure, consider the analogy of a vehicle. Like an organisation, a vehicle comprises multiple interdependent elements aligned to deliver high performance. For a vehicle, these include the engine, gearbox, drive axle, steering and suspension, brakes, oil filter, chassis, battery, alternator, shock absorbers and other parts. The elements of the vehicle are all designed and aligned to work in seamless unison to propel the car forward.

An organisation typically comprises the elements shown in Table 1.1 – though note this is not an exhaustive list. As with a vehicle the elements that propel an organisation into the future, delivering its purpose, products or services, must be designed and aligned, ideally to work seamlessly together.

TABLE 1.1 Hard elements of an organisation







	“Hard” organisational elements

	Including




	People

	The characteristics of individuals in the organisation, including their declared skills, demographic profile, length of service and time in role.




	Work

	Work flow, IT infrastructure, functional systems, interdependencies, handover points, how work actually gets done. This means the basic tasks to be done by the organisation and its parts, including the job roles and content, job design, number of positions, what work is done, and at what level.




	Formal organisation elements Things that can be documented and described easily to someone else. The explicit, objective parts of the organisation. The sort of information you get on an induction programme.

	Strategy, hierarchies, structures, layers and spans, organisation chart, business processes, standard operating procedures, rules, policies, stated values, space/interior layout, floor plan. That is the totality of the systems and methods that are formally created to get individuals to perform tasks.





Even with advancing technologies a vehicle is not (yet) self-designed and delivered. It takes people working on the end-to-end process. These people are organised, i.e. structured – into business units, into teams within the business units and into roles within the teams. The appropriate structuring of people to deliver a product or service is one element of the entire design.

Supporting the design of the vehicle are various tools and technologies. Ford, for example “has one of the most advanced virtual reality (VR) labs in the world, which allows a vehicle and all of its technical details to be taken out of the design studio and placed on a virtual operating table where a trained professional can dissect its innards”.2 Similarly, other organisations make use of appropriately chosen tools and technologies – cloud services, learning management systems, financial modelling applications, etc.

The analogy of the vehicle to an organisation is not perfect, as a vehicle is a mechanical, physical, stable (in a design sense) object. A car will not gradually morph into a tank. Organisations, on the contrary, are complex non-physical entities always shifting in response to their context. The shifts may be intentionally designed, although very often they gradually shift form, without a single overall intention.

Organisation design is about the intention to design a better organisation. There are multiple definitions of the term “organisation design”, each giving a slightly different take on what it is:


	▪   Practitioner and academic Nicolay Worren in his blog “What is organisation design?” says that organisation design means more than “boxology”, involving “the creation of roles, processes and structures to ensure that the organisation’s goals can be realized”.

	▪   The Center for Organizational Design says, “Organizational design is a step-by-step methodology which identifies dysfunctional aspects of work flow, procedures, structures and systems.”

	▪   McKinsey describes organisation design as “going beyond lines and boxes to define decision rights, accountabilities, internal governance, and linkages”.

	▪   The European Organisation Design Forum defines it as a systematic and holistic approach to aligning and fitting together all parts of an organisation to achieve its defined strategic intent.



What all these definitions have in common is that they view an organisation as much more than an organisation chart. They describe a system, comprising interdependent elements that collectively work to deliver a purpose.

The definition of organisation design used in this book is “intentionally arranging people, work and formal organisational elements to effectively and efficiently achieve a business purpose and strategy”. This definition reflects the focus of design on the “hard” elements of an organisation.

However, returning to the vehicle design analogy, vehicle designers know that the elements comprising a complete vehicle are interdependent. A vehicle design will not deliver if its elements are designed in isolation. Designing an organisation takes a similar appreciation that organisational elements are interdependent and that a design will not deliver if its elements are designed in isolation.

Also, in the same way that vehicle designers cannot ignore people’s contribution to performance (in this case driver and maintenance engineer skills and experience), so organisation designers cannot ignore the social and behavioural elements of an organisation, several of which are shown in Table 1.2.

TABLE 1.2 Soft elements of an organisation







	“Soft” organisational elements

	Including




	Informal organisation Things that are not easily described, the shifting coalitions, the nuances, the implicit things.

	Culture, relationships, lived values, behaviours, politics, communication, language, myths and stories, management style. That is, the implicit or emerging arrangements, including variations to the norm, processes and relationships, commonly described as the culture or “the way we do things round here”. The informal organisation also includes the “shadow side”, the way people “decide” how to think and behave, the in-groups and out-groups, social routines, and the rites and rituals that reinforce the culture.





Unfortunately perhaps, the human element, of employees, of customers, of citizens, and so on, is an unpredictable, almost non-designable – but potentially shapable – variable in aiming for a high-performing organisation.

If organisation design is so critical to high performance, then, according to Tom Peters, “It should be on the agenda of every meeting in every single department.” Curiously, however, executives rarely talk about it as an everyday issue, and even more rarely reflect on the interactions between the organisational elements and complex social dynamics in order to redesign their business for success.

Peter Senge, in his book The Fifth Discipline, points out why intentional organisation design work is uncommon:3


Part of the reason why design is a neglected dimension of leadership: little credit goes to the designer. The functions of design are rarely visible; they take place behind the scenes. The consequences that appear today are the result of work done long in the past, and work today will show its benefits far in the future. Those who aspire to lead out of a desire to control, or gain fame, or simply to be “at the centre of the action” will find little to attract them in the quiet design work of leadership.



The premise of this book is that organisation design matters and that an organisation has a better chance of success if it is reflectively and continuously designed. Five principles underlie effective, continuous and reflective organisation design:


	1.  Organisation design is driven by the business purpose and strategy, the operating model and the operating context.

	2.  Organisation design requires systems thinking: about the many elements of the organisation and the connections between them.

	3.  Organisation design takes strong, thoughtfully used, future-oriented mindsets and methods.

	4.  The organisation design process involves social interactions and conversations as much as formal planning.

	5.  Organisation design is a fundamental continuing business process, not a one-off repair job.




Reflective questions: Why should organisation design be on the agenda of every business meeting? What would change if it was?



This chapter continues with a further discussion on what organisation design is and what it is not and then looks at the five principles just listed.

Note that throughout, “organisation” means anything from a unit of operation to a whole enterprise, and includes the formal and informal aspects of this, although, as stated, this book focuses on the formal elements.

The formal elements – departments and divisions, systems and business processes, and so on, – can be designed independently of each other as long as interfaces and boundary spanning both between them and the wider organisation form part of the design.

Herbert Simon’s parable of the two watchmakers explains how complex systems, such as a whole organisation, will evolve much more rapidly from simple systems, such as departments, if there are stable and intermediate forms than if there are not. In organisation design, getting the units aligned and organised coherently works to the benefit of the whole organisation.


The parable of the two watchmakers

There once were two watchmakers, named Hora and Tempus, who manufactured fine watches. Both of them were highly regarded, and the phones in their workshops rang frequently. New customers were constantly calling them. However, Hora prospered while Tempus became poorer and poorer and finally lost his shop. What was the reason?

The watches the men made consisted of about 1,000 parts each. Tempus had so constructed his that if he had one partially assembled and had to put it down – to answer the phone, say – it immediately fell to pieces and had to be reassembled from the elements. The better the customers liked his watches the more they phoned him and the more difficult it became for him to find enough uninterrupted time to finish a watch.

The watches Hora handled were no less complex than those of Tempus, but he had designed them so that he could put together sub-assemblies of about ten elements each. Ten of these sub-assemblies could be put together into a larger sub-assembly, and a system of ten of the latter constituted the whole watch. Hence, when Hora had to put down a partly assembled watch in order to answer the phone, he lost only a small part of his work, and he assembled his watches in only a fraction of the time it took Tempus.

Source: Simon, H.A., The Sciences of the Artificial, 3rd edition, MIT Press, 1996



The two watchmakers had an identical purpose – to produce a working watch. But they had different strategies and a different operating model that they employed to do this. Hora prospered by thinking through the design elements of delivering his strategy. He intentionally organised the component parts of the sub-assemblies, then constructed each of the sub-assemblies (ensuring the interdependencies between them were designed) and then assembled the sub-units into the whole. This method enabled Hora to respond to the changing context of more and more customers. As Hora’s business grew and he considered taking on employees, he would make choices and take decisions.

For example, he could choose to have a team of employees, each building one sub-assembly multiple times, and another employee assembling the sub-assemblies constructed by others; or he could choose to have one employee construct a single watch building all the sub-assemblies for this; or he could choose to outsource the construction of some/all sub-assemblies and have employees constructing the watch from the constructed sub-assemblies.

Tempus failed as he had not designed the operational delivery of his strategy. Partly because of this, his business was unable to respond adequately to context changes.

Think too, about the two watchmakers as human beings – it is their personalities, habits, behaviours and interactions with others that shape the type of organisation design that they decide on (or allow without conscious decision, to use). Tempus might have been able to retrieve his business had he learned from Hora’s “best practice”, or stopped to reflect on his (Tempus’s) situation and how he could resolve it, or listened to his friends’ advice on what steps he could take to find support.

From this example it is clear that aiming to design the informal, human aspects of the organisation would not be easy, and it is questionable as to whether it is possible. The human aspects constitute what the late Ralph Stacey, a management professor, called the “patterns of relationships, both good and bad, between people”. He noted:4


These patterns emerge in complex responsive processes of interaction between people taking the form of conversation, power relations, ideologies, choices and intentions. What happens is the result of the interplay between the intentions and strategies of all involved and no one can control this interplay.




Reflective question: How possible is it to design the human dynamics in organisations?



Organisation design: what it is and is not

To recap: organisation design is “intentionally arranging people, work and formal organisational elements to effectively and efficiently achieve a business purpose and strategy”.

Therefore, there are choices and decisions made around “arranging” that keep the organisation adaptable to the operating context.

A reorganisation or restructuring that focuses – sometimes solely – on the structure/organisation chart is not organisation design and is rarely successful. Ask anyone who has been involved in this type of reorganisation and there will be stories of confusion, exasperation and stress, and of plummeting morale, motivation and productivity. Most people who have worked in organisations have had this experience. So why is it that initiatives aimed at revitalisation, renewal and performance improvement so often miss the mark? The simple answer is that focus on the structure/organisation chart is both not enough and not the right starting-point.

The following example illustrates the point that re-organising from a structural (sometimes also called “lines and boxes”) starting-point is misguided.

A new vice-president has been recruited to lead a division. The division structure looks like that shown in Figure 1.1..

The new vice-president decides (without consulting anyone) that the division would be more effective if the organisation chart looked like Figure 1.2.

So far, this looks like a simple change (or perhaps not a change at all). But the new positioning of employee 1 raises questions; for example:


FIGURE 1.1 Existing division structure

[image: Images]


FIGURE 1.2 New division structure
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	▪   Why was this change initiated?

	▪   Is employee 1 now in a different role?

	▪   Is employee 1 now superior to employees 2 and 3, or has employee 1 been demoted to the role of the vice-president’s assistant?

	▪   Do employee 1’s responsibilities change in the new role? If so, how – by adding to them and/or dropping some?

	▪   If responsibilities are to be dropped, who, if anyone, is to take them on?

	▪   How will this structural change affect information flow?

	▪   How will this structural change affect relationships among the three employees?

	▪   What effect will the change have on the business’s systems if the workflow changes?

	▪   How will customers be affected?

	▪   Does it reflect how work gets done and the cost of doing the work as it doesn’t show contractors and consultants?

	▪   What effect will this change have on other departments?



What seems a simple structuring tweak is actually complex, and the complexity is increased when more hierarchical levels are involved. Extending the example, Figure 1.3 shows that the new structuring could change the dynamics of the division substantially (depending on the answers to the various questions), not only because the relationships between the players are changed.

This example shows why taking a structural/organisation chart-focused approach to organisation design is risky. Although it looks straightforward, it is likely to have numerous impacts and consequences and bring with it potential derailers. Table 1.3 lists some of the many complex aspects of design that are not visible on an organisation chart and that need to be thought about in any design work.


FIGURE 1.3 The new structure (right-hand side) has complex organisational impacts
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TABLE 1.3 What an organisation chart does and does not show







	What does the organisation chart tell us?

	What doesn’t the organisation chart tell us?




	Hierarchy

	Goals, objectives, strategy, values, principles, protocols, outcomes of the organisation unit




	Reporting lines, who reports to whom

	Workflows




	Number of jobs, teams, employees (not full-time equivalent)

	What the work is, how the work gets done, who does the work




	Names of jobs, teams, employees

	Who is accountable for the work, decision-making clarity, delegations




	Core business – how work is sectioned

	Relationships




	 

	Interactions, interdependencies, links between areas of the business




	Core leadership team(s)

	Levels of influence, “real influence”, power




	Gender

	Expectations




	Job vacancies

	Employee work styles, performance, areas of expertise, skill sets, skill gaps




	 

	Employee photos – so I know what they look like when I go to meet them / have questions for them!




	 

	Does the structure work? Why does it work / not work?




	 

	Processes and systems




	 

	Workforce movement




	 

	Criteria for matching employees to roles




	 

	Succession planning, critical roles




	 

	Work arrangements (part-time, full-time)





To recap, organisation design is more than what is often called re-organisation and different from a purely structural/organisation chart response to trying to solve a business problem or address a business opportunity. Organisation design starts with the business purpose and strategy, continues with defining an operating model, and then involves aligning the elements of the organisation to deliver high performance in a constantly shifting context.


Reflective question: What is organisation design?



Five principles of organisation design

Principle 1: Organisation design is driven by the business purpose and strategy, the operating model and the operating context

The design process starts with an assumption that leaders know and are agreed on the organisation’s purpose, strategy and operating model.

Agreeing a strategy needs to occur before an operating model can be drawn up. The operating model describes the elements needed in order for the business to create value for customers and capture some of that value for itself. Organisation design turns the operating model into the reality of day-to-day business. Thus the operating model is the “what” and the design is the “how” (see Figure 1.4).

Once the purpose, strategy and operating model are agreed, and in order to maintain organisational viability, leaders consider the optimum design, implement it, and then continuously and consciously develop the design. Part of doing this effectively means paying close and consistent attention to current, potential or anticipated context changes and making decisions and choices on how and when to respond.

Understanding the operating context helps determine the need for and scope of organisation design. Not having a rich and deep understanding of this means organisations are not sufficiently prepared to respond to changes in the context – they lack resilience.


FIGURE 1.4 Strategy, operating model, organisation design

[image: Images]
Source: Adapted from Bain Brief, Winning Operating Models


McDonald’s corporate renewal, in response to context changes, shows the progression from purpose, to strategy, to operating model, to organisation design.5


McDonald’s purpose is to “make delicious feel-good moments easy for everyone”. In 2015 Steve Easterbrook was appointed CEO of McDonald’s “to shake it out of its complacency”. Although he was fired in 2019, his successor Chris Kempczinski unveiled a new strategy in November 2020 that builds on the work started in recent years. … From 2015 onwards, it pared back its array of menu offerings and focused [its operating model] on price and quality… It streamlined its sprawling international operations … As it recovered its financial footing, it turned to investing in the future. … its franchise model makes it important to build consensus … it tests new ideas in local markets before suggesting them to franchisees worldwide. … McDonald’s has used the [covid-19] crisis to step up the pace of its transformation … With the interiors of many of its restaurants closed, [its organisation design] has relied on the roll-out of its digital, drive-through and delivery initiatives, all of which encourage a more contactless experience that it believes will outlive the pandemic. … As a corporate turnaround it is a compelling story. (Since 2015 its market value has almost doubled to $160 bn.)



McDonald’s’ swift response to the impact of coronavirus on the operating context has kept the organisation high performing. By the end of the first quarter 2021, McDonald’s revenues had almost returned to pre-pandemic levels – and fourth-quarter sales in the US were actually higher than a year earlier.

This example highlights that context shifts do not come in neat single packets. Whether a business is new or established, it is usually responding to several changes in context simultaneously. In this case, as well as to the coronavirus, McDonald’s was responding to competition from “American upstarts such as Chipotle and Shake Shack, shabby premises, hundreds of items on the menu that its customers could not afford”, criticism that it was a “parasite on society, paying low wages and promoting obesity”, and a significant dip in the stock price.6

The McDonald’s example emphasises the point that the context is not static. As the context changes, design shifts have to happen. In this instance McDonald’s, without changing the strategy, accelerated its digital transformation (the organisation design) as part of its response to the covid-19 pandemic. Businesses must be designed to be adaptable to and accommodating of constant context changes.

Principle 2: Organisation design requires systems thinking: about the many elements of the organisation and the connections between them

When the organisational purpose, strategy and operating model have been agreed, then the organisation can be designed. Typically design elements include those shown in Table 1.1. Designing the elements such that they interact seamlessly requires “systems thinking”, defined as “a set of synergistic analytic skills used to improve the capability of identifying and understanding the organisational elements and their interdependencies, predict their behaviours and devise modifications to them in order to produce desired effects”.7

The value of systems thinking is that it “encourages the designer to question the existing system – the boundaries, perspectives and relationships that could be relevant to addressing a complex issue. Through systems thinking, designers can generate deeper insights, guard against unintended consequences and co-ordinate action more effectively.”8

Delivery of desired business results comes from aligning the organisational elements so that collectively they operate as a coherent system, to achieve the business’s purpose and strategy in line with the operating model.

Reflecting on and planning an appropriate design to do this is important because poor designs result in poor outcomes. Whether the business is new or established, good design decisions will help give a competitive edge, minimise risk, raise performance levels and support the ability to anticipate and respond to a changing operating context.

This systems approach to organisation design is evident in the case of Reliance Jio.9


Reliance is a well-known company in India, originally founded by Dhirubhai Ambani in 1973. Today, [2020] led by his son Mukesh Ambani, the company operates a broad conglomeration of businesses, each of which is growing at astounding rates. The Reliance Jio business sells phones and services in thousands of small towns all over India. Typically, this organisation would be designed as a massive matrix, with local managers, district managers, regional managers, and so on. The Chairman looked at that idea and rejected it. Decision-making would be far too slow.

Today, the Reliance Jio business has been designed around a “fractal” organisation model … a network-based operating model, where each small sales and service team operates independently. There are regional and country managers, but they get sales, support, hiring and financial information in a real-time dashboard. If an employee or local manager needs information on product shipment or features, they just go online, bypass the entire hierarchy and interact with a real-time operations centre. …This model is one which empowers thousands of local sales and service teams to reach into Indian markets with a “one-stop” service for all products.



The Reliance Jio business purpose and strategy are clear and the fractal structure, team-based working, lack of hierarchy, easy communication flows, reward systems and interpersonal accountability are all aligned to promote consistent high performance that delivers the strategy.

There is some debate on whether culture can be “designed”, but it is evident that designs can shape culture at both an organisational and possibly societal level. Reliance Jio is a case in point. At an organisational level the design drives a culture of accountability: “The real relevant management principle was to ask everybody to own the full accountabilities for their respective outcomes. This implies that they must step well beyond the classical understanding of organisational boundaries and work with anybody they need to solve the issue or produce the necessary results.”10

At a societal level: “Reliance Group Chairman Mukesh Ambani with the launch of greenfield 4G network Jio in 2016, changed the entire competitive and technology landscape in India, amassing close to 400 million 4G subscriptions. To Ambani his venture is a push to democratise the digital culture, helping vast numbers of Indians to make full use of the internet for the first time.”11

There is, however, no blueprint for design. Another company could not use the Reliance Jio design and achieve the same results. Just as there are many designs of vehicles (designed for specific customer segments and purposes), so the design of any organisation must reflect its particular styles and cultures of operation. Each enterprise has to determine its own design and also its own timing and conditions for design work (but it must relate these to the purpose, business strategy, operating model and operating context).

Principle 3: Organisation design takes strong, thoughtfully used, future-oriented mindsets and methods

The late South African economist Ludwig Lachmann once wrote: “The future is unknowable, though not unimaginable.” What he meant is, it’s beyond our ability to know what the future will bring. We cannot plan without errors, because we do not actually know anything about the future before it’s already reality. The future is not simply unknown, which suggests a lack of information, but unknowable – what will be is uncertain. There is no information.

But while the future is unknowable, this does not mean it is hopeless. Our efforts always aim to create some specific, limited part of the future. They can do this, as Lachmann notes, as the future is imaginable. Because we can imagine different futures, we can act to create the better version. “We have the creative ability to draft scenarios and possible outcomes, so we can prepare for what is more likely to be. And [we can] attempt to bring it about.”12

There is a design tension inherent in designing for what is in front of us in the immediate future and what we imagine in the further out future. Organisation design requires leaders to prepare now the conditions and develop the organisational capabilities for others to adapt and respond creatively to future needs.

Leadership teams must recognise and manage that tension, perhaps taking guidance from the authors of the book The Design Way, who say “Design is the ability to imagine that-which-does-not-yet-exist, to make it appear in concrete form as a new, purposeful addition to the real world.”13

They can do this partly by taking the view that the future is not entirely unpredictable. Specific future events and trends may be unpredictable, but it is possible to envisage the implications of possibilities as sets of potential actions that the organisation may have to be ready for and designed to take.

The 2020 coronavirus pandemic is a timely example of this. Although organisations had not foreseen it as a specific event in their contingency planning, it would have been possible to plan for the possibility of a rapid shift to at-home working, online sales increasing, supply chains becoming disrupted, and so on.

Thus, the organisation design is less about designing an organisation for a specific predicted or desired future and more about designing an organisation that is flexible, adaptable, resilient, ready and prepared for any future.

This point raises the question of if the change in context is so drastic that organisation design cannot surmount the challenges. Indeed, there are limits to organisation design and redesign possibilities. A key research line on this is that of path dependence, the hypothesis being that the ability to meet any future is constrained by the purpose and form the organisation had on initial founding. At a simplistic level, this means, for example, that Marks & Spencer, a clothing retailer established in 1884, will never have the capabilities to develop all the attributes of competitors Zara (established 1974) or Primark (established 1969) and be able to compete with them.

The form organisations take also make them more, or less, capable of meeting uncertainty. Large organisations that are tightly coupled via systems, processes, policies and so on, are less likely to adapt to local or changing contexts, as a failure in one part of the system may lead to a broader system failure. Business units which are loosely coupled (as is Haier, discussed in Chapter 8) have a better chance of exploiting alternative bases of future viability. Organisations that managed the vicissitudes of 2020 and the pandemic well, tended to be loosely coupled or small and independent, or predominantly operating online.

Part of the designer’s task is to encourage leaders not to worry about predicting events but to rehearse the kinds of responses that they need the organisation to be capable of. Leaders can do this in part by looking at their business’s operating model, resources and core capabilities and work out the hard-to-accomplish changes that might be required in each dimension in response to some unknown but not unimaginable external event or context change.

They can also do it by conducting trend analysis, simulations, rapid prototyping, scenario planning, gaming, environmental scanning and a range of other techniques that help give clues to the future imaginable operating context. Academic research on organisational forms also yields insights that leaders would do well to pay attention to. Organisations that take the future seriously are less likely to be blindsided by events than organisations that are rooted in the present.

Shell, a multinational oil and gas company, has had considerable success over the past 40 years working with scenario planning. Scenarios include unexpected and dramatic falls in oil prices, security risks from operating in volatile areas and unanticipated changes in tax requirements from new governments in countries where it operates.

This has enabled the organisation to meet setbacks effectively with swift action and to perform well in difficult circumstances. It says of scenario planning:14


Scenarios don’t describe what will happen, or what should happen, rather they explore what could happen. We base them on plausible assumptions and quantification, and they are designed to stretch management’s thinking and even to consider events that may only be remotely possible. Scenarios, therefore, are not intended to be predictions of likely future or outcomes or a strategy.



The Scenarios Team say of the 2020s, and preparing for them:


We believe there will be three dramatic tensions at play in the 2020s – between wealth, security and health. People will seek all of these to some extent, but what societies choose to prioritise may differ. These priorities, along with different societal capabilities, such as public health, could shape the decade.



Not all organisational leaders are as future oriented as those of Reliance Jio and Shell. What many fail to do is devote time and energy to considering future possibilities, being preoccupied by current and day-to-day issues. Frequently, they are caught off guard by predictable events and are equally unprepared for unpredictable events, having no plans in place to deal with either eventuality. As the late Clayton Christensen, a management thinker, pointed out:15


It’s not that managers in big companies can’t see disruptive changes coming. Usually they can. Nor do they lack resources to confront them. Most big companies have talented managers and specialists, strong product portfolios, first-rate technological know-how, and deep pockets. What managers lack is a habit of thinking about their organisation’s capabilities.



In summary, organisation design involves recognising that any future state is a moving target, so designers aim to design a prepared, ready and resilient organisation capable of adapting and flexing to change.

At the time of writing, Ford UK is doing exactly this. Leaders are preparing for the adoption of the 5G technologies without knowing exactly how and when they will fully play out. Ford’s 5G Enabled Manufacturing (5GEM) team is implementing a project, supported by the UK government’s 5G Testbeds and Trials Programme, to link Ford’s Dunton factory with a site run by Cambridge company TWI to allow the two to work together on welding electric batteries. (The motor and battery needed for an electric vehicle require 1,000 welds and could generate half a million pieces of data every minute, which cannot be supported by existing factory systems). Chris White, team manager explains some of what they are learning:16


Network installation is ongoing. As “non-telecoms” people, we at Ford had a very limited appreciation of what is involved. The Mobile Private Network (MPN) – has taken several months to install, partly due to the pandemic, but also because we were ill-prepared for what is required: fibre links, power supplies, GPS antennae locations… I am sure this will change, as 5G MPNs become mainstream. Installations will need to be reconfigurable quickly. … We have also had a significant debate within Ford about where 5G will fit alongside existing mobile connectivity and emerging alternatives (such as Wi-Fi 6). Ford is studying numerous solutions, and our project aims to inform where 5G will fit. Real-time process analysis and control is just one of several use cases we are exploring. There are many choices to make in how to adopt 5G. … From a global perspective there are differences in how [the 5G] spectrum is going to be managed, and this will drive complexity for Ford if we want a global solution.



Principle 4: The organisation design process involves social interactions and conversations as much as formal planning

Recent thinking about organisation design balances concern with its codifiable design elements – those listed in Table 1.1 – with concern with the much less codifiable social and community interactions. This is because of the evolving awareness that, at heart, organisations are social arrangements for achieving controlled performance in pursuit of an agreed purpose.

In fact, there is a view that organisations are designed solely through conversations. For example:17


Think of how an organisation comes to be. Someone envisions an undertaking she cannot accomplish alone. As she starts talking with others a shared notion of collective action begins to form.



At some point there is sufficient convergence of thinking and interests that people begin to act in concert. Only when the idea in the conversation gains this critical degree of coherence does the organisation start to function … The conversation precedes and gives rise to everything.

Managing the tension between the formal codifiable elements of organisation design and the informal, muddling through, conversations present challenges to those designers who discount the role social dynamics play in an organisation and the way they can disrupt or encourage a new design.

This tension can be addressed in two ways. First, involving a good cross-section of the organisation in carrying out the design work – either as reviewers of the work as it progresses, or project team members, or as advocates with a real role to engage colleagues in the thinking or any combination of these.

The German military did this in both designing the new Bundeswehr Cyber Innovation Hub, the digital innovation unit in the German military, and in all designing projects the Hub then delivered:18


At the Hub, all of the projects were planned and then subsequently carried out in conjunction with military troops. [Former CEO, Marcel “Otto”] Yon says. The team always believed that “‘with the user’ is better than ‘for the user’”.

“This is not how the military typically works. It usually goes through the hierarchies of the organisation,” he adds. Departments such as R&D, planning, sourcing and procurement go through a “formalised” way of thinking what the user needs, and then creating it for them. There’s an “underlying assumption that because they had been in the operating business before, they know what needs to be done”. The Hub challenges that assumption.



The second way to address the tension of formal organisation and social dynamics is to involve the workforce in ongoing discussions and reviews on the organisation’s design. It is the ground-level/frontline workers who understand on a day-to-day basis where the design could be improved. There are many examples of thriving organisations that involve, encourage and support their workforce in design decisions. Yash Pakka, a compostable tableware manufacturer in Faizabad, Uttar Pradesh, illustrates the case for employee involvement in the organisation’s design.

Back in 1999, a particularly severe bout of inter-communal violence meant that managers were unable to travel from their homes 12km away to the plant, and with no phone lines there was no way to get in touch with the workers for a month.

When the violence died down and managers returned to the plant, they were surprised to discover that the workers, more locally based, had been continuing the work without them, self-organising to order raw materials on credit. Even more surprising was the revelation that production levels had reached a record high in their absence.

From that point onwards the owner, KK Jhunjhunwala, and his leadership team decided to totally reconsider the role of managers and the autonomy of the factory workers. Fast-forward to 2019 and Ved Krishna, KK’s son, has continued the legacy of a progressive, values-driven organisation and taken it to new heights.

One of the methods of involving the workforce is “daily morning assemblies where the whole company gathers to hear production figures from the previous day via a loudspeaker and on white boards inspired by The Great Game of Business, after which people break out into small groups and discuss what needs to happen”.19

The success of this approach has enabled the organisation to plan to double its production capacity of moulded products to 2 million units per day by 2023, aiming to become a global leader in the sustainable food packaging segment.

Principle 5: Organisation design is a fundamental continuing business process, not a one-off repair job

Organisation design is best done on a continuing basis, one that frequently and regularly course corrects without the need for a heavily resourced one-off or spasmodic design programme. A fully engineered redesign programme following project phases and conventions has its place in some cases, but it may deflect attention from keeping the day-to-day business running and may be less effective than other types of interventions that could solve issues or make the most of presenting opportunities.

An old, but useful and interesting example is Procter & Gamble (P&G), a multinational consumer-goods company. Alan Lafley served as chairman and CEO from 2000 to 2009. As a 2005 interview with Rajat Gupta and Jim Wendler, published in McKinsey Quarterly shows, he bucked a commonly seen approach to company turnaround:20


Outrageously high targets for revenues, earnings, and market share; a bold vision based on a striking new business model or groundbreaking technology; major strategic moves, such as acquisitions or partnerships, that change the game in an industry; a new CEO, freshly arrived from the outside and committed to shaking things up. Such shocks to the corporate system are widely assumed to be necessary for transforming a company’s performance.

Yet Alan G. Lafley’s first five years as CEO of P&G show that none of these things is strictly necessary for achieving this sort of change. A large global company that has stumbled and lost some of its confidence can be led to new levels of performance through a more subtle form of leadership exercised by a long-term insider.



Lafley, who had been with P&G for 25 years when he became CEO:


	▪   reduced growth goals;

	▪   focused on core markets;

	▪   communicated his strategy clearly and simply;

	▪   affirmed the value of the culture;

	▪   invested more in management and leadership development.



Lafley’s approach was one of substantial change accomplished not by discarding what was in place but by making it work more effectively. His approach was highly successful.

During his nine-year tenure in the CEO role, P&G’s sales doubled and its portfolio of brands increased from 10 to 23. In addition, average annual organic sales grew by 5% and core earnings-per-share grew by 12%.

Lafley retired as CEO from P&G in 2009 and was replaced by Bob McDonald. In 2013 McDonald left suddenly, after 33 years of service. One commentator on this noted: “[Bob’s] a loyal insider and a very likable guy but he’s too structured a thinker for fluid situations and his style was getting in the way of making the kind of rapid responses P&G needs to respond to changes in the market”.21

Lafley, a master at reading context changes and doing continuous organisation design, returned as CEO for two years. As in his first CEO tenure, Lafley continued his second stint as CEO working with his predecessor’s strategy, which he streamlined to include a divestiture of scores of non-core consumer brands.

In his letter to employees at the start of his second CEO tenure Lafley said:22


I want to assure you that we will build on the business momentum behind the current growth strategies:

Strengthening core developed market business. Maintaining strong developing market momentum. Building and leveraging a strong innovation pipeline. Driving cost savings and productivity improvements.



In 2015, with its re-focusing nearing completion, P&G felt in a position to install a new leader without pressure from investors. Alan Lafley continued with the organisation for a further year as executive chairman, giving David Taylor, the new CEO strategic guidance as Taylor transitioned to the new role.

Knowing whether there is a need to “start over” the design, rather than making ongoing changes to the existing framework, is a question of staying alert for clues, particularly from the external environment, being familiar with the organisation, and having an appreciation of how the workforce and outside analysts will respond to major redesign over continuous redesign.

This “start over” versus continuous course corrections is best not seen as either/or. Rather, see it as a tension to be handled pragmatically and judiciously.

An example is the challenge that faced Satya Nadella when he became Microsoft’s CEO in February 2014. As the Washington Post noted at the time:23


Nadella’s tenure at Microsoft’s helm will be largely defined by how he balances the competing visions of Microsoft’s future and the strong personalities who will be pushing those visions in Microsoft’s boardroom … [Steve] Ballmer, previous CEO, envisioned Microsoft as a “device and services” company and reorganized the company last year to better execute that vision. But now Ballmer is out – though still on the board – and with a new CEO come fresh questions about the fate of consumer tech at Microsoft.

If the $10.4 billion Microsoft spends on research and development is as fantastic as the former employee says, Microsoft would have a prime opportunity to do what others in this space have also done: build a consumer-facing brand that highlights Microsoft’s technologies in virtually everything from ATMs to gas station terminals or that shows how Microsoft services are behind the next wave of other people’s technological innovation … Yet history suggests this could be an uphill climb for Nadella. Ballmer struggled to build new consumer-facing businesses at Microsoft for more than a decade, with little to show for it. Nadella will have to decide whether to continue with that strategy or make a painful break and focus on areas where the software giant is a proven winner.



On his first day as CEO Nadella made clear, in a letter to employees, how important it would be for the company to evolve:24


While we have seen great success, we are hungry to do more. Our industry does not respect tradition – it only respects innovation. This is a critical time for the industry and for Microsoft. Make no mistake, we are headed for greater places – as technology evolves and we evolve with and ahead of it. Our job is to ensure that Microsoft thrives in a mobile and cloud- first world.



Six years later, in October 2020, The Economist reported on Microsoft’s success:25


Mr Nadella dethroned the Windows operating system as its core product. He brought Microsoft’s software and services to other operating systems, including “open source” Linux, as well as Google’s and Apple’s. Most important, he put Microsoft’s cloud-computing arm, Azure, launched in 2010, at the heart of the business. The result has been double-digit revenue growth and a market capitalisation of $1.6trn. Only Apple and Saudi Aramco, an oil colossus, are more valuable.

Microsoft succeeded in its reinvention where other tech firms seeking a second life, such as IBM and Oracle, have not. But nothing lasts forever in the fast-changing world of technology.



The requirement to maintain a business designed for its context is a constant. This means knowing when and how to make design changes. What works in one time and environment does not work in another. If the business results and the environment are signalling that the current design fundamentally does not work, it is time to change it.


Reflective questions: How useful are the five principles for organisation design work? How can they be applied in the day-to-day?



Summary

Organisation design is a series of activities aimed at aligning all the elements of an enterprise in order to increase performance and deliver the business purpose and strategy. Conscious choices and decisions about the most appropriate design must be made by each organisation.

Five principles govern effective organisation design:


	1.  Organisation design is driven by the business purpose and strategy, the operating model and the operating context.

	2.  Organisation design requires systems thinking: about the many elements of the organisation and the connections between them.

	3.  Organisation design takes strong, thoughtfully used, future-oriented mindsets and methods.

	4.  The organisation design process involves social interactions and conversations as much as formal planning.

	5.  Organisation design is a fundamental continuing business process, not a one-off repair job.






2

Systems thinking, models, approaches and method


Every system is perfectly designed to get the results it gets.

Paul Batalden or Donald Berwick



Systems thinking

A practical starting-point is to accept that organisations are systems – that is, they are composed of interrelated and interdependent elements, “linked together by dynamics that produce an effect, create a whole new system or influence its elements”.1

However, the principle that “organisation design requires systems thinking: about the many elements of the organisation and the connections between them” attracts fierce, yet useful, comment, including: “There is no such thing as systems thinking – period.” “Systems thinking is not a singular thing but a range of systems methods.” “People do not understand the basic concepts of systems thinking and/or methods.” “Systems thinking is a trendy and convenient label for non-systemic practice.”

These types of comments are all, in some measure, true, and academics in the systems disciplines expend time and effort trying to define their specific systems perspective. However, for an organisation designer or manager this theoretical debate is of little practical use.

The comments can be used as indicators to those who are unfamiliar with the many theories, methods, practices and language of systems. When looking at the concepts and theories, they can then decide which ones are of value to their organisation design work and apply them. However, this takes more time and effort than most leaders, managers and practitioners have available to spend on it.

Simply accepting that an organisation is a system and must be treated as such is good enough to begin design work.

Regardless of challenges to the phrase “systems thinking”, it is one in everyday use – albeit with many definitions. What the definitions have in common is references to interconnections, the understanding of dynamic behaviour, systems structure as a cause of that behaviour, and the idea of seeing systems as wholes rather than parts or silos.

Accepting that organisations are systems and systems thinking does help in design work enables designers “to step back from the system they are in, think about what they are trying to achieve in relation to the bigger picture, and collaborate with a broad range of stakeholders … encouraging them to assess and question the existing system – the boundaries, perspectives and relationships that could be relevant to addressing their design issues and opportunities”.2

Systems thinking in this, perhaps simplistic way, offers the opportunity to adopt what the Waters Center for Systems Thinking calls “the habits of a systems thinker”. The habits most usefully adopted for organisation design are:


	▪   looking at the whole picture;

	▪   recognising that patterns change;

	▪   seeing that feedback loops exist and that some nodes are more powerful than others;

	▪   acknowledging that different perspectives give different insights;

	▪   knowing that cause and effect can be delayed and chaotic, and may not appear related;

	▪   exploring the short-term, long-term and unintended consequences of action.



In practice, adopting these habits and applying systems thinking in organisation design work means:


	▪   putting desired outcomes first instead of institutional interests and resource control;

	▪   promoting value-based decisions (instead of simply regulating) to allow individual organisational units to set their own processes to achieve shared goals;

	▪   designing functions and organisational units around users;

	▪   involving senior management, especially when attempting to transform long-established and complex systems;

	▪   inviting the participation of a critical mass of actors representing different positions and roles – all of whom understand the need for change and are willing to act on it – is crucial for achieving results.3



Illustrating these points in action is ICANN (Internet Corporation of Assigned Names and Numbers), a global non-profit, public-benefit organisation operating largely independently of national governments, formed in 1998. Its purpose is to help ensure a stable, secure and unified global internet.

Its role in this is to oversee the internet’s address system in order to ensure that every address is unique and that all users of the internet can find all valid addresses. It is also responsible for accrediting the domain name registrars and developing aspects of internet policy. Thus, it puts desired outcomes first instead of institutional interests and resource control.

It is designed as a multi-stakeholder model, with a number of groups, each representing different user interests on the internet and all of which contribute to any final decisions that ICANN makes. This format promotes value-based decisions (instead of simply regulating) to allow individual groups to set their own processes in order to achieve shared goals.

The user groups are supported by the ICANN organisation and Board, demonstrating the need for the involvement of senior management in supporting change and the transformation of a complex system. ICANN’s structure is shown in Figure 2.1.

Anyone is invited to participate in or comment on the work and organisation of ICANN. Thus, ICANN draws on a critical mass of actors representing different positions and roles – all of whom understand the need for change and are willing to act on it.


FIGURE 2.1 ICANN structure

[image: Images]

The idea behind this design is that internet governance should mimic the structure of the internet itself – borderless, open to all and designed around users.

The way it operates gives everyone with an interest in the smooth running of the internet a voice – individuals, non-commercial stakeholder groups, industry and governments – via a bottom-up, community-based, consensus-driven, policymaking approach. Its community of participants is drawn from all over the world.

ICANN, as any organisation, does not function perfectly and as the context changes so must the organisation. This necessity for continuous organisation design was recognised in one of the CEO’s 2021 objectives: “To implement the outcome of the Enhancing the Effectiveness of ICANN’s Multistakeholder Model initiative”. This noted, “As ICANN continues to evolve and our environment becomes more complex, our governance must also evolve without compromising our deeply valued bottom-up, decision-making process. ICANN org should step up and work with the community to help ICANN move forward.”4

Adopting the habits of a systems thinker and practising systems thinking are not the only approaches that comes into play in designing . Other approaches include design thinking and programme managing (both agile and waterfall programmes). These are discussed later in this chapter. In many cases designing also requires some awareness of network science, behavioural science and skills in data collection and analysis.

However, all the approaches mentioned above have interlinked foundations – around systems theories – and in some cases share methodologies using processes and practices that aim to effect systemic change.

Because most organisation design is taking place in a complex context it requires systems approaches to “help map the dynamics of the surrounding system, explore the ways in which the relationships between system components [elements] affect its functioning, and ascertain which interventions can lead to better results”.5


Reflective questions: What are the pros and cons of adopting systems thinking in organisation design work? How relevant is ICANN’s design, based in systems thinking, to other types of organisation?



Models


All models are wrong but some are useful.

George Box



To support the application of systems thinking and systems approaches, organisation designers choose one of a fairly small but commonly used set of what they tend to call “systems models”. This term is contested by those in the systems community. Their view is that the so-called systems models either only emphasise or over-emphasise the formal elements of the organisational system at the cost of the agentic (informal) elements – the role of human agency in an organisation. In their view, design needs a few new models that balance formal and informal to better depict the organisational system, and make a more useful and representative “systems model”. Bowing to this challenge, the word used in this section is simply “models”.

The models in use are visual representations of some of an organisation’s elements and their interactions. Despite disparagement from some systems theorists, the models (simplistic and partial as they are) prompt conversations about the interactions, interdependencies and relationships between the organisational elements. This moves the discussion away from a focus on one element – usually the structure – towards a discussion that is more likely to recognise the organisation as a system.

In this respect, models help the design process by providing a framework that organisations can use to break down and classify large amounts of information and data. They can also help to ensure that no areas are inadvertently missed.

There is sometimes a difficulty in explaining what a model is and what it is for. It becomes clearer by thinking of an organisation as analogous to a living human being – an individual system, comprising:


	▪   systems – e.g. the circulatory and nervous systems;

	▪   processes – e.g. the digestive processes;

	▪   organs – e.g. heart, brain, kidneys, liver and lungs;

	▪   chemical elements – e.g. oxygen, hydrogen, carbon, nitrogen;

	▪   tissues – e.g. muscle tissues, connective tissues.



When the human is healthy, these systems and processes work in harmony, enabling interaction with their environment.

To explain these body constituents and their interrelationships, medical educators make use of anatomical models. Different anatomical models illustrate different constituents of the human body. For example, the intricate models of Mixed Dimensions, an organisation that transforms digital content into physical objects, show the minute details of the human body’s muscles, bones and skin. While the model of SynDavers, a producer of high-fidelity medical simulation models, includes bones, joints, muscles, organs and tendons, the major nervous system and vascular components.

Comparing organisations to human bodies has some limitations. An organisation’s evolution and development are very different from a human being’s, but the comparison illustrates the fact that, as with human bodies, organisations comprise multiple interdependent parts.

In an organisation, changing one part, for example, an IT system, without recognising that this change will have an impact on multiple other organisational parts, is equivalent to thinking that a hip joint can be replaced without taking account of muscle structure, nerve connectivity, tissue damage and so on. The risks of not paying attention to interdependencies are high.

Organisational models are used similarly to anatomical models. They enable a step back from the day-to-day organisation – aiming to foster an impartial objectivity that facilitates constructive discussion about the organisational elements and their relationships to:


	▪   the external ecosystem and environment;

	▪   the way teams, roles and tasks are organised;

	▪   the way business processes are run and the way value is delivered.



As with anatomical models, there are several different organisational models in common use in organisation design work. Choosing one that is appropriate for a specific organisation’s design intent involves consideration of the strategy, the operating model and the problem or opportunity a new design is intended to solve.

In cases where none of the off-the-shelf models seem appropriate, a bespoke model can be developed, although the time and energy spent on developing a bespoke model might be better spent elegantly designing and adapting any one of the frameworks to fit an organisation’s particular context.

Table 2.1 compares the six models organisation designers most commonly use. The table notes the elements referenced in each model and some strengths and limitations of each. This is not an exhaustive list. There are other models in use, some from the related fields of business architecture and enterprise design – for example, the Business Architecture Guild model, the Zachman framework and the Viable System model.

Comparing the models helps leaders and/or organisation designers decide which one is best for use in a specific organisation. The choice depends on several factors, including:


	▪   Whether there is a preference for a model developed and tested from theory or a model developed and tested from practice (or both).

	W. Warner Burke, Edward Lee Thorndike Professorship of Psychology & Education, Columbia University, in a paper discussing this point, notes that, “from the perspective of both research about organisations and consultation to organisational clients, we have experienced some frustration about most, if not all, current organisational models that do little more than describe or depict. A case in point is the 7S model developed by Pascale and Athos (1981) and further honed by Peters and Waterman (1982).”6 This means the models are not derived from empirical research or based in sound theory, but are practitioner or consultant developed, and gain credibility and use through association with a brand.

	▪   Whether there is a known organisational priority – for example if there is a general feeling that leaders do not give enough strategic direction and guidance, then a model with “leadership” as an element might be chosen as this will drive the need to make an element explicit in the model.

	▪   Whether the outside environment is important – some models do not show external context.

	▪   Whether it can be easily and simply adapted or customised if appropriate. (Possibilities for adaptation avoid the risk of getting trapped by a chosen model.)

	▪   Whether it is appropriate for the whole organisation or for a single business unit. (It is possible to use more than one model in an organisation in some circumstances.)



Further factors for model choice are suggested by researchers Falletta and Combs:7


	▪   Whether it meets the organisation’s current problem or need;

	▪   Whether leaders are comfortable with it;

	▪   Whether it fits the organisation’s culture;

	▪   Whether it is sufficiently comprehensive to capture all the factors and variables of interest without overwhelming or confusing key stakeholders in the organisation.



The models shown in Table 2.1 are still in use after six decades from first development, giving rise to debate on how appropriate they are for this decade when speed of adaptation to rapidly changing contexts is that much more than the relative stability of the 1960 and 1970s. But at the time of writing there are few alternatives to them being either consultant driven or empirically tested.

Most models force the clear declaration of the organisation’s purpose. The choice of model to develop the design is more a question of fit. But to help choose the model for the specific organisation, ask diagnostic questions such as:


	▪   Does the model package the organisational elements in a way that stakeholders will recognise? (Are they the elements that are important in the organisation? Are there critical elements missing from the model?)

	▪   How will stakeholders react to the presented model? (Is it jargon-free and simple to understand and communicate?)

	▪   Will the model find favour across the organisation or will it compete with other organisation design models?

	▪   Does the model harbour implicit assumptions that might help or hinder design work? For example, does it include or exclude factors such as local culture (both national and organisational) and human factors (such as personalities), or does it suggest ways that elements may relate to each other?

	▪   How adaptable is the model to the specific context and circumstances in which it will be used? Does it enable any new perspectives or innovative thinking? Is it scalable to small work-unit design and whole organisation design?

	▪   Does the model work with other models in use in the organisation (for example, change management or project management models)?

	▪   Are the costs to adopt the model acceptable (for example, training, communication and obtaining buy-in)?

	▪   Does the model allow for new and unconventional organisation design that will help drive the business strategy?

	▪   Does the model have a sponsor or champion who will help communicate it appropriately?

	▪   Does the model allow for transformational design as well as transactional design? (Transformational means a design developed in response to environmental forces either internal or external to the organisation – for example, creation or closure of a business unit or a merger – that affects the mission, strategy and culture. Transactional means changes related to the business or work-unit structures, systems, processes and so on that might be needed to carry out the mission and strategy but do not change them.)



The case study closing this chapter shows how one organisation made the model choice.

TABLE 2.1 Comparison of commonly used systems models









	Originator

	Elements of model

	Strengths

	Limitations




	McKinsey’s 7-S model (developed by Pascale & Athos, 1981; refined by Peters & Waterman, 1982)

	Systems

Strategy

Structure

Style

Shared values

Staff

Skills

	Description of key organisational elements

Some recognition of the interaction between these

	No external environment (input)/throughput/output element

No feedback loops

No performance variables

All begin with “S”, which requires forcing non-S elements, eg, processes, into a category

Can be interpreted as just a list

NOTE: The last found reference to the 7-S model in McKinsey’s was 2008a




	Galbraith’s Star model (developed 1973)b

	Strategy

Structure

Processes

Rewards

People

	Description of key organisational elements

Some recognition of the interaction between these

	Does not “call out” some key elements including inputs/outputs, culture (although in his white paper on the model Galbraith explains how organisation design affects behaviour and culture)c

No external environment (input)/throughput/output element

No feedback loops




	Weisbord’s Six Box model (developed 1976)d

	Leadership (coordinates other five elements)

Purpose

Structure

Rewards

Helpful mechanisms

Relationships

	Includes some diagnostic questions in each box

Requires the purpose to be stated

Requires discussion to identify “helpful elements” and “relationships”

	Focus on some elements may lead to overlooking of others




	Nadler and Tushman’s Congruence model (developed 1977 and updated 1999)e

	Informal organisation, formal organisation, work, people

(with inputs and outputs)

	Easy to follow

Allows for discussion of what comprises “informal” and “formal” organisation

Boxes must be congruent with each other

	Few named elements may lead to wheel-spinning or overlooking of crucial aspects




	Nadler and Tushman’s Updated Congruence model (1999)

	One overarching vision with possible competing business unit strategies

Shows need to recognise interdependencies between people, culture, formal organisation, strategy and tasks across business units

	Allows for business unit differences

	Requires clarity of accountability and boundaries of autonomy to keep units working to same purpose and direction




	Burke-Litwin’s model (original development 1968 and updated 1992.)f

	Mission/strategy

Structure

Task requirements

Leadership

Management practices

Work-unit climate

Motivation

Organisation culture

Individual needs and values

(Plus feedback loops)

	Includes feedback loops

“Calls out” more qualitative aspects (eg, motivation)

	Highly detailed

Difficult to grasp on a quick glance




	Leavitt’s Diamond (developed 1965)g

	Strategy

People

Technology

Process

External environment

	Straightforward Shows connections between the four elements

Specifically mentions external environment

	Might be over-simple





a https://www.mckinsey.com/business-functions/strategy-and-corporate-finance/our-insights/enduring-ideas-the-7-s-framework

b J. Galbraith, Designing Complex Organizations (Addison-Wesley, New York, 1973)

c https://www.jaygalbraith.com/images/pdfs/StarModel.pdf

d Based on Marvin R. Weisbord (1976), “Organizational diagnosis: six places to look for trouble with or without a theory”, Group & Organization Management 1 (4): 430–447

e D. A. Nadler and M. L. Tushman (1999), “The organization of the future: Strategic imperatives and core competencies for the 21st century”, Organizational Dynamics, 28 (1): 45–60 (https://doi.org/10.1016/S0090-2616(00)80006-6)

f http://documents.reflectlearn.org/Offline%20OA%20Models%20and%20Frameworks/BurkeLitwin_ACausalModelofOrganizationalPerformance.pdf

g H. J. Leavitt (1965), “Applied organizational change in industry”, in J. G. March (ed.), Handbook of Organizations (pp. 1144–1170) (Rand McNally, New York)


McKinsey’s 7-S model
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Galbraith’s Star model
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Source: www.jaygalbraith.com/star_model.asp



Weisbord’s Six Box model
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Nadler and Tushman’s Congruence model
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Nadler and Tushman’s Updated Congruence model
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Source: D. Nadler and M. Tushman, “The Organisation of the Future: Strategic Imperatives and Core Competencies for the 21st Century”, Organisational Dynamics, Vol. 28, Issue 1, 1999, pp. 45–60




Burke-Litwin’s model
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Source: W. Warner Burke and George H. Litwin, “A causal model of organizational performance and change”, Journal of Management, September 1992




Leavitt’s Diamond
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Source: H. J. Leavitt, “Applying organizational change in industry: Structural, technological and humanistic approaches”, in J. G. March (ed.), Handbook of Organizations, Rand McNally, 1965


As is clear from the description and visual representation of the various models, there are similarities and differences in the ways in which the elements are represented. Additionally, “The nature of the relationships between the variables also differ in the models. Some relationships are represented as direct (one-way) influences, while others are represented as reciprocal (two-way) relationships. One- or two-way arrows are used to depict the nature of these relationships. In many of the models it is not explicit whether variables are merely correlated or whether a cause-and-effect relationship between variables is thought to exist.”8

The way the experience of UK bank TSB is reported implies a lack of use of systems habits, thinking and models.9


The bank was rocked by serious tech issues in April 2018 after attempting to move to a new IT system, which left thousands of customers locked out of their accounts and some reporting that they were able to access to other people’s details. … The IT failure cost the bank £330m, while 80,000 customers switched their account to a competitor.



The CEO, Paul Pester, resigned in the wake of this, having been “heavily criticized for his role in a botched IT migration earlier this year that caused widespread disruption for thousands of its customers”.10

Subsequent investigations showed multiple causes of the failure. Many of these could, perhaps have been mitigated from the start by using systems thinking and a model to create an aligned organisation design – one that was resilient, ready and capable of handling a major IT transformation more effectively. Table 2.2 illustrates this.

TABLE 2.2 How systems thinking might have helped TSB Bank avoid IT failure








	TSB investigation revealed multiple causes of failure including:a

	Systems thinking and adopting the habits of a systems thinker might have helped mitigate risk of failure

	A model could help mitigate risk of failure: here, the McKinsey 7S model is used as an example to show the type of prompt question that could elicit an organisational systems view on the impact of the IT implementation




	Lack of hands-on involvement of members of the governance structure

	Systems thinking requires involving senior management when attempting to transform long-established and complex systems

	Style (of management) prompt questions, including:


	▪   Are the right people making the right level of decisions?

	▪   How are senior managers balancing prioritising this project over others?

	▪   Which senior managers have rights of authority and control over this project?

	▪   Are they aware of their accountabilities?





	Cost-cutting approaches driven by the finance department

	One of the habits of a systems thinker is to change perspective to increase understanding. In this contributor to failure, trying to see issues from other stakeholders’ perspectives and interests could help

	Shared values prompt questions, including:


	▪   Are key stakeholders in sync on their interests and objectives for this project?

	▪   How much does the project team value collaboration with other stakeholders (and vice versa)?

	▪   What organisational values are compromised or facilitated by this project?





	Lack of involvement of systems end-users, customers and others

	Systems thinking advocates designing around users’ wants, needs and expectations

	Skills prompt questions, including:


	▪   Are we capitalising on the skills and knowledge of our end-users and other stakeholders?

	▪   What skills does the project team lack that would help this project?

	▪   What skills do we need to develop in our end-users to ensure implementation/delivery success?





	Incomplete understanding of interface technologies both within and outside the Bank

	One of the habits of a systems thinker is to make meaningful connections within and between systems

	The model as a whole, showing lines of connection between the elements. Prompt questions include:


	▪   Are there any dependencies and interconnections to pay close attention to in this project?

	▪   What existing interdependencies and interconnections will be disrupted by the new technology?

	▪   Where are the potential failure points in the interdependencies and interconnections that must be managed?





	An overly optimistic project schedule

	Systems thinking suggests putting desired outcomes first instead of institutional interests and resource control

	Staff prompt questions, including:


	▪   Are there sufficient staff to get this project delivered to schedule?

	▪   Is the mix of staff correct for our purpose and schedule?

	▪   What needs to be done to sustain a stable and motivated staff mix for the duration of the project?





	Poor communication with the multiple people and functions impacted by the change

	Systems thinking involves inviting the participation of a critical mass of actors representing different positions and roles

	Structure prompt questions, including:


	▪   Are the right people at the right level being communicated with?

	▪   Does the structure of the project team include points of contact for engagement and involvement?

	▪   Does the way the organisation/project is structured create a project silo?





	Too little testing and prototyping in simulated situations and pilots

	A habit of a systems thinker is to check results and change actions if needed

	Strategy prompt questions, including:


	▪   Does this project have an overarching strategy to include – for the design, planning and delivery?

	▪   What is the strategy for piloting, prototyping and testing?

	▪   How well is the strategy understood and followed by project participants and stakeholders?





	No roll-back plan (to revert to original state in the event of failure)

	A habit of a systems thinker is to consider short- and long-term unintended consequences of actions, and plan actions to mitigate the risk of negative consequences

	Systems prompt questions, including:


	▪   How would the systems hold up in the event of a roll-back?

	▪   What systems are impacted in the event of a roll-back?

	▪   What work is being done to identify system readiness in the event of a roll-back?






a J. Stevens-Hall, “Lessons from the TSB failure: a perfect storm of waterfall failures”, Medium, February 18th 2020. (https://jonstevenshall.medium.com/lessons-from-the-tsb-failure-a-perfect-storm-of-waterfall-failures-4f4d2e789b35)


Reflective question: What truth is there in the statement “some models are wrong, all models are useful”?



Approaches

Choosing the right model for organisation design is one part of the process. The next part is to choose the right approaches – that is, the angles or viewpoints from which the work will be talked about and conducted (in a sense, the style and “philosophy” of it). The approach is different from the method, which is the organised, structured, systematic step-by-step description of tasks to be completed in order to implement and optimise a design.

The approach chosen must match either the current organisational way of doing things or set the tone for doing things in future. So, for example, if things are currently done by leadership mandate in a command-and-control environment there may be lack of capability and staff will not be used to a participative and collaborative approach to design work.

That said, organisations that are designed with the close involvement of stakeholders are more likely to be effective than those that are designed in a closed room by a few people. The more everyone in an organisation feels in some control of what’s going on and has input into things, the more likely it is that the end result will be one that they are motivated to work in: that is they will be committed rather than simply compliant.

Deciding an approach to organisation design is influenced by the assumptions, beliefs and cultures of the organisational members in relation to several themes/questions:

Who leads the organisation design process: In some organisations the CEO and/or the leadership team crafts the high-level design “in a darkened room”, not involving employees or other stakeholders. In others, consultants are brought in to lead on a proposed design, which is then presented to the CEO/leadership team. In others, the employees fully participate in co-creating a new design.

A 2020 report by change consultancy Metalogue, surveying the organisation design landscape noted: “At one extreme, design was undertaken by the CEO with no consultation with the executive [team] – and at the other, there was wide involvement of a range of internal and external stakeholders. In general, not involving critical stakeholders led to problems at the implementation phase. However, involving too many stakeholders without careful consideration, led to disruption, slowing, or hijacking of the process.”11

In day-to-day practice, the question of who carries out the design is a delicate balancing act. Margaret Hagan, who runs the Open Law Lab and is involved in working on how design can improve the justice system, refers to this as tensions between mandate and movement. Mandate represents top-down directives from a core group, often the CEO and/ or leadership team, while movement represents the involvement and participation of stakeholders.

As an example, the late Tony Hsieh, CEO of Zappos, an online shoe retailer founded in 1999 (and acquired by Amazon in 2009) mandated his 2014 decision to redesign Zappos as a holacracy. The driving belief was that this shift would enable employees to act more like entrepreneurs and self-direct their work, instead of reporting to a manager who would tell them what to do.

A year later in March 2015, frustrated with the slow progress towards it becoming the envisaged holacracy, “Hsieh gave employees an ultimatum to either fully commit to being a genuine participant in Zappos’s holacracy or leave; 18% took a generous buyout offer.”12 Whether, or not that can be construed as aiming to generate a movement by mandate is a question for debate.

But the workforce that was left is successfully demonstrating the power of self-organisation. In 2019 Hsieh noted that: “… all the research has shown that top-down approach doesn’t scale well and doesn’t work well for the long term. That’s part of going on this decentralized, self-organization path we’re going on. Really, whoever is closest to the customers should be making those choices and decisions.”13 And in a review of the Zappos experiment in generating a movement around self-organisation, reports in 2020 noted that “the company is still ahead of the curve, providing others with a model for what works and what doesn’t, under different conditions”.14

Who the end design is for: Organisations exist to serve a defined purpose, offering products/services or both to users.

Determining who the user is may be assumed often without question or discussion. This is a mistake, as identifying the primary user can be difficult. If there is no discussion about the users then choices and assumptions regarding them may remain unchallenged. This can impact the design in unintended ways.

For example, in a UK government department there was a split view on whether a specific design was primarily for the “citizen”, a “customer”, or a “claimant”. Think about the stereotypes around those three words and it is clear that design choices around service levels, quality of service, policies, to name a few, could well differ depending on what was assumed about the “user”. In this instance, agreement was not reached, – one of the multiple factors that resulted in a poor design outcome, plunging many citizens/customers/claimants into financial difficulties.

In general, organisation design must not solely satisfy the requirements of users, but, in the private sector, must also please shareholders and other stakeholders. (This is discussed in Chapter 7). Shareholders may bring other needs to the table, for example ensuring that design generates sufficient financial rewards. Other stakeholders may also have a say in the design. The recent trend towards ensuring that firms are taking appropriate action towards environmental, social and governance (ESG) goals also impacts the design approach:15


The increased focus on Environmental, Social and Governance (ESG) from institutional investors, proxy advisors and other corporate constituents continued through 2019 and into 2020. Not only were institutional investors … more publicly vocal about the importance they are placing on ESG-related matters, but they also signaled an increased willingness to encourage and support ESG-driven activist campaigns.



Activist campaign trends in 2020 include campaigning for reductions in carbon footprint, for protecting biodiversity, for better water management, against exploitation in the supply chain, and for good governance. These campaigns have direct design implications for organisations that choose to respond.

What type of system people think their organisation is: Often people describe their organisation in terms of a metaphor – for example, the organisation is like a super-tanker.

In his book Images of Organisation, Gareth Morgan describes organisations in terms of eight metaphors:


	▪   Instruments of domination: How organisations use and exploit their employees;

	▪   Machines: Organisations as mechanical systems;

	▪   Organisms: Organisations as growing and living “beings”;

	▪   Brains: Organisations as information processing brains;

	▪   Cultures: Organisations as shared systems of meaning;

	▪   Political systems: Organisations as systems of government and political activity;

	▪   Psychic prisons: Organisations trapped in one view of the world;

	▪   Flux and transformation: Organisations are in a continuous state of change, chaos and complexity.



In a later conversation on the book, Morgan talked about two further metaphors. First, the global brain by which he meant the neural-like interconnectedness of a digital world combined with the increasing significance of data. The second is organisation as media. He suggests that the digital revolution and the shift to electronic-mediated, multi-sensory modes of understanding “has got to be a force … that demands a completely new mode of thinking in how we understand the world that’s going on around us”.16

Organisations tend to operate as one or a couple of the metaphors and this can be picked up in clues, for example in the language used. Organisations that talk in terms of “chain of command”, imply the instrument of domination metaphor. These different metaphors reflect different assumptions about the nature of organisations and how to design them.

Estée Lauder Companies uses the metaphor of being like a family. “The company operates like a family,” says Fabrizio Freda, president and CEO. “Families are, in fact the most caring and demanding of environments. Our culture is a unique combination of nurturing and challenging, respectful of our roots and inspired to envision the future.”17

It may well be that although the CEO places emphasis on traits like caring and nurturing, many employees would not describe the organisation in such cosy terms. Nevertheless, the management almost certainly would like aspects of these traits to shape how it operates and the beliefs, assumptions and culture around “family” will influence the approach any organisation design takes.

“Family” can take many forms – a patriarchy, an extended family, a unitary family, and so on. In this case, clarification on what “family” means would help the way the design is shaped and implemented.

While the metaphors that management use do not, in many cases, result in a complete reflection of how the organisation operates, they can provide a framework through which to shape interaction between managers, employees and other stakeholders.

In summary, having a careful, intentional and respectful discussion on the approaches for conducting a proposed organisation design is worth the time invested. It mitigates some of the risks and consequences of taking an approach that jars with organisational expectations.

Method

Once organisations have assessed the various models they can use to effect change and have considered the various issues relevant to design approaches, they can then start to think about method.

Two methods are used. The first is project based, which is step by step, structured and systematic. This method is used for design work that has a specific end date or outcome – for example two organisations merging by the legally required date, or an IPO which will launch on a specific date. (Chapter 4 details a project-based method.)

The second is continuous organisation design. This is what is going on, either intentionally or unintentionally, all the time as the organisation responds and adjusts to its operating context. (Continuous organisation design is discussed in Chapter 5.)

In most organisations both project based and continuous design are going on simultaneously. This reflects the fact that “the lifespan of organisational forms is reducing. This creates much more fluid and transitory structures as organisations are having to redesign at speed whilst developing their capacity to adapt to future changes.”18

Of the project-based methods, the three most common in use in organisation design are waterfall, agile, and design thinking. The 7th Edition (2021) of A Guide to the Project Management Body of Knowledge (PMBOK®) reflects these three, in addition to other methods, without preference for one over another.

Waterfall is a linear phased process (Figure 2.2). It is traditionally used where the key design project requirements are detailed at the start, and the time to complete, scope and cost are agreed. Each phase is discrete and the next phase cannot begin until the prior phase is complete. This method has its origins in manufacturing and construction industries, where the sequential, no-going-back phasing was a necessity – concrete cannot be “unpoured” and a house cannot be built without the foundations first being laid.


FIGURE 2.2 Waterfall project phases
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Although it is inflexible in many aspects (the TSB example on page 44 cites an article titled “Lessons from the TSB failure: a perfect storm of waterfall failures”) the waterfall method can be useful in certain circumstances. For example, in the lead-up to an acquisition or merger, where there is a known date when the merger is to become effective or the acquisition takes effect.

An example is the Salesforce acquisition of Tableau in August 2019. The press release illustrates:


SAN FRANCISCO, Calif. – 1 August 2019 – Salesforce, the global leader in CRM, today announced it has completed its acquisition of Tableau Software, bringing together the world’s #1 CRM with the world’s #1 analytics platform.



The news of the planned acquisition was first announced on June 10th 2019, giving only a matter of weeks until the effective completion date. In this instance the design work required to this point in an acquisition makes a waterfall method a good choice.

Note, however, that the date of acquisition is not the end of the design process. On August 1st 2019, Adam Selipsky, President and CEO of Tableau, said:19


“Today marks the beginning of an exciting new chapter for Tableau, one where we will be able to accelerate our mission and help more people than ever see and understand data.”



On October 6th 2020, ZDNet ran an article headlined “Tableau integrates Einstein Analytics, becomes the analytics bridge in Salesforce ecosystem”, with the byline “Einstein Analytics will become Tableau CRM as Salesforce and Tableau outline the integration roadmap for 2021 and beyond”.20

In this ongoing integration context, a waterfall approach to implementing the roadmap would be unlikely to succeed, although it is possible to use an iterative cycle within each phase to make the method more flexible. Project Manager, Aghalar Gasimov writing on this notes:21


The PMBOK® Guide recommends that you still define scope early in the project, but that you modify time and costs after each iteration since you will understand them better. The iterative approach is like a bunch of small waterfall cycles with the customer verifying the work at the exit of each cycle. This gives you more flexibility and a better opportunity to address changes and reduce risk.



Alternatives in a project like the Salesforce/Tableau integration, where there are multiple changing variables and unknowns to contend with, suggest that an agile or design thinking methodology is more appropriate.

Agile methodology originated in software design with the Agile Manifesto, comprising 12 principles, launched following a meeting in February 2001. Since then it has become widely adopted outside software development as a methodology, and a design in its own right, in organisations seeking “transformation”.

Using the agile methodology in organisation design work means following many of the same 12 principles of the Agile Manifesto, albeit applying them differently (software development is not the same as organisation design).

For example, Principle 4 reads: “Business people and developers must work together daily throughout the project.” Applied to organisation design work, this means that the design team and the people impacted by the design must work together throughout the design cycle.

The agile methodology comprises four phases, which operate in rapid cycles (Figure 2.3), often in two-week “sprints”. (There is an agile methodology language including words – scrum, backlog, tribe – which many organisations using the methodology adopt. To help, there are several glossaries of agile terminology).

The purpose of sprints is to break down the design work into bite-sized chunks, each with a specific outcome. This enables the design team to plan a single sprint at a time and adapt future sprints based on the outcome of the sprints already completed. For example, an early two-week sprint might be to define the challenge or opportunity that the design seeks to address. The next sprint is based on the outcome of that one.

The agile methodology’s first principle is to satisfy the customer through early and continuous delivery of valuable software. This customer focus is shared with the design thinking methodology, which has five phases (Figure 2.4) and is iterative in a similar way to the agile methodology.

Design thinking revolves around a deep interest in developing an understanding of the people for whom organisations are designing. The method involves questioning – of the design problem, the assumptions around it and its implications. It is a useful method when problems are ill defined. It involves a great deal of prototyping and testing and trying out concepts and ideas.

Choosing which method or combination of methods to use for a specific organisation design depends on various factors, including the current method in use, the type of project, organisational risk appetite and governance requirements. Table 2.3 compares the methodologies.

It is possible that over time, these three methodologies and others will become less distinguishable from one another. The 2021 7th edition PMBOK® guide presents 12 principles of project management on which to base a methodology for the planning and delivery of a project. The principles are considered universal regardless of approach and are close in intent to the habits of a systems thinker.


FIGURE 2.3 Agile methodology
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TABLE 2.3 Comparing agile, waterfall and design thinking methodologies








	Waterfall characteristics

	Agile characteristics

	Design thinking characteristics




	Bureaucratic paradigm

	Democratic paradigm

	Human-centred paradigm




	Full-cycle planning

	Short-cycle learning and adaptability

	Short-cycle learning and adaptability




	Externalised control removed from the work

	Internal control placed close to the work

	Controls within collaborative teams




	Inward orientation to hierarchy

	External orientation to stakeholders

	Orientation to humans both internal and external




	Vulnerable to cascading delays

	Decreased risk of missed objectives and/or outcomes

	Less focused on pre-defined objectives/outcomes and more focused on emergence




	Useful for simple or complicated design project

	Useful for complex design projects

	Useful where creativity in novel situations is required




	Co-ordination and scheduling

	Fluid, real-time collaboration

	Fluid, real-time collaboration




	Heavy documentation

	Lighter-weight framework

	Lighter-weight framework




	Diffuse responsibility

	Direct ownership

	Owned by collaborative participants




	Stable environments

	Dynamic environments

	Creative environments





Source: Adapted from “Ten differences between agile and waterfall methodologies”, On the Mark, n.d. (https://on-the-mark.com/agile-and-waterfall-methodologies/)


FIGURE 2.4 Design thinking methodology
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The principles are:


	▪   Stewardship: Be a diligent, respectful and caring steward.

	▪   Team: Build a culture of accountability and respect.

	▪   Stakeholders: Engage stakeholders to understand their interests and needs.

	▪   Value: Focus on value.

	▪   Holistic thinking: Recognise and respond to systems’ interactions.

	▪   Leadership: Motivate, influence, coach and learn.

	▪   Tailoring: Tailor the delivery approach based on context.

	▪   Quality: Build quality into processes and results.

	▪   Complexity: Address complexity using knowledge, experience and learning.

	▪   Opportunities and Threats: Address opportunities and threats.

	▪   Adaptability and resilience: Be adaptable and resilient.

	▪   Change management: Enable change to achieve the envisioned future state.




Reflective question: Why is it important to invest time in choosing approaches and methods for organisation design work?




CASE STUDY 1

Choosing a model and a method for an organisation design

This case study illustrates how one organisation initiated a design and implementation project around a specific business issue. The choice of model and method was part of early thinking about how the design project should be set up. This formed the basis for resolving the issue in a participative and speedy way.

The organisation

A multinational pharmaceutical company with 91,000 employees in 140 countries. It is a world leader in offering medicines to protect health, cure disease and improve well-being. Its stated goal is to discover, develop and successfully market innovative products to treat patients, ease suffering and enhance the quality of life. It has leadership positions in both patented and generic pharmaceuticals. It is strengthening its medicine-based portfolio, which focuses on strategic growth platforms in innovation-driven pharmaceuticals, high-quality and low-cost generics, and leading self-medication over-the-counter brands. In 2019, the group’s businesses achieved net sales of $53.2 billion and net income of $9.1 billion. Approximately $6.8 billion was invested in R&D.

The issue

The pricing of drugs is currently done within each geographic location. Thus, there are many pricing teams, each responding to local conditions and each with their own methods and criteria for pricing. There is a view from headquarters that this model leads to overlap and duplication of work, inconsistent pricing for customers and lack of transparency on anticipated sales volume.

The requirement

An organisation design model and method for designing and developing a pricing organisation and strategy that will result in cost savings, efficiency gains, appropriate standardisation of pricing policies and processes (allowing for local conditions if necessary), and local reinforcement of the desired business image of the global company.

Discussion

A group of managers met to look at new ways of thinking about pricing. They agreed that the design envisaged was transactional rather than transformational: that is, the overall business vision, mission and strategy would be unaffected. However, they felt it likely that thinking differently about pricing, how to price and pricing teams would result in a significant new design of many components of the organisation.

Before looking closely at the models, the managers agreed that:


	▪   the function of pricing was to determine the best price to cover costs and earn overall profit for the whole enterprise and specifically its shareholders;

	▪   pricing was determined by a relatively complex input, throughput, output process, shaped by the environment;

	▪   they needed a common, agreed and adhered to pricing strategy that dovetailed with the overall business strategy at the enterprise level but allowed for differentiation at the local level;

	▪   the new “pricing organisation” should eliminate overlap, duplication and customer confusion.



This agreement ruled out a couple of the models immediately. The 7-S model does not specifically mention external environment and operating context and nor does Galbraith’s Star model, though both could be adapted.

The managers looked more closely at the remaining four models. The Burke-Litwin model with its many boxes, arrows and feedback loops looked too complex to be grasped easily and quickly by busy line staff operating in a range of geographies. The Weisbord 6-box model did not parcel the organisational elements in a way that seemed right to the group; for example, it was not clear what “helpful mechanisms” might look like across the current pricing process. Leavitt’s Diamond was considered more fully but it was weaker in distinguishing between the people as a workforce – in terms of work activity, roles and skills – and the informal, cultural aspects of an organisation – the language, norms and relationships.

This left Nadler’s Congruence model as a possibility. This too had some constraints:


	▪   It appeared to be a model for maintaining stability and consistency rather than encouraging adaptability to the environment.

	▪   It appeared to militate against consideration of the different operating environments. In designing the characteristics of the pricing function, the managers were determined that this should include what Nadler calls the “twin principles of integration and differentiation” – integration meaning that each geography focused on the same business and pricing strategies; and differentiation meaning the ability for each geography to implement the strategies in a way that made sense locally.

	▪   The managers were not convinced that it would result in a swift, innovative design and implementation. They were looking for a very different pricing function that would be operational within weeks rather than months, so they were not interested in going through the type of long-winded organisation design process they had experienced in the past. They were looking for speed in the design process and innovation in the resulting design.



However, they then realised that the Congruence model had been updated to resolve these problems. The basic principles remain the same, but in the newer version (see Table 2.1, page 43) the model is applied at each business-unit level but within a single enterprise vision.

The managers felt that in their case they could start to envisage an organisation design that built alignment, congruence and linkages (that is, integration) across all the geographic locations in the areas of formal organisation and work activities, as well as differentiation for each geographic location in the areas of people and culture. The outcome would be people using the same systems and processes to carry out the same work activities, but their ways of working could be different. The managers understood that the people and culture aspects of each geographic location would have to mesh with the formal aspects and the work activities, but they believed this was achievable.

Recognising that they were at an early stage in the process, the managers decided not to jump into an immediate solution to the business issue. Instead, they worked through the diagnostic questions to see if their initial selection of the Updated Congruence model made sense in their situation. By and large they felt that it would work, although they needed to check that it was in line with other models, and they wanted to see some of the costs associated with introducing it. (The managers had been bitten in the past by external consultants using a range of models, each with its own vocabulary and style. The result was confusion, lack of consistency and money wasted as implementations collided on competing paths.)

They then started to consider the three main methodologies they could use to develop and implement the design. As they went through the diagnostic questions, the discussion got more heated. Many group members felt that the prevailing style of the organisation was one of command and control, which was in direct conflict with the stated intention of being collaborative and “valuing the ideas of our people”.

Some put forward a view that a methodology, like agile or design thinking, that started to drive towards collaboration would help demonstrate the intention was real rather than “hot air”. (There was an organisational view that the leadership team talked a good talk that was not carried through into the day-to-day operation.)

Overcoming this perceived disconnect between what was said and what was done, would be a good start to the design project. A methodology that enabled iteration and experimentation would also enable running prototypes and pilots in the various locations, and learning from these, so further iterations would get the benefit of earlier experience.

Others put forward the view that the organisation had skilled practitioners in the waterfall methods, was well experienced in delivering through this and taking the time to learn a new methodology would be costly and might result in mistakes.

The discussion continued with one participant reinforcing the point that, in her view, successfully using a participative methodology would start to move the culture towards being a genuinely more involving one which was likely to improve organisation effectiveness. In her experience participative business cultures were more highly performing than command-and-control ones.

The managers listened to her because they knew that although she was a relative newcomer to the business, she had come from an organisation where collaboration was sought, valued and delivered excellent business results. She suggested that they examine their assumptions about involving people by looking for examples in the organisation where people had succeeded in collaborative ventures against the odds, and learn the lessons from these that they could apply in the pricing project.

However, she also made the point that if they were to choose a collaborative design process, they would probably have to change their own individual and collective management styles in order to “walk the talk” credibly. Bravely, she said that she thought this would be a bit of a stretch for some of them and a potential risk to the project, but she felt that if people could see their leaders visibly succeeding in becoming more collaborative this would be a great demonstration of ability to change and a good mitigation of that particular risk.

The discussion continued with people talking about the management challenges of being “multi-local”, particularly in terms of organisation design thinking. Some people started to suggest solutions to the pricing issue but were pulled back by someone stating that they had already agreed not to jump to a solution and to involve others in their thinking. Others reminded colleagues that they had lots of “lean” practitioners in the organisation and perhaps their skills could be deployed in this project.

The meeting edged towards an agreement to look at design thinking and agile methodologies and ended with the decision to:


	▪   Find out what would be involved in terms of costs and benefits of adopting an agile or design thinking methodology. (They decided to come back with the information on this by the following week’s meeting.)

	▪   Draft some messaging about the forthcoming piece of work, based on where they’d got to so far – so people could see a transparent process – again for the following week’s meeting;

	▪   Individually do some work on assessing their leadership style and their comfort levels with participative and collaborative approaches.





Reflections on the case study

The selection of the model and discussion of the organisation design methodology is not time wasted. It is not a sterile academic exercise rooted in ivory-tower theory, but rather something that provides a number of real-world benefits to the startup of a successful design:


	▪   It is a firm framework for everyone working through the design process, acting as a guide and a reference point right the way through.

	▪   If it is communicated effectively with requests for feedback, stakeholders will know that there is a base from which a plan and a process will be developed. Too often restructuring or reorganisation is felt by those on the receiving end to be arbitrary, haphazard and not thought through.

	▪   The discussion will reveal to senior managers their perspectives, attitudes and responses to the design issues. They will learn where they need to develop their capability to work as a team to solve the problem.

	▪   Using a model enables a number of possible options to be generated from the same platform. This makes comparing their relative advantages and disadvantages easier than simply presenting a range of possibilities.

	▪   Discussion of different models or the aspects of a particular model encourages questions and debate about the intended design. For example, in the pricing case, whether the critical pricing tasks were likely candidates for streamlining and consistency, and whether the way things were formally organised would need to be the same or similar across the locations.

	▪   Using a model generates reflection on possible consequences of various types of design decisions. For example, what would be the consequences if they went for organisational consistency to enable mobility across locations in terms of roles, position in the hierarchy, and so on? Would there be any unintended consequences of going for such consistency?



Similarly, making conscious choices about the methodology for doing the design work helps move the organisation in a certain direction. In the pricing case, one of the design outcomes had to be to minimise customer confusion. This meant that people had to recognise customer confusion, care enough to do something about it, and have the capability and the means to do something about it. The managers realised that people knew when customers were confused, but the prevailing attitude and behaviours were of the “so what, it’s a management problem, we can’t do anything about that” variety. Customer satisfaction surveys consistently pointed out these unhelpful attitudes.

Ultimately, it was decided to use a design methodology which gave people a say in the outcomes, developed attitudes and behaviours that improved customer service, and demonstrated a new commitment to making things transparent to all stakeholders.

Tools for the case study

This debate could have gone wrong when it started to get heated. However, because of bad experiences in the past, the managers decided to get a facilitator to run their meetings and also to work on developing their individual skills in listening and questioning. What also helped them were two tools: the Learner/Judger Mindset model and social media.

The Learner/Judger model

The model was developed by Marilee G. Adams, whose book Change Your Questions, Change Your Life: 10 Powerful Tools for Life and Work teaches readers how to ask questions from a learning (curious) mindset rather than a judging mindset (see Table 2.4). Being an inquiring leader means asking questions like: What’s the best thing to do? What are the choices? What’s possible? What’s the big picture? It also means listening carefully and not making assumptions, leaping to conclusions or closing down possibilities. Questions posed are constructive and open-minded rather than loaded with criticism or blame. This inquiring approach leads to innovation and creativity in thinking.

TABLE 2.4 Ask questions as a learner, not a judger







	Judger

	Learner




	Human nature

	Human spirit




	Advocating

	Inquiring




	Automatic

	Thoughtful




	Judgmental, biased

	Accepting, unbiased




	Know-it-already

	Inquisitive researcher




	Inflexible, rigid

	Flexible, adaptive




	Point of view: only own

	Point of view: includes others




	Win-lose relating

	Win-win relating




	Debate

	Dialogue




	Feedback seen as hurtful

	Feedback seen as helpful




	Operates in “attack or defend” mode

	Operates in resolution and innovation-seeking mode





Source: M. G. Adams, Change Your Questions, Change Your Life: 10 Powerful Tools for Life and Work, 2nd edition, Berrett-Koehler, 2009

Executive social media engagement

This can be used to share informally what is on executives’ minds. They should aim to use various social media channels on a regular basis (not necessarily a hard schedule but persistent) and avoid dropping out after a while. Social media encourages people to comment and interact with the executive, creating a direct means of communication that normally employees may not have. This is a core benefit of social collaboration and helps to flatten the organisation.

Sponsoring collaborative communities

An executive-sponsored collaborative community can be used for a number of purposes, such as strategic projects, special interest topics, innovation hubs, and so on. Select communities can act as a feedback loop directly to executive sponsors, giving employees a direct voice to senior management.

Summary

Once leaders have a purpose, a strategy and an operating model, and they have agreed to adopt the habits of a systems thinker and use systems thinking, they can move on to choose a model. The next action is to discuss their approaches and methodology

No one model, approach or methodology is recommended over another as the choice depends on the situation and the questions or issues that the organisation is aiming to address in the design. However, to make the right choices it is important to ask good open questions, seek a range of responses to them and consider the responses carefully.




3

Organisational structures


Structure is the network of relationships that creates behaviour. The essence of structure is not in the things themselves but in the relationships of things. By its very nature, structure is difficult to see. As opposed to events and patterns, which are usually more observable, much of what we think of as structure is often hidden.

Richard Karash



WHEN LEADERS HAVE AN ORGANISATIONAL ISSUE they want to address, they tend to say they want to restructure. Closer questioning reveals that by “restructure”, they actually mean that they want a differently arranged traditional organisation chart.

They are of the view that the configuration or people shown on the chart no longer works and that a revised chart with the same, or different, people in a new configuration will solve the issue. There is scant recognition that many people who work in an organisation, for example contractors, consultants and interns, are not shown on an organisation chart in spite of being essential to an organisation’s functioning. Neither do they appreciate that restructuring disrupts the entire organisation. Workflow can slow as employees adjust to the changes in reporting lines, communication and information flows sometimes become dislocated, decision-making is often delayed, and loss of knowledge can result, as demotivated people seek work elsewhere.

However, structures, in the way leaders talk about them, can be intentionally designed and visualised as an organisation chart. What is less easy to design and visualise are the informal network structures that exist in any organisation regardless of the intentional structures. These influence organisational performance, are not shown on an organisation chart and would be hard to express on one as they are constantly shifting and often, in Karash’s word, hidden. (Chapter 8 considers these.)

TABLE 3.1 Brief (very simplified) history of theories informing organisation structures
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Source: Adapted from D. Beakey, K. Wells Webster and J. Rubin (2007), “Organizational design and implementation”, Graziadio Business Review 10(4) (https://gbr.pepperdine.edu/2010/8/organizational-design-and-implementation/). To access chart: https://gbr.pepperdine.edu/wp-content/uploads/2010/08/Organizational-Chart.pdf

Despite these risks, or maybe not thinking they will materialise, business leaders often opt for organisational restructuring by focusing on shifting people, roles and positions. They do this in a context of evolving theories of organisation structures, which are influenced, to some extent, by social norms. Often leaders are also responding to opinions, trends and fads about what the “best structure” is.

Over the decades, management theorists have studied the different structures and their evolution. Table 3.1 summarises the structural shifts. The prevailing view is that there is no one best structure. Choices about structures depend on a range of factors, including the issues or opportunities that a restructure is seeking to address.

The focus on structure

An April 2020 news story about Boeing headlined “Boeing to restructure, simplify corporate functions amid changing industry”, says:1


Boeing is overhauling some of its management structure in an effort to streamline and integrate functions, improve cost efficiency and better prepare the company to succeed after the coronavirus pandemic.

“We will recover from this crisis, but positioning ourselves now for what will be a significantly smaller, and more competitive, industry after the pandemic subsides requires us to resize, reshape and continuously review our business – starting at the top with our leadership structure,” says a Boeing official.



These paragraphs from the Boeing statement are followed by several paragraphs outlining the leadership team’s new position and role changes, and include the formation of a new group called Enterprise Operations, Finance and Strategy, led by the chief financial officer, who was tasked with streamlining Boeing’s operation and improving productivity and supply chain health.

Barely six months later, in October 2020, Reuters reported that “Boeing is overhauling its newly formed Enterprise Operations organization. … slicing Enterprise Operations – an overarching quality-control watchdog formed in April to shepherd the company through its worst-ever crisis – into four new ‘councils’, according to a memo seen by Reuters. … The councils will oversee Supply Chain, Quality, Program Management and Manufacturing – all key areas where Boeing is facing daunting challenges exacerbated by the covid-19 pandemic.”2

It was not reported what went on behind the scenes to arrive at the decision to change the structure of a newly formed group so quickly. There are many reasons why this could be the case, including:


	▪   The group was not performing to expectations;

	▪   The wrong people were in the wrong role;

	▪   Some key people left the organisation;

	▪   Too little attention had been paid to the organisational elements beyond the structure;

	▪   The operating context changed more rapidly than anticipated and demanded a new response;

	▪   There was a greater need for lateral integration and better communication among the group’s functions and, perhaps, into the business as a whole.



Also, in October 2020 Boeing’s executive council of 12 members was enlarged by 9 others, making a total of 21 executives plus the CEO, David Calhoun. “This larger and more dynamic group will bring new perspectives and foster healthy debate while driving strategic decisions and resulting actions with speed for the benefit of our employees and stakeholders,” said Calhoun.3

What is missing from these public statements is what is being tackled beyond these structure and leadership changes – although they are hinted at in words and phrases like “streamlined” and “improved productivity”, “actions with speed”. This omission from the press releases highlights the traditional organisation leader view that the structure is the most critical element of an organisation design.

What is also missing from these statements is any recognition that structures help shape culture and behaviour. (Both are discussed in Chapter 8.) Pre-dating the restructuring of 2020 was Boeing’s 737 Max crisis, which resulted in a fine of US$2.5bn, imposed in January 2021 to settle charges of covering up deception and criminal misconduct involving the process of certifying the 737 Max with the Federal Aviation Authority.

The 2020 restructure press releases do not say whether part of the aim of restructuring was to rectify organisation design faults that led to the cover-up. But the cover-up is likely to be an outcome of poor organisation design and possibly too much day-to-day emphasis on structure over other organisational elements.

This hypothesis could be examined via using one of the models, discussed in Chapter 2. Galbraith’s Star model has the elements of strategy, people, structure, processes and rewards. Asking the right questions related to each of the elements might reveal a lack of alignment in the design, as shown in Table 3.2.

TABLE 3.2 Applying Galbraith’s Star model







	Galbraith’s Star model elements

	Questions regarding design related to cover-up




	Strategy (direction)

	Is there a clear and well communicated strategy on ethics and ethical behaviour? Are leaders clear (and believed) on what behaviours will and will not be tolerated to deliver the strategy?




	People (skillsets and mindsets)

	Are people valued for technical expertise over adherence to stated organisational values? Are integrity and curiosity qualities recruited for?




	Structure (power)

	Are hierarchical formal leaders open to challenge and transparency? Do leaders have clear accountabilities? Where, in the structure, does decision-making take place?




	Processes (information)

	Are the processes for testing, prototyping, piloting strong and in place? Are processes for reporting unethical behaviour in place?




	Rewards (motivation)

	Are people rewarded for quick results, “right first time” and “getting things done” (over safety)? Are there perceived penalties for whistleblowing?






Reflective question: consider similar cases of engineering and safety cover-ups – Volkswagen (fuel emissions), NASA (Challenger disaster), BP (Deepwater Horizon), Grenfell Tower (building cladding). How might a predominant focus on organisational structure contribute to these situations occurring?



The focus on structure is a common one, as the authors of an article “10 principles of organisation design” explain:4


Company leaders know that their current org chart doesn’t necessarily capture the way things get done – it’s at best a vague approximation. Yet they still may fall into a common trap: thinking that changing their organisation’s structure will address their business’s problems.

We can’t blame them – after all, the org chart is seemingly the most powerful communications vehicle around. It also carries emotional weight, because it defines reporting relationships that people might love or hate.



A structure “that people love or hate”, usually a hierarchical one, is, in effect, what nearly all businesses design and adopt. One reason they do this is because it is a useful starting-point for discussing and understanding some important questions of focus and accountability. But it is only traditional organisations, like Boeing (established in 1916), that emphasise their hierarchical structure as their way of operating. Younger, smaller, more innovative businesses may have a traditional structure on paper, but do not use it as their operational template in the day-to-day. They are much less focused on both hierarchy and structure.

Starling Bank, a UK personal and business online bank launched in 2014, is an example of an organisation not focused on structure and hierarchy. CEO Anne Boden explains that Starling wants to move fast because the world is moving fast, and they have to execute very quickly on their ideas. She says:5


We are able to reinvent things and start from scratch when the traditional banks are having to put new systems on top of old. They are stuck in the traditional ways of doing things, using traditional hierarchies and structures. …

We work as groups of people, so we do not have a contained IT department. Technology takes place across the whole organisation. We don’t believe that, as a technology-led bank, IT should be ring-fenced. Technology is everywhere and that’s why we don’t have that sort of self-contained function.



Even in traditional organisations there is rarely a single structure; most comprise several structures. This is because each structure has different attributes and business units need a structure that most efficiently and effectively delivers their products or services. In military organisations the service personnel are structured differently from the civilian personnel; similarly, universities have academic staff structured differently from administrative staff. Designing effective co-ordination and linkage between these various structures is a critical design activity.

Selecting an appropriate organisational structure is often not a straightforward choice. A key variable in the selection is the operating context – both internal and external – which changes over time. In a useful paper, researchers Herman Leonard and Arnold Howitt find that to address both routine and novel circumstances, the organisational structure needs to be able to adjust to situations of different scope and scale and be able to incorporate other organisations and stakeholders that may have an important role to play in the circumstances.

Specifically, they find the chosen structure(s) need six essential characteristics to be robust. They must be:


	▪   Flexible in scale – to address situations of different sizes and, as events unfold, they can be adjusted by shrinking or growing as conditions dictate;

	▪   Flexible in scope – to usefully and effectively integrate representatives and decision-makers from different interest groups;

	▪   Capable of distinguishing roles – to appropriately differentiate political or values decisions from technical or operational decisions;

	▪   Capable of re-establishing situational awareness in the context of novelty and significant uncertainty – to organise and effectively direct scanning for information, organising what is known, defining and seeking information about what appears to be relevant and unknown, and processing and disseminating the resulting “common operating picture” to the relevant people;

	▪   Capable of improvisational design – to organise a creative process of invention, probably combining existing routine elements and possibly developing new ones;

	▪   Capable of fault-tolerant execution – to effectively direct and co-ordinate actions that are previously untested and which are therefore likely to work imperfectly.6



These six characteristics can act to test any structures that are proposed, via scenarios, simulations, prototyping and so on.


Reflective questions: How useful is this list of characteristics? How can leaders and managers assess whether their organisational structures have the six characteristics? What is the next step if they fall short on any of them?



Organisational theories influence structures

Organisations established in times where scientific theories predominated (Table 3.1) have their roots in the principles of scientific management, largely stemming from the late 1800s and explained in Frederick W. Taylor’s 1911 book The Principles of Scientific Management. At the core of scientific management are four principles:


	▪   Replace generally practised methods of doing work with ones based on scientific study of the tasks to be carried out.

	▪   Select and train individuals for specific tasks.

	▪   Give individuals clear instructions on what they have to do, then supervise them while they do it.

	▪   Divide work between managers and workers, so that the managers plan “scientifically” what is to be done, and the workers then do it.



Based on this thinking, organisations were structured to reflect economies of scale and standardisation of work. Financial capital was seen as a scarce resource and corporate headquarters exercised operational control over divisions, business units and departments.

This thinking also gave rise to the functional organisation structure characterised by a clear hierarchy in the workforce, a status-driven view linked to advancement and an emphasis on vertical tasks with a focus on content.

Many of the large organisations that are struggling today have had a hard time updating and renewing these legacy structures that have become entrenched.

An example is IBM, established in 1911, which after spending US$2bn in 2013 to acquire SoftLayer Technologies, set about investing US$1.2bn to expand its cloud services in a bid to keep customers, following a slump in demand for hardware that contributed to six consecutive quarters of declining revenue.

The move to the cloud is “the transformation that IBM is in right now”. “That’s why IBM is spending the money,” said Lance Crosby, CEO of SoftLayer at the time of the acquisition.7 Over the next six years came further restructures as IBM worked on getting IBM Cloud established. In 2019, despite progress in that direction Gartner, an IT research and advisory firm, noted that the IBM Cloud experience remained disjointed.

IBM’s journey continues – in a November 2020 interview, Arvind Krishna (a long-serving insider who became CEO in April 2020) talked about wanting “to completely transform his organisation into a hybrid cloud management vendor moving forward”. He said, “I’ve talked a lot internally about a growth mindset and about being much more entrepreneurial. And we can be entrepreneurs, even within large companies. But it comes from having extreme focus.”8

IBM’s experience is typical of many long-established organisations that are finding that traditional hierarchical structures are no longer sufficient for, or reflective of, current operating contexts. Their path dependence holds them to outdated assumptions typified by a view that:


	▪   management control and co-ordination are essential for maintaining productivity and performance;

	▪   there is a “best” structure for any organisation;

	▪   specialisation and division of labour increase the quality and quantity of production;

	▪   changing the structure is the best way of dealing with perceived problems.



After the second world war, a major shift away from scientific theories of organisation started. Newer theories, such as socio tech, contingency and systems theories posited that organisations vary in design and form depending on their operating environment and the types of products and services they are offering.

Contingency theorists, for example, argue that there is no one right structure for an organisation. What is right depends on a number of variables and the way these variables interact to shape and be shaped by their operating environment.

Systems theorists demonstrated that change in one part of the organisational system will produce different effects in the system as a whole, and because the operating environment changes frequently, if not continuously, interactions within a system are inherently complex. This results in structures that emphasise horizontal tasks, collaboration across units and a focus on process.

Sohrab Vossoughi, who, in 1984 founded Ziba, a design and innovation consultancy, talks about this form of horizontal structure in terms of managers as “integrators”, working not as organisers and delegators of tasks – the role typical in a traditional vertically structured organisation – but as developers of customer and brand experience. He thinks that this is an inherently “messy and ambiguous undertaking”, but is firm in his view that “if you want your business to succeed, shift your focus to horizontal integration”.9

Whether an organisation is vertically or horizontally structured, the structure is still only one of the many organisational elements that comprise the system. The system elements are brought into action by the players in it. Where the players are human rather than, for example, chat bots, the way that the human players connect to each other can be mapped as networks of interaction. (Chat bot interaction can also be mapped but as a technical process – for example, a series of decision trees.)

Most recent theories around networks gives insights into social phenomena such as the spread of information and the way people form social groups, which then shape their behaviour. It is emerging as a powerful way of examining the questions and dynamics of social systems, network scope and patterns including:


	▪   Who reaches the most individuals (centrality)?

	▪   Can every individual be reached by every other individual (connectivity)?

	▪   How many individuals are reached by any individual on average (network size)?

	▪   Do some individuals only interact with one another (clique)?

	▪   Do two individuals interact with the same set of other individuals (structural equivalence)?

	▪   Do some sets of individuals interact only with some other sets of individuals (blocks)?10



If there is additional information about the individuals then this can be used with the network mapping to examine questions including:


	▪   Do individuals with overlapping networks have overlapping knowledge structures? Shared values? Common behavioural patterns?

	▪   Do individuals doing the same role/function behave similarly?

	▪   Do individuals with similar demographics interact more?

	▪   Do communications between individuals flow in one direction only (perhaps indicating hierarchy)?

	▪   Do individuals interact more readily with those with shared values and knowledge?11



A frequently cited example of using network theory to understand what types of social structures are most conducive to transferring knowledge and improving work performance in face-to-face communication networks is described by Alex Pentland, from MIT. Pentland was asked to investigate why some teams in a call centre got excellent results while other seemingly similar teams struggled.

Pentland equipped all the members of the teams with electronic badges that collected data on their individual communication behaviour – including tone of voice, body language, who they talked to and how much they talked. Using the results, he highlighted the critical role that social interactions play in productivity and advised the centre’s manager to revise the employees’ coffee break schedule so that everyone on a team took a break at the same time.

That allowed people more time to socialise with their teammates, away from their workstations. Though the suggestion flew in the face of standard efficiency practices, the manager tried it. And it worked: average handling time (the golden standard of call centre efficiency) fell by more than 20% among lower-performing teams and decreased by 8% overall at the call centre … [and] employee satisfaction at call centres rose, sometimes by more than 10%.12

As trends in society, politics and technology change, new organisational models and structures change. This influences organisational theory, which in turn informs organisational models and structures in a feedback loop.


Reflective questions: What, if anything, is the value of knowing something about organisational theory when doing organisation design work? What would be the mutual value in bridging perceived barriers between “academics” and “practitioners”?



Traditional structures

Traditional structures are typically visualised as hierarchical pyramids, which can be organised by functional, division (product, process, geographic/market, or customer) or matrix. Project structures can exist, nested within any of these.

Within these structures, the interactions between the verticals and horizontals can be encouraged by a variety of linking methods – including the “integrators” that Ziba’s founder talks about. Figure 3.1 illustrates the five traditional structures, with the dotted lines showing possible structured interactions.


FIGURE 3.1 Five traditional structures

[image: Images]
Source: G. Morgan, Imaginization (Sage, London, 1993)


The following section discusses five different focuses these can take by:


	▪   Function;

	▪   Product;

	▪   Geography;

	▪   Process;

	▪   Customer.



The discussion then moves on to some newer structures.

Functional structure

A functional structure with functions/divisions such as sales, marketing, production, operations and finance all reporting to head office is highly traditional, deriving from the Taylorist view, and is often found in strong command-and-control organisations. The main strategy of functionally focused organisations is to maximise margins through leveraging economies of scale and functional expertise. Functional structures are effective when:


	▪   there are stable and undifferentiated markets with well-understood customer requirements;

	▪   there is a successful, control-focused enterprise culture;

	▪   there is a small, single product line;

	▪   there is scale or expertise within each function;

	▪   there are long product development and life cycles;

	▪   the organisation works to common standards.



Divisional/product structure

A divisional/product structure is the most appropriate in a business where there are low synergies between the buyers and the distribution channels of the different divisions. Typically, in this structure each division runs as an independent business unit. Divisional/product structures are effective when:


	▪   stakeholders perceive low synergies between products;

	▪   there are different purchasing process/distribution channels;

	▪   there are different operating requirements for success;

	▪   there is a different competitive environment;

	▪   there are short product development and life cycles;

	▪   there is a minimum efficiency of scale for functions or outsourcing.



As an example, Boeing is structured into four business divisions: Commercial Airplanes; Defense, Space & Security; and Boeing Global Services. Supporting these units is Boeing Capital Corporation, a global provider of financing solutions.

Divisional/geographic

As organisations expand domestically and internationally, the tendency is to organise by geographic markets, enabling recognition of local cultures and operating conditions. Divisional/geographic or market structures are effective when:


	▪   the business environment varies by geography – different customer needs, different competitive environment, different external constraints;

	▪   the products produced have a low value-to-transport cost ratio (where the product value is considered in relation to the cost of transporting it). For example, potatoes are low-value items and the cost of transporting them is high, so selling them close to where they are grown is a cost-effective strategy;

	▪   the organisation is close to customers for delivery or support;

	▪   the organisation wishes to be perceived as local.



The Coca-Cola Company, for example, operates with eight geographic divisions, supported by a common platform services group. The geographic structure aims to put execution closer to customers and consumers and to drive more growth by offering a tailored collection of global, regional and local brands.

Divisional/process structure

In this structure the focus is on processes where common core services such as customer and distribution services cut across the divisions, Internal support services, for example HR, are frequently organised in this way but customer-facing services are equally well served by this structure, which is a good alternative to the functional structure. Process-focused structures work well when:


	▪   there are well-defined processes serving different customers (internal/external);

	▪   there is potential for new processes and/or radical change to processes;

	▪   there is a requirement to reduce working capital;

	▪   there is a need to reduce process cycle times;

	▪   there is little interdependency between core processes;

	▪   there are different cultures/workforces between core processes.



Divisional/customer structure

Structures around customer segments are successful where there are obvious customer segments defined by need, economics, distribution and other key attributes. Divisional/customer structures are effective:


	▪   where well-defined customer segments have been identified;

	▪   when selling products/services unique to segment;

	▪   when using buyer strength;

	▪   when leveraging customer knowledge advantage;

	▪   when requiring rapid customer service and product cycles;

	▪   when perceiving minimum efficiencies of scale in functions or outsourcing;

	▪   when promoting a strong marketing/customer-focused culture.



Vodafone, a telecoms company, is structured around consumers and business as two distinct customer segments.

Matrix structure

Matrix structures typically operate in two dimensions (for example, function and product) and are usually one of three types: functional matrix, where the functional leader has prime accountability; balanced matrix, where people in the organisation have two bosses and/or there is joint leadership accountability; or project matrix, where project leads call on resources from functional leads.

Matrix structures can work well in dealing with increasingly complex challenges that modern organisations face but they can increase ambiguity, slow decision-making and blur accountabilities. Having managers who are collaborators rather than command and control types ease some of the downsides of the matrix structure.

Matrix structures are most effective in conditions where:


	▪   there are global or regional customers who want a consistent international agreement and/or point of contact;

	▪   organisations are running global or regional projects and/or systems;

	▪   ease of access to resources, skills and technologies across the organisation aids business performance (it might otherwise be locked up in vertical silos);

	▪   there is a requirement for co-operation and communication across the functional and geographic silo;.

	▪   there is a need to build broader people capabilities – as businesses become more integrated they need to develop people who can think beyond their own functions or locations.13



HSBC, a British multinational banking and financial services organisation, has a matrixed management structure. At group level, the bank is organised firstly according to its global businesses and global support functions. These are underpinned by a legal entity structure, which is made up of a global network of locally incorporated subsidiary companies that provide oversight at a country and regional level.

Each of these subsidiaries has a board and management structure that reflects its activities and complexity. To strengthen accountability and flows of information, HSBC has seven principal subsidiaries that take responsibility for the oversight of group companies in their region. They are in turn accountable to the board of HSBC Holdings plc.

Project structures

Project structures are usually present in traditional structures, but do not usually appear on an organisation chart. This is because they are temporary structures set up to deliver a one-time piece of work with beginning and end dates.

Having said that, some organisations are structured almost entirely around projects, doing most of their work on a project basis. Examples include construction contractors, architectural firms and consultancy firms.

Newer structures

Three trends gaining ground in business and society, make traditional structures less suitable now:


	▪   The rapid pace of change and dynamic context shifts requiring employees to respond more quickly than managerial controls and reporting relationships allow.

	▪   The growth in knowledge-based work meaning that managers rarely have the full expertise needed to solve organisational problems. Rather, individuals at all organisational levels must contribute information and ideas for their organisations to succeed.

	▪   The trend towards viewing work and organisations as places for personal meaning, where employees have control over their work and are not subjugated to managerial power.



Many organisations are moving towards more flexible, self-managing structures, based on collaboration and networks of shifting partners/alliances. In these structures, hierarchical authorities are less obvious and control is more diffused – leadership and management may be tied not to a hierarchy but to expertise or experience or specific attributes. Figure 3.2 summarises the organisation shifts that are responding to these trends:

The coronavirus pandemic accelerated discussions of hybrid working, which put more autonomy in the hands of employees and encouraged growing numbers of organisations to experiment with less hierarchical, traditional structures and more self-managing ones, raising the likelihood that many will evolve towards the human organisation.

Of the self-managing structures there are many recognisable types. The main self-managing structures are agile, holacratic and network structures – all reflecting an underpinning of systems theories.

Agile structure

An agile structure is a non-hierarchical system of operating procedures that allows a business to be flexible, adaptive and responsive to shifts and changes in the market environment. Although agile organisations reflect different practices, paradigms and terminologies depending on their size, sector and cultures, they do share a set of underlying characteristics:


FIGURE 3.2 Towards the human side of the organisation
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Source: Emanuele Quintarelli



	▪   A common purpose. Many private sector organisations are moving away from a purpose based solely on delivering shareholder profit towards a purpose that gives as much consideration to social and environmental impact as to financial returns;

	▪   A network of high-trust autonomous teams with team members valuing each other’s skills and seeking mastery in their own;

	▪   Openness to experimentation and learning from “failure”;

	▪   Rapid activity, iteration and learning cycles with performance orientation;

	▪   Strong sense of team accountability and community;

	▪   Decision rights often allocated to the team;

	▪   Customer-centricity;

	▪   Open/transparent communication flows;

	▪   Flexible resourcing;

	▪   Change viewed as continuous and not episodic.



There are variants of agile structures. Scrum, for example, is an agile structure, with a specific structure and terminology, that was first conceptualised by Hirotaka Takeuchi and Ikujiro Nonaka in the New New Product Development Game as a way towards organisational knowledge creation.

Appian Engineering, a software product company, is an example of an organisation that has adopted this specific structure and terminology, grouping scrum teams into squads within a tribe, with intra-tribal chapters and cross-tribal guilds to connect people with related skills or common interests.

Another example is Spark, a New Zealand telecoms and digital services company, which has made the journey from a traditional to an agile structure in order to:


	▪   enable a better, faster, service to its customers;

	▪   give employees the power and resources to make decisions;

	▪   improve the speed of developing, trialling and introducing new ideas to market.



Moving to an agile structure from a more traditional one is not an easy journey as it involves all system elements and a cultural shift. Spark reported that in the lead-up to its agile transformation in July 2018, it radically overhauled HR practices, issued new employment contracts, reset its company culture (with a new purpose, values and a big push on diversity and inclusion), trained thousands of people in agile and design thinking, introduced new quarterly planning cycles, recalibrated finance systems and delegated authority frameworks.

Even more importantly, its people had to make a big mental leap to give up hierarchical management structures and job titles and transition towards working in small, self-managing teams with colleagues from different backgrounds and with different skill-sets, who, in many cases, thought differently from them.

Holacratic structure

Holacracy is a stand-alone model of decentralisation. It has been designed as an “off-the-shelf” model that firms can adopt without extensive work to tailor it to individual business needs.

Holacracy avoids the traditional patterns of hierarchy, eliminating managers and instead giving every employee the power to innovate, make changes and have a voice. Instead of managers, individuals are directed by formalised but flexible role definitions. Decision-making authority, priority setting and strategies are shared with multiple people organised into circles.

Briefly, holacracy operates through a defined and integrated set of rules and processes, checks and balances, and guidelines that are embodied in a ratified holacratic constitution. Thus, a holacratic organisation is not structure-less. Rather it is structured around circles, which are nested within larger circles and bound by the terms of the constitution.

The constitution does not say how people should do their tasks. It explains in a broad-brush way how circles should form and operate: how they should identify and assign roles, what boundaries the roles should have, and how the circles should interact. The circles do not just manage themselves within the rules and guidelines; they also design their roles and govern themselves.

Holacratic structures were most famously pioneered by the US online retailer Zappos. In 2012 the then CEO Tony Hsieh started to get interested in the concept and in 2014, after a pilot of the structure, began to roll it out across the whole organisation. Since then, it has adapted the original “out of the box” structure, moving away from the internal focus of the structure towards a clear focus on the customer. It has done this while maintaining some of the core ideas of decentralisation and self-management.

As with the agile structure, the move to holacracy has challenges. Medium, an online publishing platform, is a case in point. It was attracted to the self-managing organisation ideas of holacracy and the principle that people have the ability to play multiple roles in a company. It found, however, that it was difficult to co-ordinate efforts at scale – any initiatives that required co-ordination across functions took time and effort to achieve alignment.

Both Zappos and Medium found holacracy’s recommended governance approach too onerous. For example, “every job to be done requires a role, and every role requires a set of responsibilities. Having to codify responsibilities in explicit detail got in the way of the work.”14

Both Medium and Zappos’s experiences with holacracy illustrate the value of not slavishly adhering to a method or structure and making changes to better suit specific company objectives.

Network structure

A network structure comprises connections that enable interactions to form, and knowledge, communication and information to flow freely among people in a way that enables resources to be leveraged across the organisation.

Network structures differ from traditional hierarchical structures in that they feature linking over leading, convincing over controlling, and “dealing over doing”. What typically ties a group within a designed network together are social relations and similarities of intention. Work is organised around team and unit delivery, often because units have distinctively different ways of working. However, as the units work in combination, the delivery to the customer is seamless.

Network structures are a good choice if organisational requirements demand innovation. They also work well when organisations operate in an environment that requires speed, flexibility and high levels of customer focus.

The UK consumer goods firm Unilever provides an interesting example. The firm’s management emphasised that it wanted to shift away from rigid hierarchies, reporting lines and inflexible resourcing, which dated from a model drawn from the military that had been in place for 100 years.

As an experiment to initiate the shift, in 2016 Unilever established U-studio. This is an in-house content agency designed as a network to produce informational and marketing content, including how-to videos, articles, infographics and product information across social media and digital platforms. The aim was to increase speed of product delivery, increase proximity to customers, and reduce external agency fees.

Within three years the experiment had proved successful, with U-Studios operating in 20 countries where Unilever has a presence. Each studio is focused on local requirements, yet each is able to draw on other U-Studio sites in the network for ideas, knowledge sharing, support and talent to generate the best results. U-Studios share lessons and capabilities which help realise Unilever’s expectations around customer focus, savings and efficiencies.

By designing its own network Unilever has changed its relationship with the external agencies it has traditionally worked with. Rather than having a relationship with a number of individual agencies, Unilever has established an integrated ecosystem with three media partners – WPP, Interpublic and Omnicom – aimed at delivering better creativity, effectiveness and consistency across disciplines. U-Studio sits within this new agency ecosystem and the work is shared out according to project requirements.


Reflective question: What impact and consequences would establishing a network within a bigger organisation have on the design of the bigger organisation?



The key characteristics of the three newer structures discussed are summarised in Table 3.3.

TABLE 3.3 Comparing agile, holacracy and network structures








	Agile

	Holacracy

	Network




	Good for innovative teams

	Good for operational teams

	Good for interaction between teams




	Daily and biweekly improvement

	Biweekly improvement rhythm

	Improvement through knowledge sharing and learning what works




	Focused on the product level

	Built-in scaling model

	Built-in scaling model




	Predefined roles (Scrum master, product owner, development team)

	Predefined roles (Lead link, secretary, rep link)

	No pre-defined roles




	Framework adapted to needs

	Strict process

	Adapts to needs




	Focus on value

	Focus on tension

	Focus on customer





Source: Adapted from A. Vanhoucke, “Holacracy vs Kanban vs Scrum”, January 11th 2020 (https://agilegrowth.nl/2020/01/holacracy-vs-kanban-vs-scrum/)


Reflective question: How should leaders set about evolving traditional structures into new structures? How necessary is it to do this? Is it ever better to resist efforts to restructure towards newer models?



Questions to ask about structures

People in organisations are familiar with restructuring, a process ably lampooned by Scott Adams in the Dilbert cartoons. Weariness from restructuring is a challenge that organisational leaders have to work with as restructuring is part of the day-to-day process of organisation design. Kaz Hirai, former Chairman of Sony Corporation (until 2019) clearly knew this, saying:15


Some of our businesses are growing so those areas will have more and more employees. Other businesses where it’s shrinking, we may have to restructure. That’s part of business. It’s not something we decide on one day, it’s an ongoing process.



As leaders search for ways of increasing the speed, flexibility, integration and innovation of their organisation – without losing control of it – they are still turning first to its structure, perhaps because this appears to be an easy thing to do (compared with, say, looking at the culture, or the way people learn from and apply experience in the organisation).

Starting with the structure is not the best way to do organisation design but asking a range of questions about structures helps sensible structural decision-making when the time comes in the design process. Useful questions include:

Speed


	▪   How often and how much restructuring is necessary to keep ahead of competitors?

	▪   What structures make for fast decisions and delivery of product or service?

	▪   What structures will enable keeping up to speed or ahead of the curve with changes in customer and market requirements?

	▪   What structures minimise bottlenecks without incurring risk?



Integration (size and shape)


	▪   What structure will maximise the flow of knowledge and information through the organisation?

	▪   What effect do particular structures have on the relationships among business units, divisions, headquarters, customers, suppliers?

	▪   Does the way a department, business unit or organisation is structured get in the way of efficient and effective workflow?

	▪   What is the best balance between centralisation and decentralisation?

	▪   Does the structure allow everyone’s voice to be heard (high participation)?



Flexibility (role clarity)


	▪   How will jobs and pay levels be described and classified to maximise workforce flexibility?

	▪   What levels of autonomy, accountability and participation go with each of the potential structures?

	▪   What are the job designs that go with each type of structure?

	▪   How well do the relationships between individual departments and between departments and headquarters work?



Innovation (specialisation/organisation identity)


	▪   What structure will best support the desired culture?

	▪   What structure will best support organisational values?

	▪   Does the organisational structure attract the best and the brightest staff (and help retain them)?

	▪   Will structuring differently help to develop the organisation’s market position and competitiveness?

	▪   What structure would maximise the flow of knowledge and information through the organisation?



Control


	▪   How will the balance between local and central control be attained?

	▪   How many layers of management make for effective and efficient control?

	▪   What is the optimum span (the number of people any one person can supervise) of control in a given set of circumstances?

	▪   How can structures be used to drive the desired/required behaviours?

	▪   What should be the chain of command/decision-making?

	▪   Who will report to whom and why?



Because the structure of an organisation is only one design element, there are no straightforward answers to these questions, as each has to be answered in relation to the other organisational elements. However, comparing the structures starts to offer some useful information on the relative capabilities of each, as Table 3.4 shows.

TABLE 3.4 Comparing traditional structures









	 

	Functional

	Divisional

	Matrix




	Division of labour

	By inputs

	By outputs

	By inputs and outputs




	Co-ordination mechanisms

	Hierarchical supervision, plans and procedures

	Division general manager and corporate staff

	Dual reporting relationships




	Decision rights

	Highly centralised

	Separation of strategy and execution

	Shared




	Boundaries

	Core/periphery

	Internal/external markets

	Multiple interfaces




	Importance of informal structure

	Low

	Modest

	Considerable




	Politics

	Inter-functional

	Corporate division and interdivisional

	Along matrix dimensions




	Basis of authority

	Positional and functional expertise

	General management responsibility and resources

	Negotiating skills and resources




	Resource efficiency

	Excellent

	Poor

	Moderate




	Time efficiency

	Poor

	Good

	Moderate




	Responsiveness

	Poor

	Moderate

	Good




	Adaptability

	Poor

	Good

	Moderate




	Accountability

	Good

	Excellent

	Poor




	Environment for which best suited

	Stable

	Heterogeneous

	Complex with multiple demands




	Strategy for which best suited

	Focused/low cost

	Diversified

	Responsive





Combining this information with the advantages and limitations of each structure (see Table 3.5) gives a reasonable starting-point on which to base discussions about current structures and structural alternatives. Repeating a point made earlier, the thing to bear in mind is that even within one organisation there may be a need for several structures. For example, an internal audit function may require a different structure from a research and development group, which may in turn need a different structure from a marketing network.

TABLE 3.5 Advantages and limitations of structures








	Structure

	Advantages

	Limitations




	Functional

	Small size, single product line

Undifferentiated market

Scale or expertise within the function

Long product development or life cycles

Common standards

	Slow decision-making

Hard to determine accountability and judge performance

Functional loyalty rather than company loyalty makes cooperation difficult

Does not respond well to rapid change situations




	Divisional/product

	Product focus

Multiple products for separate customers

Short product development and life cycle

Minimum efficient scale for functions or outsourcing

	High cost, loss of economies of scale

Difficulty of co-ordinating geographic areas

Lack responsiveness to local conditions

New product development falls between the gaps




	Divisional/geographic

	Low value-to-cost transport ratio

Service delivery on site

Closeness to customer for delivery or support

Perception of the organisation as local

	Conflict between regions and HQ

Implementing new product lines or changes slow and difficult

Difficult to apply global strategy

Difficult to develop consistency and transfer learning




	Divisional/customer

	Important market segments

Product or service unique to segment

Buyer strength

Customer knowledge advantage

Rapid customer service and product cycles

Minimum efficient scale in functions or outsourcing

Geographic market segments needed

	High costs, loss of economies of scale

Difficulty co-ordinating geographical areas

Less functional specialisation

May lack responsiveness to local conditions




	Divisional/process

	Best seen as an alternative to the functional structure

Potential for new processes and a radical change to processes

Reduced working capital

Need for reducing process cycle times

	Challenge to implement: need to redefine the operating culture of the business

Clashes occur between HQ and divisions

Increased likelihood of process overlap and duplication




	Matrix

	Flexible: teams may dissolve after task completion

Specialist skills brought to bear where needed

Attention paid to product/geography

	Difficult to apply

Supervisor power struggles/overlapping responsibilities

Need for a lot of co-ordination

Greater transaction costs





Source: J. R. Galbraith, Designing a Reconfigurable Organisation, Center for Effective Organizations (http://ceo.usc.edu/pdf/G991360.pdf)

Layers and spans

Layers in a traditional hierarchical organisation refer to the number of levels of staff there are from the most junior to the most senior – typically varying from 7 to 12. The trend is to reduce the numbers of layers by merging or removing them in order to place accountability at the lowest possible layer.

A span is the number of employees that a single manager is responsible for, usually in terms of allocating work and monitoring performance. The relationship between spans and layers is not straightforward, although wide spans of management are typical of organisations that have few layers.

There are two frequently asked questions related to structure to which people are anxious to get a “right” answer:


	▪   How many layers of management should there be?

	▪   What is the right span of control?



Unfortunately, neither of these questions has one right answer. Layers and spans are structured to help managers get work done, so the first part of an organisational decision on the number of management layers and the span of a manager’s control requires discussions and agreement on what managers are there to do in what context.

In general, managers plan, allocate, co-ordinate and control to achieve what the late Peter Drucker described as their three tasks:


	▪   to contribute to the specific purpose and mission of the enterprise;

	▪   to make work productive and the worker achieving;

	▪   to manage the social impacts and social responsibilities of the organisation.



Clearly, determining what configuration of layers and spans is likely to work in a given organisation depends on the situation, organisational purpose and a host of other factors related to the interpretation of what the three tasks entail and the weighting given to each of them. In general, layers should:


	▪   be flexible and adaptable enough to enable managers to forward plan in a context of constantly changing operating environments;

	▪   facilitate co-ordination between business units including leveraging know-how, sharing tangible resources, delivering economies of scale, aligning strategies, facilitating the flow of products or services or information, and creating new business;

	▪   have appropriate control and accountability mechanisms (Note that any task, activity, or process should have only one person accountable for it and accountability and decision-making should be at the lowest possible level in the organisation. Overlap and duplication, fuzzy decision-making and conflict resolution processes are all symptoms of a lack of adequate controls);

	▪   enable its managers to allocate effectively the range of resources (human, time, equipment, money, and so on) they need to deliver their business objectives.



If these four attributes are working well, it is likely that the layer is adding value to the organisation, in that it is facilitating speed of operation, innovation, integration, flexibility and control. If it is not evident that the layer is doing this, it may be redundant and the reason for its existence should be questioned.

Determining a sensible span of control is possible (though infrequently done) both for an individual manager and for the type of work carried out in a business unit or organisation. The method involves considering:


	▪   the diversity and complexity of the work;

	▪   the experience and quality level of the workforce;

	▪   the extent to which co-ordination or interdependence is important between employees and groups;

	▪   the amount of change taking place in the work environment;

	▪   the extent to which co-ordinating mechanisms exist and are effective;

	▪   the geographic locations of the workgroups;

	▪   the extent to which job design and tools allow direct performance feedback to the employee;

	▪   administrative burdens on each level of management;

	▪   expectations of employees regarding development and career counselling.




Reflective questions: What is the design impact of de-layering an organisation? How do span considerations relate to size of a self-managing team?




CASE STUDY 2

The effects of restructuring rather than designing

ATD Consulting was founded in 2012 as a two-person entrepreneurial venture to meet a need in the marketplace for consulting services focusing on collaboration techniques. For several years it remained a small company, but in 2016 it embarked on a new growth strategy combined with a branding campaign. By 2020 through organic growth and acquisition the company employed 85 people, had moved offices twice, and was operating primarily as a consultant to government departments in a range of roles from staff augmentation to strategic partner.

ATD’s mission was:


To drive peak performance, to enable clients to collaborate and structure solutions that achieve maximum efficiency and profitability, to build trusted partnerships and to help clients navigate through changing business environments with project and transformation management.



The company also cited seven organisational values:


	▪   Collaboration: bringing together disparate people, ideas, thoughts and experiences and blending them to create greater quality and highest value.

	▪   Mutual respect: treating everyone as you would like to be treated and valuing the contributions of others.

	▪   Integrity: acting with high values; doing what is right rather than what is expedient.

	▪   Organisation-centric: all for one, one for all.

	▪   Client-centric: dedicated to making our clients successful.

	▪   Trust and safety: having faith in fellow employees and the organisation, and an atmosphere that enables individuals to try new things, voice opinions and be themselves without retribution.

	▪   Professional excellence: acting with the utmost professionalism, quality, proficiency, respect, integrity and class in all aspects of the work environment.



On the company’s website there was an assurance that “the two partners and the executive team work constantly to ensure cross-company collaboration and communication at all times, particularly during this period of rapid growth”. In the reception area on a TV screen visitors could see information on the company mission, its staff and products, and the nine competency areas it focused on:


	▪   Strategic and action planning;

	▪   Programme management and oversight;

	▪   Culture and communications;

	▪   Organisation change;

	▪   Business process evaluation;

	▪   Economic and financial analysis;

	▪   Information security management;

	▪   Technology studies and assessments;

	▪   Requirements management.



Until October 2016, ATD was organised according to these nine competences, each with a competency director. The senior management team comprised the two owners, a chief operating officer, a chief finance officer and a head of business development. There were two small support teams headed by a chief information officer and an HR director. All these people had their own offices and the consultants were housed in cubicles. The organisation had three layers with an average span of eight people.

The offices were located on two floors of a new building. A special leasing deal, and an eye to future growth, meant that the company had a lot more space than people to fill it. There were a number of empty offices and several areas of open space with nothing in them.

In the early summer of 2016, discussions started with the competency directors about the future shape and size of the company. The feeling was that the structure was unwieldy, difficult to operate and confusing for clients. The company was also beginning to lose work to competitors. The owners said that the organisation should be more speedy, flexible and innovative, and integrated with more appropriate control mechanisms.

Agreeing with this, the competency directors discussed the options among themselves and with their teams, and made recommendations that included clearly defining the business strategy and then designing an organisation to deliver it. They had assumed, from their current information, that the strategy included growth, attraction of commercial clients, and a move away from programme management (the co-ordinated management of a portfolio) and towards strategic planning. With this and the organisation values in mind, they consulted their team members and drafted a design and implementation plan that ensured alignment of all the organisational elements and supported the collaborative principles on which ATD was founded.


FIGURE 3.3 ATD’s new structure

[image: Images]

The suggested structure (one aspect of the design and implementation plan) included combining some of the competence areas, which would then operate as self-managing teams in a way that minimised organisational layers and optimised spans. Their plan included aligning all organisational elements.

At a staff meeting in October 2016, a new structure that had not been discussed with the competency directors or the consultants was revealed in a PowerPoint presentation. It showed the eight competency areas as five lines of business (LOBs), headed by a senior vice-president who had joined the company two weeks previously (see Figure 3.3).

Each LOB was headed by a vice-president: two were former competency directors, two were acting heads and one was someone who had joined the company the previous week. Thus seven competency directors lost their roles (if not their jobs) publicly and with immediate effect. During the presentation the consultants were told which line of business they were now in and to whom they would be reporting.

The new structure did not incorporate any of the recommendations or suggestions of the competency directors and added another layer of management (vice-presidents, senior vice-presidents, CEO and president). It named one of the new staff members senior vice-president operations. The two owning partners became president and CEO.

Following the presentation and taking almost no questions about the new structure, the CEO moved to the meeting’s next agenda item on organisational values. The stunned workforce was asked to form small discussion groups to discuss the values of “mutual respect” and “professional excellence”.

A few days after the staff meeting the seven ex-competency directors were e-mailed a request to leave their offices and relocate to office cubicles within 30 days – even though this would add more empty offices to the existing ones. The new vice-presidents were each given a large office and the latest electronic communication devices.

Six weeks after the staff meeting all staff received an e-mail from the CEO mandating them to attend a workshop, the purpose of which was to “do some visioning – picturing ATD Consultants in the future”. The owning partners noted in the invitation: “This is the first step in our strategic review process. We want to hear from you, so be there and be part of it!”

Four months later the bodged restructuring damaged the senior management’s reputation in the industry, 16 people had resigned (six of these were the demoted competency directors), leaving clients unhappy as much of the work had to be covered by contractors. Additionally, the owning partners were struggling to keep their growth plans going in the midst of loss of organisational knowledge and skill, lower productivity, negative messages seeping out into the environment, and a developing culture of compliance rather than collaboration and commitment.



Reflections on the case study

ATD Consulting’s case exposes some basic design faults.

Although the impetus for the new design was, rightly, driven by customer requirements and the operating context, in order to more clearly define the consultancy offering, the new structure was determined before the business strategy had been developed and without reference to other organisational elements. The values were in place but were compromised by the manner in which the restructuring was announced and took place. The other organisational elements were not aligned with the structure.

The net effect of introducing a new structure was that it started to dictate how the stated strategic desires – to enter the commercial market, focus on strategic planning capabilities rather than programme management and grow from 85 to 250 people within two years – could be formulated (or not) into an executable strategy. For example:


	▪   The five lines of business met the need to provide consultancy to the public sector, but they were less well suited to meet the needs of private sector organisations and orientation that did not translate well into the commercial market.

	▪   The loss of staff with specific and marketable skills made both changing strategic direction and responding to government requests for proposals (the predominant way ATD won work) hard, as the organisation had less knowledge to draw on and fewer staff to act as key personnel on proposed projects.

	▪   The inability to bid effectively for new work, because of staff attrition, led to increasing pressure on remaining staff to get themselves to 100% billable on current projects and to develop follow-on work from existing clients. This change of approach was not lost on the company’s clients, some of whom became less favourably disposed towards it.

	▪   Requiring consultants to be 100% billable meant that training, administration, research and collaboration had to be done in consultants’ own time, leading an already demoralised workforce into further disaffection.



By overriding the company’s stated values and operating model, ignoring the work already done on a new design and simply presenting a new structure at a staff meeting, the owning partners lost the goodwill of their workforce. As well as compromising the values of collaboration and mutual respect, the structural change also compromised the value of trust and safety. People began to feel that speaking out about the changes was dangerous, and an intranet site set up for people to ask questions of the president, CEO and senior vice-president operations remained unused. Instead, people gossiped and speculated informally among themselves.

As stated, structure was the only element addressed in the new design. The other elements, for example – systems, people, performance measures, processes and culture – were not aligned in tandem with the new structure. Inevitably, they were all negatively affected by the changes, leading to disruption and operational downtime:


	▪   Many staff felt that their capabilities were not congruent with the LOB in which they now sat. For several this signaled that the skills they had were no longer valued by the company.

	▪   Some business processes stalled as the methods for operating them in the new system had not been considered. One was the process for responding to requests for proposals, another was the process for project reviews – both were essential in maintaining high-quality business.

	▪   Conflicts surfaced around who owned which projects, which staff and which clients, as several of the projects in hand before the new structure did not necessarily fit neatly into one of the new LOBs.



Thus, the five elements of speed, integration, flexibility and innovation, with adequate control, which the CEO and president said they were aiming to achieve, were compromised by a design process that began (and ended) with a restructuring. The resulting output was less than satisfactory. Six months later ATD had still not realised any growth, gained any commercial clients, or moved from programme management towards strategic planning.

Tools for the case study

Had ATD’s owning partners approached the design from a whole system perspective rather than a structural one they would probably have been more successful and carried more staff with them. The lesson is that structural changes affect all other aspects of the operation and it is essential to identify the right organisational structure as part of the organisation design process. Being mindful of the business issues the design is seeking to address and initiating a reflective discussion on potential structures are crucial steps in designing an efficient organisation. Two tools that help frame a discussion are structural evaluation and structural flexibility.

Structural evaluation

This tool (shown in Table 3.6), preferably used as part of a whole system design, helps identify a structure that will support business objectives.

TABLE 3.6 Structural evaluation tool









	 

	Yes

	Somewhat

	No




	1 Do you consciously and periodically structure the organisation to reflect the changing priorities of your organisation?

	 

	 

	 




	2 If so, have you consciously determined your current organisational structure?

	 

	 

	 




	3 Do you have a set of measures that enable you to assess the effectiveness of your current structure?

	 

	 

	 




	4 Do you evaluate your organisational structure on its ability to nourish entrepreneurialism, reduce bureaucracy and maintain control?

	 

	 

	 




	5 Does your organisation currently have different structures in it?

	 

	 

	 




	6 If so, have you identified factors that make these work well and less well?

	 

	 

	 




	7 Do you know the advantages and limitations of the structures you could move to?

	 

	 

	 




	8 Have you assessed the importance of the structural element in relation to the other elements in the overall organisation design process (eg, business processes, technology, systems, capabilities)?

	 

	 

	 




	9 Have you considered the costs and benefits of changing the current structure?

	 

	 

	 




	10 Do your staff members currently have the skills knowledge and experience to work in a different structural form?

	 

	 

	 




	11 Have you considered the effect that changing your structure will have on internal and external interfaces and boundaries?

	 

	 

	 




	12 Have you considered the unintended consequences of changing your structure?

	 

	 

	 




	13 Have you considered the risks inherent in changing your structure?

	 

	 

	 




	14 Are you able to say what you have learned from past efforts to change your structure?

	 

	 

	 




	15 If so, do you have the capability to apply the lessons learned?

	 

	 

	 





Scoring key: If more than 75% of your answers (12–15) are “Yes”, your company is addressing the challenge of choosing the right organisation structure. If 50–75% of your answers (8–11) are “Yes” or “Somewhat”, there is more work to be done to choose the right structure. If less than 50% of your answers are either “Yes” or “Somewhat”, your company needs to re-evaluate its approach to selecting an organisational structure.

Structural flexibility

Invite a mixed group of managers (who represent each level of management) and staff (who represent each level of staff) to a workshop. Select participants not just for the organisation level that they come from but also for their depth of knowledge about the business (its internal and external operating environment) and their ability to discuss future business possibilities. Ask them to suggest at least ten issues or opportunities that are in the pipeline or that might arise within two years (or present them with some).

Now look at the current or planned structure and ask the group members to assess how they would flex and adapt to meet the new situation if it arose. They should focus particularly on aspects of planning, controlling, co-ordinating and allocating for each issue or opportunity, and should check that enough structural flexibility is in place to ensure that there is continued contribution to the mission, that the work is motivating, and that the social impacts and responsibilities of the organisation are not compromised.

For each issue or opportunity, assess whether the current or proposed structure will help or hinder resolution of the issue or realisation of the opportunity. If there appears to be a lack of flexibility or adaptability, ask the group to develop a configuration that can cope with changes. This might be by modifying the existing structure, for example specifying roles and accountabilities, or clarifying decision points and co-ordination mechanisms. Or it might be by making more substantial structural changes, for example merging units. (If substantial changes are involved, the exercise is likely to become a full-scale design programme.)

Summary

The aspects of structure discussed in this chapter aim to give enough information to demonstrate that making changes to an organisation chart requires:


	▪   assessment of the current structure;

	▪   reflection on how any new structure can best support the business strategy;

	▪   consideration of various internal and external operating factors that will affect the type of structure chosen and the layers and spans that comprise it.



The case study repeats the message of this book that changing the structure without due consideration of the other operational elements of an organisation is unwise. However, the point is also made that examining the structure is an essential part of designing an organisation, and changing it may be critical to delivery of the business strategy.




4

Project-based organisation design


A plan is a list of actions arranged in whatever sequence is thought likely to achieve an objective.

John Argenti, author and founder of the Strategic Planning Society



DESIGNS THAT EFFECTIVELY DELIVER desired business results do not just happen. They are the outcome of deliberate attention involving:


	▪   Assessing the context, problems and opportunities confronting the organisation and its need for a design change.

	▪   Being clear about the current and proposed design purpose and desired outcomes.

	▪   Getting support for any organisation design work so that the design process runs smoothly (as far as is possible).

	▪   Tracking the progress of design activity against appropriate measures that enable corrective action to be taken if there are signs of it not achieving the intended outcomes.

	▪   Staying alert to clues, anecdotes and chat about the organisation’s design and its effectiveness.

	▪   Bearing in mind the constant organisational flux and change – which is running simultaneously with any planned design change, for example, a merger or an Initial Public Offering (IPO).



Deliberate organisation designing takes two forms, project and continuous, as the information in the John Lewis Partnership (a UK chain of department stores and supermarkets) 2018 annual report illustrates. During that year the organisation saw a greater level of internal change than at any time in over a decade, contending with what it described as Brexit-fuelled inflation, the extra costs of investing in IT, and having to cut prices because of widespread discounting by competitor retailers.

These market and context conditions led to a profits slump and workforce redundancies requiring a range of ongoing organisation design responses to minimise damage and grow organisational adaptiveness and resilience capability. These included downsizing activity, job and resource reallocation, process improvements and systems revamping.

At the same time, in order to compete better, the John Lewis Partnership took the decision to continue with some project-based shop investment plans, completing 127 projects of varying scale in Waitrose supermarkets and 91 projects in John Lewis stores.

Project design is usually undertaken to deliver a specified outcome by a given date. For example, December 31st 2020 was a significant date for UK and EU businesses, as it marked the end of the transition Brexit period, when the UK formally left the EU. From that date, UK businesses had to be ready to follow new rules on exports, imports, tariffs, data and hiring.

The Confederation of British Industry (CBI) surveyed member organisations in 2018, in the lead-up to Brexit, finding that the majority of businesses were treating it as a major and significant formal project, with the related governance to oversee their design-for-exit planning and management of preparations. Figure 4.1 illustrates one organisation’s project management approach.

Project-based organisation design uses project management approaches, protocols and conventions as provided by, for example, the Project Management Institute. Continuous organisation design is less project based and more iterative and emergent. This chapter discusses project-based design, while Chapter 5 discusses continuous design.

In practice, most large organisations are doing project organisation design and continuous organisation design simultaneously, and as the 2020 pandemic has shown, the need for having the organisational capabilities to do both effectively is critical.


FIGURE 4.1 How businesses are preparing for Brexit
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Source: CBI Survey


As an example, Just Eat Takeaway.com was formed in February 2020 as a merger of Just Eat and Takeaway.com. Just Eat was launched in Copenhagen in 2001 and Takeaway.com was founded in Holland in 2000 by Jitse Groen, now chief executive of the new company.

In June 2020 Just Eat Takeaway announced an agreement to acquire Grubhub. At the time of writing, the close date of the deal (agreed by Just Eat Takeaway shareholders) is not yet known, but due for completion in the first half of 2021, pending approval from regulators and Grubhub shareholders. This acquisition will create the world’s largest online food delivery company outside of China. This acquisition requires rigorous project management capability to ensure the acquisition is finalised effectively on the agreed date. Figure 4.2 shows a typical merger and acquisition (M & A) project outline with phases.

At the same time as initiating this acquisition, Just Eat Takeaway saw its revenue jump 44% in the first half of 2020 as consumers ordered food at home while restaurants closed during lockdown.

CEO Jitse Groen talks about the continuous design needed to respond to changes in consumer ordering patterns. For example, during the early summer of 2020, Just Eat Takeaway reported a sharp rise in demand for breakfast and lunch as consumers adjusted to being in lockdown, while the hot weather boosted orders of Greek, Turkish and Thai food as well as ice-cream. Vegetarian and vegan options also increased, requiring delivery changes, signing up new vendors and so on.


FIGURE 4.2 Example M&A project outline
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Source: Pritchett LP


Additionally, reacting to “winds of change” affecting the gig economy, the UK part of the organisation announced a move away from a freelance model of delivery to an employed model. Andrew Kenny, Executive Vice President, Managing Director UK, said: “In the UK, the incumbent model is primarily a contractor model. For us this makes couriers an integral part of our offering. It is a big step forward.”1

These responses to increased and different consumer ordering patterns and society’s feelings about the gig economy are examples of the type of ongoing pressures and opportunities that effective organisations respond to by developing and using a well-honed continuous design capability alongside their project-based design capability.


Reflective questions: How necessary is it for large organisations to have both project management and continuous design capability? Why/why not?



Being able to keep a design project to budget and schedule depends on many factors, including the business purpose and stability of strategy, the operating model, the scope and scale of the design, the number of third parties involved (for example platform providers2), the amount and type of continuous organisation design going on, and the planning and implementation techniques used. Thus, a merger with a specific close-of-deal date may get to the point necessary to close the deal on time, and yet need a further phase of the project (or the start of a new project) to see through the detailed integration.

Whatever type of end-date project, there is a consistent sequence of activity and a number of identifiable phases to it. The number of phases may vary. Figure 4.2, for example, shows three phases for an M&A project, each with a number of steps, while the waterfall and design thinking methods discussed in Chapter 2 both have five high-level phases, and the agile approach from Chapter 3 has four.


FIGURE 4.3 Phases of an organisation design project
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The phasing suggested for organisation design projects is a six-phase one, as shown in Figure 4.3. This phasing recognises that these projects often begin with an organisation-design consultant being appointed to discuss an organisational issue or opportunity that a leader or leadership team feel may need a new design or a redesign. Hence, first is the entry and contracting phase, which involves meeting with the person commissioning the project and agreeing the contract for the work.

The following sections explain how using this phasing and taking a project management approach provide a robust framework for planning and sequencing organisation design work at whatever scale is required.

Overview of organisation-design project phases

In an ideal world, a new organisation design starts with the entry and contracting phase and moves smoothly through to the optimising phase in a logical sequence, which allows for adjustment and iteration along the way.

In practice the process is much messier: For example, the project might start with someone presenting a proposed new structure which then requires some backtracking, or the client organisation falls out with the consulting organisation supporting the work and another consulting group has to be engaged mid-stream, or the operating context changes. Inevitably, things happen that have an impact on the organisation design and other projects.

The coronavirus pandemic has had a profound effect on these processes. A survey undertaken by Comatch, a marketplace for independent management consultants and industry experts, in July 2020 of almost 1,000 independent consultants in more than 20 countries including Germany, France, the UK and US found that roughly 30% said their running and/or planned project had been postponed 12% of respondents said that a running project had been cancelled, while 19% said that a planned project had been cancelled. Only 22% of those surveyed said that their project work had not been impacted.

Factors leading to these figures, and all related to the pandemic, included:


	▪   significant slowdown in some sectors – hospitality, travel and leisure;

	▪   reallocation of commissioning firms’ resources to respond to the immediate coronavirus pandemic; impacts – staff shortages and furloughs, financial constraints, risk mitigations, well-being of employees;

	▪   new strategy changes taking time to work through – for example just-in-time inventory to warehoused inventory.



The design project process is akin to viewing a map of how to get from A to B, knowing from experience that even following the map may often involve getting lost, doing U-turns, being held up by roadworks, missing a turning, backtracking and going along dead-end streets. The map may be accurate, but using it may not be as straightforward as it seems. (The same holds true for GPS systems.) Just as following a map, following a systematic process for planning and sequencing the design provides the basis for a high degree of transparency and control and helps get things back on track as necessary. But it may not be an easy and sequential journey from start to finish.

An organisation design project may be small and informal or it may be large and closely monitored. In all cases, project management disciplines help deliver the design. On small informal projects a basic knowledge of project management skills, techniques, tools and methodologies to apply to the organisation design work is necessary. On large and complex ones, professional project management support is critical.

Each phase of an organisation design project typically involves specific activities with particular deliverables, usually in the form of a document or presentation. Running simultaneously with each phase are three streams of activity: measurement, stakeholder engagement and leadership support (see Figure 4.4). Each of these is discussed in separate chapters. The end of each phase is marked by a decision on whether or not to proceed to the next phase (go/no go). The criteria for making a go or no-go decision are agreed with the project steering group at the start of the project. Figure 4.4 is a template illustrating the phases, activities and deliverables.


FIGURE 4.4 Phases of an organisation design project with actions and deliverables
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This template offers guidance and tested practice on the nuts and bolts of an organisation design project. However, it does not address questions related to thinking and behaviour in project delivery, which is an important consideration for successful delivery.

To encourage these considerations, in 2020, the UK government’s Project and Infrastructure Authority issued eight principles for successful project delivery in government (and which are equally applicable to organisations in other sectors). The eight principles, with extracts from each, are:


	▪   Principle 1: Focus on outcomes. Be clear throughout the project what the intended outcome is.

	▪   Principle 2: Plan realistically. Do a lot of front-end planning and be prepared to adjust. (Remember President Dwight Eisenhower’s dictum – “plans are nothing; planning is everything”).

	▪   Principle 3: Prioritise people and behaviour. Plan for the diversity of people, multi-disciplinary skills and experience needed to deliver the project – where everyone in the team can thrive, grow and feel valued for their part.

	▪   Principle 4: Tell it like it is. Foster an open project culture, where people feel safe to challenge and raise risks and issues.

	▪   Principle 5: Control scope. Work in manageable project stages, with gated decision points, (shown as go/no go in Figure 4.4) pausing to assess delivery and ensure continuing viability at each stage of the project.

	▪   Principle 6: Manage complexity and risk. Take a system-wide view of what it will take to deliver the project, including operating context, boundaries with partners and operational change, and plan for it, with a detailed project execution plan in place before moving to delivery.

	▪   Principle 7: Be an intelligent client. Establish channels for dialogue with users and stakeholders to ensure their voice is heard throughout the project.

	▪   Principle 8: Learn from experience. Maintain an “outside view” of the project, bringing in independent perspectives … and learn from them.3




Reflective question: What are the benefits of paying as much attention to the thinking and behaviours of managing a project as to the project disciplines themselves?



Project phase: Enter and contract

Organisation design projects are triggered by an event, issue or an opportunity that an organisational leader wants to address. Triggers may be either internal or external or both, but more frequently they are external.

Paradoxically, as well as closing down many projects, the coronavirus pandemic also triggered many as new challenges arose that required fresh initiatives and different thinking. An example comes from Amazon. In his 2020 letter to shareholders, Jeff Bezos mentions a design project to enable ongoing coronavirus testing for employees – an issue for employees who could not get rapid and accurate testing elsewhere. As he reported, “A team of Amazonians – from research scientists and program managers to procurement specialists and software engineers – moved from their normal day jobs onto a dedicated team to work on this initiative.”

By April 2021 this initiative had received authorisation from the FDA for its coronavirus test as part of its employee screening programme. At the time of writing, workers in Amazon’s offices, warehouses and fulfilment centres are assigned regular testing appointments, typically every two weeks, although individuals can voluntarily elect whether to participate.

At the same time, and among multiple other policy responses, Bezos initiated the AWS Diagnostic Development Initiative, a project to help customers bring more accurate coronavirus diagnostic solutions to the market. This project is not only a direct response to the pandemic but also an initiative that will “fund diagnostic research projects that have the potential to blunt future infectious disease outbreaks”.

Setting up the testing and diagnostic facilities means each having a clear purpose, a strategy and an operating model. With these in place, the next step is designing how all the organisational elements will seamlessly deliver the purpose in a way that recognises the interdependencies with other parts of Amazon.

The person initiating or commissioning an organisation design project does not always do the day-to-day work, but delegates it to a project leader who works with a design specialist and/or a multi-disciplinary team of specialists to design and implement it. The leader who “got the ball rolling” on the project becomes the sponsor – guiding the work from a distance and acting on behalf of the project as negotiator, decision-maker, problem-solver, champion and coach.

The first steps in getting the design work going are called, in consultant circles, “entry and contracting”. Edgar Schein, a management academic and consultant, describes this phase in his book Humble Consulting. He talks about the first meetings between client and consultant as ones where the parties involved are aiming to establish rapport and to work out the outline of the proposed project. This is a tricky thing to do well as building relationships between humans is a complex process. In Schein’s view, “The missing ingredients in most conversations are curiosity and the willingness to ask questions to which we do not already know the answer.”4

The challenge for the organisation design consultant is to get a clear enough brief to prepare an outline of the project and to feel they can work with the client. The challenge for the client is to get to the point when they feel they can trust the consultant’s experience and skills, and that there is a good fit with the organisation.

Five questions discussed during these early meetings pave the way for the project and the way it is designed and delivered:


	1.  What stance do leaders take in their role? For example, the way leaders talk about the organisation’s undercurrents and shadow side, the social and ethical dimensions of the work, the political and power dynamics, the acceptance of uncertainty and the level of transparency they are comfortable with, are all material for project design and delivery.

	2.  How will the project be run? Compatibility of process and outcome is essential. For example, a project to increase the collaborative capabilities of the organisation needs to be run in a collaborative manner.

	3.  What is the minimum specification needed to start the project? Before the assess phase, it is hard to specify exactly what form the project will take as there is often insufficient information to work on. One essential needed from the entry and contracting meetings is to be clear about the intended project outcomes and why these are sought. However, some projects are initiated with a formal Request for Proposal (RFP) which requires a detailed response.

	4.  How will the trade-offs, tensions and competing interests in the project be managed? Organisation design work involves trade-offs, managing tensions and multiple people in a context of shifting power dynamics. Because it also involves complexity and unknowns, problems and challenges will arise. Generally, the choices and decisions that need to be made to address these should be taken by people who are close to the issues rather than being escalated up a management chain.

	5.  How will the information-flow for and about the project be accessed and managed – by whom and across which organisational boundaries? Organisation design requires good, accessible information and reliable data that cross organisational boundaries. It also requires access to people at all levels who are willing and encouraged to talk about their experiences of the organisation. The project information flows ideally are transparent, two-way (into and out of the project) and are trusted by all parties.



The crux of what is going on in an entry and contracting dialogue is the building of a trusting, mutually respectful, results-oriented, personal relationship – in which the parties involved accept not-knowing, are willing to improvise as the project goes along, are curious, sustain a willingness to accept the complexities of the situation as it unfolds, and feel able to work together.

Project phase: Assess

The assess phase of an organisation design project is a period of investigation and exploration. The focus is on getting a good understanding of the reality of the organisation’s current state and how this relates to what the purpose and delivery of the proposed new design. It acts to confirm or deny whether the presenting issue or opportunity is the reality or a symptom of other things going on.

During this phase, both quantitative and qualitative data are collected and analysed to give a good picture of both the internal and the external context the organisation operates in.

For example, an HR function might provide data and information on the state of the organisation’s current workforce covering demographics, location, skills, performance attributes, number of roles of each type, salary and grade ranges, recruitment and turnover figures, attendance records, revenue per employee, and so on. This is an internal scan.

The HR function might also carry out an external scan, providing information including employment regulations in different countries, market status on availability of key skills, market compensation strategies, local unemployment rates, industry uptake of non-employee workers and its effect on the business, global perspectives on industry trends, hiring and skills availability.

Internal and external scans are frequently conducted by way of an acronym: PESTLE (sometimes, EPISTLE or STEEPLE). The letters stand for political, economic, social, technological, legal, environmental/ethical. The internal and external scans look at each of these and assess what impact any findings might have on the proposed design. A political example of what might appear on this scan is when Britain left the European Union at the end of 2020; numerous new legislative regulations and trade agreements came into play, affecting not just British businesses but those in countries trading with British businesses.

No matter what the size and scale of the project it is recommended to conduct a thorough internal and external scan, as all too often insufficient attention is paid to this activity.

During this phase some assessment is also made of the power dynamics in the organisation. Organisations are political systems, and politics can be murky. Navigating the dynamics of organisational politics often means organisation design projects face compromises, tensions and ethical dilemmas that force consideration of whose interests are being served and the consequences of any design decisions and actions.

Every leader and manager directly and indirectly affected by the new design must be able to communicate its purpose in a compelling and consistent way. Part of communicating the purpose includes leaders showing their belief in it through personal passion and emotional energy. They need to convey that everyone, including themselves, is affected by the new design. They must also acknowledge the human elements that will be involved: stress, fear, resistance and concern about long-term security as well as excitement, innovation and a renewed vigour. People have to understand why the new design is required. They also need to know what part they will play in realising the new design and why they should make the effort to participate.

If leaders are unaware or uninterested in this work, or unprepared or unwilling to support it, proceeding with it is risky and may derail the project. (See Chapter 8 for more on leadership.)

Chipotle, a fast-food chain, is another example of an organisation redesigning to respond to the coronavirus pandemic. In November 2020 it opened what it calls its first “digital-only restaurant”. The purpose of this was to respond to consumers demanding more digital access and less person-to-person contact: the digital restaurant has no dining area and no employees working at the front counter. However, to give it a feel of more than a take-away outlet, it incorporates all the sounds, smells and kitchen views of a traditional Chipotle restaurant.

Along with providing contact-free orders, the new design is much smaller than the firm’s traditional restaurants. This feature allows for it to move into more urban areas where space and pricing are major factors.

The purpose of this redesign of outlets is reasonably self-evident, nevertheless without the clear and consistent messaging from leaders that digital is not a short-term response to the coronavirus pandemic but an acceleration of Chipotle’s business longer-term strategy shift, initiated before the pandemic, away from its traditional offering towards the digital offering, employees and consumers could think that the digital redesign was a short-term response to an immediate trigger.

The outcome of this assess phase is usually a report or presentation that describes the current state and the bearing this has on the proposed project. If the decision is made to go ahead with the project, often, in larger organisations, a business case is made for it.

This outlines the case for changing from the current design to a different one. If the case is well presented, it helps organisational decision-makers make investment and other decisions relevant to the project.

Larger organisations usually have a template for making a business case, which typically includes sections on five aspects:


	▪   Strategic fit. How well does the proposed way of meeting the requirement support the organisation’s objectives and current priorities? Does the scope need to change?

	▪   Options. Has a wide range been explored, including innovation and/or collaboration with others?

	▪   Achievability. Can this project be achieved with the organisation’s current capability and capacity (such as other projects with a high priority that must be delivered at the same time)?

	▪   Value for money. Can this be obtained from proposed sources of supply such as current suppliers? Does the project need to be made attractive to a wider market?

	▪   Affordability. Is the budget available to deliver what is required? If not, can the scope be reduced or delivery extended over a longer period, or funding sought from other sources?



Answering these questions acts as a check that the proposed new design is congruent with strategic objectives, that it is workable and that it has a clearly defined purpose. Without a business case and sometimes even with one, things can go wrong.

Project phase: Design

Regardless of the scope or scale of the design, a governance structure for it must be established to provide a control framework for the disruption that working towards a new organisation design inevitably creates.

A governance structure can be simple or complex depending on the type of organisation design project. The point to bear in mind is that project governance is a sub-set of corporate governance, which is about effectively supervising the management of an organisation to uphold its integrity, achieve open and rigorous procedures, ensure legal compliance and promote good relations with stakeholders, including shareholders and employees.

Good corporate governance ensures that the right projects are selected by the organisation and that those selected are delivered as efficiently as possible. Figure 4.5 illustrates the framework for effective project governance.5

The design phase focuses on the proposed future state of the organisation. This means the purpose, strategy and operating model and the design that will best deliver this as far as is possible from what is known or imagined today.

Once the governance is established, the key actions in this phase are to develop design criteria and then develop at least three organisation design options that meet the criteria. People often find the idea of design criteria difficult and also are reluctant to develop options on the design. One analogy that helps to clarify this is to imagine buying the ideal house.

Start with five criteria for it – the new house must have three bedrooms, be close to a railway station, cost no more than £500k, have a small garden and face south. Now start to look for a house that meets all five criteria. This means only looking at houses that face south and are within the budget. The result of this activity is finding three houses that meet all the criteria. The next step is to choose which one to actually buy.

This requires a more detailed assessment, sometimes through a pros and cons list of each before making a final choice, sometimes through additional research about the surrounding area, sometimes by asking the people who will live in the house to prioritise their criteria. There are multiple ways of deciding which would be the best house to buy.


FIGURE 4.5 Project governance structure
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Source: MosaicProject


It may be that there is no house that meets all five criteria, but two of them meet four of the five. Now the decision is whether only meeting four is a deal breaker (suppose the two houses only have three criteria in common?) or whether some adjustments to expectations can be made.

Criteria for an organisation design are very similar. They are conditions that the design must meet in order to deliver the required outcomes.

Specifically, design criteria help to:


	▪   Clarify what the new organisation must do well;

	▪   Identify problems that must be solved in the new design;

	▪   Take the emotion out of the design work;

	▪   Provide the means to use data to evaluate the design options;

	▪   Lay the foundations for trade-off decisions and resolving conflicting needs;

	▪   Keep people focused on achieving the same outcome(s) of the design;

	▪   Enable different views to be put forward and discussed.



Design criteria are developed based on the outcome of the assess phase and the arguments made in the business case. There should be no more than five and they are not a description of how to do something – for example, to centralise support services. Figure 4.6 shows a set from a telecoms company.

Once these parameters are set, the next stage is to generate possible design options that meet these goals. Having more than one is useful as there may not necessarily be one, single and easy option. Developing the designs means reviewing the business purpose, strategy and operating model, and then working out how the elements of the operating model can be configured to meet the design criteria.


FIGURE 4.6 Telecoms company design criteria
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The starting-point of the development of design options is with the concept of grouping roles. This role grouping can take many forms.

One common way is activity focused. Here the key business processes – usually no more than four – in the organisation, or part of the organisation, being designed are mapped at a high level. This is done with key activities only – one by one. The outcome of this is four process flows.

It is likely that some of the activities will be common to several of the flows – for example data collection and analysis might appear in all four flows. With this sort of information designers can decide, among many possibilities, whether to pull out data collection and analysis from each process and form a data hub which all four processes draw on, whether to leave each process with its own data and analysis capability, whether to have a hybrid of the two possibilities, or whether to outsource. The roles contributing to the activity are then grouped to carry out the activity.

Another common way is a focus on the customer journey in which the design acts to co-ordinate all the customer touchpoints within an organisation. This design process starts with mapping the customer journey from initial contact to satisfied or repeat customer. The organisational elements are designed around the customer journey to give a seamless experience, and the roles are grouped to deliver the journey.

Gabriele “G” Masili, Chief Technology Officer, Customer Service and Support at Microsoft, encapsulates this idea succinctly when she talks about customer obsession. “It is not just sufficient to talk about the customer, it is not just sufficient to think that the customer is important. Customer obsession goes further. It is designing around the customer. … It has to be pervasive, across all the [organisational] layers.”6

There are several other possible role groupings and the early work of the design phase is about considering which is appropriate for a specific organisational circumstance. Unfortunately, there is no easy way of knowing exactly what is “appropriate”. Designs can be developed around products, process and parts of process, location, assets (tangible or intangible) or business capabilities. Deciding which is partly a judgement call, yet it also depends on factors such as the outcome the organisation is aiming to achieve, constraints that bind it, the culture of the organisation(s) involved, and business strategy.

The design phase results in at least three possible design options – three different ones, not three variants of the same thing. These options are then tested and one, or one that emerges from the testing, is then taken forward for implementation.

Testing the design options is done in one or more ways. One test of organisation fitness in common use is the Nine Tests of Organisation Design, developed by Andrew Campbell and Michael Goold in 2002 and since revised regularly based on author experiences in using the tool. Each of the nine tests is based on what the authors describe as “an underlying truth: for example, structure should be driven by strategy, skills are enhanced by focus, co-ordination across silos can be difficult, people perform best if they feel accountable and can easily measure whether they are succeeding or not. The tests are practical ways of checking whether the design is aligned with these underlying truths of good organisation.”7

A summary of the nine tests is shown in Figure 4.7.

Other methods include:


FIGURE 4.7 Nine tests of good organisation design
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	▪   “Walk throughs”: where a typical organisational output is “walked through” the design to see that it moves from start to finish with no blockages, gaps, missing links and so on. An example is entering a contract with a new supplier: Does this flow seamlessly? Is every step in the process covered by a role or technology that handles it? Are handover points easy to cross? Are decision points (and who makes the decision) clear?

	▪   Scenarios: where possibilities are explored on an “if/then” basis and discussions on how the new design would cope with them take place. Scenarios are a useful way of seeing if the design is robust, resilient and adaptive in the face of uncertainty. An example is the UK government’s Cygnus exercise, which was a cross-government exercise to test the UK’s response to a serious influenza pandemic.

	The exercise took place over three days in October 2016 and involved more than 950 people from various government departments and other stakeholder groups. The aim was to test systems to the extreme, to identify strengths and weaknesses in the UK’s response plans, which would then inform improvements in our resilience. Questions remain about how and if the recommendations from Exercise Cygnus were ever implemented.

	▪   Piloting: Pilot testing one or more of the designs is worth doing if circumstances allow. The value of pilot testing is the ability to learn from the test in a way that improves the design and its further rollout.

	▪   Digital twin: A digital twin is a digital representation of a real-world entity or system. Gartner, a global research and advisory firm, created the concept of a digital twin of the organisation. It is predicated on using a digital representation of an organisation (its business model, strategies etc.) to better plan and execute a business transformation initiative. The whole idea behind the digital twin concept, and the reason why it is so useful, is that it offers a virtual model that can be analysed and adjusted more easily than the real thing. The new insights and efficiencies uncovered this way can in turn be used to improve the organisation.

	The length of the design phase depends on the complexity of the organisation and the interventions chosen: interventions include running workshops and focus groups, or holding a large-group intervention, or having a small team develop some outline proposals and then running consultations on them.

	Again, the method chosen depends on factors including, preference of leaders, skills of consultants, time and resource availability.




Reflective question: What is the value of spending time considering different role groupings? What factors inform the decisions around the choices made?



Project phase: Plan to transition

If the organisation design project is small scale and going well, it may feel unnecessary to spend time and resource on planning. However, thorough up-front planning that uses ranges for costs, benefits and delivery dates, which can be adjusted as certainty increases through the life of the project is crucial to the success of a design project.

Developing the plan is not a one-off activity. A project plan should be continuously revised as it is not a document that necessarily defines the course of the project. Instead, it defines the anticipated course of the project at the start, and as project work progresses the plan will change: the tasks will become more specific, and sometimes change in length, as the project unfolds. Deliverables may change as it becomes necessary to scale project ambition downwards (the usual case) or upwards. Additionally, deliverables are likely to become more precise as details are worked out. Maintaining the plan throughout the project and tracking progress against it, enables the taking of decisive action quickly if things go off track.

It is only by having a plan, and checking carefully that timescales are being met throughout the project, that problems and risks can be anticipated and managed. Having a carefully thought through plan makes it more likely that the project will be delivered within the triple constraints of a project – time, scope and cost.

The role of the organisation design team in this planning to transition phase is to plan the transition from the current to the future state, aligning both the various stakeholders’ interests and the elements of the organisation in ways that deliver the new design. The important thing to remember is that changes in one area have repercussions, intended or not, in another area. Depending on the objectives of the organisation design programme, there will be planning work on some or all of the following:


	▪   Business processes: including internal workflows such as recruitment, and workflows that cross into other organisations such as supply chain processes.

	▪   Structures: structural options are discussed in Chapter 3, but where the organisation design demands structural change, the work must be planned and carried out by the design team in close liaison with relevant stakeholders. Structural work may include major or minor changes to the main structure, reporting structures, management layers, spans, communication and decision-making between different parts of the enterprise, as well as the workforce profile.

	▪   Systems: including financial systems, management information systems and other dependent systems.

	▪   HR policies: including reward and recognition, job designs, headcount, career progression and training. One of the reasons for the lack of success in many new organisation designs is that HR systems and processes fail to keep pace with the scale and implications of the change. All HR plans, policies and systems must support the intended design outcomes.



Monitoring, evaluation, risk management and quality assurance are continuing and essential project management activities during this phase.

Another fairly standard activity during this phase is “change readiness”. The author of a Project Management Institute white paper “Change Readiness: Focusing Change Management Where It Counts”, describes change readiness as taking “a critical look at the organisation’s resolve, fitness and capacity to successfully deliver the benefits of a proposed program or project, and initiates appropriate actions to bring a current state of readiness to one of confidence in long-term success of the program/project outcomes”.

Resolve, fitness and capacity are both not easy to judge and subjective, but some assessment tools try to help.

They tend to look at one or more of the following:


	▪   Cultural readiness – that is the degree of alignment between cultural norms and the proposed change.

	▪   Commitment readiness – the degree of resolve and ability of the organisation, through its leaders and workforce at all levels, to see the change through to successful and sustainable completion within the organisation’s overall strategic agenda.

	▪   Capacity readiness – the degree to which the organisation is able to bring supportive work processes, historical knowledge and experience, current knowledge, skills and abilities, and resources to bear to aid in successful implementation and sustainability of the change.



Of these, commitment readiness is the aspect most frequently focused on – typically accompanied by the question “How do we get people to buy in to the change?”

This is not easy. The language of implied coercion in the commonly used phrase “getting people to buy-in” and similar wording does not help. Generally, people’s willingness and ability to change is self-driven. However, this can be encouraged through incentives (and penalties), sensitive communications, empathy, a certain amount of experimentation on what might work, systems and process that act to strengthen change possibilities, and powerful leadership actions that almost mandate change.

Haier’s CEO, Zhang Ruimin, is an example of a powerful leadership action demonstrating that people must change. It is an old, but classic story. In 1985 Zhang was managing the refrigerator factory that was the precursor to Haier. A dissatisfied customer returned a faulty fridge. Zhang went to inspect the fridge inventory and found many were not of a good enough quality. He lined up 76 of them and handed the workers sledgehammers, commanding them to destroy the fridges. Zhang himself led the destruction. (His sledgehammer is on display at Haier headquarters). This symbolic action made it clear that workers must change their attitudes – to work performance, quality, discipline and customer service. Haier is now renowned for the quality of its white goods and the way it produces them.


FIGURE 4.8 Change readiness curve
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Gauging commitment readiness is often done through reference to the change curve shown in Figure 4.8. This illustrates where people typically are in relation to a new product, service, or system. For example, during the coronavirus pandemic, at the point when vaccines became available in the UK, it was estimated that around 87% of the population needed to be vaccinated to achieve population immunity. However, a significant share of the population appeared hesitant about the vaccines, putting them at the “awareness” stage of the curve.

A UK YouGov poll in June 2020 showed that one in six people (16%) said they were unlikely to, or certain not to, get vaccinated for covid-19. A similar number had yet to make up their mind. But by November 2020, YouGov reported people were increasingly willing to have the vaccine, putting them at the understanding stage of the curve, the number going from 61% in June to 81%.

The approaches to encouraging an awareness and then understanding of the vaccine, having it and then (perhaps) advocating others to have it followed the stages of most change-readiness programmes. The approach involved:


	▪   Differentiating between sub-groups, to be able to address the distinct challenges they pose.

	▪   Exploring issues such as “what kinds of messages will resonate with the public, what information they need, which sources they trust”.

	▪   Addressing people’s genuine concerns, in this instance including mistrust of big pharma and the perception that the vaccine development had been rushed.

	▪   Calling on the government to devise and uphold binding standards, compelling social media companies to prevent the spread of misinformation online.

	▪   Exploring more creative, innovative approaches to encouraging vaccine take-up, including the development of an online game called “Go Viral”.

	▪   Fronting the campaign with people who had been vaccinated and who were likely to be trusted – Elton John and Michael Caine were two of these.

	▪   Providing trusted, reliable information on the risks of not “buying in” to being vaccinated.



Change associated with a new organisation design takes a similar path. A majority of the people affected by a change have to reach the top of the change curve before the change is successfully adopted or endorsed. Assessing how change ready they are (ie, will they be early adopters or will they only slowly or perhaps never adapt?) helps get the transition phases of the programme right for those it will have an impact on, using a variety of tactics and strategies to encourage movement up the change curve.

The extent to which stakeholders recognise and accept the need for change is determined by assessing aspects such as leaders’ ability to manage change, workforce levels of commitment to change, and the strength and extent of barriers to changes in the organisation’s culture and processes.

Change readiness assessments are valuable because they help clarify where a design programme might run into problems and they enable plans to be developed to prepare people for the change. They identify possible barriers, enablers and risks, which in turn helps identify where to focus change implementation management activities and resources.

Depending on the assessment used they will highlight, for example:


	▪   how far people subscribe to the organisation design purpose;

	▪   how much commitment to the planned initiative needs to be encouraged;

	▪   what impact people’s current performance and skill levels are likely to have on the success of the initiative;

	▪   the need for any changes in leadership behaviour and activity;

	▪   the degree of support for the proposed changes throughout the organisation and from other stakeholders;

	▪   the barriers to and drivers of change;

	▪   the issues that must be tackled to facilitate the change process.



With this information to hand, recommendations can be made on reducing the risk of lack of support for the design, and what needs to be done to achieve enough support to make for a successful design implementation.

Assessing change readiness is not a one-off process and it must use a variety of methods as this and the subsequent phases proceed. Ways of doing this include:


	▪   interviewing 1:1 a cross-section of stakeholders;

	▪   running focus groups and collaborative sessions with small groups of employees and other stakeholders;

	▪   monitoring social-media comment and traffic analysis;

	▪   conducting and reviewing surveys of change readiness, segmented by stakeholder group if appropriate; (It is more effective to use validated off-the-shelf survey instruments, such as the Organisational Culture Inventory® (OCI®), team effectiveness inventory, or change readiness questionnaire.)

	▪   conducting risk assessments on change readiness;

	▪   telling stories about and spotlighting the views of individuals on the change. Personal storytelling is a very powerful medium to encourage change. For example, some US research on messages that best encouraged coronavirus vaccine take-up found that using a personal story was the most effective approach at driving intent to get vaccinated and had the least negative backlash.



In the process, pay attention to how, for example, what people say in one channel, such as social-media posts, differs from what they say in a more formal face-to-face interview or other channels.


Reflective question: How ethical is it to aim to get people to buy in to a new design or change?



Project phase: Transition

In this phase, the task is to manage the transition activities detailed in the transition plan, determine and address transition issues and celebrate successes. In doing this, project progress reports are generated, learning and development takes place and course corrections are made.

Key to successful transition is knowledge that all the contributing elements – systems, processes, technology, structures and capabilities – are operating in sync to deliver the intended outcomes of the new design. This involves careful monitoring. Also, in this phase risks, successes, milestones, small wins and lessons learned are tracked. Without adequate information it is impossible to keep the project heading in the right direction. The use of data analytics will help achieve this.

Data analytics is the process of examining datasets to look for patterns and drawing insights and conclusions from the information they contain. It is a continuously developing field often using specialised systems and software that integrate machine learning algorithms, automation and other capabilities.

Using data analytics is valuable for design projects of any size and type. Done well it leads to data-driven decision-making and positions the project as integral to the organisation’s success rather than being “just a project”.

The type of analytics employed varies according to the project – as with all design work there is no silver bullet – however, all data analytics should go beyond a focus on the project itself. This is particularly important in this transition phase, as good analysis yields patterns of interactions between design transition, organisational strategies and relevant factors from the external environment.

For example, Chipotle’s data derived from its reward programme – whose membership grew from 8m to 17m in the early months of the pandemic – showed the strategic commitment to sustainability and local food sourcing was well supported, that targeted offers could influence purchase frequency, and that the newly introduced digital-only outlets were high performing and could be introduced elsewhere.

Aligning project transition data with the strategy supports both ongoing strategy formulation and implementation.

In an organisation where there are multiple designs and other projects going on, the data analytics should not only be project specific, but also be considered, in data terms, as one of a portfolio of organisational projects. The aim here is to monitor and identify patterns across the projects.

In some organisations there is a data analytics function for the whole organisation. In those cases project data analytics must be aligned to that.

Ryan Roslansky, CEO of the social media platform LinkedIn, describes a design project to develop Talent Insights (launched in 2018) to help organisations use data to make smarter hiring decisions. It is a tool to help organisations understand their external labour market and their internal workforce, and through data-driven insights helps talent leaders affirm key business decisions.

The project was set up using a cross-disciplinary team drawn from various parts of the organisation. During the lifecycle of the project data analytics were used to keep the project on track, ensure its progress was aligning to the business strategy, and took account of the customer needs to develop a valuable product.

Tracking project progress involved continuous reference to the data attached to the project’s three design criteria: to deliver data on demand, to make the insights actionable, and to harness real-time updates on LinkedIn. It was also important to collect and analyse data around LinkedIn’s business strategy of “connecting the world’s professionals to make them more productive and successful”.

The transition phase of the project saw changes to the design of interdependent products, the configuration of the teams supporting the products, and the roles within the teams.

Talent Insights now functions not just as a stand-alone product, but also serves company-related metrics across other LinkedIn products, including Recruiter, Sales Navigator, Company Pages and Premium Insights.

Beyond the quantitative monitoring, and because organisation design activities inevitably involve people’s emotional reactions to change (as in changes to roles and activities), these qualitative aspects must be monitored too.

This means staying alert to signs of stress or change-fatigue, as well as listening to the anecdotes and stories people are telling about the new design and its progress. In one organisation, the HR design workstream established “listening times”, where employees could drop in (virtually in this case) to talk over any concerns they had about the new design with an HR practitioner trained in active listening. And one of the things the Talent Insights project team learned was that “with each goal/milestone attained, it is important to give kudos and celebrate. Take some time to appreciate your team and all who have supported you.”8

As with the Talent Insights project, organisation design usually brings with it changes in job descriptions and often the end of some roles and the creation of new ones. This is a sensitive process, and so requires the close involvement of the organisation’s HR practitioners, whose knowledge of the timing, content and impact of any suggested changes in job descriptions, career paths and succession planning should help ensure a smooth transition.

The type of transition will differ based on several factors, including the cost of transitioning, the risk to business continuity, the reliability of any new technology systems, the availability of skilled staff resources and the context of the design. Depending on the specifics of an organisation design project, there are three common ways of transitioning:


	▪   A big bang, which begins the new system all at once on a specific date. This can be very risky especially if it involves IT systems. In 2018 the UK’s Trustee Savings Bank (TSB) , mentioned in Chapter 2, experienced a significant failure with this.

	▪   A rolling transition, where the transition starts with some groups, pilot units, or in one location or operating area, and then rolls out to others. This is a useful approach if activities such as consulting with staff forums take longer in one place than in another. It also allows for learning from each rollout to be tracked and adjustments made to the rollout plan as things proceed.

	▪   A parallel tracks transition initiates the new design alongside the current design. The danger in this approach is that there will be no hard start of the new and close of the old. Nevertheless, it can be useful as a risk mitigation strategy, particularly where technologies and software are involved.



Project phase: Optimise

Planning and implementing the optimising of a new organisation design often takes a back seat to the work that goes on in the earlier phases. It is as if all energy has been expended, so actually living the new design becomes “Ho hum, we’re there now”, rather than an energetic exploration of what is working well, what is not and how to keep continuously adjusting.

Optimising is essentially two-part. Part one is in the six months after the transition is deemed “completed”. This is not always an obvious point, but indicators are when most of the workforce are in their new roles, or when a system has been switched on, or when legal documents have been signed, or when – in a formal programme – all the work packages have been delivered.

Part two follows this and is a lead-in to making refinements and course corrections over the medium to longer term to the new design. It involves sensing when the design needs refreshing or renewing completely and maintaining vigilance on monitoring the organisational patterns and operating context to keep adapting to changes. This form of continuous design is discussed in the next chapter.

In the six months following the transition, the key actions are to review and adjust the design to ensure delivery of the intended benefits. Any new design will encounter some deficiencies that need fixing, much as moving to a newly built house will reveal construction issues – requiring a “snagging list” to fix the immediate ones.

Sometimes the immediate issues can be revealed through the quantitative and qualitative monitoring that continues through the optimise phase. Sometimes they are less obvious and more “below the waterline”. For example, there may be an influential workforce member who is against the new design and rallying colleagues’ support to obstruct it. Developing a sensing capability (both individual and organisational) is useful when it comes to hearing what is not being said, or noticing what is not being seen.

Remember that snags arising in the part of the organisation that has been redesigned may have knock-on effects in other parts of the organisation. Take a positive and learning attitude to surfacing and fixing issues.

If there has been a true alignment of all the various organisational elements during the earlier phases, the six-month optimising period should be a straightforward matter of conducting a thorough post-implementation review or reviews, listening attentively to feedback and making adjustments in the light of any areas found wanting.

The post-implementation review takes a number of forms and is called different things – postmortems, retrospectives, hot-washes, after-action reviews, wrap-ups, project “success” meetings. Regardless of the name, they all have the same goal and follow the same basic pattern.

The idea is to take time, and dedicate the resource, to reviewing a completed project and learning from the successes, the failures and the still-to-do aspects. This will allow the team and organisation to improve both the new design as it settles in, as well as the way future projects are conducted.

Typically, reviews revolve around questions including: what was the intention of the new design, what has actually happened, why did it happen, what needs to be done now, how will design projects be initiated and managed next time?

Again, the better reviews are not simply procedural. They involve emotions, feelings, experiences. Pixar’s former CEO Ed Catmull initiated a regular “Braintrust” that reviewed the ongoing process of an animated film project and came up with improvements for it. A similar process would work well during the lifetime of an organisation design project. Catmull notes that:9


A hallmark of a healthy creative culture is that its people feel free to share ideas, opinions, and criticisms. Our decision making is better when we draw on the collective knowledge and unvarnished opinions of the group. Candor is the key to collaborating effectively. Lack of candor leads to dysfunctional environments. So how can a manager ensure that his or her working group, department, or company embraces candor? By putting mechanisms in place that explicitly say it is valuable.




Reflective questions: What are the barriers and entryways to fostering candour in project reviews? How necessary are reviews in optimising an organisation design in the short term? What often prevents them happening?




CASE STUDY 3

Sequencing a new organisation design

On March 21st 2019 Susan Lamb, chief operating officer at Alder Park, one of the largest and historically most successful not-for-profit organisations in the eastern Atlantic region, with over 1,600 employees, presented her team’s recommendations for a radically different organisational form to the board.

When she joined the organisation a year earlier, its fortunes had suffered a reversal:


	▪   Donation revenues had shrunk by 20%.

	▪   Revenues had declined (from £41.5m to £40m).

	▪   There was to be no new government funding.

	▪   The existing government funding was to be reduced.



Her presentation marked a watershed for Alder Park. With a cash shortfall of over £1m and funding hard to come by, the organisation was facing a difficult future. Lamb was convinced that bold steps were needed, and she was confident that, as a result of her dealings with the board, Alder Park’s employees and other stakeholders during the year, her proposals would be accepted.

Lamb had joined an organisation with an admirable track record. For more than 40 years it had provided job training and support, employment opportunities, residential services and recreational activities for people with developmental disabilities at seven sites, steered by its founder and current CEO. But times had changed and Alder Park was not in good shape, grant money was drying up, long-serving staff were retiring, the legacy IT systems were outdated and the buildings needed refurbishment.

Lamb’s first task on joining had been to persuade the board that it was time to revisit Alder Park’s purpose, values, strategies and operating model for the next five or so years. Having got their support, she brought in a small management consulting company to advise on the next steps and to work with Alder Park in taking them.

At a three-day offsite session (only 12 weeks after her start date), involving all 17 board members and all Alder Park’s managers, the work began. The agenda was to assess Alder Park’s current condition, explore future possibilities and draw up an outline plan for change. Out of the three-day session came a new purpose (Table 4.1), and a strategy task force made up of board and staff members was set up.

TABLE 4.1 Alder Park’s previous vision and mission, and new purpose







	Previous vision

	New purpose (high level)




	Alder Park will be a recognised leader in providing resources to promote and provide full economic and social empowerment for people with disabilities in integrated environments, increasing vocational, employment, residential and recreational services locally and worldwide.

	To develop a world where people with disabilities are fully included.




	Previous mission

	Purpose: more detail




	To effect the best, most far-reaching opportunities for people with disabilities, working with them as individuals with their own talents, abilities and personal goals.

	Empowering people with developmental disabilities to enrich their own lives through our services.





Source: CBI survey: “How businesses are preparing for Brexit”, n.d. (https://francobritishchamber.com/web/wp-content/uploads/2019/08/FINAL-CBI-Brexit-preparedness-survey-write-up.pdf)


FIGURE 4.9 Alder Park’s new design
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Lamb was adamant about involving the board and the staff from the start. To develop their skills for handling the radical changes that the new purpose implied, she endorsed a programme of internal education, development, communication and on-the-job practice in strategic thinking, planning and scenario testing.

Two months after the first offsite meeting the strategy taskforce presented three design options with their pros and cons. The presentation meeting was heated but respectful – disagreements were aired and points of view put across. Eventually, the members agreed to take forward a hybrid option of the three designs put forward. (A simplified schematic is shown in Figure 4.9.)

Two months later, the strategy task force presented to Lamb and her executive team the report and recommendations related to the chosen hybrid option. Driven by the requirements to embrace a customer focus, target efficiencies for improved effectiveness and integrate the service delivery model and meet the design criteria, the task force explained how the design would facilitate the sharing of information, build and leverage organisational capability, eliminate silos and reduce operational overlaps, duplication and costs.

Accompanying this design were seven recommended goals developed by small teams, each headed by one of the task force members. One of these goals is shown in Table 4.2.

Lamb was impressed by the detail and the thought that had gone into this piece of work. It built on Alder Park’s history and strengths yet took it in new directions. She felt that the range of collaborative, participative and involving organisation design and development techniques, tools and approaches used by the teams had produced a report that would have a good chance of being adopted by all the stakeholders.

TABLE 4.2 One of Alder Park’s seven goals







	Goal 7 – Finance, Human Resource and Services will deliver best in class results in quality, innovation and cost.




	By January (two years out), we will implement a management information system (MIS) to provide participant and financial information across all departments and real-time access to current and historical data. The objective is to enhance programme effectiveness and be cost neutral with investments repaid by savings in operating expenses. This MIS will provide all reporting and inquiry capabilities for tracking progress against our five-year goals. By January (one year out), a business plan for accomplishing this goal will be presented to the strategy task force/board with specific details and goals with a timeline for implementation.




	7.1 Implement management information systems that provide programmes, business, HR and financial information across the three service areas with real-time access to historical and current data.

	7.1a Identify and address immediate opportunities to improve systems and use of systems.

7.1b Conduct comprehensive assessment of existing MIS with recommendations for current and future needs (FY1); implement recommendations (FY2).




	7.2 Align management to support planned expansion in services and programmes.

	7.2a Address short-terms needs to standardise processes and integrate systems.

7.2b Develop management plan for expected growth in programmes and services.





However, she was not yet ready to present the report to the full board for approval.

There was still a lot of detailed work that she wanted completed, in particular:


	▪   a proposal on a governance structure that would handle the design and implementation phases;

	▪   a more rigorous stakeholder analysis – she had heard rumblings about the founder and some of the stakeholder groups;

	▪   an organisation-wide change readiness assessment to give her information on whether work had to be done to bring people on board before starting the implementation phase;

	▪   a comprehensive communications plan related to the findings of the stakeholder analysis and the change readiness assessment (there was already an awareness-raising communication plan being implemented);

	▪   a timeline for implementation with recommended milestones, success factors, measures and quality-assurance processes.



At this point Lamb felt that the consultants had done a good job. They had helped create the vision and the strategic planning process, and they had transferred sufficient skills to Alder Park employees and other stakeholders to enable them to continue with the organisation design themselves. It was therefore time for them to bow out.

The task force started the detailed work Lamb asked for, giving her weekly updates on progress and responding to her questions and challenges.

The governance structure proposed was simple, establishing straightforward but robust controls and decision points. The team members were wary of recommending a governance process that was top heavy or time and resource intensive. They recommended a project board to take the design forward, comprised six board members with the chairman as sponsor. They also recommended appointing a professional project manager to establish planning workstreams and see the project through to optimisation.

The stakeholder analysis highlighted a number of issues. The managers and staff, faced with the reality of implementation and a radical new way of operating Alder Park, met to consider their nervousness and anxiety about change. They realised that they would have to manage the day-to-day business while making the transition to the new design. They would have to commit time, effort and resources to put any changes in place.

Additionally, the founder was beginning to feel pushed out as he saw the proposed future of Alder Park come into sharp focus. He felt disenfranchised and unappreciated. He began to withdraw his support for the design and started to lobby those board members closest to him to do the same.

The change readiness assessment suggested that although the purpose was well accepted, the business case for change was not fully understood. People felt things were fine as they were. It also highlighted the fact that people were not, in general, change ready or capable.

Over the following few months Lamb worked with her teams to set up the recommended governance structure and address the issues raised by the stakeholder analysis and the change readiness assessment. They also worked on the transition timeline and plans. At monthly intervals they reviewed progress. By the date of the board meeting called to give the go-ahead to the transition, all project team members felt confident that they would gain approval to move forward.

Lamb and the project manager emerged from the board meeting with a big smile on their faces. They had unanimous endorsement from members to proceed into the transition phase. Although they were jubilant that all the work to date had borne fruit, they also understood that the journey through transition and into optimising the new design would be a substantial challenge. However, it was one that they felt they would collectively and successfully rise to.



Reflections on the case study

In her previous organisation, Lamb had participated in large-scale organisation design work and had learned from this experience. In starting the design work at Alder Park, she knew she had to pay close attention to five aspects of the organisation design process.

1 Leadership support

Without the support of the CEO, the board and Alder Park’s senior managers, Lamb would not have been able to carry through the new design. Although new to the role, she had done a significant amount of due diligence before she joined and knew she would have to tread carefully through the minefield of politics in the organisation. She had been appointed by the board, with the CEO’s unenthusiastic blessing, so her first tactic was to enlist support for her proposals from board members whom the CEO respected and listened to.

Alongside this, Lamb started a conscious process of developing rapport with her senior management team. She was determined to build from what was working well at Alder Park (an appreciative inquiry approach), as she knew only too well how workforces respond to newly appointed slash-and-burn executives.

Throughout the time it took to get to the point of approval to implement her plan for change, Lamb worked on maintaining and developing commitment. With hindsight (and evidence from the detailed stakeholder analysis she commissioned six months in) Lamb acknowledged that she had spent too little time working with the CEO and founder, and sought to remedy this in the second phase.

2 Carefully planned phase-in

The time taken to get to the transition phase seemed long, but it was time well spent. The stakeholders’ capability and understanding had to be built. Alder Park had not seen much change in its 40-year history, and to introduce sudden change would not have been right for its culture. Lamb and the project manager ran workshops with staff and other stakeholders discussing approaches to strategic planning, the sequencing of an organisation design project, what elements would be involved and how typically the process would play out.

Because her approach was participative and demonstrably leader-led, she was able to gauge how things were going. She was sensitive to the needs of most stakeholders, and was able to push them when they needed it and stand back when appropriate.

3 Focus on the details of transition

Some people found Lamb’s insistence on detailed planning tiresome. They wanted to get on and do something and baulked at meetings to go over project plans that had hundreds of lines of sequenced and interdependent actions. However, when the point of transition came people were aware that Alder Park was going to operate radically differently; they had no illusions that this was going to be old wine in new bottles. They also knew that a range of implementation activities would be going on simultaneously in different work streams and that life would feel chaotic and uncomfortable during the process.

They knew this partly because timelines, critical milestones and decision points were published on the organisation’s intranet for staff to react to and comment on; partly because the principle of “no surprises” was one that was embraced by the design teams (for example, they enlisted the support of HR staff and others in having conversations with staff whose roles were going to change); and partly because there was continuous and consistent communication that kept people informed at all stages.

4 Working collaboratively to remove silos and instil customer focus

From past work Lamb knew that cross-functional teams (whose members represented all levels at Alder Park) working on specific aspects of the design would not only get the design work done but also start to develop new, informal social networks that would help break down the silos. During project lifecycle, teams were established to conduct specific pieces of work, for example to identify areas of obvious efficiencies and cost savings, and to determine new business opportunities.

Teams were encouraged to focus all their suggestions and recommendations on actions that would support the new purpose – clearly putting the customers (people with developmental disabilities) at centre stage. This was a big change for many staff, who were of the view that their customers were passive recipients of what was offered to them, rather than individuals who could make their own choices and decisions.

5 Flexibility to make refinements

An aspect that the design teams found difficult to handle was distinguishing “noise” from important information in the operating environment. For example, was the announcement that government funding would be cut extremely significant or of marginal significance? Once they understood how to ask the right questions to point them to an answer, they were able to make adjustments to their recommendations and plans (or in some cases almost start over again).

As a way of helping the teams manage this constant contextual change, Lamb discussed with them Nadler’s Updated Congruence model (see Table 2.1, page 43), demonstrating how operating conditions affected the organisational components and noting that the challenge was to keep the components aligned and in balance in order to deliver the strategy.

With the new understanding that being responsive to changes was an essential part of an organisation design process, the teams began to build flexibility into their plans. For example, they started to present options and to give relative weightings to suggestions and recommendations. This developing openness to adaptability became a valuable organisational capability as the transition process got under way.

A year after the board had given Lamb approval to go ahead with the proposed changes, Alder Park was enjoying the benefits of the new design. Customers were happy, revenue forecasts were on track, staff were motivated and working productively, and after a difficult series of discussions the founder was using his skills to fund-raise rather than lead and manage the enterprise.

TABLE 4.3 Checklist of the steps in the strategic planning process







	Environmental scan

	Examine the outside environment surrounding the organisation (societal/task environments)




	Environmental forecast

	Predict how the environment is changing in order to determine implications for the future of the organisation




	Customer/market/competitor analysis

	Establish a stronger understanding of why the organisation exists by determining how the market is changing, understanding who the future customers are, and analysing organisation competition




	Strategic planning premises

	Develop strategic planning premises that reflect the assumptions about the future (based on the environmental forecast)




	Internal assessment

	Management determines the strengths and weaknesses of the organisation as it currently exists to establish a planning base using a SWOT analysis (strengths, weaknesses, opportunities and threats). By maximising strengths and minimising weaknesses an organisation exploits opportunities and avoids threats




	Mission/vision development

	The mission and vision of the organisation are outlined. The mission is the basic purpose of the organisation. The vision describes what the organisation will look like in the future




	Strategic thrusts

	The three or four key goals on which the organisation focuses its efforts over the next five years




	Plan operationalisation

	It is best to follow these steps in this order. However, sometimes it may be necessary to revisit various steps as the organisation moves along through the strategic planning process





Source: Adapted from W. P. Anthony, P. L. Perrewe and K. M. Kacmar (1996), Strategic Human Resource Management (Dryden Press, Fort Worth)

Tools for the case study

Of the several tools that were used in this case, two were particularly helpful for staff new to the process of organisation design. The first was a checklist of steps in the strategic planning process (see Table 4.3). This formed the basis for activity in the first three-day workshop, and subsequently at town hall meetings and work stream skills development sessions.

The second tool was a clarification of the role of the project board (see Table 4.4). In this case the project board comprised some of Alder Park’s board. For most of them this was their first time working as members of a project steering group. They had a tendency to try to manage the day-to-day running of the project rather than take an oversight role. Initially, this led to friction between them and the project sponsor (the chair of the board) and the project manager (Lamb).

TABLE 4.4 Role of project board (steering group)







	Overview




	

	▪   Effective business change programmes and projects require clear, active and visible leadership from the top.

	▪   The project board is responsible for ensuring that the programme meets its overall objectives and delivers the benefits outlined in the business case.

	▪   This should be included in the project board’s objectives. The project board has accountability to stop or realign the project if the original benefits case is not likely to be realised.

	▪   The project board should comprise those who have the most interest in, and the most to gain from, the successful implementation of the project.





	Specific accountabilities of the project board




	Gatekeeper

	

	▪   Ensure only projects that support the business strategy are initiated.

	▪   Ensure those which no longer support the business strategy, or where the risks of achieving the outcomes and benefits are judged to be too great, are cancelled.

	▪   Ensure the project has clear terms of reference and business case.

	▪   Sign off the terms of reference and business case before they are submitted for review.

	▪   At key milestones (quality gates) through the life of the project, ensure that they are satisfied before the project is put forward for approval to progress to the next stage.

	▪   Ensure any corporate programme management and project management processes are followed.

	▪   At the closure of the project, see that the benefits are realised and a post-implementation review is carried out.





	Monitor

	

	▪   Validate the plan.

	▪   Hold regular reviews of progress against plan at a high level (at an operational level, this is the responsibility of a project manager).

	▪   Ensure the business case (terms of reference for smaller projects) is reviewed regularly and any proposed changes of scope, cost or timescale are checked against their possible effects on the business case.

	▪   Ensure risks have been identified and are being tracked and mitigated as far as possible.

	▪   Give overall guidance on policy, direction and scope.

	▪   Approve and monitor projects with an IT element against the project charter.





	Support and coach

	

	▪   Give support to the project manager as required by him or her.

	▪   Support may be in the form of direction, guidance, lobbying for additional resource and resolving serious problems.





	Decision-maker

	

	▪   If decisions are required that are outside the scope of the project, these should be referred to the project board.





	Champion/communicator

	

	▪   Champion the project internally and externally.

	▪   Hold regular project board meetings.

	▪   Maintain a senior-level relationship with key external suppliers to ensure they give their full support to the project.





	Problem solver

	

	▪   Resolve the more difficult problems that the project team does not have the skills or experience to resolve.





	Resource negotiator

	

	▪   Ensure that adequate and appropriate resources are available to ensure the delivery of project benefits on time.






Summary

The organisation design process is not one that can be prescribed. Rather it is a sequenced process that emerges from information about a specific organisation in its operating context. The important things to remember are:


	▪   A programmatic design project is based on defined phases. Within each phase there are actions and deliverables usually specific to that phase. Each phase completes with a conscious decision on whether or not to proceed to the next phase.

	▪   Although the project phases are presented sequentially, in real life things may be messier. Use the template as the framework.

	▪   Good organisation designs seek to find the best methods of delivering a business strategy through aligning the various elements of the organisation.

	▪   Well-designed projects are implemented through a combination of good governance, clear communication and meticulous planning.






5

Continuous design


Evolution … starts from an existing design and alters it progressively by a series of small changes over many generations … every stage in the evolutionary sequence must be capable of holding its own in a competitive world.

R. McNeil Alexander



DELIBERATE ORGANISATION DESIGN takes two forms: project and continuous. Project design, discussed in Chapter 4, is usually undertaken to deliver a specified outcome by a given date. Continuous design is an ongoing activity driven by having to respond more-or-less in the moment to context changes. Thus, it embodies the principle of being a fundamental continuing business process, not a one-off repair job.

Adoption of the principle means establishing a business process that delivers continues design and redesign. Effective organisations develop and hone continuous design capability alongside their project-based design capability.

Failure to adopt the principle does not stop the organisation design changing. It does so regardless of any intentional design interventions. An organisation is constantly changing and evolving as the internal and external context changes. For example, over the past few years employees have set up colleague WhatsApp groups, which are outside the control, and perhaps awareness, of the employer.

This is part of a wider shift as employees increasingly use their personal smartphones in the office, and/or access social media and messaging platforms via their workplace IT systems. This raises risks and issues for employers. The negative consequences include bullying and harassment, use (and misuse) of privileged information, inappropriate comments, exclusion from a colleague group, rights to privacy, and out of business hours use for business purposes – leading to stress and, in the UK, a breach of the Working Time Regulations of 1998.

However, there are also positive consequences. Several studies find that social media use in the workplace has a positive impact on workers’ attitudes, motivation, engagement and performance. Its use helping them to collaborate, share ideas, solve problems, improve relationships and support decision making.

Companies also use social media channels to contact employees on various matters including policy changes and announcements. The rise of social messaging platforms and the mixed personal/business use of them by employees has design consequences, including changing networks of interaction and influence, behaviours and knowledge and information flows.

Unless this more or less spontaneous change is noted and an intentional response to it activated, the organisation may well suffer the consequences of inattention. Intentional and continuous design enables an organisation to evolve advantageously over time.

In continuous design, designers look for clues and evidence that the design is delivering intended performance outcomes, that potential opportunities, disruptions and risks are on the radar and that the organisation has the capability to adapt beneficially to meet changing circumstances.

Netflix is an example of an organisation well versed in continuous design. It has been practising for more than two decades, reinventing the organisation from delivering DVDs by mail to streaming, and most recently from licensing shows and films to creating them. Since going public in 2002 the firm’s share price has risen 500-fold and in 2020 Michael Nathanson of MoffattNathanson, a consultancy, observed that “every time that Netflix faced a roadblock it found a clever way to work around it and emerge stronger”.1

Whether Netflix can maintain the ability to continuously redesign and evolve as its operating context changes remains to be seen. It faces three pressures – two internal and one external. The first internal one relates to the speed of growth – by 2020 the organisation had grown globally four-fold in five years. Assimilating a global workforce into what is, essentially, a Silicon Valley culture typified by a flat hierarchy, autonomous teams and local decision-making, presents a challenge.

The second internal pressure relates to “sectoral girth”. Moving beyond streaming into film making, where Netflix is competing with Disney among others, may mean having to expand into new industries. Disney, for example has theme parks, merchandising and TV networks. However, given the absence of strong branding (Disney’s brand is arguably more commercial, lending itself more easily towards these kind of ventures), Netflix could struggle on this front.

The external pressure comes from the public, increasingly pushing for inclusion and diversity across society – evident in the rise of the #BlackLivesMatter and #MeToo movements. In 2019 comedian Mo’Nique brought a case against Netflix for “a discriminatory low-ball offer [made to her in 2017 for a stand-up special] in comparison to her colleagues, particularly those who are white and male”.2 In July 2020 a federal judge denied Netflix’s motion to dismiss her race and gender discrimination lawsuit, allowing it to go forward.

In 2018 Netflix appointed Verna Myers, its first VP of Inclusion Strategy. Whether or not this is related to the-then impending court case is unknown. The noteworthy point is that a discrimination case and the establishment of a post for VP of inclusion happened at much the same time. Societal pressures against discrimination had reached a tipping point. In this specific case, it may be that Netflix was alert to the discrimination risks it faced, with the societal mood shifting, and took action on that assumption. Or it may be that it reacted to news of the forthcoming case by making the appointment.

Either way, its first inclusion report, published in January 2021, was ambitious in its reach, recognising that designing for diversity is a process of continuous design and “is not about perfection – it’s about humility, vulnerability and unlearning as much as it is learning”. This extends not just to Netflix’s workforce but also to the products and services it offers. Part of its ambition is to continue to influence which stories get told and by whom.

Myers notes some examples, saying, “We’re uplifting stories about Black British lives. We’re chronicling the life of a gay man with cerebral palsy on TV, a first. We’re moving some of our cash into black banks.”3 By doing this, and also by purposefully challenging traditional conceptions of diversity in its own-brand series – Bridgerton, for example, pushes boundaries in its depictions of race, gender and questions of power and sexual consent – Netflix is helping change social attitudes to inclusion and diversity.

The Netflix evolution illustrates both the need for, and the power of, continuous design and also some of the potential challenges to it – in terms of being prepared for potential context changes. As the Netflix case illustrates, the pressures for organisations in general to continuously design come from both internal and external sources.


Reflective question: What is the value of intentional continuous organisation design?



What skills are needed for continuous design?

Signal detection, pattern recognition and meaning-making are critical skills needed for continuous organisation design. These three skills essentially relate to the ability to identify early-warning signs that change is needed (signal detection); the ability to detect broader examples of similar behaviour within the organisation (pattern recognition); and the ability to analyse the “so-what” of a particular change (meaning-making). The skills are applied both internally and externally.

Signal detection

This Uber example illustrates, how signal detection can work in action.

Uber started up, in 2009, as a response to difficulties in the taxi industry. Signals included complaints posted on social media, personal experiences of trying to hail a cab and data around taxi usage showing the amount of time people stood at the kerbside waiting to hail a taxi, and the time it took for one to show up following a call to a traditional taxi despatcher. Founders recognised patterns of negative experiences. Uber took the signals and patterns from them to create a new pattern that disrupted the established taxi industry and flipped most of the customer experience negatives in it. They united the convenience of technology with transportation. The timing coincided with the surging take-up of smartphones in North America and Europe.

In 2020 Uber was operating in 60 countries and had expanded its reach from ride-hailing into food and package delivery, freight transportation, and electric bicycle and motorised scooter rental.

Uber is still overcoming some internal signals of bullying and harassment that came to light in 2017 and that turned out to be part of a systemic pattern. This has required a set of design responses to address, in turn leading to new patterns. Similar to the taxi industry more broadly, it has also suffered from a sharp fall in demand related to coronavirus pandemic-related lockdowns.

Additionally, it is responding to numbers of lawsuits concerning the status of staff in relation to the gig economy. Aside from the coronavirus-related drop in demand, these examples of internal challenges suggest that the company was not alert or willing to respond to signals that risks could be on the horizon, instead focusing on signals for positioning business growth and diversification.

From the Uber example it is clear that signal detection requires the ability to scan a wide range of socio-technical inputs: software, digital sensors, human groups, various data sources and weak signals (described below) in order to reap rich and potentially actionable awareness of the patterns in the internal and external business environment.

One place to find signals is in trend analysis. As an example, each year The Economist publishes “The World In …”, which is part of a collection of its future-gazing coverage. “The World in 2021” identified ten trends to watch:


	1.  Fights over vaccines: with the rise of “vaccine diplomacy” between countries related to distribution, pricing, who should get the vaccines and when.

	2.  A mixed economic recovery: with government interventions trying to shore up their economies and the gap between strong and weak firms widening.

	3.  Patching up the new world disorder: with the “crumbling rules-based international order” needing to be patched up. Starting points for this could be the Paris climate treaty and the Iran nuclear deal.

	4.  More US-China tensions: leading to questions on appropriate country and organisational responses to this.

	5.  Companies in the spotlight: business becoming more of a geopolitical battlefield and employees and customers demanding that organisations take stands on climate change and social justice.

	6.  After the tech-celeration: during 2020 the pandemic accelerated the adoption of many technological behaviours such as video-conferencing, online shopping, remote working and distance learning. Choices and decisions will be made on the extent to which these changes will stick and how they will develop.

	7.  A less footloose world: tourism will shrink and change shape, with more emphasis on domestic travel. Airlines, hotel chains and aircraft manufacturers will struggle, as will universities that rely heavily on foreign students. Cultural exchange will suffer too.

	8.  An opportunity on climate change: as governments invest in green recovery plans to create jobs and cut emissions.

	9.  The year of déjà vu: 2021 may feel like a second take on 2020, as events including the Olympics, the Dubai Expo and many other political, sporting and commercial gatherings do their best to go ahead a year later than planned.

	10. A wake-up call for other risks: academics and analysts, many of whom have warned of the danger of a pandemic for years, will try to exploit a narrow window of opportunity to get policymakers to take other neglected risks, such as antibiotic resistance and nuclear terrorism, more seriously.



In this example, signal detection means reflecting carefully on these trends, identifying which to pay attention to in the context of a specific organisation and its business strategy. The skill in looking at these trends is not losing sight of the fact that they are interrelated. Treating them as independent trends rather than interrelated could be risky. No organisation in 2021 could afford to ignore these trends, though some would have more of a potential impact than others, depending on the organisation.

A note of caution on this example – only looking at signals that are very strong and mainstream, as these trends are, means missing the value of looking for weak signals. Weak signals, are those primarily buried in “noise”, for example from social media. They are snippets of information that might be of future interest rather than more obviously strong, immediate-interest signals. In this sense they are too novel for their future impact to be measured and for it to be known what an effective reaction could be. But organisations must include them in their signal detection activity. Weak signals have seven common attributes. They are:


	▪   an idea that will change the environment of an organisation;

	▪   an insight from the personal perspective of an expert;

	▪   difficult to detect among other events;

	▪   a threat to, or opportunity for, stakeholders;

	▪   often opposite to the opinion of a big group of experts;

	▪   frequently divergent from mainstream opinion;

	▪   a clue that provides an opportunity to learn, grow and evolve.



A weak signal is hardly discernible in the present but might evolve to become a strong signal. Determining whether a weak signal will evolve to a point when it could reinforce or obstruct the strategy of an organisation requires ongoing vigilance.

An example of a weak signal is the announcement in January 2021 of “The superconductor breakthrough that could mean an energy revolution” in an article published in the New Scientist. Reading the article reveals that, “What has changed in the past couple of years is that we have theory, computation and experiment feeding off each other to find a material that ticks those boxes. ‘That can only be good’, says [Chris] Pickard [a materials scientist at Cambridge University]. ‘The more people that can have different ideas, the more chance that someone, somewhere, will find the needle in the haystack.’”4

At this point there is the possibility that the material will be found or made, but there is no promise of it, yet it is something for those working with semiconductors to be preparing for.


Reflective question: What are the costs/benefits of developing and using signal detection skills in an organisation?



Pattern recognition

The step after signal detection is pattern recognition, the second skill for continuous organisation design. Recognising patterns in the signals and the data they are embedded in, is a way to understand, organise and classify information, and it is an innate cognitive process in humans. Pattern recognition happens in the brain when information encountered is matched to data stored in memory from experience. For example, cancer cell patterns are studied by oncologists for determining prophylaxis. Another simple example, is teaching a child to recognise number order. When the teacher says “one, two…” the child can follow with “three”, having already recognised the pattern. Patterns are important when making comparisons and judgments, and acquiring knowledge.

Logic, number, sound, image and word patterns are all around. Logic patterns help classify similar objects, number patterns help predict a sequence, sound patterns help with speech recognition, image patterns give human recognition attributes to machines that are required in image processing, and word patterns help make sense of language.

Christopher Alexander, an architect and urban planner and currently emeritus professor at the University of California, Berkeley, is the principal author of the 1977 book A Pattern Language, a seminal work describing a “pattern language”. This is a blueprint that provides a general solution to the similar type of issues encountered over and over in any field of activity, along with what types of solutions or actions can be taken to solve the problems.

Takashi Iba, professor of policy management at Keio University in Japan, has taken this a step further, supporting the creation of many hundreds of patterns in different fields of activity. In his view, “Pattern languages can uncover design knowledge that exists in particular areas of a profession. Design knowledge refers to both the intelligence to notice problems and the clues to solve them. In other words, pattern languages describe expertise in problem-solving under certain conditions and in particular contexts.”5

Signal detection followed by pattern recognition and discussion is not a common organisational activity, yet it is essential in continuous design. A simplified example is that of the VW emissions scandal, in which software in some models could pick up when the vehicle was being tested and change the results to lower emissions levels. On investigation, this turned out to be a whole organisation pattern of non-accountability and backsliding on ethical standards rather than just an issue of software engineers writing a non-compliant programme.

It is likely that if the context had been one where forums existed to discuss the signals detected and recognise patterns from them, then the issue would have been recognised and dealt with long before it caused VW the reputational damage that it did. Note that an organisation’s culture has to foster these types of discussion. Through multiple organisational examples, Margaret Heffernan’s book Wilful Blindness explores why leaders and managers choose, sometimes consciously but mostly not, to remain unseeing in situations where “we could know, and should know, but don’t know because it makes us feel better not to know”.

One caveat on pattern recognition: just as it can uncover hidden meaning, the act of looking for patterns can also make us construct and see ones that aren’t really there. If the aim is to abstract a pattern from an organisation’s messy reality (multiple qualitative and quantitative data sources), it may be possible to get rid of the messiness, but in doing so contact with the reality may be lost as well.

To overcome this, it is best to involve multi-disciplinary teams with diverse perspectives and the ability to challenge assumptions, think critically and offer different interpretations.

Accepting the caveat that pattern recognition can lead to a dangerous over-simplification, existing “off the shelf” patterns are one way to get discussions started on identifying the patterns in a specific context. Doing this in multi-disciplinary teams offering diverse input means that what one person sees as a relevant pattern may not be the same pattern as another, giving rise to rich and useful insights.

An example of an “off the shelf” pattern in an internal organisational context comes from the book Enterprise Design Patterns. One of the patterns in it is “Clear Ownerships”. Many organisations struggle with the concept presented in the pattern, as “you need an accountability framework that balances autonomy and alignment”.

This pattern continues, “in this context, without clearly defined ownerships, people make isolated decisions that lead to the decay of a coherent enterprise design. When responsibilities are unclear, decision-makers and autonomous teams take responsibility for their own domains only, not for the enterprise as a whole. Design decisions are made without understanding the impact on the wider enterprise.”

The proposal in this pattern is that “you help establish clear ownerships and dependencies based on architectural elements and their relationships (for example, journeys, products, capabilities and processes). You use this framework to:


	▪   show that owners are responsible for the whole lifecycle (designing, building, maintaining, budgeting) of what they own;

	▪   help assign ownership to committees, teams and individuals;

	▪   define clear accountability for committees, making sure to leave enough design freedom for autonomous teams.”



The consequence of taking this action is that “you have a strong counterforce in place against the common decay of Enterprise Design, which helps you support a managed evolution towards a well-designed enterprise”.6

The value of the pattern description is not in the proposed actions, but in prompting a discussion of the organisational signals people may be detecting that indicate unclear ownership. The pattern offers the chance to explore the “less noticeable parts of experience, so an individual can reconsider an experience, talk about it and share it with others”. The discussion also helps to uncover any long-held assumptions around the pattern topic or generate a call for data to support action on it or help people see that the pattern is shifting.


FIGURE 5.1 Pattern writing sheet for helping new writers to write their patterns
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Source: T. Iba, “A journey on the way to pattern writing designing the pattern writing sheet”, in the 21st Conference on Pattern Languages of Programs, 2014


Takashi Iba offers a template that helps with pattern recognition (shown in Figure 5.1).

Meaning-making

Having detected signals, determined whether they form a recognisable pattern, and agreed that they do, the next step is to make meaning of the pattern. There are numerous meaning-making theories and applications, but essentially they all represent the final step in the sequence of signal detection, pattern recognition and meaning-making. This last step involves articulating and giving expression to what the pattern stands for, what it means for the individuals in an organisation, and what it means for the operation of the organisation as a whole.

Thus, for current purposes, meaning-making is the process of reflecting on the patterns and what they are “saying” about the organisation in order to determine a course of action in response to the pattern.

Meaning-making can come from anyone in the group, though usually the meaning is voiced by someone who listens well, is close to the rhythm of the group and is expressive. He or she may use a variety of techniques to articulate the pattern’s meaning. This can be by portraying an image or using an example to depict what the pattern reveals or hides, by identifying what is missing or is not happening, by using humour to describe the pattern in action, by synthesising the facts of the pattern, by looking for related patterns in the organisation, or by turning a pattern upside down and looking at it from a new perspective.

Finding a common and agreed “meaning” from the patterns requires individuals to constantly renew and reshape their worldviews – not just of business, markets and competition – but also in relation to their own humanity and their respective places in the world. And as the agreed meaning emerges and evolves, there are usually design consequences.

For example, returning to the trends topic, mega trends are the huge global shifts that change global socioeconomic norms and the way business is conducted. Climate change is one of the commonly cited mega trends; others include demographic shifts (in particular population ageing), urbanisation, the emergence of digital technologies, and income inequalities.

Amazon is one organisation acting on meaning-making from signal detection, and pattern recognition on the impact of long-term climate change. In his 2020 letter to shareowners, former CEO Jeff Bezos reported:7


We launched The Climate Pledge together with Global Optimism in September 2019 because we wanted to help drive this positive revolution. We need to be part of a growing team of corporations that understand the imperatives and the opportunities of the 21st century.

Now, less than two years later, 53 companies representing almost every sector of the economy have signed The Climate Pledge. Signatories such as Best Buy, IBM, Infosys, Mercedes-Benz, Microsoft, Siemens, and Verizon have committed to achieve net-zero carbon in their worldwide businesses by 2040, 10 years ahead of the Paris Agreement. The Pledge also requires them to measure and report greenhouse gas emissions on a regular basis; implement decarbonization strategies through real business changes and innovations; and neutralize any remaining emissions with additional, quantifiable, real, permanent, and socially beneficial offsets. … Amazon is making progress toward our own goal of 100% renewable energy by 2025, five years ahead of our initial 2030 target.



To achieve this goal requires continuous redesign right across Amazon – while simultaneously keeping the day-to-day operation humming.

In February 2021 Bezos resigned as Amazon CEO, moving to become Amazon’s executive chairman. In an Instagram post about the decision Bezos said, “Climate change is the biggest threat to our planet. I want to work alongside others both to amplify known ways and to explore new ways of fighting the devastating impact of climate change on this planet we all share.”8

He is establishing the Bezos Earth Fund with US$10bn of his wealth distributed in the form of grants to scientists, activists and non-profit groups for any effort that offers a real possibility to help preserve and protect the natural world.

At the time of writing, commentators and analysts struggled to make meaning of what some called Bezos’s change of heart on climate change. For example, PR Week, a trade magazine for the public relations industry, questions whether moving into climate change is a sincere move or an empty gesture. Ray Rudowski, managing director of Epic Communications and quoted in the article, comments that Amazon has “a reputation for dominating any industry or market it enters (ecommerce, AI, and most recently announcing plans to conquer space) and the reputational risk is whether this is an authentic offer for humanity’s greater good or just a way of deflecting attention from the company’s controversies while seeking to gain dominance over the environmental debate”.9

In these comments on Bezos’s motives there is evidence of analysts having identified/detected signals, recognised patterns from them, and attempting to make meaning from them – thus reflecting the three steps of continuous design.

Developing these three skills enables thoughtful assessment of the current and possible future context. They also involve dealing with the unknown, as signals are rarely complete and obvious, patterns are often not easily identifiable, and meaning-making is usually subjective.

Nevertheless, judicious deployment of these skills helps to shape considered responses to the organisation’s opportunities and threats. It helps to determine which elements require redesign and whether new elements need to be designed.


Reflective question: How should the skills of signal detection, pattern recognition and meaning-making be developed and deployed for continuous design?



Where to focus attention for continuous organisation design

According to 2020 data compiled by Visual Capitalist, a global online publisher of data-driven visuals, in an average single internet minute, more than 400,000 hours of video are being streamed on Netflix, 500 hours of video are being uploaded by users on YouTube and nearly 42m messages shared via WhatsApp. In that same internet minute more than 6,500 packages are being shipped by Amazon and 208,333 people are participating in meetings on Zoom.

Sifting through such vast data pools to identify why, where and how to keep continuously designing is often left to data miners, data analysts, and AI and other data experts. But it is the responsibility of all leaders and managers to demonstrate their ability to look for signals and patterns within the data and read, write and communicate the meaning they derive from it.

It would be an impossible feat for a business leader to pay full attention to the colossal data lakes exposed by the illustration of one minute on the internet. But prioritising three facets of external data and three facets of internal data will go a long way to supporting managers and leaders in decisions and actions related to continuous design.

The three factors in the external context are new technologies and business models, responsibility for the future, and market changes. The three factors in the internal context are governance, psychological contracts and workforce demographics. While there are other external and internal contextual factors to watch, these six are generally significant across all organisation designs.

External context: technologies and business models

Artificial intelligence (AI), e-commerce, cloud, social networking, Internet of Things, 5G, blockchain and other emerging technologies are being leveraged to blur the lines between industries, creating new business models and converging sectors. These technologies have the potential to disrupt almost any organisation, however stable or resilient it appears to be.

Even before the coronavirus pandemic, accelerating technologies were disrupting sectors. For example, a KPMG 2019 global survey of tech leaders reported that they felt e-commerce was, and would continue to be, the most disruptive to business models over the coming years.

These trends are evidenced by the way e-commerce behemoths, including Amazon and Alibaba (with their very different business models) are leaders in pioneering the use of new technologies. These include AI, speech recognition, drones and autonomous vehicles and the use of these technologies to extend their reach to disrupt other sectors including finance, food delivery, healthcare, insurance, energy and prescription drugs.

The coronavirus pandemic has forced many organisations to accelerate their use of technologies in their rapid redesign responses. One small but significant example is Scotland’s redesign of jury trials. As both a new model of sector collaboration and a new way of operating trials, Odeon cinema’s four screens in Edinburgh became remote jury centres. This allows the Scottish High Court to restart criminal trials by beaming live court action directly onto the cinema screen, enabling jurors to watch and hear evidence while maintaining social distancing. Extending the original trial to a further 11 screens available in Glasgow, the court quickly ramped up to full capacity.

A report from Remote Courts Worldwide noted that almost 60 countries adopted some form of virtual court, allowing courts to remain open during the coronavirus pandemic (and therefore reducing the risk of case backlogs), despite restrictions on physical hearings.

Thinking beyond the pandemic, there is a likelihood that virtual courts are just the beginning of what is possible with technology. Suggestions include allowing for asynchronous online hearings, where arguments and evidence can be submitted by parties at their own convenience, and using AI to help court users predict the probability of success or failure for a particular case.

Accelerating technologies not only enable existing operating models to be continuously redesigned, they also enable the design of completely new business models.

One such example is a type of business known as decentralised autonomous organisations (DAOs). These are member-owned communities without centralised leadership. The technologies involved enable them to collaborate with internet strangers, and “money” can be exchanged or committed safely through their technologies, as decisions are made electronically by a written computer code or through the vote of its members. In essence, it is a system of hard coded rules that define the actions an organisation will take. This allows an organisation to be run without managerial input. In theory an organisation could run completely autonomously if the platform provided sufficient rules and flexibility.

DAOs are built on the Internet of People (IOP) model, encapsulating, first, the belief that parties directly involved in an exchange can make the exchange without any third-party involvement. (Ebay, for example, acts as a third party between buyer and seller, while in the DAO model no third party is needed.) Second is the belief that people should be in charge of their own data and not have their data captured or used centrally by a third party; blockchain enables this. Third, is that DAOs operate on a very low-cost basis and share profits more equitably than traditional market places. They are open-source and thus transparent. All transactions of the organisation are recorded and maintained on a blockchain, thus mitigating the risk of trusting individuals.

The threats and opportunities that accelerating technologies and business models are creating require regular assessment of their impact on an organisation’s design. It may seem improbable that DAOs could disrupt an established organisation, like Uber or Kickstarter, or Dropbox, but blockchain applications are constantly advancing. Clay Christensen, author of The Innovator’s Dilemma predicted that disruptions occur from what initially may seem to be an inferior competitor.

Other actions to take to assess an organisation’s need for continuous design include:


	▪   Assessing the organisation’s ability to maintain relevance in a swiftly changing market, through activities like stress testing the current strategy against competitive threats and disruption.

	▪   Re-thinking the business model to one that harnesses new technologies, thus creating new value propositions and gaining competitive advantage.

	▪   Prioritising the investing in, testing and adoption of new technologies.

	▪   Maintaining an ongoing focus on disruption, strategy recalibration and implementation via continuous redesign.



External context: responsibility for our future

Irish playwright George Bernard Shaw said, “We are made wise not by the recollections of our past, but by the responsibility for our future”. How, or whether, to assume that responsibility is as much an organisation design question as it is an ethical and moral responsibility question.

In 2002, Jean-François Rischard wrote a book, Twenty Global Problems, Twenty Years to Solve Them. Here is the list:

Sharing our planet: Issues involving the global commons:


	▪   Global warming;

	▪   Biodiversity and ecosystem losses;

	▪   Fisheries depletion;

	▪   Deforestation;

	▪   Water deficits;

	▪   Maritime safety and pollution.



Sharing our humanity: Issues requiring global commitment:


	▪   Massive step-up in the fight against poverty;

	▪   Peacekeeping, conflict prevention, combating terrorism;

	▪   Education for all;

	▪   Global infectious diseases;

	▪   Digital divide;

	▪   Natural disaster prevention and mitigation.



Sharing our rule book: Issues needing a global regulatory approach:


	▪   Reinventing taxation for the 21st century;

	▪   Biotechnology rules;

	▪   Global financial architecture;

	▪   Illegal drugs;

	▪   Trade, investment and competition rules;

	▪   Intellectual property rights;

	▪   E-commerce rules;

	▪   International labour and migration rules.



It is unlikely that by 2022 any of these 20 global problems will have been solved. Indeed, many of them have become progressively more urgent since 2002, and others have been added to the list: AI, cyber security/surveillance and space junk are just a few.

All these problems are having, or will have, an impact on organisation design and all merit close attention from leaders, both in their individual role as citizens and in their organisational role as leaders. Some leaders have picked up their responsibilities to help shape a sustainable future for the world at large as well as for their own organisation, while others have not.

One organisation that has embraced some of these responsibilities, predominantly social transformation, is Mondragon. This is a federation of industrial co-operative associations with over 260 companies and subsidiaries across 35 countries, operating in the finance, manufacturing, retail and consultancy sectors. It employs over 75,000 workers worldwide.

It was established in 1956, in the Basque region of Spain. Since its beginning it has intentionally nurtured values of self-motivation and shared responsibility, inter-co-operation, social transformation and good corporate governance practices. Continuous renewal is one of Mondragon’s four values. Like most organisations it has had its ups and downs, and received both applause and criticism for its practices. Nevertheless, over the decades it has maintained a strong ethos of social transformation. This is a far-reaching, future-oriented goal that seeks the creation of social and economic systems to reinforce the best in human nature, and to emphasise co-operation as opposed to competition.

Climate change has also become a nexus for responsibility in relation to the planet’s future. In September 2019 the UN reported that 87 major companies had committed to set climate targets across their operations and value chains that were aligned with limiting the global temperature rising to 1.5°C above pre-industrial levels and reaching net-zero emissions by no later than 2050. By September 2020, the UN’s “Race to Zero” campaign, aiming for a zero-carbon economy by 2050 had commitments from governments, businesses, investors and others encompassing 22 regions, 452 cities, 1,101 businesses, 549 universities and 45 of the biggest investors.

One of these is Charoen Pokphand Group, (C. P. Group), a Thai conglomerate offering everything from flights to pork steaks and operating in 21 countries. It has committed to net zero emissions by 2030 and put in place a framework for climate change management covering its entire supply chain. This is supported by policies and targets that cover energy efficiency, renewable energy use, waste management and reductions in plastic packaging use.

Alongside this, the C.P. Group assesses climate-related risks and opportunities, conducts scenario analyses and has developed comprehensive climate risk management plans that include physical, technology, market, policy and legal, and reputational risks.

Responses to global issues such as those made by Mondragon and C. P. Group require a continuous design capability that enables them to adapt rapidly as the context and their perceived responsibility for the future shifts.


Reflective questions: What forces militate against organisations taking responsibility for our future? How can these forces be diminished or worked with to address the many global issues? How can we distinguish between organisations that simply pay lip service to these kinds of issues, and those that are genuinely committed to making internal changes in order to reach these goals?



External context: market changes

Alongside the business challenges of technology and global responsibilities is the challenge of managing market changes around the world. Markets change because of many factors, including financial, political and social issues. Three examples illustrate the different types of factors that can change markets.

The coronavirus pandemic

During 2020 the global pandemic exerted a huge toll on economies and societies, causing output collapse – global GDP in the second quarter of 2020 was 10% lower than at the end of 2019 – with predictions varying on what type of recovery could be expected. In December 2020 the OECD reported that “a gradual but uneven recovery in the global economy should occur in the next two years [to end 2022]. After a strong decline this year, global GDP is projected to rise by around 4¼ per cent in 2021, and a further 3¾ per cent in 2022 … but performance will differ markedly across the main economies. Output is projected to remain around 5% below pre-crisis expectations in many countries in 2022, raising the risk of substantial permanent costs from the pandemic.”10

S&P Global, reporting in September 2020, noted that the pandemic caused a significant negative impact on supply chains and disrupted many industries around the world. Its analysis discussed the outlook for the five sectors most impacted by the pandemic: aviation, oil and gas, restaurants, leisure, and automotive.

No organisation has been unaffected by the coronavirus pandemic, with some profiting and some losing. All have required changes to their organisation design as a response. Supply chains are one area of significant ongoing design in many organisations as they experienced both supply and demand shocks, and then the aftershocks of unpredictable recovery. One outcome of this may be the shrinking of supply chain footprints as organisations make cost/resilience tradeoffs and look to localise production and sourcing. Many firms are also looking to diversify supply chains, in order to reduce exposure to one particular source market.

Emerging market economies

Although definitions of what an emerging economy is differ, generally they are economies where income per head is low to middle. For the 2021 fiscal year, low-income economies have been defined by the World Bank as those with a gross national income (GNI) per capita of US$1,035 or less in 2019; lower middle-income economies are those with a GNI per capita between US$1,036 and US$4,045; upper middle-income economies are those with a GNI per capita between US$4,046 and US$12,535; and high-income economies are those with a GNI per capita of US$12,536 or more.

Emerging economies are characterised by moving from traditional agriculture and/or export of raw materials to a free-market or mixed economy, showing rapid growth, high volatility and higher-than-average returns for investors.

The tech sector in the western or developed world is one faced with significant challenges from organisations in emerging markets. Boston Consulting Group describes these challenger organisations as “companies with the ambition and potential to reinvent and reshape the industries in which they operate. Their innovative advances, rapid growth, and expanding global positions merit close attention.”11

Since 2014 more than 10,000 tech companies have been founded in emerging markets, almost half of them outside China. (Up to now China has been the dominant tech player in emerging markets illustrated by the global reach of companies such as Tencent, Huawei and Alibaba.) Among emerging-market tech companies valued at US$1 billion or more, one-third hail from countries other than China.

Many of these tech firms are developing products and services designed to solve problems that are prevalent in emerging markets, for example Paystack, which is a Nigerian startup, established in 2015 to integrate the very wide and fragmented range of payment options that Nigerians use to accept and make payments.

One way of meeting the challengers is to acquire them. In 2020 Paystack was acquired by Stripe, a fintech company headquartered in San Francisco, though it continues to operate independently and is growing its business across Africa. For Stripe the acquisition is part of its strategy to increase the number of regions it operates in. The importance of expanding in emerging markets reflects the scope for growth in these countries, where a large share of the population lacks access to traditional bricks-and-mortar banking services.

Talking about the acquisition, Stripe CEO, Patrick Collison said, “in absolute numbers, Africa may be smaller right now than other regions, but online commerce will grow about 30% every year. And even with wider global declines, online shoppers are growing twice as fast. Stripe thinks on a longer time horizon than others because we are an infrastructure company. We are thinking of what the world will look like in 2040–2050.”12

However, others are transforming business models in their industries and/or taking them global. An example is Ping An Health, a Chinese company providing 1.4bn Chinese with an e-health profile and a universal health management plan, offering access to comprehensive solutions covering a full cycle of medical and healthcare services that include prevention, treatment and recovery.

Social issues and environmental, social and governance (ESG) strategies

Many organisations are redesigning in response to calls to take a stand on social issues. Some US examples during 2020 include Spotify, Pinterest and Etsy giving US workers Election Day off and making it a federal holiday for all employees, Airbnb launching its #WeAccept campaign with the goal of providing short-term housing for 100,000 people in need, such as refugees and disaster survivors, over the next five years. In the wake of a mass shooting in one of its stores, Walmart ended sales of all handgun ammunition.

Another US example is Ben & Jerry’s, an ice-cream company, with a long history of social activism and taking stands on issues such as climate justice, cannabis legalisation and Black Lives Matter. Co-founders Ben Cohen and Jerry Greenfield believe businesses should be using their power to help address social and environmental issues. Attached to taking a stand is the danger of being wrong-footed. In 2019 Ben & Jerry’s was reprimanded by the UK’s Advertising Standards Authority for placing advertisements for its ice cream too close to primary schools.

The coronavirus pandemic heightened awareness of inequalities of various kinds. One key area is vaccine access. A report in February 2020 confirmed that purchases of vaccines amounted to 7.2bn doses, of which 5.3bn had been bought by high-income and upper middle-income countries. On February 14th 2020 the UK reached its target of vaccinating 15 million people in the most vulnerable groups. At that time fewer than 100,000 people in the whole of Africa had been vaccinated.13

The pandemic also highlighted inequalities of those in precarious work or on low pay, and the gap between people who work in roles that preclude remote or homeworking, such as customer-facing retail, warehouse work, delivery and construction work, and those who were available to work from home.

These types of social issues are putting the environmental, social and governance (ESG) agenda front of mind in many organisations. More investors and employees are now scrutinising companies’ attitudes and responses to these issues and supporting business models that are purpose-driven around them.


Reflective question: What capabilities are needed by leaders to make the connections between issues that may seem remote to their organisation and the impact they could have on it?



Internal context: governance

Governance refers to the frameworks in place for financial and technical control, the authority and accountability that define and control the outputs, the outcomes and benefits of organisations (and projects within them) that mitigate risk and safeguard against mismanagement, and that provide oversight on work and the realisation of value.

The term “corporate governance” is often applied to the governance of non-listed companies and sometimes to the totality of an organisation’s governance of projects and functions. Corporate governance is also part of a country’s legal system. In the UK, listed companies are directed and controlled by the Corporate Governance Code. Boards of directors are responsible for the governance of their companies. Figure 5.2 shows Mitsubishi Electric’s corporate governance structure.

This section discusses governance in general, and not corporate governance in the legal and regulatory sense.

A good governing body ensures that for whatever it is governing (for example, IT, programmes and projects, or policy) there is strong alignment with the organisational strategy and direction, and that there will be delivery of the required end results. Governing bodies ensure that there is sponsorship, that there are competent teams, that stakeholders are involved and that monitoring systems are in place.

Well run governing bodies garner political support for the programme/project, improve the quality of decision-making and communication, and encourage constructive intervention if things seem to be floundering.


FIGURE 5.2 Mitsubishi’s corporate governance structure
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Source: www.mitsubishielectric.com/en/investors/management/corp_governance/index.page


Thus, governance is crucial to organisation design. The main executive board and the various steering groups, design authorities, programme boards and other names for bodies that act to control an organisation’s work, all influence an organisation’s design through their decisions and actions. This is the case whether members are active and aim to contribute real value to the organisation, or passive and do little more than nodding things through.

Most large organisations have more than one governance body such as a transformation board, an IT board, or a customer board, where the purpose of each is to bring together the key roles, processes and management structures to deliver the desired outcome of a specific programme, function or project. Having multiple governance bodies is helpful in that it acts for the desired outcome or outcomes, but risky if there if there is a lack of connection between the bodies.

In this respect, the governance structures and processes themselves require good organisation design and the application of good organisation design principles. Well-designed governance acts across organisational boundaries whether these are disciplines, functions or processes. Where governance is local or distributed, the collective of governance bodies must act for the whole organisational system and design, and not just the single aspect they are governing.

As an example, a UK government department designed a stronger transformation and governance function, which covered every aspect of its business and focused on strategic clarity, efficiency and results. A new governance approach delegated more accountability for the delivery of transformation programmes to the business and established three new boards, which helped drive decisions through a broader cadre of leaders and better reflected business demands.

This meant that the new organisational model of “strategy into action” clarified the director-general (DG) roles and accountabilities, and how they fit together. The new governance framework means that the DGs and directors are clear about the delegations of authority between them and the departmental board. This requires them to operate collectively in decision-making and work more closely together to enable decision-making across a broader cadre of leaders, thus empowering and role-modelling open and collaborative behaviour.


FIGURE 5.3 UK government department governance structure
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The three new boards work in an infinity loop, which provides dynamic feedback from strategy to action/delivery and back into strategy. Figure 5.3 illustrates this.

Because governing bodies are acting essentially for the organisation’s future benefit, assembling the right mix and diversity of people to speak for this is critical. Murray Steele, an experienced chairman and non-executive director, offers some suggestions:14


It’s about team dynamics and harmony. If you’re someone who likes to get things by the throat and not let go till you’ve either got the answer or the victim is dead, it’s going to destabilise the board. But if you’ve got brains you’ll know when to push but then stop if you realise everybody is looking at you. Judgment is a big part of it. Equally, you’ve got to put the board members on their mettle so they know they’re not going to get an easy ride.




Reflective question: If governance boards are speakers for an organisation’s future, then do members need to be aware of the broader context of stakeholder governance, sustainability and AI or other emerging tech?



Internal context: psychological contracts

Responsiveness to changes in the employer/employee relationship is another area requiring continuous design capability. Changes in the labour market across the world mean that employees want to gain value from a better work-life balance and employers want to gain value in workforce flexibility. These twin wants are resulting in changes to both the implicit psychological contract (that is, “the perceptions of the two parties, employee and employer, of what their mutual obligations are towards each other”) and the explicit employment contract between employers and employees.

The psychological contract is something that is read between the lines of the employment contract and is then interpreted by the employee as something that the employer promises. What individuals read varies from person to person, is highly subjective and, again, unlike an employment contract, is not legally binding. In spite of this, the implied psychological contract can have a strong influence on employee behaviour, well-being, attitudes and performance. Researchers Rob Briner and Neil Conway found that:15


An employee can feel let down about some issue at work and take a day off. Not being inclined to go to work can be due to a number of factors, such as wanting to get back at the organisation for something it has done or not done for you, so that you don’t feel so committed to the organisation, or you feel demoralised about your job. When an employee believes that the organisation has failed to deliver its promises on a regular basis, he or she will question whether it makes sense to continue contributing to that organisation or whether it might be better for them to move on to another.



Technologies enable both current and prospective employees to influence actual employment contracts and thus the psychological contract. As Nesta, an innovation consultancy reports:16


Technological innovation can also play a positive role where collective bargaining has declined. The growth of workers’ rights platforms has proved this to be the case. These innovations use collective action, data-driven campaigning and crowdsourcing to hold companies accountable in a safer, often anonymous way. Organise [Network] successfully mobilised tens of thousands of people to petition Amazon so that employees working through the pandemic got a bonus. Workerbird allows users to track their hours and pay, recommending action to be taken if workers are not paid the legal minimum. Another app, Earwig – the “Trip Advisor for Construction” – allows construction workers to review recruitment agencies, identifying which jobs are good and which are less desirable.



The coronavirus pandemic triggered the biggest homeworking experiment ever seen across much of the world. A Microsoft Surface/CIPD 2020 survey and report focusing on the UK’s experience of this found that over half (56%) of workers surveyed were happier working from home, and a similar proportion say they had a better work-life balance (57%). For many people, not having to commute freed up personal time that they used to focus more on what matters to them. However, many people reported being stretched further than before, and more than half (53%) said they felt they had to be available at all times, and work longer hours and take fewer breaks (52%).

The report also highlights a number of factors that organisations must navigate in the months and years ahead. These include how business investment priorities will need to change to keep up with employees’ new demands, and the challenges associated with developing talent and protecting equality of opportunity remotely. The likeliest scenario is that most organisations will adopt a hybrid working model, with the workforce members split between working remotely and working in the office.

Although the relationship between employment and psychological contracts is complex, designing as much flexibility into the legal contracts as possible and carefully managing the implicit promises of the psychological contract contribute to an organisation’s ability to improve continuously.

Internal context: the future of work after the coronavirus pandemic

Before the pandemic, the biggest impact on the workforce was the introduction of new technologies, related skills gaps and workforce demographics.

Then, in 2020, the pandemic disrupted global labour markets, caused a related global recession, and created a highly uncertain outlook for the labour market. The initial consequences of it were sudden and often severe: millions of people were furloughed or lost jobs, and others rapidly adjusted to working from home as offices closed. Essential workers, who are often those with the lowest pay, continued to work in hospitals, supermarkets, on garbage and delivery trucks and in warehouses, though under new protocols to reduce the spread of the virus.

A World Economic Forum report assessing the future of jobs in the wake of the pandemic presented the findings as follows:


	▪   The pace of technology adoption is expected to remain unabated and may accelerate in some areas.

	▪   Automation, in tandem with the 2020 recession, is creating a “double-disruption” scenario for workers.

	▪   Although the number of jobs destroyed will be surpassed by the number of “jobs of tomorrow” created, in contrast to previous years, job creation is slowing while job destruction accelerates.

	▪   Skills gaps continue to be high as in-demand skills across jobs change in the next five years.

	▪   The future of work has already arrived for a large majority of the online white-collar workforce.

	▪   In the absence of proactive efforts, inequality is likely to be exacerbated by the dual impact of technology and the pandemic-induced recession.

	▪   Online learning and training is on the rise but looks different for those in employment and those who are unemployed.

	▪   The window of opportunity to reskill and upskill workers has become shorter in the newly constrained labour market.

	▪   Despite the current economic downturn, the large majority of employers recognise the value of human capital investment.

	▪   Companies need to invest in better metrics of human and social capital through adoption of environmental, social and governance (ESG) metrics and matched with renewed measures of human capital accounting.

	▪   The public sector needs to provide stronger support for reskilling and upskilling for at-risk or displaced workers.17



Although each finding may not play out exactly as the report suggests, each one of them is evident and will have profound implications for leaders thinking about their organisation design. Collectively, they present a basket of challenges and opportunities that require, as the report says, “new strategies for effective workforce transitions at scale, and towards a more equitable and prosperous future of work”.

Building the process for continuous design

If organisational leaders accept the principle that organisation design is a fundamental continuing business process, not a one-off repair job, then establishing a recognisable ongoing design process is necessary.

For a number of reasons, many organisations do not have such a process. Reasons for this include:


	▪   Organisational members do not know enough about the processes and theories for designing effective organisations and fail to appreciate the systemic and continuous nature of it.

	▪   There is a preference to work on a design to address a specific symptom, event or opportunity rather than think systemically.

	▪   There is a failure to understand that a good organisation design is a means for implementing strategy and can also open up new strategic options.

	▪   There is little awareness that organisation design involves organisational members and cannot be delegated to consultants to deliver a design.

	▪   There is a lack of appreciation that organisations are in a process of redesign all the time whether there is intention on this or not. An intentional design process is better able to harmonise and integrate with the dynamic of the organisation and not be seen as something going on “over there”.

	▪   There is often an inertia about confirming that an organisation’s design is still effective – based on thinking “if it ain’t broke, don’t fix it”. This fails to recognise the speed with which the context is constantly changing and that it may be time to jump the S curve.



One way of establishing a process is to establish a design authority. In the world of enterprise architecture, a design authority is a role or body that “provides assurance that designs are fit for purpose, working to ensure that each component meets requirements and integrates and works within the complex enterprise architecture”.18

The membership of the design authority would comprise a diverse representation of levels, functions, professions in the organisation, and meet every month or so, to consider three questions, across the three horizons (explained below):


	▪   What signals are being noticed that may be a challenge or an opportunity for the organisation’s purpose, strategy, operating model?

	▪   What patterns are evident in these signals, or what patterns are missing. Remember at this point the value in compelling participants to test their assumptions, and challenge their mental models – be willing to consider many perspectives?

	▪   What meaning can be drawn from the signals and patterns that may require design action? Supporting meaning making through a variety of tools is helpful. One such is the Nine Tests of Organisation Design discussed in Chapter 4. Another is the three horizons.




FIGURE 5.4 Three horizons

[image: Image]
Source: International Futures Forum


Use of the three horizons framework (Figure 5.4) facilitates dialogue on possible organisation design changes to manage the three horizons:

The first horizon – H1 – is the dominant “business as usual” system at present. As the context changes, so aspects of business as usual begin to feel out of place or no longer fit for purpose. In the end, “business as usual” is superseded by new ways of doing things. These new ways of doing things are in train because of the apparent shortcomings of the first horizon organisational systems.

They form the second horizon – H2. At some point the new ways become more effective than the original system – this is a point of disruption. Now there is a decision on whether to protect that which is on the wane or invest in the innovation that looks as if it might replace it.

Meanwhile, there are innovations happening already that today look way off-beam. This is fringe activity. It feels like it is a long way from H1, based on fundamentally different premises. This is the third horizon – H3. It is the long-term successor to “business as usual” – the radical innovation that introduces a completely new way of doing things.

This model offers a simple way into conversations about:


	▪   The dominant system and the challenges to its sustainability into the future, ie, the case for change (horizon 1).

	▪   The desirable future state, the ideal system/organisation design and of which there are already identifiable elements in the present that give encouragement (horizon 3).

	▪   The nature of the tensions and dilemmas between the future state/ideal sytems/design and reality.

	▪   The distinction between innovations that serve to prolong the status quo and those that serve to bring the third horizon vision closer to reality (horizon 2).

	▪   The need both to address the challenges in the first horizon and foster the seeds of the third.



This is not an either/or, good/bad discussion. As the International Futures Forum (IFF) says, “Organisations need to keep the lights on today, and think about how to keep them on a generation from now in very different circumstances.” The IFF calls this the gentle art of redesigning the plane while flying it.

A third tool is the S curve. Think of an organisation as having an equivalent to a lifecycle. Typically, it takes the form of an S curve, sometimes called the sigmoid curve (Figure 5.5).

There is a theory that the organisational maturing and decline cycle can be interrupted by jumping into another sigmoid curve at an appropriate point, thus avoiding the inevitability of decline. The jump is usually made at the midpoint of the maturity phase before the upward curve reaches its peak and starts to head down (Figure 5.5). However, this is hard to do for two reasons: it is difficult to judge when an organisation is at the midpoint; and when things appear to be going well, as they typically do in the first half of the maturity phase, there is usually little incentive to change.

Difficult as it is to leap to a new sigmoid curve and assess the purpose, strategy and operating model for continuing relevance, using tools like this contribute to and enable rich discussion about the need for continuous design.

For those in the established music industry, Spotify and then TikTok disrupted the industry. The latter did so startlingly quickly; 2018 saw the international launch of TikTok, a Chinese video-sharing app called Douyin, which had launched in 2016 in China. By 2019 it had 1bn users outside of China and had upended the music industry during an especially precarious time as a result of the pandemic. In February 2021 major and indie record labels were still figuring out how to turn profits online and how to structure their arrangements with TikTok.


FIGURE 5.5 Jumping the S curve
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Whether music companies had a design authority – continuously monitoring for signs of disruption like this is not known, but a design authority makes a proactive stance more likely than a reactive one.

If an agreed meaning of what is going on at this point in the organisation is arrived at, then the next step is to make decisions about what action to take based on discussion of questions that include:


	▪   Present view

	– Is a systemic view of the organisation being taken?

	– Are the operating elements connecting in an efficient/aligned way?

	– Are the human, culture, behaviours supportive and constructively challenging?

	– Is there anything that needs to be abandoned?

	– Are there gaps in delivery?

	– Are customers experiencing a “seamless service”?

	– Are interdependencies and interfaces being managed effectively?




	▪   Future view

	– Is a systemic view of the organisation being taken?

	– How will the operating elements need to change/be connected differently to meet new demands?

	– How are societal shifts changing the human, culture, behaviours, expectations in the organisation?

	– Is there anything that needs to be abandoned to meet changing contexts effectively?

	– Are there opportunities in delivery methods?

	– Are customers’ expectations changing? How?

	– How will interdependencies and interfaces need to shift?





Preventing a design authority from becoming a bureaucratic “talk shop” rather than a reflective, quick witted, innovative centre for continuous organisational alignment and design effectiveness is, however, a challenge for most organisations.


Reflective questions: What stops intentional continuous organisation design? How might an effective type of design authority be established to steward organisational fitness through design?




CASE STUDY 4

How to keep an organisation continuously designing

Margaret Johns, vice-president of a forecasting firm, faced the conference. Her audience of business administration students had invited her to present her views on how organisations could meet the future. Her strongly held view was that businesses have to have the capacity to be continuously transformable. This is what she said:

We’re not living in a fairy story where the frog gets turned into a prince and that’s it. We’re living in a world where what we are today is not what we’re going to be tomorrow, and that’s different again from what we’re going to be the following day. This requires a different way of thinking, but unless we take that path our company will be in trouble.

I learned this early in my career when I worked for Engco.Theirs is an interesting story that is still continuing. In the early 1980s, when I joined the organisation, it was faced with declining sales, new foreign competition and the need for its diesel engines to meet higher environmental standards. It was mature in its market, sales were declining and a number of other things were going wrong. It seemed to be entering its death throes and analysts were beginning to say so.

In the late 1980s three options were presented to the board of directors:


	1. To sell the company.

	2. A “harvest strategy”, that is, consciously running current production out to maximise cash flow.

	3. To redesign the company with the goal of improving its product mix and manufacturing processes.



Option three was the one recommended because it was felt that this was the only option that balanced the needs of the long-term shareholders with other stakeholders. Also, it focused the discussion on ways of developing new markets, products and organisational processes. But it was a risky strategy involving heavy investment and a long time lag before it would be possible to see any results.

To cut a long story short, the firm was redesigned to achieve high productivity in new markets, including China and India, with new products in those markets. This was done by deploying techniques and processes around three areas: customer-led improvement; internally led improvement; and internal cultural change, benchmarking the firm against its main competitors. Although I left a year or two into the new design, I stayed in touch with people there and kept up to date with progress, so it did not come as much of a surprise to me when I read in the press: “Investing in local manufacturing. Grooming managers for the long term. Exporting when it makes sense, and tapping local engineering brainpower.”

Many multinationals are now emulating these strategies in China and India. Engco figured it out well before the competition.

During my time at Engco I learned six things that have informed my style of operating over the years:


	1. A strong and involved board of directors and governance process is crucial to success. At Engco we were able to work with the directors and get their support to take a risky decision, which they stuck behind in the long term. It is clear to me that there is real value in developing governance standards and approaches.

	2. Business models must adapt to changing circumstances – you have to keep reviewing the design. Taking the principle that form follows function, as the function of the organisation changes so must its form. In the Engco case the function adapted to being successful in new markets with new products; thus the form had to follow suit. Too often companies get stuck in one design and think that’s it for all time.

	3. Every single day you have to keep things going and change things. Thinking in terms of projects and initiatives implies a beginning and an end point and will not breed a successful organisation. We had to simultaneously keep Engco going and manage a new design implementation. We could not do that by thinking too much in terms of projects and initiatives; we had to think of it as a culture and mindset change that imbued everything we did, every day, all the time. I have transferred this thinking into my daily life: each day I try to change either one aspect of a process or the environment it exists in. For example, today I reordered the way I hang clothes in my wardrobe to make the dressing process quicker. Tomorrow, I’m going to change the light bulb in my wardrobe so I can see the colours better.

	Successful organisations learn how to interrupt their rituals and habits and look for day-to-day improvement possibilities. Trying out new ways develops adaptability and minimises the fear of change.

	4. Enabling people to be part of the next generation of the company requires involving them in what is going on, listening to their ideas, and helping them live their whole lives and not just their work lives. This develops strong employee/employer bonds – the psychological contract holds firm. Helping staff “run hard and dream big” (in Engco’s vocabulary) because they are contributing to their future, the organisation’s future and the planet’s future is a philosophy I’ve tried to practise in all the subsequent enterprises that I’ve worked in.

	5. People who can run hard and dream big are generally curious and innovative and these capabilities need managerial nurturing. This is hard to do in many organisations that formalise innovation in things like R&D units. To my mind this doesn’t work. Humans are naturally curious and inventive – look at the way a child constantly asks “Why?” Too often organisations squash these capacities even though they are human enterprises. It is hard to genetically code them into forward thinking without having a regenerative culture that comes from empowered people finding expression every day.

	6. I discovered that people and organisations benefit from a diverse workforce where differences spark positive energy. In my current organisation, demographic changes are bringing some surprises. For example, younger people are now managing people much older than themselves. Simultaneously, we are consciously recruiting people with a great deal of experience and they are able to mentor and coach the younger ones. No one can claim technology expertise as we are all getting to grips with wave upon wave of new technologies.



So, what am I telling people who come to me for career advice? Steve Jobs said it well: “You’ve got to do what you love.” The highest-performing and best-run organisations help people do that. Look for companies that intentionally morph and transform, honour their implicit agreements with people and work responsibly for the future good.



Reflections on the case study

Johns’s story illustrates how her early work experiences in transforming an organisation helped shape her thinking about how to keep the organisations that she subsequently worked in continuously changing. She chose to work in a forecasting firm as it provided a match to her interests and skills. In her position she can model the way she advises the leaders in her client companies to work. She knows that she must scan her external context for new businesses and models that might catch her unawares if she is not careful.

Thus her business strategy is focused on opening new markets even as she operates in existing markets. She is aware of her company’s responsibility for the future and through various means is assiduous in helping her staff live whole lives, thus keeping the psychological contract strong. She is an advocate of strong and involved governance used wisely. The changes in the demographic profile lead to recruitment and retention challenges, but she is astute enough to see the value in having a diverse workforce where individuals are encouraged to use their strengths to help solve their clients’ problems. For the most part she is doing a job she loves in an organisation that she is hopeful will show its ability to leap the S curve and continuously change to meet a successful future.

Tools for the case study

Keeping an organisation leaning into the future requires a tolerance (and even a seeking out) of chaos combined with a certain discipline in intentionally and continuously changing the organisation’s design. Two tools help with this.

Good to Great

This tool was developed by Jim Collins and is available online (www.jimcollins.com). It is a four-stage tool that assesses an organisation’s capability to meet the future successfully.


Good to Great diagnostic tool

Our research shows that building a great organisation proceeds in four basic stages; each stage consists of two fundamental principles:

Stage 1: Disciplined People

Level 5 Leadership. Level 5 leaders are ambitious first and foremost for the cause, the organisation, the work – not themselves – and they have the fierce resolve to do whatever it takes to make good on that ambition. A Level 5 leader displays a paradoxical blend of personal humility and professional will.

First Who … Then What. Those who build great organisations make sure they have the right people on the bus, the wrong people off the bus, and the right people in the key seats before they figure out where to drive the bus. They always think first about “who” and then about what.

Stage 2: Disciplined Thought

Confront the Brutal Facts – the Stockdale Paradox. Retain unwavering faith that you can and will prevail in the end, regardless of the difficulties, and at the same time have the discipline to confront the most brutal facts of your current reality, whatever they might be.

The Hedgehog Concept. Greatness comes about by a series of good decisions consistent with a simple, coherent concept – a “Hedgehog Concept”. The Hedgehog Concept is an operating model that reflects understanding of three intersecting circles: what you can be the best in the world at, what you are deeply passionate about, and what best drives your economic or resource engine.

Stage 3: Disciplined Action

Culture of Discipline. Disciplined people who engage in disciplined thought and who take disciplined action – operating with freedom within a framework of responsibilities – this is the cornerstone of a culture that creates greatness. In a culture of discipline, people do not have “jobs”; they have responsibilities.

The Flywheel. In building greatness, there is no single defining action, no grand programme, no one killer innovation, no solitary lucky break, no miracle moment. Rather, the process resembles relentlessly pushing a giant heavy flywheel in one direction, turn upon turn, building momentum until a point of breakthrough, and beyond.

Stage 4: Building Greatness To Last

Clock Building, Not Time Telling. Build an organisation that can adapt through multiple generations of leaders; the exact opposite of being built around a single great leader, great idea or specific programme. Build catalytic mechanisms to stimulate progress, rather than acting as a charismatic force of personality to drive progress.

Preserve the Core and Stimulate Progress. Adherence to core values combined with a willingness to challenge and change everything except those core values – keeping clear the distinction between “what we stand for” (which should never change) and “how we do things” (which should never stop changing). Great companies have a purpose – a reason for being – that goes far beyond just making money, and they translate this purpose into BHAGs (Big Hairy Audacious Goals) to stimulate progress.

Source: www.jimcollins.com




FIGURE 5.6 Diffusion of innovation methods
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Source: © Real Options 2005. Adapted from L. Robinson, Enabling Change (www.media.socialchange.net.au/people/les) and E. Rogers, The Diffusion of Innovations, 4th edn, The Free Press, 1995 (www.valuebasedmanagement.net)


The diffusion of innovation and appropriate education methods

This tool provides a snapshot of the type of activity needed to keep an organisation’s constituents moving along the adoption and adaptation curve (see Figure 5.6).

Summary

No organisation design could or should last forever. Indeed, it is better to think that any design is transitory and must have the built-in capability to continuously change without causing disruption to the operation of the enterprise.

Getting this right in an environment and context that has multiple challenges both internally and externally is hard. But certain approaches and techniques continuously employed can help move things in the right direction.

Since it seems that the forecast for most companies is continued chaos with a chance of disaster, learning to handle this successfully is a prerequisite for boards, leaders and the workforce. Otherwise they will simply have to accept the outcomes of not handling it.




6

Measurement


Friend to Groucho Marx: “Life is difficult.”

Groucho Marx to friend: “Compared to what?”



MEASUREMENT IS IMPORTANT in organisation design. It is a crucial part of assessing how to enhance the design, with the aim of improving performance. Ideally, measurement prompts reflection on what is being done and how it is being done, the relationship between the “what” and the “how”, the effects they create in the organisation and the wider world, and how these could be different.

Measurement is also for control: to check, for example, whether accountabilities are being correctly assigned, or whether targets are being met, or where progress or performance is not as expected.

It is important that measures, both for learning and control, are considered in the context of the design, the organisational system and the wider ecosystem.

Organisation design measures usually include resources used (who, where), business processes (doing what), outputs (how many things produced and how quickly) and real-world outcomes (revenue, client satisfaction employee well-being), as well as impacts. Some of these will be leading (real-time) measures, some will be lagging (only measured after the fact).

In organisation design work, whether project-based design or continuous design, measures help to answer key organisation design questions, including:


	▪   Where are we now? Can we measure our baseline in terms of headcount, costs, activities and skills?

	▪   What outcome measures indicate whether or not to initiate a new design or change the existing one?

	▪   What milestones can we measure during change? What measures will show that the design choices being made are the right choices? That is, will the new design achieve what it is intended to achieve?

	▪   What measures will reveal the size of the gap between current design and new design and the degree of work needed to close the gap?

	▪   What measures will show whether or not the desired benefits and outcomes are being realised in the new or changed design?

	▪   What measures will identify where to apply course corrections of the design in the day-to-day?

	▪   For project-based design, what measures are there of the planned end design?

	▪   What results and outcomes from the change can we measure?



However, it is often impossible to answer these questions with a high degree of certainty. The challenge of just getting the baseline right, and managing the complexity of data from multiple measures and sources can overwhelm the good intentions of the organisation design team.

Baseline data are usually available on variables including headcount, roles, turnover, performance, customer satisfaction, and so on – though with varying degrees of consistency, reliability and cleanness. This means that organisation design work may need to start off with a house-cleaning exercise on the organisational data.

However, as physicist Carlo Rovelli says, “In this uncertain world, it is foolish to ask for absolute certainty. Whoever boasts of being certain is usually the least reliable. But this doesn’t mean either that we are in the dark. Between certainty and complete uncertainty there is a precious intermediate space – and it is in this intermediate space that our lives and our decisions unfold.”1

Quantitative data derived from measurement can support decision-making, if their limitations are accepted and factored in. Organisations do not operate in laboratory-controlled conditions. They are complex systems in a constant state of flux, which means that many quantitative organisational measures are no more than indicators at a point in time: an organisation’s employee engagement survey conducted in 2019 is likely to show very different results from one conducted during the coronavirus pandemic in 2020–2021 and may show month-to-month differences as the context changes.

For example, Gallup, an American analytics and advisory company that tracks employee engagement, found that in early May 2020, employee engagement in the US accelerated to a new high. One month later, came the most significant drop in the 20 years that the company had been tracking this trend. It attributed this drop to various combined stressors including the ongoing pandemic and related restrictions, mounting political tension as the US election neared, and the killing of George Floyd in late May with the subsequent protests and riots and societal unrest surrounding racial tensions.

By the time of the next measuring of employee engagement, the context and attitudes may well have changed and the sets of measures will not be directly comparable. The interesting point about the change in score is not the score itself, but investigating why it has changed: What are the possible (multiple) reasons for this? What does a change mean? The score is only relevant for prompting questions, offering hypotheses for testing and encouraging discussion.

A focus on the numbers fails to tell the full story. Additionally, it is often the case that organisations present a single average “score” on, say, engagement, with any outliers in the measures contributing to this removed. But there is always the possibility that one of the outliers is the “black swan” – the rare event that brings large consequences that cannot be ignored.

Using quantitative measures as general indicators and sources of feedback to spur reflection and possible action is sensible. But believing that they will point to the right answer to the question above is a mistake, particularly as analysing and interpreting the data derived from the measures is always somewhat subjective. Different people will interpret the same data sets in different ways. Well-known US statistician Nate Silver reinforces the point saying, “The numbers have no way of speaking for themselves. We speak for them. We imbue them with meaning.”2

Similarly, in organisations. If there is no agreement on what engagement is, then the score is imbued with different meanings and the outcome of this could be disagreement on both what the score is “saying” and on what decisions to take in response to it.

The metric of employee engagement is an example of one commonly used organisational measure, which is sometimes viewed in isolation and cited as a reason for making design changes. However, there is a tendency for organisations to respond by fixing the identified problem without broader consideration for other issues that might arise.

For example, the employee benefits package may be redesigned in response to employee feedback, without considering the wider organisational consequences of doing that. These could include an additional financial burden and/or changes to financial systems, requiring IT systems to be reconfigured, changing employees’ terms and conditions, protracted negotiations with unions leading to productivity and motivation drops, and so on.

Qualitative data are useful for adding depth and richness to the quantitative data – to give the human experience and surrounding story. Focus groups, interviews, listening circles and the like are worth including in the portfolio of measurement tools. They can help organisations make more informed decisions.

To measure design effectiveness, carefully consider selecting a few measures (and employee engagement might be one of them, or not) that will help to tell a whole organisation story. Use data sources and approaches that reflect the interdependencies of the organisational elements and their impact on human performance and well-being.


Reflective question: What are the limitations and strengths of quantitative measures in assessing organisation design effectiveness?



Simple, well managed measurement is a pre-requisite for good technical organisation design. To achieve this, adopt a systematic eight-step approach:


	1.  Decide the purpose of the measurement;

	2.  Agree the measures;

	3.  Choose the measurement method(s);

	4.  Agree suitable measurement tools;

	5.  Decide how to apply the tools and methods;

	6.  Prepare the ground for success;

	7.  Analyse and present the data;

	8.  Decide what to do with the findings.



Systematic eight-step approach to measurement

Step 1: Decide the purpose of the measurement

The purpose of any organisation design is to make the enterprise high performing – that is it must satisfy its employees and customers and achieve the delivery of its business strategy. Measurement of an organisation design may have several purposes, including:


	▪   To measure the need for change;

	▪   To monitor progress in the programme or project management aspects of designing, implementing and embedding a new organisation design;

	▪   To measure the progress of change in the organisation design;

	▪   To measure the impact in intended business outcomes.



These are high-level purposes and because each organisation design is unique, the measurement activity must be selected for that particular design.

Measuring the need for change

Sometimes it is not clear what change is needed or by whom. For example, following a court ruling in the UK in 2021 that gave Uber drivers workers’ rights to improved conditions, Uber issued a survey to drivers via the Uber app. (An extract is shown in Figure 6.1.)

The survey offered a limited choice of answers to questions about benefits and flexible working without mentioning holiday pay or the national minimum wage – both of which the court found Uber drivers were entitled to. The company was then accused by the GMB union of using loaded questions in this consultation with drivers “to get the answer they need”.

A partner in the law firm representing drivers said individuals’ opinions on benefits were irrelevant as the rules were enshrined in law and the research appeared to be set out for PR purposes.

He pointed out that the survey asked Uber drivers what they would like to see more of, but that they did not refer specifically to paid holiday or the minimum wage. His interpretation was that such vague wording would enable Uber to claim subsequently that drivers are not interested in holiday pay or the minimum wage because they were not identified as being particularly important.3

Another structural flaw with the survey is that it limited the range of potential answers. Drivers were given the binary option of whether they valued the ability to work flexibly, or whether they valued benefits and protection. They were also given the option to say that neither was important. But Uber failed to provide the option for drivers to say that both were important. The organisation evidently did not grasp that in the modern labour market, workers across many sectors are seeking flexible conditions, while also benefiting from some basic protection in the form of employee benefits.


FIGURE 6.1 Extract from Uber driver survey
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Source: Uber


The responses of the Uber drivers and the interpretation of the data from the responses will frame many of Uber’s organisation design decisions. If the questions are loaded or provide only a limited range of responses, then some aspects of the way Uber wants its design to be, may have been built into the survey design.

Measuring whether change is needed may be useful, but an organisation that is seen as insincere might risk losing key stakeholders’ support for their design.

Monitoring programme progress

The second purpose of measurement in an organisation design project is to monitor project progress against agreed criteria – for example, to determine whether or not the project is running to time and within budget, whether stakeholders are adequately engaged and whether the communications are having the intended effect.

Projects – sets of tasks that have a start date, end date and deliverables – are generally tracked, monitored and measured using specialist project management software through which people working on a project can see who is doing what when, and whether each job is on track to be done on time. Everyone sees which tasks are assigned to them and when to start working.

The person managing the project and assigning the work can see what needs to be done and who is potentially free to do it. Everyone involved gives progress updates on their tasks as needed and marks off tasks when completed. Good project management apps warn team members before a deadline slips and may have the ability to automatically reschedule tasks that are affected down the line. They can also generate reports that give managers insight into which team members have too much – or too little – work on their plates. Many track project budgets and log billable hours.

Features differ by organisation, but typically offer:


	▪   Time tracking;

	▪   Time estimates;

	▪   Resource management;

	▪   Pre-built templates;

	▪   Mark-up tools;

	▪   Guest/client access;

	▪   Guest accounts;

	▪   Gantt charts;

	▪   Dependencies;

	▪   Customisable roles/permissions;

	▪   Budgeting;

	▪   Billing and invoicing;

	▪   Api available for customers;

	▪   Android app;

	▪   iOS app;

	▪   In-app task timer.



Before rushing to full-scale project management software, organisations should consider whether there are “light” methods of tracking and measuring, which may be more appropriate.

Work is not always black and white, whether project-based or not. Sometimes there is overlap or team members need to do both project and non-project work simultaneously. There is often overlap between project-based design and continuous design in terms of measurement.

Measuring the progress of change

Third, to measure the progress in moving from the current design, some clear metrics need to be agreed. These will usually be resource metrics like headcount, cost, allocation of time to activities, which may form part of the business case for an organisation design change, and may even be part of pledges made by senior management to shareholders. The changes can usually be measured by standard operational reporting or organisation design software.

Measuring the impact of intended business outcomes

Finally, measurement should show the impact of the design on the performance of the organisation – usually with the aim of the organisation being “high-performance”. Much has been written about high-performance organisations and the practices that appear to keep them leading their sectors.

Although there are minor variations, there is remarkable commonality across industries and countries. Two long-standing tools to measure high performance and organisational effectiveness are the European Foundation for Quality Management (EFQM) and the US Malcolm Baldrige National Quality Award (MBNQA). Both offer the tools for organisational self-assessment against certain criteria and both offer awards for organisations meeting the criteria. The EFQM covers three aspects of high performance:

Direction: to achieve outstanding results and organisation:


	▪   Defines an inspiring purpose;

	▪   Creates a vision that is aspirational;

	▪   Develops a strategy that is centred on creating sustainable value;

	▪   Builds a winning culture.



Execution: to execute organisational strategy effectively and efficiently, ensuring that it:


	▪   Knows who the stakeholders are in its ecosystem and engages fully with those that are key to its success;

	▪   Creates sustainable value;

	▪   Drives the levels of performance necessary for success today and, at the same time, drives the necessary improvement and transformation if it is to be successful in the future.



Results: to provide results data for:


	▪   Stakeholder perceptions;

	▪   Creating sustainable value;

	▪   Driving performance and transformation.



The MBNQA has seven criteria:


	1.  Leadership: How upper management leads the organisation, and how the organisation leads within the community.

	2.  Strategy: How the organisation establishes and plans to implement strategic directions.

	3.  Customers: How the organisation builds and maintains strong, lasting relationships with customers.

	4.  Measurement, analysis and knowledge management: How the organisation uses data to support key processes and manage performance.

	5.  Workforce: How the organisation empowers and involves its workforce.

	6.  Operations: How the organisation designs, manages and improves key processes.

	7.  Results: How the organisation performs in terms of customer satisfaction, finances, human resources, supplier and partner performance, operations, governance and social responsibility, and how the organisation compares to its competitors.



The coronavirus pandemic threw into focus those organisations that either became or remained high performing during exceptionally stressful and uncertain times. In March 2021, the Financial Times wrote that in spite of crippling lockdowns and huge death tolls, some companies prospered: “As stock markets plunged, the likes of Moderna, Zoom Video and Peloton rode a wave of enthusiasm for businesses that might help us cope with, or exit, the pandemic.”

In many cases, the firms that prospered did so by virtue of luck, operating in sectors that experienced a surge in demand as a result of the crisis, including pharmaceutical groups that were boosted by their quest to develop a vaccine, such as Moderna; technology giants buoyed by the trend of working from home, notably Zoom; retailers offering lockdown necessities online, such as China’s largest online grocer Pinduoduo; and health and well-being providers, such as Peleton.4

When the operational context is constantly shifting, being clear about what high performance looks like when executing the business strategy, deciding which of the characteristics of high performance are most likely to deliver it (or are currently doing so), and then agreeing what to measure and how to measure is indeed challenging.

Clearly, for measurement to produce useful results there must be expressed agreement on the business strategy and high capability in managing the day-to-day business operations, while these are simultaneously being measured and changed or redesigned. Microsoft’s ability to do this during the pandemic illustrates one approach.

Microsoft’s workforce analytics

Microsoft’s data scientists help organisations develop high performance. When the coronavirus pandemic hit, the team turned their analytics tools and methods on themselves, analysing data on its workforce, which had recently started to work remotely: They stated that:5


We wanted to study how flexible and adaptable it might or might not be, how collaboration and networks morph in remote settings, what agility looks like in different spaces. Maybe most important, we wanted to know how to nurture and improve employee well-being during times of crisis. Because behaviours in a given scenario are responses to a host of factors, there’s no way to predict the impact an unexpected disruption or crisis will have on how people work.



The team captured a mix of quantitative and qualitative data, looking weekly at work-life balance and collaboration by analysing aggregated, deidentified email, calendar and instant-messaging metadata; comparing it with metadata from a prior time period; and inviting colleagues to share their thoughts and feelings. “Often, we were able to find context for the data within the lived experiences of our team. For instance, our research revealed that workdays were lengthening – people were working four more hours a week, on average.”

The analysis found that:


	▪   Organisational norms can change quickly if employees are driving the change – for example, meeting length dropped to 30 minutes (typically from one hour).

	▪   Managers bore the brunt of the shift to remote work – buffering employees against the negative aspects of the change by helping them prioritise and protect their time.

	▪   Workplace culture started to shift – specifically, the rhythms of the workday changed as team members balanced work and personal life in their new remote context.

	▪   Job demands rushed in to fill spaces previously reserved for personal downtime – a new “night shift” took root with the share of instant messages sent between 6pm and midnight increasing by 52% (in the period analysed).

	▪   Human connection matters a lot, and people found a way to get it. In the group analysed “these ranged from group lunches to happy hours with themes such as “pyjama day” and “meet my pet”. Overall, social meetings went up 10% in a month.



This Microsoft example illustrates two points: that measures of design are organisation specific; and that there has to be a clear purpose, related to the business strategy, for the measurement. In Microsoft’s case this was how its pandemic-crisis response impacted the ability of teams to deliver effectively.


Reflective question: What is the value of having a clearly defined and agreed purpose for measuring organisation design?



Step 2: Agree the measures

One of the principles of organisation design is that it involves social interactions and conversations. Inviting a diversity of views to help define success helps determine appropriate measures that reflect how the new design contributes to the overall organisational purpose and strategy.

This is important if the design work is within, say, one business unit, because it helps people remember that their piece of work is one element in a whole system. People often forget that what they do in their part of the organisation is interdependent with other parts.

Also, it is useful to remember that for both project-based and continuous design, the measures may need to be adjusted or revised as the context changes.

Knowing what to measure involves identifying specific data that will give meaningful information in relation to the two measurement purposes (gauging the impact of the design on organisation performance and monitoring project progress or continuous design activity). The choices of measurement must align across both the organisation that is being changed and any project or continuous design activity that is doing the designing or changing.

The EFQM and MBNQA assessments give some pointers to aspects that could be measured. Depending on the organisation, its business purpose, strategy and operating model, some of the factors listed will be of higher priority than others.

For example, both easyJet and Ryanair are low-cost airlines, operating as competitors in roughly the same markets. As a consequence of pandemic-related travel restrictions, each refocused its business strategy. EasyJet revised its fleet plan, aiming for 3–14% fewer aircraft by the end of 2021. Ryanair aimed to increase its operating fleet. (Figure 6.2). The two airlines will not have the same measures of organisation design as they have made different choices about their fleets.


FIGURE 6.2 Ryanair and easyJet fleet strategy comparison
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EasyJet may be looking for design measures that relate to financial prudence and value to shareholders. Ryanair may be more focused on having the capacity to respond rapidly to new market opportunities, perhaps anticipating a surge in travel once the pandemic passes because of pent-up demand.

The basis for agreeing what to measure is the identification of a small number of measures that will deliver the strategic purpose. These measures should focus on significant leverage points – those where a small shift in one thing can produce big changes in the system. Be sure not to overlook weak signals, and watch out for measurement’s potential to create unwanted consequences.

Some conventional financial and management information (MI) measures should not be discounted simply because they mean using existing and/or available data. One proviso on existing measures is to understand, from a systems view, what sits behind and drives the MI numbers. Remember too, that while measuring project progress and impact is necessary, the resulting organisation design can and should include the design of the measurement system that will be part of the system for managing it.

While organisation design is effectively an effort to design a social and technical system, the search for measurement precision and complete predictability can be overdone. In continuous organisation design (rather than project-based) it is sensible to put effort into dynamic measures that help convert data into learning as things emerge, rather than trying too hard to be all-seeing and all-knowing.

Step 3: Choose the measurement method

There are three types of measurement method: quantitative (numbers), qualitative (words and observation), or mixed (numbers, words and observation). Again, the choice depends on the individual design as each type has its own advantages and disadvantages, and none is perfect.

Given the two purposes of measuring organisation design (gauging the impact of the design on organisation performance and monitoring project progress), the choice of measurement method (quantitative, qualitative, or mixed) is governed by the following four factors:


	1.  What is to be measured;

	2.  The audience/market for the findings;

	3.  The resources available;

	4.  The availability and quality of the data (validity, currency, reliability, type, amount, ability to structure it).



What is to be measured

As an example, Table 6.1 shows a fictionalised retailer. The data showed that sales through retail shops were decreasing and online sales were increasing in response to a broader societal trend accelerated by the coronavirus pandemic.

Providing evidence of this, at the end of 2020 the United Nations Conference on Trade and Development (UNCTAD) surveyed consumers in nine emerging and developed economies. The survey found that following the pandemic, more than half of the survey’s respondents shopped online more frequently than before the pandemic. Additionally, the survey found that consumers in emerging economies made the greatest shift to online shopping. UNCTAD’s secretary-general noted, at the release of the report on the survey, “The covid-19 pandemic has accelerated the shift towards a more digital world. The changes we make now will have lasting effects as the world economy begins to recover.”6

Many retail organisations had to change their design in order to meet new customer demands and deliver sufficient sales revenue through online channels. In the example, a project was initiated to implement a new design. The project measurement team considered the methods shown in the table.

The organisation chose to analyse quantitative measures in situations that were regular, precise, countable, objective and comparable within each data item: for example, the number of sales made each day/week/month and the number of calls and online interactions per hour.

Qualitative measures were chosen in situations involving behaviour that was situational, dynamic, uncountable and subjective and had a range of perspectives: for example, the feelings of staff about closure and progress with labour union consultations.

TABLE 6.1 Retailer sales information








	Press release

	Measurement example (to aid decisions)

	Choice of method




	The company is to restructure parts of its UK direct sales operations in response to changing customer behaviour and increased sales on its website.

	Channel sales (for comparison purposes)

Customer satisfaction

	Quantitative

Quantitative or mixed




	The restructure will involve the proposed closure over the next 18 months of half of its high-street stores. There will be an expansion of the contact centre and the addition of one distribution facility.

	Project progress against plan (Is restructuring and closure running to time, within budget, with good business continuity?)

	Mixed (using project tracking documentation)




	The proposed changes will affect around 250 staff who work in the 17 high-street shops and their back-office support areas. A further 100 staff currently work in the Belfast call centre.

	Feelings of staff about closures

Labour-market analysis of proposed location for distribution facility

	Qualitative

Quantitative




	The company will consult with its trade unions about the proposed high-street store closures.

	Progress of consultation with unions

Effectiveness of communications and involvement plan

	Qualitative

Mixed




	The sales director, said: “It is clear that increasing numbers of customers want to ‘comparison shop’ and buy online. This is an industry-wide trend in retail and we have to ensure that our business reflects this.”

	Customer satisfaction

Retail industry trends

	Quantitative or mixed

Quantitative




	“Our UK contact centres have seen the number of interactions rise by more than 15% year on year for the past four years. We have kept pace with this by investing in technology and multiskilling staff. We now need to expand this channel.”

	Call volume, chat-line volume, call content, online traffic

Productivity

	Quantitative

Quantitative





Mixed methods were chosen in situations that were amenable to both quantitative and qualitative data collection and where results from one method supported results from the other: for example, customer satisfaction, measured by comparing the number of sales made in each channel and by interviewing customers about their purchase choices.

The audience/market for the findings

The second factor in deciding which measurement method to use is the audience or market for the results: are they more interested in hard quantitative data or softer qualitative feedback? When choosing a measurement method it is important to think about how the data method might best match the needs of its target audience: a chief financial officer may think a quantitative method provides more (better?) hard data than reported comments. A call centre manager may be interested in both the hard data and customer or employee comments. Stakeholders in the broader ecosystem may be interested in measures that reveal a consequential impact on their business. For example, in the UK the switch to online shopping has had a knock-on effect in town centres. Landlords have had to consider new uses for property in a country that has up to 30% more selling space than it needs.

The resources available

The third factor that helps determine the choice of method is the resource available for measurement. Briefly, time, cost and expertise are instrumental in shaping measurement choices.

Time is involved at all stages of the measurement process: selecting or designing the tool, testing it, running the full measurement process, analysing the results and preparing a presentation. Clearly, using an off-the-shelf online quantitative instrument – for example SurveyMonkey – that produces immediate reports brings a quicker and cheaper result than designing a qualitative process that might require designing a participative event or focus groups, analysing narrative and developing a report.

Quantitative methods of measurement are usually quicker and easier to administer than qualitative ones, but it is important to be aware of what some organisations term “survey fatigue”, which occurs when people have been asked too many times for their input. Qualitative measures involving focus groups, workshops or interviews take longer to set up (as they involve people and schedules) and analyse. They can be labour intensive, but they are useful for digging deeper into an issue.

Cost comes into play when making build-or-buy decisions. Balance the cost of buying a licence or investing in data visualisation software against a price per user with the cost of labour and expertise to design and administer an in-house process. It may be possible to piggyback on existing organisational methods, measures and presentation techniques, such as balanced business scorecards, and thus negate the need for additional cost.

Expertise is critical when it comes to designing measures, proposing measurement methods and presenting the data. Asking a few questions may appear to be an easy task, but getting valid, reliable, comparable, valuable, high-quality information is not easy. All sorts of design decisions have to be made: for example, on quantitative versus qualitative methods, survey questions, ratings scales, sample or whole population. When making trade-offs between time, cost and expertise it is better to compromise on the time and cost. Measurement design expertise is essential in order to avoid junk data.

The availability and quality of the data (validity, currency, reliability, type, amount, ability to structure it)

The fourth factor in measurement choice is the availability and quality of data. Paradoxically, most organisations have access to a lot more data than they can manage and assess and in the face of the data lakes either a form of paralysis takes hold or a call for even more data is made, resulting in the “swirl” shown in Figure 6.3.

Tom Davenport, an American academic and author specialising in analytics and knowledge management, highlights five issues around this surfeit of data:7


FIGURE 6.3 Swirl of data
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	▪   Much text, voice and video data is unstructured. It takes time and effort to work out how to structure it and then to get it into a format where it can be analysed.

	▪   Once it is structured, it is not easy to analyse. The meaning behind the words of people’s comments on social media or in blogs or customer reviews is open to interpretation – voice tone and emotion are not discernible in tweets, for example.

	▪   The sheer speed of the flow of data is now like a river, fast moving and big, that just keeps on coming. This brings up a real management challenge: the continuous decision-making methods that can make effective use of the continuous data stream we have at our disposal are not easily available. This means shifting the approaches to both monitoring data and using it in decision-making.

	▪   The technology allows organisations to monitor the data as it comes in, and they say, “Oh, look – [customer] opinion is up, it’s down, it’s up, it’s down.” But they don’t really know what to do with the results. Additionally, there is little skill in developing any criteria for deciding when and how to take action.

	▪   Data move and change so quickly that in order to make decisions, thousands of new models a week would have to be created. Organisations do not have this capability, which results in lack of knowledge of why one marketing effort, for instance, might succeed more than another.



The lesson is to recognise that too much data can be of as little use as too little data, and learning to be judicious in choosing and using the data source is essential.


Reflective question: Beyond the factors mentioned, what other factors inform the choice of measurement method?



Step 4: Agree suitable measurement tools

Some tools will be better than others for the particular purpose and context. Although a knife blade may loosen a screw, the appropriate screwdriver will work better; similarly, organisations must select an appropriate tool for the measurement job.

The retail company’s decision to change its focus from physical shops to online (see Table 6.1) rested, in part, on measures collected over time. These showed decreasing levels of satisfaction with retail shop purchases and an increasing desire for better online purchase availability.

Designing an organisation to respond to this meant, among other things, bringing better co-ordination between business units, enabling real-time sharing of customer data and improving internal flexibility to respond quickly to consumer needs, and redesigning jobs. On this last, as it moved from physical shops to online retailing, watch retailer All Watches in Singapore aimed to make marketing impactful online, for example conducting virtual events, so that customers could see new products in the comfort of their home, they could chat with sales staff and ask questions in breakout rooms for smaller groups. This required job redesign and the re-skilling of staff to work in an online environment.

Continuing the retailer example, Table 6.2 shows that there are potential design impact measures in at least four areas: customer service, business process, human capital and financial. If all were measured, there would be nine sets of data – and this is for only one aspect of the design. Additionally, all nine points could be measured quantitatively and qualitatively either as sole methods or as a mixed method.

TABLE 6.2 Improve levels of customer satisfaction
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Clearly, measuring all of these would be resource intensive, so the challenge is to get the most valid and usable information from the minimum amount of measurement, in order to get actionable data rather than noise. This challenge can be met in five ways:


	▪   Focus on the organisation’s purpose and goals;

	▪   Narrow the field;

	▪   Agree criteria and boundaries for choice;

	▪   Involve those closest to the work;

	▪   Decide on the source of the measurement tools.



Focus on the organisation’s purpose and goals

Kenneth Berger, the first product manager of Slack, a business communication platform, noted: “If you aren’t constantly re-evaluating your most important goals for the organisation, you may find yourself focusing on a metric that’s no longer particularly relevant or telling.”8

This means staying aware of the bigger picture and using measures less as targets and more for hypotheses testing to adjust the design accordingly.

Narrow the field

Identify one or two measures that will provide good enough information to trigger action or provide information in a number of areas: a couple of measures that act as surrogates for a much greater number of measures. Keep checking that these are the right measures. Remember organisation design effectiveness may depend on going out and getting the data that are not already available.

Agree criteria and boundaries for choice

In the first instance this means identifying tools that lie within resource boundaries (time, cost, expertise), measure the narrowed field that will inform the wider action, recognise the target audience and adhere to the KISS principle (keep it simple, stupid).

Involve those closest to the work in determining criteria and boundaries for measurement

Berger continued: “Quantitative focus doesn’t work when people are fixated on numbers someone else told them to pay attention to. Only when metrics are defined by teams and individuals can people push them forward with their own unique perspectives and expertise.”

Decide on the source of the measurement tools

There are three choices on measurement tools: buy off the shelf; customise an existing one; design an organisation specific one. Generally, a tool bought or used off the shelf is more likely to be valid, reliable, current and generalisable (that is, the sample results can be universally applied or extended to the population from which the sample was taken – though this should be checked because, for example, a tool for a US audience may not work for a UK one).

Customisation takes time, is often expensive and there is the possibility of losing the rigour of the results. Designing for a specific situation is also costly and brings added risks if people inexpert in measurement design are charged with developing the instrument.

An ideal scenario is one where an organisation designer partners with a measurement expert, possibly from an external independent organisation, to scan the market for suitable off-the-shelf tools. If an off-the-shelf tool is not available, the next best option is customisation; and the last recourse is developing a measurement tool from scratch. The American Society for Quality and the Chartered Quality Institute are both good sources of advice and information on measurement issues.

Step 5: Decide how to apply the tools and methods

Almost any quantitative or qualitative tool can be applied in a number of ways. For example, the choice of a quantitative survey raises a number of application questions: Should it be paper-based or web-based? Should it be administered to a sample of the population (what type/size of sample) or to the whole population? Should it be at one time point or several time points? Would the required information be better collected as continuous real-time data collection?

In either qualitative or quantitative measurement there are two possibilities: census data gathering and sample data gathering.

Census data gathering draws information from every individual entity. So, for example, in the case of an employee engagement survey every employee would be asked to respond. Or in the case of financial reporting every department or business unit would be asked to supply information (usually automatically generated by financial software).

Sample data gathering draws information from a smaller group of the targeted population in a way that represents as closely as possible the whole population. Airlines, for example, on every flight ask a small percentage of all passengers to complete customer-satisfaction surveys. The sample is identified by using a randomised selection of seat numbers. (This method is known as probability sampling, where the selection of the units, in this case passengers, is left to chance to minimise bias in the study.)

Sample size depends on the level of confidence required from the data collected. Assuming the instrument is valid and reliable, the bigger the sample size, the more likelihood there is of confidence and the less of error.

However, in identifying the right sample even a randomised method is not necessarily perfect. A vivid example is given in Jenny Diski’s novel Rainforest, where the protagonist is a researcher studying the ecology of the forest using a sampling method. One of the other characters comments:


“There’s one thing that occurred to me though, about your grids and your search for the ultimate truth about rainforests. Supposing they’re in the wrong places, your squares? Supposing they’re in the one place that doesn’t give you a representative sample of the whole forest? Supposing,” he concluded with a sudden laugh as the thought came to him, “the truth you’re searching for is between your squares, or concealed by the lines that make the framework of the grid? All those bits of paper would be meaningless, wouldn’t they?”



Step 6: Prepare the ground for success

In applying a tool there can be unexpected consequences, as the context is usually complex. For example, deciding to do a skills-level analysis could result in labour union intervention if it was felt that the results would be used to select individuals to lay off. To mitigate the risk of things going wrong:


	▪   Test and pilot the chosen tool(s) and approach(es). This may be seen as adding time and cost, but it mitigates the risk of things going wrong and is well worth the investment.

	▪   Prioritise the objectives of the measurement. Often the list is too long and can be shortened, ideally to no more than five objectives.

	▪   Think where uncertainty could come from and use schemes to minimise it, for example focusing on a sub-population rather than the whole target population.

	▪   Agree the protocol for the collection of measures. If the collection is by interview, for example, train all interviewers to use the same approaches and questions.



An example of a measure invoking both support and criticism is that imposed on UK hospitals’ accident and emergency (A&E) departments. These are subject to a target, enshrined in the NHS constitution: that at least 95% of patients coming to A&E for treatment should be there for no more than four hours. The target is for the total time patients spend in A&E, rather than the time patients spend “waiting” for treatment to begin or the time before they are “seen”. This standard was introduced by the Labour government in 2001 and is monitored for attendances at all types of A&E departments, including A&E services provided by the independent sector for NHS patients.

A Kings Fund report on this target in March 2020 noted that: “The NHS has not met the four-hour standard at national level in any year since 2013/14, and the standard has been missed in every month since July 2015.”9 In December 2019 attainment of the target reached a new record low of 68.6%. Numerous reasons are given for this, including rising A&E attendances, fewer hospital beds, changing clinical practice, staffing pressures and under-investment.10

Hearing a rumour, in January 2020, that the measure might be scrapped raised opposition from medical staff, who feared the reason for this was political expediency. The Royal College of Physicians, which speaks for hospital doctors in England, stressed that the target had “played a crucial part in driving improvements in waiting times for patients”.

That the target could be scrapped out of political expediency risks alienating the medical profession and undermining public confidence that time in A&E will be limited to four hours – something that surveys suggest is important to people. A 2017 poll showed that “people’s biggest concern when going into their local A&E is waiting times (70%). All other concerns polled below 20%.”11

However, achievement of the target is not entirely down to A&E departments themselves, as the Kings Fund report writers point out: “A&E departments have constant interactions with other parts of the hospital, for example, to request diagnostic tests and to transfer patients. A&E performance is therefore dependent on processes and capacity in other hospital departments, as well as other parts of the health and care system.”

This example illustrates some of the work required to prepare the ground for success:


	▪   Think about the organisation design principle that organisation design requires systems thinking: about the many elements of the organisation and the connections between them. Does the measure recognise the system interdependencies?

	▪   Be clear on the purpose of the measure. Is it really to drive performance, in which case will resources and support be given to its achievement?

	▪   Be alert to context changes that might mean the measure is no longer valid.

	▪   Involve stakeholders in discussions and decisions about the measures and listen to the multiple perspectives on them.



An additional part of preparing the ground for success includes thinking about follow-up. This frequently falls by the wayside when other organisational events overtake the organisation design work, or the costs of taking action outweigh the benefits.

Step 7: Analyse and present the data

Data analysis is best left to experts who understand the purpose of the measurement, are aware of their biases and can keep these in check. Biases are unavoidable and inevitably they colour data analysis and interpretation. Being aware of that and being explicit about how to control the most common sources of bias – confirmation bias, reporting bias, selection bias – is essential. So is the need to avoid making the data reporting too simple or too complicated or neglecting outliers and confounding variables.

Be aware too that there may be bias in the data sets themselves. This has been highlighted, for example in medical data, which tend to over-represent white patients, particularly in new drug trials. As a result, the experiences and reports of new drugs on people of colour are often minimised. Bias in the data may be caused by incomplete data sets or data sets being “stitched together” from a variety of sources.

Analysing the data also involves choices about the format for presentation. Technology tools offer extensive choice. Qualitative information can be presented as part of an infographic, as a word cloud in narrative form, often with contextual information and quotes from people, as an accompaniment to visuals and video, and so on.

Quantitative information can be presented using graphic visualisations and video, or traditional-style table, bar, line and pie charts. The technologies available make it easy to present large amounts of data in imaginative visual ways that help reveal patterns, themes and ideas that are less accessible through traditional means. But beware of over-simplification or confusing complexity in the presentation method.

David McCandless, a British data-journalist and information designer and founder of the visual blog “Information Is Beautiful” and author of several books on data visualisation, said about presenting data:12


By visualising information, we turn it into a landscape that you can explore with your eyes, a sort of information map. And when you’re lost in information, an information map is kind of useful.



Note that the styles of information presentation – use of colour, shading, highlighting, tone, supporting graphics/illustrations, numbers or words, and so on – have an impact on the way the audience perceive and interpret the data. Organisations should always take into account both the nature of the information and the audience. For example, a cartoon or elaborate infographics may be appropriate in some circumstances, but not in others.

Many organisations measure project progress and/or business performance against plan in a “dashboard”, which is regularly updated. These offer a visual and comparative synopsis with specifics of interest or concern being “called out”, usually by the project manager, and discussed during the project update.

The presentation of data is not something to be taken lightly. For provocative views on the hazards of presentation and how to avoid them, see McCandless’s blog and also the work of Edward Tufte, who writes about and teaches analytical design.

Tufte suggests that visual data should be:


	▪   content rich, design straightforward;

	▪   intense;

	▪   subtle and effective with colour;

	▪   rich in typographic information;

	▪   luscious with multiple layers of micro/macro information, a typographic layer + a symbol layer + a data-map layer;

	▪   calm but clear scale bar always present;

	▪   free of chart junk and optical clutter;

	▪   accommodating of a diversity of users.



Step 8: Decide what to do with the findings

With the analysis in hand the final step is to decide what actions to take. A useful framework (Figure 6.4) emerged from the Royal Society of Arts (RSA) during the coronavirus pandemic. Although it specifically offered a way to promote reflection, discussion and considered action on crisis responses once the crisis is past the worst, it can be adapted for the contexts beyond the crisis. The framework offers an “End” to activity that was crisis specific, an “Amplify” of new things which might lead to sustained new practice, a “Let go” of things which have become obsolete or unfit for further use, and a “Restart” of things that were dropped because of the crisis.

The RSA proposed that, post-pandemic, the need was to amplify innovative practice that was initiated during the pandemic, and restart core activities. It proposed two ways of doing this. The first was to layer innovation and amplification on top of pre-existing systems. These pre-existing systems may be unfit for purpose and thus layering poses both the likelihood of failure and the possibility of triggering the default resistance to change, where those best served by keeping the status quo will react to prevent any change.


FIGURE 6.4 Framework for responding to crisis
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The second part of the RSA proposal was to intentionally design new systems that would accommodate innovations and new practice, “as well as better serve those activities being restarted, and enable them to be co-ordinated and flourish…. It is less about adoption, more about creating the enabling system conditions.”13

In the Microsoft example discussed earlier, the team might decide to end the practice of having managers bear the brunt of traditional management tasks and amplify the value of managers as coaches rather than controllers. They might decide to let go of the one-hour meeting and amplify the value of the 30-minute meeting. They might decide to restart office-based work, but amplify the value of remote work as part of a more flexible working pattern.

Measurement principles

As highlighted above, effective measurement is not as precise an art (or science) as people believe. There are no right measures. For any given organisation, measures of organisation design success and programme progress vary, depending on its mission, its environmental context, the nature of its work, the product or service it offers and customer demands. However, there are two principles that must always underpin any form of measurement: respect for people and respect for the quality of output.

Respect for people

Informed consent is a key principle underpinning the EU’s General Data Protection Regulations (GDPR). This means that participants in data collection have voluntarily agreed to give the information, understand what they are agreeing to, have been informed of the purposes of the request for information, why it is being sought and how it will be used. Applying the principle means communicating effectively with participants, maintaining confidentiality throughout the measurement process and securing measurement data.

Maintaining confidentiality is crucial to measurement activity. Response rates are lower when people feel their views may be exposed. It is important to take active steps, regardless of whether the measure is quantitative or qualitative, to ensure participants are clear that the information they provide is kept both confidential and secure. This is more easily done with print (online or paper), where there is information on the purposes of the survey together with a statement that responses are anonymous and/or confidential. Participants then tick a box agreeing that they have read and understood the information and agree to their data being used on the terms stated.

In workshops and focus groups where qualitative information is sought, maintaining confidentiality either becomes part of the participants’ contract with each other, or can be structured using online collaboration tools that allow people to record views anonymously. Where technology is unavailable and confidentiality may be an issue, the Chatham House Rule can be invoked.


The Chatham House Rule

When a meeting, or part thereof, is held under the Chatham House Rule, participants are free to use the information received, but neither the identity nor the affiliation of the speaker(s), nor that of any other participant, may be revealed.

The world-famous Chatham House Rule may be invoked at meetings to encourage openness and the sharing of information. The value of this rule is that it allows people to speak as individuals, and to express views that may not be those of their organisations, and therefore it encourages free discussion. People usually feel more relaxed if they do not have to worry about their reputation or the implications if they are publicly quoted.

Chatham House can take disciplinary action against a member who breaks the rule. Not all organisations that use the rule have sanctions. The rule then depends for its success on being seen as morally binding.

Source: www.chathamhouse.org.uk



Organisations can also reassure participants that where quotes or attributions are made in any reports, names will not be mentioned without the express permission of the participant. When using video cameras, webcams and/or taking photographs to collect data, there is a risk that participants’ identities may be revealed and that their privacy may be affected in unanticipated ways. Organisations can inform participants if they intend to show videos or use photos in seminars and/or conference presentations. To maintain confidentiality of data, it is important to secure it carefully allowing access only to authorised personnel.

Respect for quality of output

This means ensuring that the data gained are valid, reliable and current and reflect conditions accurately. It also means ethical, careful and impartial reporting of the findings. Threats to impartial reporting come from several directions and can be related to bias, self-interest, self-review, advocacy, familiarity or trust, and intimidation.

Unfortunately, the quality of output is often determined retrospectively through reviews or investigations. When measurement is found to be of low quality, fabricated, misleading, or misreported (either internally or externally) there is usually deep damage done to the reputation of the responsible party.

Robust measurement reporting requires a mindset of scepticism, detachment and impartiality. With these qualities there is less likelihood of stating, conveying, suggesting, or omitting results in order to present a particular view.


CASE STUDY 5

Measuring a turnaround

Four months into the project Matthew Davies was anxious. He had been charged with turning round a whole new division in the company and things were not looking good at this stage.

The turnaround project had been glossy and well publicised internally. Zed, as it was codenamed, was to be a bold and innovative venture in the notoriously difficult children’s wear market. Its vision was “to be a clothing company where heroes are made and fantasies come true”, and its mission was “to put clear blue water between Zed children’s wear and the competition and become the best children’s wear retailer in the world”.

From the start, there were rumblings in the parent company about the vision. People did not seem to understand the heroes and fantasies language even though Davies explained it:


We believe the experience we need to offer is analogous with the cinema experience. We’re developing a sense of anticipation in the kids – much as film trailers do. We want them to feel that the shopping experience is going to be fun and exciting, that they’re seeing a “great film” with product stories that are relevant and motivating so that when they leave the shop they’ll have a sense of fulfilment or reward.



He presented the vision with passion and vigour:


Think of your own kids – wouldn’t they want to live out their fantasies or meet their heroes? Our plan is to drive kids’ footfall into the stores, through our promotions tied to spend thresholds. The younger kids will live their fantasies say by visiting theme parks such as Disneyland or Madame Tussauds, and the older ones will meet their heroes by, for example, winning a place at Manchester United’s Summer Soccer School.



Along with the vision and mission, Davies’s team developed three performance goals for the first year of the project. The first was hard and measurable, and no one could disagree with the notion of supplying better-targeted (more fashionable) products, delivered faster and more cheaply to market. The second was more qualitative, and Davies’s team had a harder job presenting it to a sometimes sceptical audience:


Imagine that, through improvements to the store environment, we make the shopping experience attractive to adults and children alike. We’re planning to design a place where children WANT to shop – one that’s cool and aspirational – using a theatrical approach. We’ll communicate [what the] key themes [are] to be each month, and have linked event zones, new ranges and collections in store, promotions and advertising, news and information.



The third goal was also qualitative and as Davies admitted to himself, perhaps the hardest to achieve: he was to turn around children’s wear but with staff who had been with the company for years and who had strong views on the way things should be. New to the organisation himself, he strongly believed that the only way he would get things on track was by establishing a culture of ownership and accountability among colleagues. In his meetings with them he repeated the point that: “I want you all to be individually responsive, to take measured risks and be capable of swift delivery of our goals.”

Davies’s team chose four measures for the three goals:


	▪   Restoration of clear market leadership for children’s wear with a target of 7.5% market share (current 6.2%) by the end of the second year and the achievement of revenue objectives.

	▪   Zed having the clothing children wanted to wear as measured by customer surveys, up from 14% to 35% by the end of the second year.

	▪   A supply chain capable of delivery from concept to store in six weeks.

	▪   A culture change tracked by an organisational culture inventory administered at regular intervals.



But even with these measures Davies couldn’t get the organisational support he wanted, as he reported to his team:


We’ve got the green light on some aspects of the stores revamp – mainly small-scale stuff, but we can’t go forward on making things “child friendly” in the way we wanted – there are funding problems so that’s been put on hold for a year. Also I’ve just had word that our advertising is delayed until we have proved that our business model works (ie, next spring all being well – it’s imperative that we get the model to deliver!) – we’ve been held to ransom on the serious slip in sales in the previous two months that we’ve had largely because we took our eye off keeping the business running in favour of the organisation design work. We must recover our sales.



Staff were demoralised by the spring delivery being off by £6m ($9m) and the resignation of a senior member of the team as a result. Davies, working flat out himself, acknowledged that overall his people’s workload and stress were high and resources were stretched. That weekend he talked to his friend, Andrew Collet:


Here’s the story. As you know I was hired to turn around the failing children’s wear division of the clothing retailer. Those who hired me were clear that they wanted a new, innovative and competitive business model to regain lost ground. I think I’ve got that but I’m now facing the requirement to produce results long before it’s possible to do so. I’ve got to keep the business running – not as usual, but better than that – and simultaneously the transition into the new design. The measures that I’ve got don’t seem to be giving me the right information to make changes to the plan, and I seem to have an impossible number of priorities to juggle.

Communication isn’t working – not just with our suppliers, but among ourselves, there’s no teamwork and we don’t seem to trust each other. Then there’s the relationship, or lack of it, that we’ve got with the supplier – communication and trust are rock-bottom there too, and look at the size of the mountain ahead.



Davies listed the priorities he saw in the immediate three months, grouping them by functional team:


Look, IT, HR, finance, marketing, selling, category, design, commercial and technical and transition all have at least four and some have five priorities to work on – it’s just crazy!



Collet, recognising the edge of panic, responded:


Matthew, step back and take a calm look – having 38 priorities, and you haven’t mentioned tackling culture and communication issues across the whole division, is simply not doable. You’re not one of the heroes in Zed’s vision. You’re a hard-pressed executive trying to do the right thing under pressure.



Further discussion made it clear that if Zed were to get back on track, a totally different approach would be needed for Davies to demonstrate his turnaround capability to the parent organisation in the given timescale. “You’re right,” said Davies, pulling himself together, “I’m remembering that I know a couple of people who’ve faced similar situations. Maybe I could learn from their experiences”. On Monday morning, with Collet’s encouragement, he picked up the phone and made some calls.

It was a surprise to Davies that one of the most thought-provoking conversations he had was with Nigel Trant, a bond trader and mathematician whom someone had suggested he call. Trant said:


Take a close look at the measures you’re using to track progress. Most traditional measures view organisations as predictable mechanisms. They look at issues one-by-one – just as you’ve outlined each of your functional areas having four or five priorities. Not only that, they often measure short-term which leads to short-sighted decisions. In your case you’re in is gravitating to the more obvious parts of the challenge and steering clear of the rest. Try taking a whole organisation view and measuring only a few aspects, common to all, but that will enable concerted action across the piece.



Davies pondered this. It dawned on him that the common theme was lack of stakeholder engagement. The parent organisation’s leaders said they were supportive but acted differently; his own staff and staff at the supplier organisations lacked motivation and energy; and customers were voting with their feet.

At the next meeting with his team Davies outlined his thoughts:


Things aren’t going as well as we expected and hoped at this stage. I’m wondering if we’re focusing energy on the wrong things. Let’s discuss the possibility of tracking stakeholder engagement and taking collaborative and decisive actions to develop and sustain this. I think that doing so would significantly reduce the number of priorities we’ve got on the table and at the same time direct our actions towards more efficiently achieving our business strategy. I don’t want to change the goals but I do want to change the way we’re approaching them.



There was a pause as people took in this new idea. Then the finance officer spoke:


I don’t know if this will work, but there’s a Stakeholder Engagement Standard14 – it may not exactly match our needs but I think we could adapt the approach. It’s comprehensive with tools and templates, and the standard is recognised in the marketplace.



Four months later, with the entire team focused on the strategic objective of engaging stakeholders in mustering behind helping Zed achieve its three performance goals, there had been a significant shift in Zed’s fortunes. By focusing on one question – How engaged are our stakeholders? – asked weekly, closely measuring the results, ensuring appropriate action, and communicating clearly and frequently with stakeholders, Davies had built trust in his capability to take the division to success. This led to relationships all round improving, motivation and productivity increasing, and, not coincidentally, business results changing for the better.

By the end of the year, Davies and his team felt confident they were on track and had won support not only from the staff but also from the customers. As Davies reported to Collet:


It’s been a tough period and one that began badly. I’m glad to say that things are looking good – it had never dawned on me that choice of measure could have such a dramatic knock- on effect on outcomes. Take a look at this.



Davies pushed the current issue of a trade newspaper across the table to Collet:


A great report, don’t you think? “Zed is showing signs of regaining share in the children’s wear market and has made good progress in a difficult environment. It still has much to do to ensure sustained growth in the long term but the new design of the division along with better value, better buying and better styling resulted in better performance as the year progressed, the company said.”





Reflections on the case study

This case highlights the complex relationship between business purpose, strategy and measures. Davies had business goals and started off by measuring each of these both directly and discretely. This had the effect of fragmenting effort and alienating stakeholders. Realising this, he started to do several things right:

He took the brave step of looking for a different approach and seeking support to do this. Some leaders find it difficult to admit to themselves, let alone others, that they are in a quandary or in over their heads. However, leaders who at stressful times are able to admit fallibility and find support and guidance to help rethink their approach are more likely to be effective. People coming new to an organisation at a senior level often have a tendency either to try to drive performance or to build social networks of influence. Davies was more inclined to do the former, but he realised before it was too late that to succeed, he also had to do the latter. In his mind he had been focused on getting on rather than fitting in. The nature of the company required him to do both if he was to be effective and successful.

He looked for a measure that was important and durable (rather than something easy to measure). Careful choice of a few overarching measures that lead to action towards the goals is a better route than direct measurement of the gap between current state and end-goal state. It also changes the focus from fire-fighting on priorities to concentrating on adjusting as the context changes (moving from addressing urgent items to addressing important ones). As Davies learned, the measures chosen must also be adaptable to changing circumstances; in his case the reduction in funding meant a change of plans related to store layout. His first measure on this – Are we on track for delivering new store layouts? – did not stay the course. His new measure – How well are we engaging stakeholders in our store layout plans? – was adaptable as circumstances changed.

He involved his team in the development of a common measurement process. Recognising that his management team were focused on their individual priorities and thus fighting with each other for all types of resources, Davies used the approach of involving them in his thinking. This led to a more collegiate and then productive approach to achieving the goals. With a common measure rather than individual priorities, team members started to align their functional and operational decisions, sharing ideas and insights as they went along. Parallel with this they started to use the collaborative approach with their own teams. The result was that the mindset of all staff gradually changed from one of working at Zed to one of working for Zed.

He monitored consistently and regularly, thus inculcating a culture of measurement throughout. In the weekly meeting, Davies and his team reviewed the latest responses to the question: How engaged are our stakeholders? Data were gathered through several means (focus groups, one-to-one meetings, a sample survey, and so on) but in a systematic way, so that the team was seeing an evolving but reliable picture each week. The approach was carefully implemented to avoid over-surveying the same stakeholders and to keep response rates high. As people saw the effectiveness of the approach they became advocates for it, thus strengthening the process.

He communicated progress with stakeholders. Davies was quick to admit that he had neglected targeted and frequent communication with stakeholders. With his head down among the weeds, he had missed opportunities to involve them in progress and assure them that he was looking after their interests, the interests of Zed and the interests of the company as a whole. As he started to learn more about stakeholder engagement, Davies continued to ramp up communication flows, encouraging feedback and taking ideas on board. By becoming more visible and approachable and acting on what he heard, Davies showed stakeholders that he was a person they could get to like and be happy to work with. A culture of “we’re all in this together – let’s make it work” started to develop.

Tool for the case study

The acronym FABRIC provides a useful checklist for making decisions about measurement tools and methods.


A FABRIC measure should be:

Focused on the organisation’s aims and objectives, and exclude measures that are interesting but not directly relevant. Make sure everyone involved agrees that the measurements are going to be useful and relevant to what the organisation is aiming to achieve.

Appropriate to, and useful for, the stakeholders who are likely to use it. Measurements and analysis have resource implications – the benefit of each measure must be in proportion to the effort required to take it. Existing information sources should be considered before new ones are created.

Balanced, giving a picture of what the organisation is doing, covering all significant areas of work; choose measures for all important areas, and at all levels – costs, output volumes, efficiency, quality, progress towards strategic aims – even if the measures have to be subjective.

Robust in order to withstand organisational changes or individuals leaving; the information gathered must be accurate enough for its intended use as management decisions will be based upon it. Additionally, it must be verifiable, with clear documentation behind it, so that the processes which produce the measure can be validated. Further the measures should be responsive to change; measures that are relevant both before and after a radical change are useful in judging its success; those that focus on temporary aspects, or those that may change, are less useful.

Integrated into the organisation, being part of the business planning and management processes; the activity measured must be capable of being influenced by actions that can be attributed to the organisation; and it should be clear where accountability lies. With this, measures should be timely, producing data regularly enough to track progress and quickly enough for the data still to be useful.

Cost-effective. This means that the measures balance the benefits of the information against the costs of collecting it. Make sure that they:


	▪   are clearly and unambiguously defined so that data will be collected consistently, and the measure is easy to understand and use;

	▪   are comparable with either past periods or similar programmes elsewhere;

	▪   avoid perverse incentives, ie, they do not encourage behaviours to meet a target rather than to improve. (For example, measuring the quantity of calls answered but not the usefulness and quality of the responses may not produce a better service.)





Summary

Measurement is a slippery fish: difficult to catch and difficult to hold on to. Like fish it suffers from the angler’s story: “I caught one this big …” People can choose to believe or disbelieve the results of the measurement.

Nevertheless, from two perspectives it is an important and necessary part of a successful organisation design activity. Useful measurement:


	▪   indicates whether the organisation design is working to achieve the business purpose and strategy;

	▪   tracks the progress of an organisation design project;

	▪   continuously monitors design effectiveness in a changing context.



There are many methodological approaches and tools available, and a systematic and reflective approach to deciding which to use works in favour of a robust outcome and usable results. Deciding on a small number of things to measure is a good option, and taking an ethical approach to measurement guards against charges of misreporting and bias.




7

Stakeholders


If we want to make progress in key areas now, we have to build a multi-stakeholder process, harnessing the appropriate energies. So not only the politicians but also business, the wider civil society and the trade union movement all have a contribution to make, whether it is at national or at international level.

Mary Robinson



STAKEHOLDERS ARE THOSE INDIVIDUALS AND GROUPS who have the power to affect positively or negatively an organisation’s financial, social responsibility, governance and environmental performance. Each has a different interest in and perspective of the organisation. Ideally, organisations should serve stakeholders by offering good value to customers; supporting their workers with learning and development; being inclusive in matters of gender and race; dealing fairly and ethically with all their suppliers; supporting the communities in which they work; and protecting the environment.1 Private sector organisations should do all of these and, in addition, provide value to shareholders.

Dutch co-operative bank Rabobank’s Planet Impact Loan is an example of the bank working with stakeholders to support the sustainability of the Dutch dairy industry and the wider environment. In an industry-wide collaboration between Rabobank, Sustainable Dairy Chain, World Wildlife Fund and Royal FrieslandCampina, the bank developed the Biodiversity Monitor. Based on their Biodiversity Monitor scores, farmers reap a financial benefit for conserving the environment. Farmers receive both preferential interest rates on the Rabobank Planet Impact Loan and a premium price for their milk from FrieslandCampina. The Planet Impact Loan creates an incentive for farmers to promote biodiversity, a concern that is otherwise often trumped by challenging market conditions.

TABLE 7.1 Extract from Sainsbury’s 2020 Annual Report – stakeholder section








	Who?
Stakeholder groups

	Why?
Why is it important for us to engage with our stakeholders?

	How?
How do the board and management engage with our stakeholders?




	Customers We have 28.1 million customer transactions per week across all our Sainsbury’s and Argos channels – in stores, online and on our mobile app. We also have 18.2 million active Nectar card customers who benefit from the UK’s leading loyalty programme. In our Financial Services business we have 2.1 million active Sainsbury’s Bank customers and 2.2 million Argos Financial Services customers.

	Our purpose is to help our customers live well for less and we think loyal, satisfied customers are key to our long term success.

	The Board is regularly updated on consumer trends and the overall metrics from our customer feedback programme so it can understand how we are driving a consistent approach across the business.

The CR&S Committee reviews customer insight analysis which reflects views on Salnsbury’s and Argos brands and trust in the business on sustainability matters. Further details on how we engage with our customers include:


	▪   Customer feedback programme (CSAT) – real-time feedback on a range of service measures

	▪   Social media listening

	▪   Market research – qualitative customer focus groups, accompanied shopping trips, quantitative surveys

	▪   Nectar data which helps us understand how customers are shopping

	▪   Brand tracking which assesses the performance of our different brands






Source: Sainsbury’s Annual Report, 2020

This example is described as a “collaboration”. This implies something that is co-created with all the participants benefiting, either as a calculative choice made because all participants benefit, or a moral commitment to behave towards people, in this case dairy farmers, in a way that opens opportunities to them. Some cases (this one arguably included) can even represent both a calculative and a moral choice.

The notion of co-creating with stakeholders is different from the more usual approach of “engaging” with stakeholders. In its 2020 annual report, UK retailer Sainsbury’s presents a three-column table (Table 7.1) with the column headings “Stakeholder Groups”, “Why is it important for us to engage with our stakeholders?” and “How do the Board and management engage with our stakeholders?”

Engagement at this level is often more a form of information provision than a deeper collaborative involvement. Engagement can be one way – Sainsbury’s may tell customers about a product withdrawal, or two-way – Sainsbury’s may ask customers to rate their satisfaction with a new store layout.

In the UK there is also a compliance requirement on stakeholder engagement. In 2018 the revised UK Corporate Governance Code (2018 Code) and the Miscellaneous Reporting Regulations (MRR) were issued. These aimed to restore trust in business, including by requiring that boards demonstrate how they have discharged their section 172 duties – to promote the success of the company – under the Companies Act 2006 (see Figure 7.1).2

The 2018 Code states that “in order for the company to meet its responsibilities to shareholders and stakeholders, the board should ensure effective engagement with, and encourage participation from, these parties”. This principle elevates the importance of thoughtful and intentional interaction with stakeholders.


FIGURE 7.1 Section 172(1) Companies Act 2006

[image: Images]
Source: EY


The 2018 Code also introduced a requirement for the annual report and accounts to describe how the interests of a company’s key stakeholders have been considered in board discussions and decision-making. An extract from Sainsbury’s 172 Statement is shown in Table 7.2.

TABLE 7.2 Extract from Sainsbury’s 172 Statement 2020 (from Annual Report 2020)







	What?
What were the key topics of engagement with our stakeholders, and what feedback did the Board obtain?

	Outcome and actions
What was the impact of our engagement and the decisions taken?




	Customers provided feedback on the things they most want to see which included;


	▪   Value for money

	▪   Quality of items

	▪   Range of items

	▪   Availability of products

	▪   Colleague service

	▪   Store environment

	▪   Ease of using digital channels


	The Board approved the strategic priorities to help our customers live well for less which addressed this feedback. See pages 20 to 27 for more detail.





Source: Sainsbury’s Annual Report, 2020

Supporting the 2018 code are the six Wates Principles, named after the chair of a group that was appointed to draw up a corporate governance code. These offer “all companies that are not subject to a formal corporate governance code an opportunity to consider their approach to governance and aspire to meet the principles. They help companies demonstrate good practice and link it to long-term success of the company.”3

Principle Six on stakeholder relationships and engagement reads: “Directors should foster effective stakeholder relationships aligned to the company’s purpose. The board is responsible for overseeing meaningful engagement with stakeholders, including the workforce, and having regard to their views when taking decisions.”

The US Business Roundtable (BR) in 2019 published a similar code of governance statement endorsed by 183 of its 192 members. This says that “BR members share a fundamental commitment to all our stakeholders and commit to doing well by our customers, employees, suppliers, and local communities. Each of our stakeholders is essential and we commit to deliver value to all of them, for the future success of our companies, our communities, and our country.”4

The 2018 code, the Wates Principles and the BR statement all confirm and require effective stakeholder interactions. Although developed with particular types of organisation in mind, the intent behind them is applicable to all organisations. For organisation designers this means making choices and decisions on how to identify and interact with stakeholders and for what purpose.

Interaction can take many forms: co-creation, collaboration, consultation, engagement, as a compliance requirement, but all forms require intentional activity to achieve workable stakeholder outcomes. This is not easy. Stakeholders have competing interests and what they want may be at odds with what is good for the organisation or for wider society. The example of the RHS (Royal Horticultural Society) and deer culling illustrates the types of complexity involved in stakeholder interactions:5


The deer would not be moved. Tens of thousands of shrubs, trees and flowers had been planted and these brigands plundering England’s fifth national RHS garden, [Bridgewater] would not budge.

All options were considered. … However, amid the pandemic, resources were limited. … Options exhausted, the sharpshooters arrived. The band of about nine rogue roe deer were humanely dispatched, the authorities said.

Once news of the cull leaked, though, residents in Salford were outraged. … The incident threatened to tarnish the prospective opening of RHS Bridgewater, which had been delayed by the pandemic. After 8,000 people signed the petition [against culling] the RHS apologised, saying, “We are very sorry for the mistakes we have made in our communication to the people of Salford over the deer. We know we should have got in touch with our local community and Salford city council and discussed these challenges at the time and are sorry that we did not do this.”



The newspaper report attracted 172 comments variously putting the case for and against culling, including one person saying, “The only tragedy of this story is that the RHS has thought it appropriate to apologise”.


Reflective questions: What constitutes “meaningful engagement” with stakeholders?



The seven-step method of involving stakeholders in organisation design work

The tested method of involving stakeholders in organisation design work is a seven-step one:


	1.  Agree on the reasons for interacting with stakeholders (to co-create, consult, inform, get feedback from ..);

	2.  Identify the stakeholders;

	3.  Map (segment) the stakeholders;

	4.  Determine what form(s) of interaction to have with each segment;

	5.  Plan how to interact with each stakeholder segment;

	6.  Interact with the stakeholder segments;

	7.  Review those interactions.



Step 1: Agree on the reasons for interacting with stakeholders (to co-create, consult, inform, get feedback from)

Organisation design is “done” at different levels. Design professor Richard Buchanan describes this as the “four orders of design”.


	▪   The first order of design is communication with symbols and images.

	▪   The second order is the design of artefacts, for example, products.

	▪   The third order is design activities, processes and interactions.

	▪   The fourth order is the design of the organisational systems within which all the other orders of design exist.



Design can be primarily focused on one of the orders (for example, designing a new product) but designers must recognise that there will likely be an impact on, or interdependence with, the other orders. (Figure 7.2).

Organisation design activity usually starts with a focus on the fourth order, that of systems. But as Buchanan’s model shows, design activity actually happens in all four orders – sometimes simultaneously. It is not possible to only design at the systems order as it includes the other three orders.

Each one of the orders requires the meaningful engagement of stakeholders, and the stakeholders may be different depending on which “order” is in focus and for what reason.


FIGURE 7.2 Richard Buchanan: four orders of design
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Although the four orders may require different interaction activity, which itself varies depending on the design work, the overarching answer to the question, “why interact with stakeholders?” is to achieve, at best, mutual benefit as in the Rabobank collaborative interactions. A good outcome of stakeholder interaction is to have the organisation delivering its purpose and strategy, employees performing highly in the new design, and customers, shareholders and other stakeholders showing consistent support for it.

To achieve all stakeholders’ support is a high bar to aim for. It frequently requires both courage and the careful management of tensions, trade-offs and risk appetite. The example of the US retail giant Walmart illustrates design changes triggered at Buchanan’s interaction order and at the systems/ecosystems order, and describes how the competing interests of stakeholders were handled.

Following two horrific shootings in Walmart stores in the summer of 2019, CEO Doug McMillon made the decision to stop selling some types of ammunition, make a complete exit from handgun sales, to ask its customers to stop openly carrying firearms in the 26 states where “open carry” is legal, and to lobby the government for more gun control.

In a memo to staff he said, “We’ve been listening to a lot of people inside and outside our company as we think about the role we can play in helping to make the country safer … We know these decisions will inconvenience some of our customers, and we hope they will understand.”6

Most stakeholders supported the decision, but others, including the National Rifle Association (NRA) weighed in with a statement saying, “the strongest defense of freedom has always been our free-market economy. It is shameful to see Walmart succumb to the pressure of the anti-gun elites.”7 The polarised views highlight the complexities of making trade-offs between stakeholders with competing interests over divisive issues.

In this case the answer to the question “why” interact with stakeholders was to solicit and reflect on the different perspectives on changing the firearms sales and from the information gained from this activity, to make a decision on a course of action to take.

As well as being an example of stakeholder interaction, this is also an example of continuous organisation design. In response to context changes, the business strategy has changed, and all the systems and processes associated with delivering the decision will have to undergo some form of redesign at both the interaction order and at the system/ecosystem order.

Step 2: Identify the stakeholders

Most organisations have a wide range of stakeholders, and it is often the case that organisation designers cast too tight a net around those they consider will be affected by the new or changed design. Cast the net widely to begin with. Look at stakeholders both inside and outside the organisation. Figure 7.3 shows a fairly detailed identification of stakeholders in nine different sectors at ANZ, an Australian financial institution. Note how the identification also includes potential employees, customers, partners and emerging thought leaders.

Looking at the stakeholders listed in annual reports and organisational ESG supplements offers insights into segments of stakeholders. Note that stakeholder identification is an active, ongoing process with parameters and players that will change over time.


FIGURE 7.3 ANZ: stakeholder map
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Source: www.anz.com/Documents/AU/Aboutanz/stakeholderMap.pdf (page 2)


Keep refreshing the stakeholder list by regularly asking questions including the following:


	▪   Who are the stakeholders and rights-holders directly affected by the organisation’s activities? Which can affect your organisation’s activities? Which are in both segments?

	▪   Who are the stakeholders indirectly affected by the design work?

	▪   Which stakeholders are beneficiaries of the organisation’s activities?

	▪   Which groups/networks do the stakeholders belong to? Which groups are they influenced by?

	▪   How are the stakeholders connected to each other?

	▪   Which government, financial, legal, environmental and industry groups are involved in the organisation? Which of those groups influence the design work?

	▪   What current issues exist that are directly linked to the organisation’s activities and the design work?

	▪   What issues exist that are beyond the direct control of the organisation; yet affect the success of the design work?

	▪   What historical issues exist that relate to the design work, such as slavery and colonialism?

	▪   What are the regulatory and environmental compliance requirements?

	▪   What issues relate to geographical areas, or to those of cultural significance?

	▪   Who are the team members who will be working on the stakeholder consultation? Are they aware of their biases and blind spots?

	▪   Who will keep stakeholder records up to date? Who will be responsible for stakeholder information management and keeping appropriate people in the loop?8



Another way to aid identification of stakeholders is to adapt the steeple tool slightly to provide a template (see Chapter 4). A completed example of high-level stakeholder identification is shown in Table 7.3.

TABLE 7.3 Tool to aid identification of stakeholders








	 

	Internal stakeholders

	External stakeholders




	Social

	Employees

Leaders

Board members

	Shareholders

Individual citizens

Community associations




	Technological

	IT system owners

IT departments

Production line

	Software and hardware suppliers

Parts suppliers




	Environmental

	Facilities departments

	Lobbying groups




	Economic

	Financial system owners

Business intelligence departments

	Financial analysts

Rating agencies

Competitors




	Political

	In-group and out-group leaders

	Government agencies and departments

Non-governmental organisations (NGOs)




	Legal

	Compliance owners

HR managers

General counsel departments

	Industry-specific regulators




	Extras

	The organisational sacred cows, eg, everyone must have his/her own car parking space (precluding building on a site)

	Trade associations

Procurement pools





Methodically identifying stakeholders in this way is common practice, but be aware that unexpected stakeholders frequently emerge. As an example, Buchanan’s first order design of a symbol or a logo is generally perceived to be relatively straightforward. But even this can be complex, involving multiple stakeholders with varying and often conflicting interests or objectives, as Amazon found out.

In early 2021, Amazon released an update for its shopping app, complete with a brand new logo. It dropped its shopping cart image, which had been in place for more than five years, in favour of the smiling-face-arrow on a package with a ridged piece of blue tape. Social media comments on this ridged logo noted that it bore “an unsettling resemblance to the face of Adolf Hitler”.9


FIGURE 7.4 Amazon’s first new logo (left) and re-designed new logo (right)
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Source: The Verge


Amazon did not say if criticism of the new logo prompted a second redesign a couple of weeks later, which removed the serration and instead showed a turned back corner “intended to evoke a piece of packaging tape” (see Figure 7.4).10

Visual design is less often seen as an aspect of organisation design, but it does play a part. The Amazon logo experience – similar to one that many other organisations have had – illustrates the sensitive ground of branding and the ability of social media to highlight and amplify trends or criticisms. In this instance, Amazon had trialled the first new logo in a few countries before the change had been made. It seems that the trials did not indicate an issue but a comment on Twitter changed the reception and resulted in costly rework.

The speed and unpredictability of social media comment suggests that an alertness to unexpected backlash (or support) from unidentified stakeholders is something to prepare for and to respond to in a quick but considered way.

Step 3: Map (segment) the stakeholders

There are many ways to map stakeholders, but a commonly used method is to take each one/group identified and place them in relative positions on a matrix that has two axes, as shown in Figure 7.5. The map enables an at-a-glance overview of where stakeholder interaction work needs to be focused and hints at the type of activity necessary.

Stakeholders judged to have low power to influence the new design but high interest in its success or failure are mapped in the lower right-hand segment. Stakeholders who have high power to influence the design but only low interest in its success are mapped in the top left-hand segment.


FIGURE 7.5 One common method of mapping stakeholders
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Stakeholder mapping software takes this further by, for example:


	▪   Showing the interconnections between stakeholders;

	▪   Exposing how they influence each other;

	▪   Enabling re-segmentation;

	▪   Using filters to analyse specific relations and understand the different roles of different stakeholders.



Before mapping:


	▪   Develop working assumptions about each stakeholder’s power, support and importance to project success using a variety of assessment methods, including external and internal social-media sentiment analysis.

	▪   Determine the current and desired levels of trust, goodwill and advocacy of each stakeholder (there is more on trust, goodwill and advocacy later in this chapter).

	▪   Validate these assumptions through, for example, one-to-one interviews with key individual stakeholders or facilitated sessions, focus groups, surveys of larger, aggregated groups, and pose questions or present information for comment on social-media platforms.



Areas to probe in this sort of assumption testing include the following:


	▪   Knowledge of new/changing design: Who knows and who cares?

	▪   Perceptions: The relevance of new design to “what’s really important around here” and “what’s in it for me?”

	▪   Levels of commitment to new/changing design: Will the level of commitment last through the rough spots?

	▪   Beliefs and fears: Who will gain and who will lose?

	▪   Conventional wisdom: Why this new design appropriately challenges the way things have been done up to now.



Stakeholder mapping is more of a judgement call than a precise science. Stakeholders may be in more than one segment, or become more or less powerful or interested. Keeping the map “live” and tracking stakeholder movement on it helps to develop the appropriate interaction activity.


Reflective questions: What is the value of stakeholder identification and mapping? What are its limitations?



Step 4: Determine what form(s) of interaction to have with each stakeholder segment

Table 7.4 summarises six common methods used to interact with stakeholders.

Customise the interaction method(s) for the different stakeholder segments depending on the purpose for interacting with them.

A key stakeholder is the customer. Although terabytes of customer data are collected every day, that does not mean that organisations understand what those customers need – or how best to serve them.

TABLE 7.4 Common stakeholder interaction methods







	Method

	What it does




	Co-creation

	Encourages the development of something new, with added value, and perhaps unpredicted from an original not necessarily clear start point. Usually involves a small number of participants who are learning together, building equal and inclusive relationships, encouraging authenticity and developing mutual trust.




	Collaboration

	Invites participation in a process to develop a design that may already have pre-determined objectives, parameters, constraints. The collaboration is to develop a design to that specification. Participants may be led by facilitators or experts. Numbers of participants vary according to the type of project. Often used in designs that involve more than one organisation. (As in the Rabobank example.)




	Consultation

	Seeks input, views, opinions, from a range of stakeholders on a well fleshed-out, almost “oven-ready” proposal or design which may be adjusted or amended following the consultation, eg, with unions.




	Feedback

	Solicits wide-audience views often quantitatively rated, eg, customer surveys on a proposal or design (or product, service).




	Communication

	Provides often one-way “telling” of something that is about to happen or has happened. Limited opportunity to give formal feedback – but potentially unlimited opportunity to comment on social media and other platforms. Communication often tailored to stakeholder segments.




	Education

	Gives information about a design, product, service, which enables recipients to develop their knowledge or skills. Education is usually tailored to stakeholder segments.




	Facilitated discussion

	Facilitated discussion involves providing the conditions to listen to and acknowledge different perspectives on a topic. Discussions take place using a structured approach that allows participants to explore ideas and new thinking. There are many structured facilitation approaches and tools, including Liberating Structures and the Fishbowl Technique.





Andy MacMillan, CEO of User Testing, a company that evaluates a product or service with real users, makes the point that, “Data and algorithms are useful. But they also mean we aim for the average: What does the average buyer want? We don’t ever learn about the exceptions. It’s become very sterile, and I think we all sense and feel that. The challenge for companies is how to get real feedback from people outside the company, and how to use that feedback to put the team in the shoes of the customer.”

MacMillan talks powerfully of the need to understand the human customer experience of an organisation. He believes that “you have to decide it’s important for people in your company to talk to customers. [For example] if you’re an airline, it means asking a premium flyer who is not very tech-savvy what it’s like to book travel for his or her family. How do you get your tech team to understand how to alleviate some of those flyer’s concerns, when your team is not the demographic we’re talking about? That’s the personal aspect I’m talking about that’s missing.”11

Step 5: Plan how to interact with stakeholder segments

Interaction requires a strategic, systematic yet flexible approach to gaining stakeholder trust in goodwill towards and advocacy for the new or changing design. The aim is to work with stakeholders to create together an even better design, to build joint understanding and support for it, and – only in the worst case – to reduce opposition to it. A good stakeholder interaction plan includes a variety of well-chosen interaction methods with timelines, review points and scope for change of pace and direction as the project evolves.

The stakeholder map (Figure 7.5) can be used as a basis to guide the interaction plan and activity level. But it pays dividends to remain alert to the need to change or rethink the plan. The example of designing a network organisation for minority faith groups illustrates this point.

A government department decided to try to help minority faith groups to better integrate with their local community. The department asked a Muslim-led charity to design a programme that would achieve this objective. The charity assembled lead representatives of a number of faith groups to partner with them on the project and sensitively facilitated the process, with the guidance of the government department.

Each partner organisation contributed its skills and expertise to what seemed like very valuable work. However, in spite of its apparent value and the encouragement and invitations of the lead representatives, not many community members of the faith groups came forward to participate.

It turned out to be uphill work and eventually the project folded, generating no results at all.

Reflecting on the lack of success, the project team concluded that the reasons for this included:


	▪   a desired outcome determined before consultation with stakeholders (better integration with their local communities may not have been desired or needed by different faith groups);

	▪   a top-down approach essentially led by the government department;

	▪   insufficient targeted messaging and communication with different stakeholders on the project’s intention and value;

	▪   too few opportunities and forums for multi-stakeholder co-creation and collaboration.12



Taking this learning into account the government department devised a very different approach. A second attempt at the work, led by community members with light support from community leaders and government representatives engendered support and successful outcomes.

Step 6: Interact with the stakeholder segments

Conscious stakeholder interaction, done effectively, encourages, develops and maintains trust, commitment and goodwill, which all contribute to value creation. Ken Allen, CEO of DHL Express from 2008 to 2018 (and subsequently CEO DHL’s eCommerce Solutions Division) is well aware of the value of stakeholder interaction.

At the time Allen became CEO, DHL Express was rooted in the US domestic shipping market. This was a challenging environment involving high volumes with thin margins. In spite of the continued pressure to make this domestic market work, losses grew.

Allen determined that the organisation had to retreat from unprofitable activities and shift into areas where it could better differentiate services. International express delivery offered higher revenue per shipment and required a more customised skill and level of service.

Having agreed this with board members, Allen’s challenge was to take DHL Express out of the domestic shipping market and into the international shipping market. He had to redesign the organisation, starting with a new business strategy and a new purpose – to be the world’s premier international express shipping company. This move from domestic to international involved both a big shift for the company and a large gamble, so slick and persuasive stakeholder interaction was key to the successful delivery of the strategy.

Conscious stakeholder interactions including with DHL senior leaders, employees and customers ultimately led to “all the key metrics – market share, EBIT (both absolute and margin), customer satisfaction and employee satisfaction” consistently increasing over the ten years he was in post.

Interactions with employees took the company from a loss of over US$3bn in 2008 to an EBIT of more than US$2bn in 2018, taking the organisation to the highest levels of profitability in its history and along the way being recognised in 2017 and 2018 as a “Great Place to Work”.

Allen used two primary interaction methods with employees: communication and education.

On communication he said:13


We organized a series of intranet videos and countless town hall meetings worldwide to share the new strategy. PowerPoint slides and flowcharts aren’t great at inspiring people, so I chose a type of communication that goes straight to the heart: music.

Each part of the strategy was coupled with a song, and we didn’t just play the songs in the background at these meetings – we sang them. Management belted out Dionne Warwick’s “What the World Needs Now Is Love” to emphasise the loyalty we wanted to inspire in our customers, and the Ashford & Simpson classic “Ain’t No Mountain High Enough” for the levels of motivation we needed from our people.



Allen also introduced a certified international specialist (CIS) education programme introducing every employee to the fundamentals of international shipping and company strategy. Additional modules offer deeper dives into specialised topics such as customs clearance.

Step 7: Review the interactions

It is important to use the skills of signal detection, pattern recognition and meaning-making (discussed in Chapter 5) to review the various stakeholder interactions. Social media, messaging services, apps and open-source analytics tools mean that organisations have a vast pool of available data on stakeholders’ behaviour.

Analysing this data helps to target, plan, refine or change stakeholder interactions.

For example, consumers of products and services can contribute to other consumers’ purchasing decisions through reviews, popular hashtags and brand tags, creating a trackable digital footprint. Keeping a close eye on this, which is outside the boundaries of a traditional stakeholder engagement plan, starts to create a pull system from consumers, rather than a push one from producers.

Regardless of stakeholder segment, online word-of-mouth interaction is powerful and often demands newer forms of interaction, such as live-streaming, short videos, influencer marketing and brand ambassadors.

When the UK government’s covid-19 test and trace system failed to meet its targets for nine consecutive weeks, the government took the bold step of augmenting its methods of interaction with stakeholders (in this case citizens), by working with influencers to try to stop the spread of coronavirus. The government paid several social media influencers and reality TV stars to promote the NHS test and trace service.

Similarly, the World Health Organisation (WHO) used influencer marketing techniques in its coronavirus messaging and went a step further by using a computer generated image (CGI) influencer called Knox Frost to “get accurate, vetted information about covid-19 in front of millennials and Gen Z”. The computer-generated 20-year-old posted to just under a million Instagram followers about coronavirus safety and raised funding for the WHO.14

Successful stakeholder interactions generate support for the organisation design work. As a reminder, the “face” of support is stakeholder:


	▪   trust in the company;

	▪   goodwill towards it;

	▪   advocacy of it to others.



These three stakeholder attributes are also fundamental to organisation design success. The following sections consider trust, goodwill and advocacy in the wider organisational context, and indicate where organisation design projects benefit in developing these qualities in their specific stakeholder populations.


Reflective question: How does stakeholder interaction support the principle that organisation design involves social interactions and conversations as much as formal planning?



Stakeholder support for the company

Trust

Trust is the willingness to be vulnerable to (or rely on) another party when that party cannot be controlled or monitored. Trust involves risk. For example, when customers buy a product they put their trust in the manufacturer that it is safe to use. When they buy a service they trust that they are getting value for money and that the service will conform to their expectations. It takes constant investment to maintain trust at a level at which stakeholders feel that they can believe what the organisations says and that they will be treated well.

Many organisations explicitly recognise this. Vodafone, which like many telecoms companies faces a number of market challenges, recognises that investing in trust maintenance is a stakeholder activity critical to its survival. One of the three pillars of its social contract is “Trust: Earning and retaining customer trust through quality networks and fair pricing, whilst avoiding micro-regulation.” (The other two pillars are leadership and fairness.)

The social contract, driven by Vodafone Group CEO Nick Read, was introduced at a time in 2019 when Vodafone was named the worst telecoms provider for customer service in the UK telecoms regulator Ofcom’s report for the period July–September 2019.

A year later, in September 2020, Vodafone still had the highest volume of fixed broadband complaints per 100,000 subscribers. But as a counterbalance to this, Vodafone was named the best network provider of the year by readers of the technology advice website, Trusted Reviews. Customers were the voters for the award.

This type of seemingly contradictory information about an organisation is confusing for stakeholders. It raises questions about what information is trustworthy and where to go to find it.

This is getting harder as social media amplifies information challenges through filter bubbles and echo chambers. A 2017 Council of Europe research report found information pollution at a global scale fostered by a complex web of motivations for creating, disseminating and consuming these “polluted” messages.

The report noted a myriad of content types and techniques for amplifying content, innumerable platforms hosting and reproducing it, and the breakneck speed of communication between trusted peers.15 And this situation has worsened since then.

In 2019, for example the UK government’s Competition and Markets Authority (CMA) warned Facebook and eBay about “troubling evidence of a thriving marketplace for fake online reviews” and urged swift action be taken to remove the content. Between 2016 and 2020, the number of fact-checking organisations grew by 200%. Tech companies like Twitter now fact-check claims made on their platforms and add labels to disputed posts.16

For stakeholders to trust organisations, in general the organisations must demonstrate reliability, transparency, responsible behaviour, concern for employees/stakeholders and competence. But other factors around trust building come into play. Trust and trustworthiness can be context dependent. To build these qualities at an organisational level, organisational leaders need to have a good understanding of their specific cultural and market context.

Additionally, it is not possible to create a trust-based institution by working on ad campaigns, reputation management, process design or policy development. The employees and other individual organisational stakeholders with all their flaws, emotions and interactions have to internalise those abstract trust-related principles and put them into daily action. The locus of action cannot be only at the institutional level. It has to be at the personal level.

Employee trust – which can be won or lost in similar ways to customer trust – is critical for design work to succeed. In the workplace, if employees trust their management and leaders, they will focus on the job (and thus remain productive), rather than spend time and focus attention on various forms of defensive behaviour. Research studies show that employees’ trust in all levels of management, particularly their immediate supervisor, improves organisational performance, openness in communication and information sharing, and acceptance of organisational decisions.

In conditions of change and uncertainty there is a greater need for trust because people feel vulnerable. The more trust employees have in management, the more smoothly things will go. This is partly because employees will be less concerned with how redesigns or restructurings affect their jobs than with the way the transition process is designed and implemented and the types of decisions that are made by management during this period. Changes in organisation design can produce or destroy employee trust, depending on how the implementation is structured and managed.

When organisation design work involves employees, levels of trust in management rise. Researchers in this field conclude that this is because participation gives employees a voice in the way the change process is planned and carried out. Employees develop trust in the design objectives and methods when they trust their organisations to be concerned for their welfare.

An organisation design project based on maintaining or developing trust is one where managers, design leaders and project team members demonstrate enough self-confidence and trust in the employees to:


	▪   speak openly about the design work and their own feelings and responses to it, including voicing doubts and fears as well as hopes and aspirations;

	▪   demonstrate willingness to listen, learn about and respect employees’ views of the organisation, and appreciate how they think and feel about their workplace;

	▪   demonstrate their belief in employees and the business, pointing out how the design work is trying to help employees accomplish their work goals more effectively and reminding them regularly that all parties are working for the same thing;

	▪   highlight risky situations and help employees deal with them by modelling risk taking, thus showing employees that they too are willing to take risks to serve the ends of the design project;

	▪   relate to employees in the way they themselves would want to be related to, including demonstrating that they are not fearless, just as employees are not;

	▪   follow through on all their promises and commitments, and share responsibility for getting work done;

	▪   put into practice lessons learned from previous projects, including encouraging employees in the current project to discuss approaches with employees involved in earlier projects.



Remember that people easily lose trust during periods of instability and change.

Goodwill

Goodwill, in the accounting world, is an intangible asset. It includes things like the value of a company’s brand name, the strength of its customer base, the relationship with employees, customers and other stakeholders. Organisations therefore have an interest in developing goodwill.

In a non-accounting world goodwill is the well-disposed, friendly, helpful, co-operative feelings or attitudes of approval and support. It is not the same as trust; people can trust others, but this does not need to involve goodwill. So, for example, air travellers can trust that almost any airline will be safe to travel with, but they may have no goodwill towards it if they have had a bad experience in flying with it.

Goodwill is an individual, emotional response to a relationship that people believe is beneficial. It is qualitative and indicated by statements about the way stakeholders feel or experience an organisation.

In organisation design work, aiming to maintain the goodwill of stakeholders is another good investment. Goodwill can be increased by treating employees and other stakeholders fairly, giving them a say in the design processes, demonstrating that they are cared for, trusting them to do a good job, and being clear that their contribution is valued.

The coronavirus pandemic heralded a slew of goodwill gestures and activity from organisations eager to help and support their stakeholders – for example, the Toro Company (a US manufacturer) gave US$500,000 to assist families and communities worldwide that were impacted by the pandemic and offered to match contributions donated by employees to designated coronavirus relief organisations.

Within organisations, many maintained the goodwill of their employees by supporting them well, swiftly putting both technologies and policies in place that enabled them to communicate and continue working during the pandemic, as well as taking actions to supported their well-being and feelings of safety. Some organisations guaranteed job security, donated supplies to healthcare workers and shifted production to needed supplies. These types of actions by companies that put people over profit generated most goodwill among employees and customers.

Conversely, some organisations stretched the limits of their workforce’s goodwill. Medical and non-medical personnel working on coronavirus cases experienced increased workload, hospital-based transmission of the virus, physical exhaustion, inadequate personal equipment and the need to make ethically difficult decisions on the rationing of care. This had dramatic effects on their physical and mental well-being, which have been well documented. Their resilience and goodwill were further compromised by the enforced isolation, the loss of social support, as well as drastic, often unsettling changes in ways of working.

Organisation design work requires planning and intentional action to maintain or increase goodwill. Without this, stakeholders may turn against the organisation in various ways and employees may become more likely to move on because uncertainty affects their relationship with the organisation. Thus, when mapping stakeholders, it is helpful to assess their current levels of goodwill.

Building customer goodwill is similar to building staff goodwill. Customers too want to feel that they are human beings and not simply a source of revenue. Customers who feel that they are valued, that their custom matters to the organisation, that they are treated well and fairly by the staff, and that their needs will be met are more likely to feel goodwill towards the organisation, and thus translate into good business results.

The message is clear for an organisation design project: developing and/or maintaining staff and customer goodwill will pay dividends.


Reflective question: How can trust and goodwill be intentionally fostered in organisation design work – what has to happen to enable it?



Advocacy

It is not enough to maintain or develop stakeholder trust and goodwill if these stakeholders are not then generating awareness and credibility for the organisation and/or its design work by talking with others about their experiences. When an organisation does successfully engage its stakeholders they are more willing to champion its cause and become cheerleaders for its projects. This type of active and authentic word-of-mouth advocacy is a significant contributor to business success.

Two groups of stakeholders that have great power in affecting the success of an organisation by acting as advocates for it are employees and customers.

Employees who trust their organisation and have goodwill towards it are far more likely to engage in beneficial actions on its behalf, including advocating for it. A 2017 global survey from FleishmanHillard, a global PR and marketing agency, found that employees were ranked as nearly three times more credible on average than company leaders on giving information about the organisation to others (see Figure 7.6).

Employee advocacy is important in a number of ways: it contributes to motivation, raises organisational performance, helps draw in good recruits, and raises the external profile and credibility of the organisation.

Rachel Miller, founder of All Things IC, describes staff advocacy:17


FIGURE 7.6 Employees as advocates
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Source: FleishmanHillard



I think [staff] advocacy for me is along the lines of … We trust ourselves and empower each other to have a voice inside our organisation. Sometimes we all might choose to share thoughts about the company externally, we can’t control what each of us says and we don’t wish to because authenticity is vital. When it’s positive, that has clear benefits for us, when it’s negative, it means we clearly have more work to do internally to ensure these voices are heard and acted on.



As organisation designs evolve it is important to work to maintain positive advocates among staff. The design challenge is to recognise that social, technological and context changes bring rapid shifts and this has a considerable impact on the relationships between employees and organisations and can change what employees say about the organisation to others.

The coronavirus pandemic highlighted the fact that organisation designs must be flexible enough to respond quickly to current and changing employee circumstances – for example from face-to-face working to remote working – in order to maintain advocacy.

Like employees, customers form judgments based on their experience of the organisation, the trust they put in it and the goodwill they feel towards it. Customers have easy access to extensive sources of information that enable them to make judgments on products and services.

With this in mind, each element of the organisation needs to be designed to align with concepts of making customers successful, in essence providing a design answer to the question: How can this organisation be designed to support customers and advocate for them?

One approach is to have user experience and customer experience designers on the organisation design team. Their expertise in using data and research to challenge internal assumptions and advocate for the customer, mapping the customer experience across all the customer’s touchpoints in order to improve it, in turn heightens the likelihood of the customer advocating for the organisation.

As a design is being planned and implemented, a focus on what will make it work for staff and customers creates the conditions in which they will become advocates for the organisation. The design work needs to be done with this in mind.


Reflective questions: Beyond employees and customers, which other stakeholders should be fostered as advocates? Why? How?




CASE STUDY 6

Developing trust, goodwill and advocacy

The date for the spin-off of High Mark Finance as an independent company from its parent, a global credit card and business services organisation, was fast approaching. It would be one of the largest financial advice firms in the country with over 12,000 financial advisers and 2.8m clients. In the preceding two years High Mark had had a patchy record in client satisfaction, as measured by J.D. Power & Associates, and there were worries about how both advisers and customers would react to the change. Employees and customers active on social media were not friendly.

The view of Jon Peacock, regional manager for the north-west, was that High Mark’s focus on “reinventing retirement” aimed at relatively wealthy people could be a difficult new area for his employed advisers to engage in as most of them were under 30 and were not confident in advising people older than themselves. Equally, he was uncertain that his self-employed advisers, franchised under High Mark (and in his management portfolio), would be able to refocus their businesses. For many it would mean dropping some clients because they did not have the profile High Mark wanted to invest resources in for others who did have the right profile.

Furthermore, the region for which Peacock was responsible was largely a young commuter area which did not have the more affluent segments of the population or people who were old enough to start worrying about their financial well-being in retirement. To meet this challenge High Mark advisers, both employed and self-employed, would have to focus on getting high-earning people in their 30s and 40s to recognise that now was the time to start to prepare for their financial comfort against the day when they stopped working.

Peacock was also worried that even those in the current client base who could be retained in the new target base would not act as advocates for High Mark. He asked a colleague:


Would they recommend us to their friends, either when we were the old company or as we become the new High Mark? There’s a certain amount of inertia around financial services clients that makes sticking with a company look like goodwill. But goodwill does not make a recommendation. Maybe some clients are getting the impression that we’re not interested in them. Last year we had 93% client retention, but the most recent quarter showed a dramatic drop – to 88%. If it drops further following the spin-off date, we’ll have a hard time recovering ground. It’s the same picture with our franchisee adviser retention – last year it was 91% and now it’s 87%. Turnover among our employees is on the increase too. The main reason for this seems to be that their trust in management is dropping and they have become much more likely to leave. Dangerous rocks are looming and we need to take action now before we hit them.



Realising that Peacock needed guidance and support in leading his region of High Mark through the transition from being a business unit in a large organisation to being an independent entity, Peacock’s colleague recommended that he take up the offer of business coaching from the parent company. A week later Peacock met the coach, who said:


What kinds of things could be done in the north-west region to reinforce adviser trust, goodwill and advocacy beyond the head office mandated ones of optimising compensation, incentives and awards, rolling out enhanced training, having the right tools in advisers’ hands, strengthening recruitment processes, and keeping an even keel between productivity and growth in the network?



Peacock had been the north-west regional manager for a number of years, and his region had always been the benchmark for others in terms of meeting goals and targets. His people were licensed and well trained and he felt distressed about the current situation. Thinking of it in terms of trust, goodwill and advocacy put a different slant on things. He thought back over the past year or so from the time the spin-off was first mooted. After mulling over the coach’s comments for some time, Peacock said:


Those are good questions. I wonder if I’ve taken my eye off the things that make people committed and motivated – relationships, responsibility and autonomy, encouragement, a voice in the change, a quality of working life. The things that you’ve just mentioned I’ve seen countless times in corporate presentations and it’s just struck me that they’re about processes, systems and numbers. They’re not about what we’re doing to keep people feeling that they’re valuable assets rather than simply productivity units, or profitability generators. Yes, we need some of that, but we’ve developed an organisation design targeted on trying to make the business successful rather than trying to make the advisers and the customers successful.

I’ve felt it myself but tried to ignore my own feelings of increasing pressure to perform with too little conversation and discussion about the values and practices of the new High Mark, where I stand in it, what I can expect from it, what is happening. The spin-off has put a great stress on everyone to design an organisation that convinced shareholders that High Mark was the right thing to do. Maybe worrying too much about the analysts and too little about our advisers and customers is showing in what’s happening now.



When asked what he was going to do, Peacock responded:


I’m going to clear my calendar and spend part of next week alongside an employed adviser, and part of it alongside a franchisee. When I get back I’ll call my management team together and describe what I see going on, and how I feel about it. Then I’m going to offer some explanations for why things seem to be going downhill. I’ll suggest some ways forward from my perspective, but before I do that I’m going to invite them to describe and explain from their viewpoints. I’m hoping that together we can suggest a range of ways forward for designing into the new organisation the committed, motivated advocates we want our advisers and customers to be. I don’t know if my approach will work but I hope it will start things rolling in the right direction.


Over the next six months Peacock and the coach worked on developing an organisation design that would create the conditions for trust, goodwill and advocacy in the north-west region. They gave particular attention to getting better alignment between the systems, structures, people, performance measures, processes and the culture, involving employees and staff in the discussions about how best to do this. Because a large proportion of revenue came from self-employed advisers running franchises, there had to be a single overarching vision that they all subscribed to, but this had to be combined with the flexibility to operate competing strategies.

Peacock set up a project team comprising a cross-section of the organisation. He tasked team members with assessing the current situation, evaluating the change readiness of the advisers (employed and self-employed), conducting a stakeholder analysis and mapping exercise, preparing a high-level interaction plan that focused on the specific needs of the north-west region’s stakeholders, and determining the level of managerial support needed to make the north-west region high performing. He also asked them to gauge the level of learning and development that would be required to give advisers the confidence to work with the targeted customer group.

The findings of this exercise convinced Peacock that he had to focus on building and rebuilding the trust and goodwill of his stakeholders, in particular the advisers and existing customers who were in the segment High Mark was focusing on. Having got to that point, Peacock felt that he would start to see advocates emerging. It was hard work. Trust and goodwill lost are not easily regained, so it was particularly gratifying when the phone rang one day while Peacock and his coach were discussing the outcomes of that week’s “listening post” with customers. It was the manager of the neighbouring division, who said:


Hey, Jon, what’s going on over there? I’ve just seen your adviser and customer satisfaction rates, and they’re way ahead of mine and back to the level they were when we were all part of the larger organisation. Tell me how you’re doing it.



Peacock laughed and replied:


I’ve designed in some processes for looking through the eyes of the advisers and customers rather than through the eyes of the shareholders and analysts. It’s working – listen to what one of the participants in the listening group just said:

“I am a client of High Mark, and the other day I called their chatline and was shocked. The person I talked to was very nice and helpful. He walked me through the options that I had for when my certificate came up for renewal. He did not try to sell me anything, just gave me the facts. It’s nice to know that even in this day and age one can call and get someone who is genuine and kind. From my experience they are a very down-to-earth company. I’ve just recommended them to a friend at work.”



Comments like that are on the increase and with them are coming better financial results. So not only are High Mark customers benefiting, but the new design focus is bringing shareholder satisfaction too.



Reflections on the case study

A major change – such as a spin-off, a new CEO, an acquisition, or a new product or service line – brings with it huge upheaval and unusually close scrutiny from shareholders anxious about the value of their stock. An example is the appointment of Satya Nadella as CEO of Microsoft in February 2014. The news sparked an increase in the company’s share price, helped by Nadella’s reassurance that the company would become more nimble under his leadership, constantly reassessing its plans and innovating faster. Quick action would be necessary to take advantage of what he described as a “gold rush” era in cloud computing. At the time, he said:


We have really picked up the pace of asking the hard questions. I want to be very accountable to you all, and to our customers, as a team, by executing well. At the end of the day that is all that matters.



Six years later, Microsoft, under Nadella’s leadership, had succeeded in its reinvention. The firm’s shares had more than quintupled in value since Nadella took over and the culture had changed to a more empathetic one.

With all types of organisation there is a tendency to focus on designing the “hard” aspects of the new state – the systems, processes, structures and technologies – and to neglect the design of the soft aspects – behaviours, culture and relationships. This is a mistake, but it is an easy one to make because the hard aspects are easier to quantify, measure and do something about. It is best to take the view that although the soft stuff is the hard stuff to design, being successful at it brings results that more than repay the work involved.

In the case of High Mark, Peacock did several things once he recognised the design was going wrong:


	▪   He went on field trips to see what was happening with customers and staff day-to-day. It is easy for managers to lose touch with the frontline operation and therefore not to experience it as customers and staff do. Recognising this, some organisations have introduced programmes that encourage contact with parts of the business from which managers are normally remote. The programmes take different forms: shadowing staff, becoming a staff member for a short period, buying the company’s goods through the channels that the customers use and variations on these themes. The idea is to help managers identify and understand what the blockage is and what needs to happen to encourage staff and customers to trust the organisation, develop an active goodwill to it and speak highly of it to others.

	▪   He established listening groups. These are forums where stakeholders participate in facilitated discussions to air their views on particular topics or respond to questions asked by managers. Usually a senior manager is present or may be conducting the group. Groups are generally made up of no more than 15 people representing a cross-section of the targeted population – that is, those people who have the profile of the group the organisation is interested in. In the case of staff it might be a supervisor group; in the case of customers it might be men between the ages of 30 and 40.

	▪   He went back to some basic design models to diagnose where he had missed pieces. Peacock had adopted Nadler’s Updated Congruence model (see Table 2.1, page 42) for his design. This comprises four organisational elements: people, culture, formal organisation and critical tasks. He recognised that the main focus of his High Mark design was on the systems, processes and structures (that is, the formal organisation and the critical tasks), and that he had neglected the people and culture elements. This meant that High Mark was out of alignment. The result was poor morale accompanied by a lowering of goodwill, trust and advocacy. Using a model to help identify and highlight any lack of alignment is helpful, as is doing some straightforward alignment tests (see Tools for this case below).

	▪   He recognised the power of designing the soft stuff to create conditions of goodwill, trust and advocacy. The people and culture aspects of an organisation are the more difficult ones to design, so it is tempting to pay less attention to them and hope things will work out. However, a quick scan of employee blogs or customer report sites often reveals the power and influence that these stakeholders have and the numerous ways they can wield this power. In High Mark’s case, the strategy was centred on the vision of “reinventing retirement financial planning”. Peacock’s decision to involve customers and staff in discussions on this resulted in not only organisational alignment decisions but also the restoration of trust, goodwill and advocacy. Once these stakeholders felt that they had a voice and that their views would be translated into actions, they started to trust High Mark and rally behind it.



Tools for the case study

In this case it was not always possible to bring appropriate stakeholders to workshops and focus groups. Collaboration tools like Slack, Teams, Google Meet, Zoom and so on are useful in involving stakeholders. Good practice suggests that people meet face-to-face in the first instance, if possible. to establish rapport, develop a sense of each other and feel comfortable working together.

However, it seems that after an initial meeting people are happy to use technology to support their collaboration and discussion. A good forum for finding out more about collaborative technologies is www.collabtech.org, which hosts an annual collaborative technologies conference.

TABLE 7.5 Ways of listening to customers and staff







	Stakeholders

	How to listen




	Customers

	Sales information

Weekly and monthly monitoring of views

Surveying customers Customer panels

Annual independent surveys

Communications to head office

Communications to specific business groups

Social media and online forums and communities




	Staff

	Company-wide local, regional and national employee representation forums

Confidential helpline

Regular employee surveys

Internal communications, including employee magazines, regular business updates and team briefings

Focused consultation programmes

Listening groups conducted by senior management

Social media and online forums and communities





TABLE 7.6 Effective and active listening







	Listening is wanting to hear. It requires a degree of concentration that involves mental receptiveness coupled with physical alertness




	Good listening habits

	Being intent on hearing what is said Detecting any underlying or hidden meaning that accompanies a speaker’s words

Separating out a speaker’s facts from their feelings to get the meaning Preventing emotional reactions to the speaker from conflicting with accurate perceptions of meanings Withholding the tendency to be thinking of a response before the speaker has finished

Reviewing and summarising the speaker’s message content Asking the speaker clarification questions

Wanting to hear so not filling silences but waiting

Focusing on key points

Taking notes, when possible, to express interest and to improve retention of the message






FIGURE 7.7 Alignment diagnosis
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Source: Organizational Dynamics (www.orgdynamics.com)


People usually need to remind themselves of the option to listen but rarely of the option to talk. Attentively listening is a skill to learn. In this case executives attended a skills workshop and received the checklist in Tables 7.5 and 7.6 as a reminder.

Lastly, Peacock initially worked with his coach on an alignment diagnosis (Table 7.7). He scored the statements on the profile, totalled the score for each section, and then plotted and connected the four scores on the diamond in Figure 7.7. This allowed him to see that High Mark was weak in some areas and strong in others.

Summary

Stakeholder interaction is a crucial activity in the organisation design process. Analysing and mapping stakeholders reveals what to incorporate in a detailed and flexible interaction plan that builds trust, goodwill and advocacy.

Staff and customers are two stakeholder groups with which it is critical to develop trust and goodwill. Generating either or both of these attributes does not necessarily lead to advocacy, but staff and customers who are trusting and loyal are more likely to be advocates of an organisation.

TABLE 7.7 Alignment diagnostic profile (short version)
















	Strategy

	Strongly agree

	Strongly disagree




	Organisational strategies are clearly communicated to me

	1

	2

	3

	4

	5

	6

	7

	8

	9

	10




	Organisational strategies guide the identification of skills and knowledge I need to have

	1

	2

	3

	4

	5

	6

	7

	8

	9

	10




	People here are willing to change when new organisational strategies require it

	1

	2

	3

	4

	5

	6

	7

	8

	9

	10




	Our senior managers agree on the organisational strategy

	1

	2

	3

	4

	5

	6

	7

	8

	9

	10




	Total




	Customers

	Strongly agree

	Strongly disagree




	For each service our organisation provides, there is an agreed-upon, prioritised list of what customers care about

	1

	2

	3

	4

	5

	6

	7

	8

	9

	10




	People in this organisation are provided with useful information about customer complaints

	1

	2

	3

	4

	5

	6

	7

	8

	9

	10




	Strategies are periodically reviewed to ensure the satisfaction of critical customer needs

	1

	2

	3

	4

	5

	6

	7

	8

	9

	10




	Processes are reviewed regularly to ensure that they contribute to the attainment of customer satisfaction

	1

	2

	3

	4

	5

	6

	7

	8

	9

	10




	Total




	People

	Strongly agree

	Strongly disagree




	Our organisation collects information from employees about how well things work

	1

	2

	3

	4

	5

	6

	7

	8

	9

	10




	My work unit or team is rewarded for its performance as a team

	1

	2

	3

	4

	5

	6

	7

	8

	9

	10




	Groups within the organisation co-operate to achieve customer satisfaction

	1

	2

	3

	4

	5

	6

	7

	8

	9

	10




	When processes are changed, the impact on employee satisfaction is measured

	1

	2

	3

	4

	5

	6

	7

	8

	9

	10




	Total




	Processes

	Strongly agree

	Strongly disagree




	Our managers care about how work gets done as well as about the results

	1

	2

	3

	4

	5

	6

	7

	8

	9

	10




	We review our work processes regularly to see how well they are functioning

	1

	2

	3

	4

	5

	6

	7

	8

	9

	10




	When something goes wrong, we correct the underlying reasons so that the problem will not happen again

	1

	2

	3

	4

	5

	6

	7

	8

	9

	10




	Processes are reviewed to ensure they contribute to the achievement of strategic goals

	1

	2

	3

	4

	5

	6

	7

	8

	9

	10




	Total





Source: Organizational Dynamics Inc (www.orgdynamics.com)

Trust and goodwill are developed by taking steps to design the organisation from the perspective of those stakeholders, the objective being to answer the question: What design will lead to our staff and customers being successful? Encouraging staff and customers to participate and collaborate in the design process is key to its success.




8

Leadership and organisation design


Hard it is to learn the mind of any mortal, or the heart, ’til he be tried in chief authority. Power shows the man.

Sophocles, Antigone



ORGANISATION DESIGN SUCCESS hinges on the complex interactions of four broad leadership groups:


	▪   Internal formal leaders – those appointed to a leadership role within an organisation;

	▪   External formal leaders – those in government, regulatory or expert advisory roles;

	▪   Internal informal leaders – those who take on a leadership role within an organisation but have no formal appointment to it;

	▪   External informal leaders – those by virtue of visibility and/or credibility head movements or sway opinion.



The way the power is wielded by the four groups of leaders continuously interacting is an important determinant of the passage and outcome of design work. This often raises tensions, paradoxes and dilemmas that call for sensitive handling.

Each of these groups is likely to have at its disposal four sources of power, as shown in Table 8.1.

Access to and use of sources of power is one of several variables determining the ability to lead design work. Others include the ability to attract and retain followers; the stability or instability of circumstances; personal stance and motivation; and the organisation’s political landscape (both internal and external). The efficacy of a leader changes as the context changes, and effective leaders adjust their style of leadership and draw on different sources of power in response to this.

TABLE 8.1 Four sources of power







	Source of power

	Example




	Power over: ability to control or dominate

	Power over people; power over communication and messaging




	Power to: individual ability to act to make a difference

	Power to use own expertise; power to make meaning




	Power with: ability to act with others to build across different interests or bring together resources and strategies

	Power to develop collaborative relationships, interpersonal alliances and networks




	Power within: individual sense of self-worth, value, dignity

	Power to manage uncertainty, reputation, credibility





Source: L. VeneKlasen and V. Miller, A New Weave of Power, People & Politics. Practical Action Publishing, 2002


Reflective questions: What common ground might these different groups of leaders have? How could identifying this help foster trust in and goodwill towards each other?



Four broad leadership groups

Internal formal leaders

It is usually formal leaders who trigger design work by setting and spearheading a new direction or vision for a group, either through a set of principles or attributes which frame organisational direction, or through a clear directional target.

For example, at the Microsoft Ignite 2021 conference, Microsoft CEO Satya Nadella set out his vision for how the world of work, and the IT underpinning it, would need to change to become more flexible and decentralised in the wake of the coronavirus pandemic. He said: “We will need to foundationally transform how cloud can drive the next level of broad economic growth that everyone can participate in. To accomplish this, there are five key attributes that will drive this next generation of innovation in the cloud.” 1 Nadella then talked about each of these:


	▪   Ubiquitous and decentralised computing;

	▪   Sovereign data and ambient intelligence;

	▪   Empowered creators and communities everywhere;

	▪   Expanded economic opportunity for every member of the global workforce;

	▪   Trust by design.



These attributes, set out by Nadella, mean that the developers of every Microsoft product and service must ensure that they are shaping the products and services in a way that reflects the attributes.

For example, “Trust by design” requires:


	▪   Having ethical principles governing the design, development and deployment of AI;

	▪   Building technology with intent to protect the fundamental rights of all people, including privacy and strengthening these institutions we all depend on for our livelihoods and well-being;

	▪   Advancing the product/service tech in ways that protect and sustain the planet;

	▪   Promoting zero trust architectural principles.



Once the CEO has set the direction the next leadership tier leads the design aspect of their part of the organisation. In Microsoft’s case, leaders of other units such as Microsoft Mesh, Azure, Microsoft Teams and Microsoft Dynamics 365 each lead their unit’s design. Some of the designs require specific projects and others a more continuous shaping of the design. One of the roles for senior leadership is making sure the designs are co-ordinated and the interdependencies between them run smoothly.

The roles of leaders in project-based organisation design are usually specified, with activities that contribute to the delivery of agreed objectives. There are template role descriptions available for Senior Responsible Officers (SROs), sponsors, steering group members and so on.

The role of internal formal leaders in continuous design work is much fuzzier. Even without a conscious continuous design process, these leaders are unconsciously designing their organisation, or part of it, in the day-to-day choices and decisions they make. Where there is a conscious design process their roles may be clearer. However, internal formal leaders are often participating in project-based and continuous design (unconscious or conscious) simultaneously, which can create a number of challenges and tensions – particularly if they are also trying to lead a “day job”.

Zhang Ruimin, CEO of Haier Group, a successful Chinese multinational home appliances and consumer electronics company, in 2005 introduced a very specific way of leading design change – known as the RenDanHeYi model. This is a complex, continuously adapting model, offering an ongoing exploration to redefine, challenge and improve Haier’s way of working. Zhang’s very long leadership of Haier, dating from 1984 when he was director of the Qingdao Refrigerator Factory (the predecessor of Haier) has seen dramatic changes to its operation.

Since he laid out the first development strategy of Haier – brand-building – he has kept the organisation’s shape and form moving. In sum, he has led the evolution of Haier to its current micro-enterprise operation through several stages, each lasting around seven years:


	▪   1984–1991 Traditional pyramid with strict management control;

	▪   1991–1998 Matrix operation;

	▪   1998–2005 Strategic business units;

	▪   2005–2012 Self-managed business units;

	▪   2012–2019 Micro enterprises;

	▪   2020 – onwards, Ecosystems full of micro enterprises.



Figure 8.1 overleaf shows the evolution to present.

In 2018 Zhang said of the changing role of Haier’s leaders:2


Let’s no longer talk about traditional leadership. We need to focus on the development of serving leadership, as Professor Danah Zohar (author of The Quantum Leader) talked to me about. We want everyone at Haier to be a serving leader. And I’m very serious about this. It is our users who will lead them. It is the sole reason why we need to be so close to our customers. Under the RenDanHeYi model, users pay salaries. This is fundamentally different to the traditional way of working. Employees must create value themselves. My advice to leaders who want to make such a transformation is this: be sure you are willing to give up your power.




FIGURE 8.1 Haier’s evolution

[image: Images]
Source: https://docplayer.net/13573110-Hr-transformation-in-the-internet-era


Here Zhang is talking about the type of power usually associated with traditional, formal leaders who have “power over”, enabling them to: wield authority or command people to do things, take decisions on behalf of others, guard resources they consider “theirs”, and determine messaging to others (Table 8.1).

In Zhang’s view, the key to leadership is to transform your employees or workers into entrepreneurs. He talks of leaders now having to be very different from traditional ones, “They should no longer command and control through middle managers. Instead, they should help microenterprises create value by vitalizing and energizing them.” Here Zhang is talking about leaders using the collaborative “power with”.

In supporting employees to become entrepreneurs, the role of the senior leader is directional only, and in Zhang’s view similar to that of creating a rainforest. “To create a rainforest you can’t decide which trees you want and which ones you don’t. You simply provide nutrients like water and sunlight. The rest is left to self-evolution. (Of course, if you believe something is wrong, you can discontinue the water and nutrients.)”3

Haier is a long way down the route of designing micro-enterprises of self-managing teams. As Zhang says, these require a very different type of leadership from the traditional “power over”. Organisations aiming to be flatter, to encourage autonomy, to reduce layers of decision-making, to get closer to the customer are following aspects of Zhang and Haier’s approach. They are cultivating in their leaders the ability to develop the different sources of power and leadership attributes the new forms of organisation require.

In this flatter, more self-managing organisation, the role of leaders is to support the creation of the conditions for success without specifying exactly what success looks like. This requires leaders to have the individual “power within” to cope with uncertainty; the ability to use “power with” to develop interpersonal alliances, networks and the informal organisation; and the “power to” use symbolism and the management of meaning to encourage continuous organisation design.

One way of working without “power over” requires leaders to demonstrate twelve principles identified by management thinker, physicist and philosopher, Danah Zohar. In an ideal situation, leaders are working collaboratively, in constant dialogue with self and environment. The behaviours that accompany the principles are underpinned by vision, purpose, meaning and values. Table 8.2 lists the twelve principles.

In talking about her own leadership style, Former CEO of Xerox, Ursula Burns exhibits several of the twelve principles. She describes herself as:4

TABLE 8.2 Twelve principles for leaders







	Self-awareness

	Knowing what I believe in and value, and what deeply motivates me




	Spontaneity

	Living in and being responsive to the moment




	Being vision- and value-led

	Acting from principles and deep beliefs, and living accordingly




	Holism

	Seeing larger patterns, relationships and connections; having a sense of belonging




	Compassion

	Having the quality of “feeling-with” and deep empathy




	Celebration of diversity

	Valuing other people for their differences, not despite them




	Field independence

	Standing against the crowd and having one’s own convictions




	Humility

	Having the sense of being a player in a larger drama, of one’s true place in the world




	Tendency to ask fundamental “why?” questions

	Needing to understand things and get to the bottom of them




	Ability to reframe

	Standing back from a situation/problem and seeing the bigger picture; seeing problems in a wider context




	Positive use of adversity

	Learning and growing from mistakes, setbacks and suffering




	Sense of vocation

	Feeling called upon to serve, to give something back





Source: Danah Zohar



……being really hands on. I like to understand what I am asking people to do. I like to get deep into organisations and understand so I can get into the space where people are. I am pretty tough, particularly on leaders, and I am a collaborative leader, so I made it very clear when I was running Xerox that I needed a team around me so that when we all come together, we become a complete person. I am not that complete person alone. I need a team that can help me as the CEO. So, [I am] team based, very collaborative, with really high expectations and I like to understand. I’m a detail person.

On the flip side, I’m fairly moody as well. I have to really check myself daily, many times, to make sure I am not burdening people with my moods, so I’m pretty humble and pretty realistic.



She went on to note:


For the post-pandemic world we need leaders who are team-based, inclusive, realistic, having a reasonably high emotional quotient, and (a word that I love) grit – meaning that you can make it through, and someone who is curious and a little bit adventuresome. We have permission now [with pandemic knowledge] to change things – the curiosity to be brave enough and flexible enough to try different things is going to win the day.



A second way of working predominantly without “power over”, is that of “situational leadership”, popularised in Blanchard’s SLII® framework and model (Figure 8.2). It is based on the thinking that leadership style is demonstrated by the amount of direction and support that a leader gives to followers depending first on the followers’ development level in relation to a task, and second, on the followers’ own preferred way of being led. Research on this framework suggests that “personality characteristics such as achievement orientation, self-esteem, and work values such as intrinsic rewards, interpersonal relations, security, and network participation are indicators of the leader’s style”.5

Situational leadership thinking and practice proposes that there is no single leadership style that works best. Rather, effective leaders flex their style in relation to both the followers’ needs in terms of task and leadership style preference, and the operational context. Knowing this, it pays to be alert to the nuances of different situations, and to behave consistently in similar ones. Random and unpredictable behaviour confuses and alienates people; this is the opposite of what is required in organisation design work.

The SLII® framework is useful in fostering conversations aimed to develop leaders’ awareness of the interests and motivations of others, including other leaders. Leader peer groups have a complex dynamic. Gareth Morgan, in his discussion of organisations as political systems, suggests that they must be able to collaborate in pursuit of a common task, but their context means that they are often competing for limited resources, status and career advancement.

A third approach to new styles of leadership that is much more focused on “power with” is that of servant leadership. In this model, leaders motivate and guide people through establishing close relationships, active listening and displaying empathy. Servant leaders view the needs of their followers as more important than their own and so leaders serve their followers to help them to achieve success and fulfil personal as well as professional needs. In turn, followers grow professionally as they demonstrate servant-oriented behaviours in their interaction with others. Servant leadership corresponds with the view that leadership development is a collaborative and emerging process that impacts the entire organisation.


FIGURE 8.2 Blanchard’s SLII® framework and mode of leadership styles
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Source: https://www.kenblanchard.com/Products-Services/SLII


Leading organisation design work is complex and better done without resorting to using “power over”, coercive approaches or issuing mandates for people to comply with. None of the three approaches – principles, situational and servant leadership – discussed as alternatives to “power over” leading is the single best way. They each offer a slant on “power with” – a collaborative method, and “power within” – the individual orientation as outlined by Ursula Burns.

Being open to the several leadership models (there are others beyond the three discussed) and thinking carefully about their relative strengths in particular situations is likely to be a more effective practice than aiming to adhere to, or adopt, one. In general, formal leaders of organisation design should be collaborative, respectful and trustworthy, skilled at encouraging and welcoming the ability to learn from followers.


Reflective questions: How far are the three leadership approaches outlined above also applicable outside of leader/follower relationships, for example with other stakeholders or peer groups?



External formal leaders

The impact of external leaders on an organisation’s design is less frequently factored into the design work, except perhaps through stakeholder mapping and interaction. Nevertheless, it can have a powerful impact. Using their “power over” means that government leaders and regulators can direct organisations to do something. This may well result in the initiation of a redesign project so that organisations meet new compliance requirements.

For example, in late 2020 the Chinese government, suddenly halted the $37bn flotation of Ant Group, the payments affiliate of Alibaba, China’s biggest e-commerce giant, days before it was due to list in Shanghai and Hong Kong. Ant Group was forced to restructure to be more like a bank. With tougher regulatory oversight and minimum capital requirements, Ant was also required to cut the linkage between Alipay and its credit card and consumer loan services. The resulting redesign work necessary can be imagined.

The shifting international geo-political landscape led by governments puts a burden of continuous design on organisations: US sanctions on Huawei were reported to have crippled Huawei’s smartphone business and curtail its international networking division. The UK government banned telecoms providers from installing Huawei equipment in the UK’s 5G mobile network from September 2020, other countries followed. These rulings have led Huawei to look for other business opportunities, and several telecoms companies to determine how to redesign their operations in the absence of a planned-for Huawei presence in their country’s 5G networks.

Other government rulings, for example on issuance of visas to immigrants, net-zero emissions targets, or disasters and emergency responses require ongoing redesign of aspects of many organisations’ operation.

In early 2020, the then-US president Donald Trump used the powers of the Defense Protection Act to compel some manufacturers to produce supplies to support the response to the coronavirus pandemic. Companies forced to comply included General Motors, General Electric, Hill-Rom, Medtronic, ResMed, Royal Philips, Vyaire Medical and 3M.

Vyaire Medical’s compliance response involved retooling and expanding its manufacturing capacity and scaling up the workforce dramatically, with the goal of increasing output, in CEO Gaurav Agarwal’s words to “exponentially, and as quickly as possible, to help frontline responders and health systems manage and treat critical conditions due to covid-19”.6

Leaders of activist funds, using “power to”, can also force design change. In 2021, Emmanuel Faber, the executive chairman of Danone, a French, multinational food producer, was dismissed following what was termed a revolt by activist funds unhappy at the group’s performance under him. This triggered large-scale redesign as Danone struggled to restore competitiveness.

In much organisation design work, external consultants use their expert power to advise on and propose options for new designs, for the most part to senior leaders. This can be beneficial, although over-reliance on external consultants can be detrimental as their own business models and the way consultants are required to meet their organisation’s objectives may not always mesh with the best interests of the organisation they are providing advice to.

Unions also have power to influence organisation design in various ways. The Uber example (Chapter 6) of union leaders making the successful legal case that drivers be considered employees of the company rather than self-employed contractors is one example.

In the UK, union leaders helped the government draft the Job Retention Scheme (part of the government’s response to the covid-19 pandemic), having significant impact on the way organisations were able to adapt their designs in response to the pandemic. In developing economies, unions often wield significant influence over the authorities, in turn impacting on policy development and, finally, on organisations themselves.

These types of external formal leaders typically use somewhat different power sources from internal formal leaders. Nevertheless, they can have a significant impact on an organisation and its design. Usually, they appear on stakeholder maps but one of the limitations of stakeholder maps is that they are typically drawn from the perspective of the organisation to the stakeholders. Stakeholders may have their own maps working, as it were, in the opposite direction, in many instances organisational leaders may not be able to dominate or manage the external leader relationship.


Reflective questions: What external formal leaders beyond those discussed can have an impact on an organisation’s design? What is the role of internal formal leaders in relation to these stakeholders?



Internal informal leaders

Internal informal leaders are people without appointed formal power in the hierarchy but who have a level of informal power that enables them to influence organisational members. Often, they have a strong network and a credible voice amongst peers. This means that if they choose to be, they can be instrumental in having a say in organisation design work. They can undermine it by being gatekeepers, information hoarders, or fostering confusion. They can support it by being influencers, information disseminators and communicating clearly on the design.

Either way, informal leaders influence organisation design. For example, in 2018 thousands of workers at Alphabet, the parent company of Google signed a petition against Alphabet’s bid for US Department of Defense (DoD) contracts that included having workers develop AI intended to be used for war. The petition succeeded in pressuring Alphabet not to renew a DoD contract and to adopt AI principles that make it harder for Alphabet to build harmful technology. Those who started and those who signed the petition used their power with and power within to influence Alphabet’s decision. Their actions resulted in design impacts related to the effect that renewing the contract had on the organisation.

Continuing their momentum, in January 2021 Alphabet employees launched the Alphabet Workers Union and shortly thereafter Alpha Global, an international union alliance. This includes workers from ten countries, including the US and Germany. The aim of both is to work on national and international issues, including conditions of employment, social issues caused by increasing concentration of corporate tech power, the treatment of content moderators in certain countries, and pressure on workers to sign non-disclosure agreements. The work of the union and Alpha Global is likely to have a significant impact on both Alphabet’s and Google’s organisation design.

These types of intervention are made by informal leaders. They exist at all organisational levels yet are not necessarily identifiable by role, by length of service, or by other specific attribute. Formal leaders may think they know who the informal leaders are, but this is not necessarily the case (see Figure 9.3 in the following chapter). Thinking that they do know risks their missing key people – those who other employees look to for input, advice, or ideas about what is going on in the organisation, who can foster goodwill, advocate for new designs and show their trust for the work or, conversely, whip up antagonism and distrust. These informal leaders may be much lower down the hierarchy.

Finding the informal leaders can be done in various ways – a common method is snowball sampling, also called the chain method or active organisational network analysis (ONA). There are variants of this method, but the usual approach is to ask a few random people who they would turn to for information about any proposed new organisation design, or who they would turn to in order to find out what is going on.

The people they name are then asked the same question(s) – the process is anonymous to the next round of participants; they do not know who named them and this “snowballing” continues until a consistent set of names emerges.

Other methods of identifying informal leaders involve technologies including social network analysis (sometimes called passive network analysis) that maps the relationships and associations that connect individuals and then aims to identify key individuals and/or groups within the network. (A network is simply a number of points, or “nodes”, that are connected by links.)

Generally, in social network analysis, the nodes are people and the links are any social connection between them – friendship, work discussions, marital/family ties, or financial ties. These can be identified in various ways, by who is messaging whom, for example. Using these types of technologies raises a number of ethical questions that must be considered. Three of the top ethical concerns are violation of privacy, psychological harm, and harm to individual standing.

Informal leaders emerge in organisations usually because they have a particular passion or belief and characteristics that engage people in their “cause” or interests. As has been stated, these informal leaders are found at any level in a hierarchy, and/or in any place in an organisation because what they spearhead is independent of an organisation chart.

Colin Powell, US general and former US Secretary of State, provided 18 lessons on leadership. Lesson 9 relates to the role of informal leaders. He is blunt on this.7


So much for titles and organisation charts. Organisation charts are frozen, anachronistic photos in a workplace that ought to be as dynamic as the external environment around you. If people really followed organisation charts, companies would collapse. In well-run organisations, titles are also pretty meaningless. At best, they advertise some authority, an official status conferring the ability to give orders and induce obedience. But titles mean little in terms of real power, which is the capacity to influence and inspire. Have you ever noticed that people will personally commit to certain individuals who on paper (or on the organisation chart) possess little authority, but instead possess pizzazz, drive, expertise, and genuine caring for team mates and products?



One such informal leader is Darryl Richardson, a picker at Amazon’s Bessemer warehouse in Alabama. (A picker is someone who takes products out of metal bins that robots carry to the workstation, and puts the items into various totes that a conveyor belt takes to packing). In summer 2020 after five months of working at the warehouse, the demands and conditions of the work led him to organise co-workers to push to be able to join a union: the first effort to organise an entire Amazon warehouse.

The outcome of this was a defeat for those who voted to unionise. But rather than see this as a pure defeat, the organisers and their supporters began experimenting with new ways of building power and raising labour standards, including designing and establishing union-like organisations.

In her book Rocking the Boat: How to Effect Change Without Making Trouble, author Debra Meyerson describes people such as Richardson as wanting “to rock the boat and to stay in it”. She describes four approaches that they use to lead change.

Most subtle is “disruptive self-expression” in dress, office décor, or behaviour, which can slowly change an unproductive atmosphere as people increasingly notice and emulate it. By using “verbal jujitsu” an individual can redirect the force of an insensitive statement or action to improve the situation. “Variable long-term opportunists” spot, create and capitalise on short- and long-term chances for change. And through “strategic alliance building” an individual can join with others to promote change with more force. By adjusting these approaches to time and circumstance, tempered radicals work subtly but effectively to alter the status quo.

Informal leaders muster support by their use of power with, power within and power to.

Whistleblowers – those who expose misconduct in the workplace – share these characteristics and also have the power to change the design of the organisation. However, they usually find that they are not able to rock the boat and stay in it. In most cases they leave, or are forced to leave, the organisation they have called out.

Transparency International is an organisation that seeks to reduce corruption across both private and public sectors, promoting responsible whistleblowing and adequate protection of whistleblowers, often in collaboration with legal experts. The organisation is well aware that whistleblowers face harassment, retaliation, blacklisting, threats and sometimes physical violence. In a 2020 whistleblowing case, Rihan v Ernst and Young (EY), the former EY partner, Amjad Rihan, won US$11m in damages and expenses after whistleblowing on breaches of the accountants’ code of ethics in EY’s work for a client, Kaloti Jewellery International, Dubai. Rihan refused to sign off a supply-chain audit that he believed was covering up suspicions of fraud, money laundering and sanctions evasion at the gold producer.

Initially EY said it would appeal the verdict, but ultimately dropped the appeal. EY faced further regulatory investigations for its role in the collapse of German payments firm Wirecard and NMC Health, the collapsed London-listed hospital group at the centre of huge fraud allegations.

Cases such as these inevitably lead to organisation design work – in the case of international professional services firms such as EY, many questions have been raised about the efficacy of its business model, which typically operates as a combination of partnerships and franchises. There have also been questions raised over employee-overstretch, with the increasingly competitive marketplace resulting in firms taking on larger amounts of work without any commensurate increase in resource allocation. In the case of audit or due diligence, this could contribute to oversights.


FIGURE 8.3 Cohen and Bradford influencing model
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Being able to influence without formal “power over” is at the heart of informal leaders’ ability to shape organisation design. This is often tricky where there is a formal power differential – as in when an informal leader is trying to influence the “higher-ups”. The Cohen and Bradford influencing model offers a systematic approach to doing this (Figure 8.3).

Table 8.3 gives an example of the model in action. Ellen Thomas, a young African-American consultant, was given advice by her mentor, Joe, to unbraid her long cornrow braids before giving a high-profile public presentation. She wondered if Joe was exhibiting unconscious bias and felt she had an opportunity to develop a better understanding of diversity in the workplace. She was successful in her influencing.

TABLE 8.3 Influencing without authority







	Ellen knew it was a risk to ignore Joe’s advice, but her hair was too tied to her sense of self to give in.

	1 Assume all are potential allies
It is easy to leap into an adversarial mode but imagine, instead, that things can be worked out in partnership or by forming an alliance. (Allies here are both Joe and the people she was presenting to.)




	After some thought, Ellen was able to see this encounter as a test not just of her willingness to conform to fit this definition, but of the institution’s willingness to adapt to the reality of its diverse workforce. She realised she had choices. This incident posed an opportunity to challenge Joe’s biases and to help him appreciate the connection between this concrete incident and the organisation’s espoused promise of valuing diversity.

	2 Clarify goals and priorities
There are usually several options, possibilities and choices in any situation. Think carefully about the trade-offs, cost benefits and outcomes of each of these. Depending on priorities, it may, for example, be better to lose a battle and to win the war.




	Ellen prepared for her presentation and delivered it with unimpeachable authority. She wore her hair in neat cornrow braids and dressed in a new conservative business suit. She knew she succeeded in conveying expertise. She also hoped that she signalled to others that professionals come in many different packages.

	3 Diagnose the ally’s world
This means finding out what the other person cares about and seeing the world through their eyes. Someone who sees an organisation as a political system will have a very different perspective from a person who sees an organisation as a psychic prison.




	She wanted to make sure her mentor learned something from this, but not in a way that jeopardised their relationship or put him on the defensive. Immediately following the presentation, Ellen thanked Joe for caring enough to give her advice and gently asked him if he knew how it had affected her. As she suspected, he did not, and he asked her to explain. Ellen described why her hair was not just about “style”, and why to her it was emblematic of her ethnicity. She let him know that she understood that he had not meant to offend her. She then explained that she chose this company because she thought it would accept her as a black woman.

	4 Identify relevant currencies
People value and “trade” in different things and these can become bargaining chips in an influencing exchange.

5 Deal with relationships
Cohen and Bradford describe this as having two aspects: the nature of the relationship – positive, neutral or negative – and the way each participant wants to be related to.

6 Influence through give and take
Once someone knows what they want, what the desired relationship is, and what currency is available to trade in then the exchange can take place.




	She diverted the issue away from hairstyle and appearance to the much broader issues of the existing parameters of fitting in and the company’s willingness to expand its implicit definitions of professionalism.

	The result of this was that Ellen began to be known in the organisation as an informal leader of diversity issues.





Source: Adapted from Debra Meyerson


Reflective question: What is the case for ensuring informal leaders be equal players with formal leaders in organisation design work?



Informal external leaders

Informal external leaders – also known as influencers, opinion leaders, or thought leaders can also have a significant impact on an organisation’s design. Typically, they are individuals who have stature and credibility – they may be experts within an industry or sector, or they may simply have views that are both widely known and trusted.

A verified Twitter user with a large following is likely to be considered an opinion leader. Likewise, a YouTuber with consistently high view rates for their videos will likely have an audience they can influence. Influencers are of many types including: celebrities, micro- and nano-influencers, “kidfluencers”, gaming influencers and virtual (computer-generated) influencers.

Influencers are present on most social platforms with Instagram having the largest influencer presence, followed by Facebook, YouTube, Twitter and LinkedIn. TikTok and Twitch are becoming more widely used platforms.

Whether they have wide reach or operate in a niche, they can influence public opinion, which includes the opinions of a company’s customers and other stakeholders.

The influencer marketing industry is growing at a very fast rate, forecast to be US$15 billion by 2022, up from as much as US$8 billion in 2019, and the market is constantly changing as technologies and forms of interaction evolve. The year 2019 saw the establishment of more than 240 new influencer marketing-focused agencies and influencer platforms.

As this new sector grows, organisations similarly evolve their strategies, particularly marketing their strategies, to keep pace, and this has an impact on an organisation’s design. For example, organisations are redesigning the ways they transmit information about a product or service, planning more focus on brand awareness and its impact on sales levels of products and services.

Sometimes using influencers can go wrong. In early 2020, the US Federal Trade Commission (FTC) charged Teami – a marketer of teas and skincare products – for using deceptive health claims to promote its products. The charge also alleged that well-known social media influencers endorsed the products without adequately disclosing that they were being paid to promote them. The FTC ordered Teami to stop these practices and return $1,000,000 to consumers who were harmed.

The risks of fraud and deception while working with influencers requires carefully designed and managed systems and processes to avoid reputational damage, which can prove difficult, and costly, to fix.


Reflective question: Beyond influencers, what are some other groups of external informal leaders that have the ability to impact an organisation’s design?



Leading design work: derailers

Whatever the mix of formal and informal leaders, well-conducted organisation design work is a multi-stakeholder collaborative effort, where participants demonstrate mutual trust, goodwill and advocacy. Sadly, this is sometimes difficult (or impossible) to achieve. Typical derailers participants face are one or more of: territorial game-playing, poor decision-making, the tendency to make assumptions, cognitive bias and failing to learn.

Territorial game-playing

Who does not recognise the survival games that are played in organisations? Joseph Heller exposes these brilliantly in his book Something Happened. Here is an extract from the chapter “The office in which I work”:


People in the company, for example, do their best to minimise friction … It is considered much better form to wage our battles sneakily behind each other’s back than to confront each other directly with any semblance of complaint … We are all on a congenial, first name basis, especially with people we loathe. … The right to this pose of comfortable intimacy does not extend downward.



Territorial and survival games interfere with getting work done effectively. These types of games are often prompted by poor prior organisation design that may result in overlapping responsibilities and conflicting objectives. Sometimes they are intentional. There are organisations whose CEOs favour a degree of internal competition.

Territorial and survival games cause bad feeling, poor-quality decisions and defensive behaviour. Yet there is great reluctance to expose and discuss game-playing openly.

Overcoming this reluctance is the first step to understanding territorial instincts and choosing to work in more productive ways. The more people learn about the games they play the less effective destructive gamesmanship will be (Table 8.4).

TABLE 8.4 Understanding your territorial drive










	Territorial game

	Used on you

	Used by your peers

	Used by your boss

	Used by you




	Occupation: Marking territory; maintaining an imposing physical presence; acting as a gatekeeper for vital information; monopolising relationships, resources or information

	 

	 

	 

	 




	Information manipulation: Withholding information, putting a spin on information, covering up, or giving false information

	 

	 

	 

	 




	Intimidation: Growling, yelling, staring someone down, scaring off, or making threats (veiled or overt)

	 

	 

	 

	 




	Powerful alliances: Using relationships with powerful people to intimidate, impress, or threaten others; using name dropping; making strategic displays of influence over important decision-makers

	 

	 

	 

	 




	Invisible wall: Actively instigating circumstances or creating counterproductive perceptions so that an agreed-upon concept is, if not impossible to implement, very, very difficult to implement

	 

	 

	 

	 




	Strategic non-compliance: Agreeing upfront to take action and having no intention of taking that action, or agreeing just to buy time to find a way to avoid taking that action

	 

	 

	 

	 




	Discredit: Using personal attacks or unrelated criticisms as a way of creating doubt about another person’s competence or credibility

	 

	 

	 

	 




	Shunning: Subtly (or not so subtly) excluding an individual in a way that punishes him or her; orchestrating a group’s behaviour so that another is treated like an outsider

	 

	 

	 

	 




	Camouflage: Creating a distraction, emphasising the inconsequential, or deliberately triggering someone’s anxiety buttons just to distract him or her

	 

	 

	 

	 




	Filibuster: Using excessive verbiage to prevent action, out-talking any objectors at a meeting, talking until the time for discussion is exhausted or simply wearing others down by out-talking them

	 

	 

	 

	 





Source: A. Simmons, Territorial Games: Understanding and Ending Turf Wars at Work, Amacom, 1998

Poor management of agreement

Commitment is assumed when people publicly say they agree to a decision or course of action. Sometimes they remain silent when asked if they agree and this is taken as tacit agreement. If they have reservations about the decision but for various reasons are not willing to raise them, all sorts of problems can arise. The Abilene Paradox is a good illustration: a group makes a decision to drive for several hours to have dinner in the town of Abilene, but when they return it transpires that no one wanted to go but no individual was willing to say so. This paradox is commonly seen in organisations and results in loss of motivation and productivity.

The “describe, explain, suggest and come” (DESC) process is a structured way of helping people to own up to and discuss misgivings they have about decisions that have been made or are about to be made (see Table 8.5). But someone has to take the first step.

TABLE 8.5 The DESC process







	Describe how you feel

	I want to talk to you about the project. I know we all, including myself, have been going along with it so far, but I don’t think it’s going to work, and I am anxious about it. I am concerned that I may end up misleading you and we may end up misleading one another.




	Explain what you think are the causes

	I think I’ve felt pressured to pursue a course of action because I’m fearful of reporting what our sponsor may not want to hear.

I’m conscious that the reputation of the organisation is riding on this new design and we’re in the public eye to deliver on it.




	Suggest various options on ways forward

	We can continue to go along a path that I think is likely to end in disaster.

We can discuss options and see if there are ways we can make it work. We can recommend pulling the plug on it now if that makes the best sense.




	Come to an agreement on how to proceed

	I’d like to know where the rest of you stand and I would appreciate any thoughts about the project.





The tendency to make assumptions

Making an assumption is presuming or believing something is true without first asking questions to determine if it really is. This has the effect of blocking thinking and/or shutting down possibilities. Often people do not know that they are making an assumption until they are questioned about it, because as Judge Taylor, in the book To Kill a Mockingbird, said, “People generally see what they look for, and hear what they listen for. Once the assumption is challenged new options emerge that allow people to move forward in more positive ways.”

“These young people are smart, but in ways that can be dangerous. They’re so sure they’re right.” Imagine the effect that this assumption might have if the “owner” of it were working with younger people on the team. A good, well-received challenge will open up the doors to new ways of collaboration.

Cognitive bias

The term cognitive bias was coined in the early 1970s, by the late Amos Tversky, an Israeli cognitive and mathematical psychologist, and Daniel Kahneman, Eugene Higgins emeritus professor of psychology and emeritus professor of psychology and public affairs at Princeton University. They used it to describe people’s systematic but flawed patterns of responses to judgment and decision problems. Since then, cognitive bias has been studied by academics in the fields of cognitive science, social psychology, behavioural economics and management. The pattern names have become familiar terms in organisational lexicons. Seven that are frequently seen in organisation design are shown in Figure 8.4.


FIGURE 8.4 Seven commonly seen cognitive biases
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Acknowledging that these biases exist helps individuals and organisations recognise the effect this might have on design processes and choices. The book Overcoming Cognitive Biases: Thinking More Clearly and Avoiding Manipulation by Others by E. Scott Fruehwald has useful suggestions on working to reduce the effects of bias.

Failing to learn

Well-structured organisation design work has review points built into its governance process. Even so, there are instances when mistakes are repeated and lessons are not learned.

The coronavirus pandemic has provided multiple lessons for organisation leaders and designers to learn from. At the time of writing it is not known whether there will be a fundamental sea-change in terms of new strategies and designs, but the pandemic has highlighted global, national and societal issues that all organisations have to get to grips with (see Chapter 5).

Sir Mark Lowcock, UN Under-Secretary-General for Humanitarian Affairs, put it well, in late 2020 when he said that “leaders should drive their organisations to be part of the solution and not contributing to the problems. I think the challenge for everybody is to go from an understanding that we all want the world to be fair, safe, and prosperous, to a deeper understanding of what that means in different places across the world. And from there to explore how their business can contribute to that goal. And there are a million possible choices. The hard work is in identifying what the right choices are.”8


Reflective questions: What are other barriers to collaborative organisation design? How can leaders of all types reduce these and maximise collaborative opportunities?




CASE STUDY 7

CTC: design of the critical infrastructure protection practice

CTC International, a publicly quoted company, was founded by Miles Huberman to offer IT consulting services. After two decades of steady growth, the company adopted a much more aggressive, primarily acquisition-based growth strategy. Six firms were acquired over the next five years, taking employee numbers from around 1,000 to 4,500 and annual revenue from US$312m to US$882m.

Each of the acquired companies had some expertise and leadership in infrastructure protection (one of the IT consulting services), but no overall leader of a specific infrastructure practice emerged within CTC. Therefore, the organisation as a whole did not benefit from the critical infrastructure protection (CIP) knowledge and skills of the individual firms. Customers were confused because the acquired organisations were reluctant to shed their pre-acquisition identities, continuing to refer to themselves by their original company name, and using their methodologies and operating according to their own philosophies and principles. As a result of this lack of coherence, CTC under-leveraged its CIP.

CTC was spurred into acting only when it unintentionally and unknowingly submitted two different proposals to a request from a potential client. The conflict was highly embarrassing and damaging to CTC’s reputation, so experts representing the parent company and each of the six acquisitions met to figure out how to work together in a more efficient and co-ordinated way. The immediate concern was to avoid such overlaps in the future, but the overall goals of the discussion were to provide clients with higher-quality work, win new business, develop business opportunities, increase revenues and strengthen the group’s reputation.

An initial stumbling block was determining who to invite to the meeting. There was no common definition for CIP, as people used a number of terms to describe work that fell broadly in the area. There was no way of searching employees’ CVs for key words that would pinpoint people with the relevant skills and experience. And few people knew others outside their own immediate network (which tended to be limited to their original company) who they could recommend.

However, informal networks, referrals and getting the word out enabled a list of people to be drawn up. They were sent a one-page outline of the current CIP situation, preliminary thoughts on what the future could look like and some reasons for working towards this. This caused a flurry of queries and comments that were coloured with a mixture of hostility, curiosity and appreciation for the effort to bring people together. It also flushed out a handful of people not on the list who felt they ought to have been.

The 36 people eventually invited from the parent company and the six acquired companies included a senior vice-president of CTC and 13 vice-presidents. Some invitees led programmes, projects, or business divisions/units, others were leaders by virtue of their specialist expertise or the reach of the organisational networks, and others had been identified as influencers. The organisers suggested that the outcome of this meeting would be agreement on the value that a CIP practice would bring to CTC and some principle around the design of such a practice (if it was agreed that it would bring organisational benefits).

The facilitator knew that participants had access to different sources of power; competing loyalties – to CTC, to their original company, which had been acquired by CTC, and to their clients; conflicts of individual interests at the personal and career levels and what each wanted as meeting outcomes; assorted ways of playing territorial games; and different cognitive biases.

In the conversation during a break, one of the vice-presidents remarked:


For me, one of the things I’ve already got from this meeting is growing my network. Even though I’ve been with CTC for 20 years and thought I knew everyone relevant to CIP, the introductions exposed some gaps. I don’t think I’ve kept up with who we got in the acquisitions. We’ve got far more expertise at our disposal than I was aware of. It’s certainly helped me think more carefully about ways of using our strengths more effectively.



Another agreed, saying:


I see the strengths as being a blend of policy, functional and technical expertise, which is geographically dispersed and covers a broad customer base. The challenge is knitting this into a recognised CIP practice if that’s an appropriate thing to do. It’s something I would like to see happen, and to be blunt, I’d like to head it.



Someone involved in influencer marketing observed:


CIP is a wide-open field of expanding opportunities and if we don’t get organised and co-ordinated as a company, someone else will market themselves and establish their brand of “CIP expert” with our customer base.



The business enterprise architect chimed in with the view that:


We are fractured in our organisation and don’t have any shared or repeatable CIP processes across CTC. The current lack of integration means that we approach CIP with “small hat thinking” based on the clients we had before we were acquired by CTC rather than with “big hat thinking” – aiming for the clients we should be targeting if we took a whole CTC view.



Someone else gave yet another view:


If we’re to learn from experience we need to get better at co-ordinating and sharing what we know on CIP – the good and the bad. When we’re writing client proposals, we don’t know what proposals have a CIP component because there isn’t a single point of entry, and beyond that it’s very difficult to find the right people to contribute to the proposal-writing effort because there’s no CIP rallying point, regular routine connection, or usable information to draw from. I’m all in favour of having some form of CIP organisation initially. It could be a loose confederation (there are lots of egos to contend with, so I don’t want to suggest anything that will provoke turf battles) with centralised co-ordination. I’d like to see a design that’s not too heavy on process but enough for me to be able to get the information I need to be able to write and deliver high-quality proposals to our clients.



Following the meeting, the facilitator reflected on some of the barriers to achieving the goal of designing a CIP practice:


It seemed to me that people clearly articulated the value of having a better way of doing CIP client work and this led to a number of actions being suggested, all based on the notion of some form of CIP practice. The acid test will be if people are willing and able to put resources into making something happen. All too often this sort of talk results in “strategic non-compliance” – that is, people agree to take action but are actually playing an invisible wall game – when people start to prevent progress that to their minds invades their territory, whether that is their business area, expertise or something else.

Here, we had in the room different types of leaders. My guess is that several of them are jockeying for the position of CIP “point person” although only one has come right out and declared his hand. This means that individually they’ll be using their various power sources to form a coalition to support their interest in being the CIP practice leader. This could be fine if they were all more transparent about declaring their ambition – it would help avoid some of the mud-slinging that goes on in these types of undercover power play situations. Outside this meeting, for example, I’ve heard some of them openly cast doubts on the abilities of some of their peers to take on the leadership role.

Even without individual interests being brought to bear, they’ll find it difficult to collaborate on forming a CIP practice while they’re also expected to compete in other arenas. The performance management system (both individually and organisationally) does not reinforce or reward the collaborative work which is required for designing a CIP practice. For example, the focus on billable time means that non-billable work – which this is – will take a much lower priority on their task lists than billable work.

Could a viable CIP practice be designed? Of course, and I’m optimistic that it will be. They’ve agreed an intention and they’ve started to get some principles around its design and they’re uncomfortable about a competitor company beating them into the CIP expert space. Remember Aesop’s fable: “On a hot, thirsty summer’s day a lion and a boar came to drink at a small spring. They started quarrelling over who should drink first and provoked each other to near mortal combat. But stopping for a moment to take breath, they looked round and saw vultures waiting to devour whichever of them was killed. The sight made them stop their quarrel. ‘It is better for us to be friends,’ they said, ‘than to be eaten by vultures.’”

My feeling is that within 12 months you’ll see a well-designed and highly performing CIP practice.





Reflections on the case study

This case illustrates leaders in an organisation starting to work on designing a new sphere of operation for the company. As is common in organisations, the design is being considered against a backdrop of many factors, including different vested interests in the proposed new CIP: some want to lead it, some want to guard their existing client relationships, and some want to develop its reputation and expertise in specific aspects of CIP. None of these is mutually exclusive in a final design. But the leaders are faced with the usual challenges of balancing the work of designing a new area with the demands of their consulting day jobs, which require them to maintain high levels of billable client work. The design process could highlight the various cognitive biases of the group, which could slow down or halt the intention to form a new CIP practice. Behind the scenes are the internal informal leaders and the other internal and external stakeholders who are likely to emerge as the design work proceeds. At this stage, to keep the design process flowing, the facilitator recommended several actions:


	▪   Putting together a smaller team to drive the design work (bearing certain considerations in mind). In most cases it is difficult to get agreed actions initiated and followed through if the team is bigger than six people. However, the six people have to form a balance of capability to work successfully. A group of six “shapers” and no “evaluators”, for example, will struggle to carry through the design.

	▪   Determining team operational processes, such as decision-making or conflict handling. Too frequently leaders foul up by having knee-jerk reactions, making intuitive decisions, getting heated, and so on. Having some simple processes or ground rules allows more considered discussions when the going gets hard.

	▪   Engaging the participants in open discussions about aspects generally relegated to the “too difficult” box. Even with established operational processes or ground rules it is worth setting aside time to reflect on the team process – sharing leadership, territorial games, power sources, cognitive biases and the capabilities team members need to collectively exhibit. Leaders have very different motivations, interests and expectations and it helps oil the wheels if people discuss their ways of approaching the task.



Tools for the case study

Understanding your territorial drive

Acknowledging the games people play to protect their territory helps stop the unco-operative and partisan behaviour that often accompanies organisation design work. One way of doing this is to use Table 8.4 as a framework for discussion.

BATNA

BATNA stands for best alternative to a negotiated agreement. A BATNA is critical to negotiation because a good decision about whether to accept a negotiated agreement can only be made when the alternatives are known. If the proposed agreement is better than the BATNA, accept it. If the agreement is not better than the BATNA, reopen negotiations. If the agreement cannot be improved, think about withdrawing from the negotiations and pursuing the alternative – though also consider the costs of doing that.

BATNAs are not always readily apparent but may be determined for any negotiation situation. Roger Fisher and William Ury outline a simple process for determining your BATNA:


	▪   develop a list of actions to conceivably take if no agreement is reached;

	▪   improve some of the more promising ideas;

	▪   convert them into practical options;

	▪   select, tentatively, the one option that seems best.



Complex situations require the consideration of a broader range of factors and possibilities. For example, a community in the US discovers that its water is being polluted by the discharges of a nearby factory. Community leaders first attempt to negotiate a clean-up plan with the company, but the business refuses to agree on a plan of action that satisfies the community. In such a case, what are the community’s options for trying to resolve this situation? They could:


	▪   sue the business based on stipulations of the Clean Water Act;

	▪   contact the Environmental Protection Agency and see what sort of authority the agency has in such a situation;

	▪   lobby the state legislature to develop and implement more stringent regulations on polluting factories;

	▪   wage a public education campaign and inform citizens of the problem. Such education could lead voters to support more environmentally minded candidates in the future who would support new laws to correct problems like this one.



In weighing these various options to see which is best, the community members must consider a variety of factors:


	▪   Which is most affordable and feasible?

	▪   Which will have the most impact in the shortest amount of time?

	▪   If they succeed in closing down the plant, how many people will lose their jobs?



These types of questions must be answered for each option before a BATNA can be determined in a complex environmental dispute such as this. Consider too the options available to the other side.

Third parties can help disputants accurately assess their BATNA through reality testing and costing. In reality testing, the third party helps clarify and ground each disputing party’s alternatives to agreement.

Summary

Specific knowledge about sources of power, territorial games, cognitive biases, the way informal and formal leaders interact and the barriers to collaborative working all help get to successful design implementation.

But this technical knowledge is not enough. Leading organisation design projects also takes guts and a great deal of awareness – of self and of others – to carry things through, keep on learning, admit fallibilities and biases, and deal with consequences.
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Culture


@NielsPflaeging Culture is like a shadow. You cannot change it, but it changes all the time. Culture is read-only.

Response from @davegray. @NielsPflaeging it’s easy to change a shadow! You change the thing casting the shadow. It’s the same with culture.



DISCUSSIONS AROUND CULTURE and organisation design are revealing: there are those who say culture is an input to organisation design and those who say it is the outcome of organisation design. There are those who say organisations have one culture and those who say organisations have multiple cultures. There are those who say leaders determine the culture and those who say they do not. There are those who say that culture is fixed and those who say that culture is ever-changing. There are those who say culture can be measured and those who say it cannot be measured. There are those who say that culture is behaviours and those who say that culture is more than behaviours. There are those who say culture starts from a blank sheet and those who say it draws from multiple cultures already present. There are those who say a “good” culture makes for high performance and productivity and those who say any culture can be high-performing and productive.

These differing statements, beliefs and opinions on organisation culture reveal the design challenges inherent in culture discussions. The one aspect that is common across all culture discussions is that it is a critical and important factor in business strategy execution and organisation design success. But can culture be intentionally “designed”, or can it only be gently shaped, nurtured and encouraged.

Of the six systems models compared in Table 2.1 only the Burke-Litwin model specifically includes the word “culture”, perhaps reflecting the challenges in thinking of it as a precisely designable element. Challenges relate to the fact that it is implicit, difficult to describe, socially construed and manifested in assumptions, norms, behaviours and expectations. Nevertheless, as Edgar Schein says in The Corporate Culture Survival Guide:1


Culture matters. It matters because decisions made without awareness of the operative cultural forces may have unanticipated and undesirable consequences.



Getting the cultural aspects of an organisation design right is much more like going on a journey in an unpredictable terrain. Ernest Shackleton’s expedition provides a useful example. He meticulously designed the type of organisation he needed to attain the goal of establishing a base on Antarctica’s Weddell Sea coast – he had failed twice before so had, hopefully, learned from experience.

He famously advertised for men to accompany him to the South Pole in 1914 on the ship Endurance, in a way that was rather different from the purpose statement of most organisation design projects:2


Men Wanted for Hazardous Journey, Small Wages, Bitter Cold, Long Months of Complete Darkness, Constant Danger, Safe Return Doubtful. Honour and Recognition in Case of Success.



In mid-trip the Endurance was trapped and ultimately crushed by ice, forcing the crew to abandon it and camp on a drifting ice floe. These circumstances necessitated a complete new organisation design, including a change of purpose. (Some would say at this point that their project had failed because it did not achieve the intended mission. However, it illustrates the point that what constitutes failure depends on context and an assessment of actual outcomes in relation to intended outcomes.) In the event and after many months of enduring staggeringly harsh conditions, the 28-man team under Shackleton’s leadership returned safely.

To achieve this took not just designing the explicit, hard organisational elements, but also ensuring a robust, well-functioning organisation culture. Schein offers a model of organisational culture at three distinct levels which makes it easier to gain awareness of the “operative cultural forces” that affect organisation design work and success (see Table 9.1).

TABLE 9.1 Three levels of culture







	Artifacts

	Visible structures and processes; observed behaviour (difficult to decipher)




	Espoused values

	Ideals, goals, aspirations; ideologies and rationalisations




	Tacit (underlying) assumptions

	Taken-for-granted, unconscious beliefs, values (highly determinative of behaviour, perception, feeling)





Source: E. H. Schein and P. A. Schein, Corporate Culture Survival Guide, 2019

Shackleton’s story illustrates each of these. At the artefact level, Shackleton created schedules for the crew on the ice-locked ship, giving them specific tasks and things to do, working with them to help them manage their time including requiring all the men to start spending an hour after supper in the evening socialising in the state room. He always had the next move ready – but not all future moves. He and his crew followed a step-by-step emergent plan, which essentially established structures, systems and processes.

As things got tougher and they were out camping on the ice waiting for better weather, the systems, structures and processes were maintained: the crew got up, went through a daily duty roster, kept the tents clean and neat, and ate and socialised.

At the espoused values level, at least two strands are evident. First the crew were recruited on their responses to the advert. Shackleton’s hiring process ensured he had crew members who were up to the challenge, knew what they were letting themselves in for, and had the temperament to cope with whatever happened. They were not recruited only for their expertise (for example, photographer), but for what values they appeared to hold. Additionally, they were recruited on the basis of what he judged would be their ability to work together well. The artefacts of recruitment also helped shape the culture.

The second strand is that Shackleton himself espoused the values he wanted the culture to reflect. Once the ship sank, he allowed no room for doubt that the crew would get home. He conveyed public and consistent certainty and optimism (though privately he was not always so optimistic). Shackleton knew what culture, values and behaviours he had to keep encouraging in his crew and through his role modelling did so – to the extent that when he decided to make a return trip in the 1920s several of the crew volunteered to go again with him.

At the level of tacit assumptions, things were not quite as simple. Shackleton’s own report of the trip mentions only the positive aspects of these: friendly football games on the ice, and so on. However, Kelly Tyler-Lewis, writing about the expedition’s base-camp party (members of whom did not accompany Shackleton’s team), suggests a less rosy picture:3


Shackleton’s lack of clarity about the chain of command pitted Mackintosh, [base camp leader] against his subordinate, Ernest Joyce. “I have never in my experience come across such an idiot in charge of men!” Joyce wrote, while refraining from outright mutiny.



Shackleton himself kept a close eye on some of the crew members who he thought doubted the team’s ability to survive, and who he felt might sabotage the efforts to keep going come what may. For example, in the last phase of the expedition once the ship went down, he shared his tent with those who doubted because he did not want them to sow their doubt and disillusionment among the others. Similarly, when he assembled a small crew to row to get help, he took the same doubters with him as part of that group.


Reflective question: In organisation design work, what is the value of thinking about culture at the three levels of artefacts, espoused values and tacit assumptions?



Reading the more detailed stories of the expedition highlights the difficulties of designing organisation culture, as random human interactions mean that is in constant movement. These interactions are embedded simultaneously in not one, but three, key cultural contexts, each with their own artefacts, espoused values and tacit assumptions related to:


	▪   A national culture;

	▪   An occupational culture e.g. accountancy or software development (which can be internal/external, or both);

	▪   A social culture e.g. a shared interest group or a friends’ network (which can be internal/external, or both).



The way in which these interactions take place across the organisation and the extent to which they can and cannot be shaped, are significant factors in an organisation’s culture.

National culture

Patrick Collison, co-founder of Stripe, an Irish-American financial services and software service company mentions three aspects of his Irish background and Irish culture that shape his thinking on Stripe and its culture:4


Ireland is very outward looking … that’s certainly influenced Stripe in the sense that we really are all trying to emphasise the imperative and the potential of globalisation. The Irish experience is very much one of seeing it as an almost wholly unalloyed good.

Ireland has had very high rates of immigration, particularly post the expansion of the EU in 2004 … an appreciation for borders that are more open, or more openness to immigrants, more facilitation of opportunity, things like that, again, I think that really is the Irish experience.

More softly, I guess, Irish culture places a lot of importance on just a kind of warmth… There’s a particular tenor to interpersonal dynamics and trying to have other people enjoy themselves and be at ease and have a good conversation … that’s something that’s influenced us somewhat at Stripe, where we want Stripe to be a warm place.



In Collison’s statements the three levels of culture are evident – here showing at a national level: the artefacts are systems and processes that allow for high rates of immigration; the espoused values are that globalisation and open borders are good; and the tacit assumptions are around warmth, interpersonal dynamics and helping people feel at ease.

Many other aspects of national culture shape organisational culture. Language is one. In 2020, the arrival of the coronavirus pandemic brought an influx of new words indicating dramatic cultural shifts, as Oxford Languages reported:5


In a short period of time specialist epidemiological and medical vocabulary entered everyday discourse, such as the R number and community transmission. Public health initiatives rapidly inserted new or unfamiliar terms (lockdown, social distancing, self-isolation) into not just our language but our lives, drastically altering our behaviours – public, private, and professional – in ways inconceivable in almost any other circumstances. Trending cultural and social expressions typified the realities of the new normal: doomscrolling (the action of continuing to scroll through and read content on social media that is depressing or worrying), and in-person (such as in-person worship, in-person voting, etc.), expressed poignantly one of the language changes brought on by the pandemic, as previous assumptions inherent in words now need to be made more explicit.



These national societal changes reflected in language use were matched in organisation design work. An example is at the artefact level, the need to develop remote-working policies and protocols, and learn how to manage fluctuating workforce numbers as employees had to self-isolate or fell ill. At the espoused values level, many employers developed wide-ranging health and well-being programmes to help staff manage their lives. And at the tacit assumptions level, workforce members’ unconscious attitudes to contagion had to be factored into workplace design and working practices as people returned to face-to-face working.

National politics is another external cultural factor that impacts the culture of organisations. For example, in 2021 China’s tech firms reportedly started testing software that allows them to continue to track iPhone users in spite of Apple’s iOS 14 privacy update, which forbids apps from gathering user data unless they have been granted explicit consent to be tracked. In this example, the artefacts of tracking and tracking “ownership” are evident, as are the espoused values on whether or not tracking should be allowed – in this instance a national government at odds with a tech company – and the multiple and varied tacit assumptions around tracking which are also in play.

Discussing the interplay of governmental and organisational cultural attitudes to tracking, in her book The Age of Surveillance Capitalism, author and professor emerita at Harvard Business School Shoshana Zuboff warns that citizens are blasé about the ways high-tech giants exploit their personal data, mining users’ information to predict and shape their behaviour.

The fact that there are also external factors at play means that it can be difficult for organisation leaders to change their culture from within. Organisation culture change – or redesign – is always subject to uncontrollable factors in the external context.

Occupational culture

Within most organisations there are groups of people from similar disciplines. Often they identify as belonging to a “job family”, a grouping of jobs related by common role content that requires similar knowledge, skills and abilities. Typically, the job family will have a fairly clear career path and pay structure that differs from that of another job family. Job families can involve a functional grouping (such as finance or sales) or a generic grouping (such as admin or management).

These groupings form “cultural islands” within an organisation and members of these groups sometimes feel more affiliation to their occupation than to the organisation that employs them. This is evident in the UK Civil Service, which is made up of 28 professions, from communicators and engineers, to procurement managers and lawyers. Each is led by a head of profession and each has developed its own competency framework. This has created some turnover issues in the Civil Service as employees move across government departments to progress their professional career path, rather than opt for staying with a department to maintain stability, seeing things through and contributing to a strong knowledge pool.

Again, the three levels of culture are seen in occupational contexts – artefacts are evident through membership of a professional body, specific competence frameworks and pay levels. Espoused values are voiced that bridge all professions. The UK Civil Service states:

“As we’re accountable to the public we need to meet the highest possible standards in all that we do. We aim to have:


	▪   integrity: putting the obligations of public service above personal interests;

	▪   honesty: being truthful and open;

	▪   objectivity: basing advice and decisions on rigorous analysis of the evidence;

	▪   impartiality: acting solely according to the merits of the case and serving governments of different political parties equally well.”



Yet the tacit and underlying assumptions in the Civil Service, again across all professions, are revealed in a research report on the high turnover of senior civil servants recruited from outside. It found that “rather than embrace different skills and styles, the Civil Service works to bring people into line, a place where people will talk positively about bringing in external expertise, but then do everything in their power to kill fresh thinking”. In fact, “all the expectations are that new people have to adopt the existing culture, this reflects a lack of interest and complacency that the Civil Service cannot learn from others except for specific skills”, rather than “exploit the differences in approach that were the key reason for making an external appointment”.6

Another example of occupational cultures comes from a report “Culture First: how marketing effectiveness works in practice”7 that talks about the corrosive silos between marketing, financial and commercial colleagues. It offers several reasons for this, including the use of marketing terminology that is not easily understood by other disciplines, as well as competing interests and objectives between disciplines, for example on decisions related to marketing investment. The artefacts exist in the language of marketing and its systems and processes, the espoused values of all three disciplines discussed included good customer service, and the tacit assumptions revolved around what good customer service meant in practice, how good investment decisions are made, where good investment lies, and how language use served to stoke difficulties.

Social culture

The informal networks of connections among employees create culture. Over time it becomes a complex system of shared beliefs and behaviours, continually evolving to reflect the organisation’s shared experience. These connections cut across national and occupational networks, extending into shared interests or simply friendships.

On shared interests, as an example, many organisations have running groups. The 2019 London event of the J P Morgan Corporate Challenge – a 3.5-mile (5.63 km) race series – attracted huge teams: HSBC had the largest gathering with 850, followed by PwC (529), Barclays (404), Citi (371) and NatWest (351).

BlackRock’s team co-ordinator recognises the value of the social connections generated through this type of activity. “The J.P. Morgan Corporate Challenge provides a great forum for BlackRock colleagues to meet and get active collectively. This is particularly important given the depth of BlackRock’s business, as colleagues from a variety of areas who do not interact daily get to know each other in a fun and energetic environment.”8

These organisational interest groups not only meet face to face, in the running example, for training and group runs, but also meet on Slack, Teams, WhatsApp or similar platforms, using organisational and social media technologies to help build the network and foster community camaraderie.

Additionally, many of the runners competing under their organisation’s banner are also runners in their local communities – belonging to clubs and groups there, thus extending the community of interest outside the organisation.

Specific shared interest groups are not the only form of creating organisational culture. There are people who simply become friends through chance encounters at work. In whatever way the interactions form and evolve the informal networks created from these interactions have a profound, but often overlooked, influence on organisational culture. Again, these networks extend out of the organisation and into the external world and from the external world into the organisation.

For many people and communities, the coronavirus pandemic wiped out the ability to meet socially and face-to-face for an extended period. Continuing the running example, the 2020 J.P. Morgan Corporate Challenge moved to a virtual race in which registered participants ran or walked their own 3.5 mi / 5.6 km course, within a window of time, without teammates or crowds and respecting social distancing guidelines. Learning how to generate community in this very different world shifted societal and organisational culture in ways not yet fully revealed at the time of writing (2021).

Similarly, the pandemic impacted roles that were previously workplace based but then moved to remote working. Employees in this situation found they had to rapidly adapt to the new mode. Without the ability to interface, network, schmooze and even chat idly about the weather, many started to feel adrift during this period of indefinite remote working, especially at larger companies with more diffuse networks or if they were recent joiners to the organisation.

Part of the traditional employee experience is sharing physical space, which creates an energy and presence that is lacking in technology mediated interactions, which make it much harder to connect at a personal level. Younger workers found it even harder than older workers. A mid-2020 survey carried out in the US found that Gen Z (born between 1997 and 2012/15) were three times more likely to have sought help for mental health issues such as stress and burnout than their more seasoned counterparts.9

However, there were those who, from the start, appreciated the benefits of being able to work from any location and not commute. And there were also those who gradually adapted their ideas of how different modes of working contribute to their lives. As the pandemic progressed, organisations too became more adept and adaptive at providing the technologies and support that foster community and networking when remote working. Thus, the pandemic has accelerated trends that are likely to persist to varying degrees in the longer term, with different implications for work.

With the knowledge that remote working was feasible for many office-based workers and did not negatively impact productivity, came suggestions that hybrid working patterns would become common, with these employees working from home a percentage of their time and in a workplace a percentage of their time. Related to hybrid working patterns came challenges to traditional 09:00 – 17:00 set hours contracts – the prevailing view being that contracts should focus on agreed outcomes and not on hours worked.

Coronavirus-related adaptations impacted not only office-based roles, but also proximity-based roles. Examples are roles with on-site customer interaction, including in retail, banks, post offices, medical care, personal care, leisure, travel and hospitality/food service. Many of these roles are being transformed as aspects of them are automated to reduce the health risks arising from physical proximity and workplace density.

Telehealth and telemedicine is one arena that showed a huge acceleration in uptake, from 11% of Americans using telehealth in 2019 to 46% in 2020. What enabled this leap was the way providers moved very quickly to introduce or extend their use of the technologies, and then redesign to take advantage of its potential. The result was that 2020 saw health providers seeing 50 to 175 times the number of patients via telehealth than they did in 2019.10

Changes to working practices on the scale induced by the pandemic affect social interactions and informal networks at the three levels of the artefact, espoused values and tacit assumptions.

The pandemic impacted many of the artefacts of social interaction as face-to-face, sometimes random, sometimes planned real-time social interactions transformed to virtual and often asynchronous forums for meeting. This had both positive and negative effects.

A positive development was that people were able to extend their networks, develop new friendships and participate in communities online. For real-time interactions this was facilitated by rapid rollouts of technology enhancements. Zoom, for example, made its platform seamless and easy for anyone to use with features including video tiles arranged in a visually pleasing way, the ability to take polls, chat, ask questions, raise hands, write on a digital whiteboard and react with emojis.

On the negative side, where meet-ups were face-to-face they were constrained by social distancing and face mask wearing, the latter causing particular difficulties in picking up social cues of facial expressions, lip reading and hearing speech clearly.

Zoom and similar platforms are no substitute for face-to-face interactions. Nevertheless, the lessons people have learned from using them during the pandemic mean that their use will continue as their features get more sophisticated and hybrid working gains ground. These shifts in the artefacts of social context have organisation design and culture consequences.

The value of being part of strong and supportive networks and communities, at work or in life generally, is a value espoused by most people. Holding this value is endorsed by researchers who are clear that having these networks fosters emotional, psychological and physical health and is a vitally important component of adult life.

Gallup, an American analytics and advisory company, found that “Individuals who strongly agree they have a best friend at work are 37% more likely to report that someone at work encourages their development, 28% more likely to report that someone at work has talked to them about their progress in the last six months, and 27% more likely to report that their opinions seem to count at work than those who say they have simply ‘a friend’.”11

Designing organisations in a way that encourages constructive social networks to develop helps forge a healthy culture. But there can be a dark side to online social interactions that can create a toxic culture. The number of legal cases involving bullying and harassment via messaging tools is growing and there is evidence that using such technology is featuring in grievances and disputes. This argues for designing policies and processes that make clear how chat groups should be used in order to support an employer’s ability to deal with any infringements fairly and lawfully.

The way online messaging is used in group conversations exposes some of the tacit assumptions of social context, reflecting some people’s view that blurring the lines between work and social communication is both happening and is acceptable and that behaviour that might be considered inappropriate in face-to-face communication is appropriate in online communication.

If workplace groups are run on personal phones, any issues become more challenging to deal with than if they are on phones owned by the organisation. In the UK, work-related inappropriate comments or bad behaviour on personal phones shifts the onus for tackling this to individual workers who then need to provide their employer with sufficient grounds to investigate. This means designing organisational systems processes and support that will encourage a “speak up” culture and behaviour.


Reflective question: What is the value, in organisation design work, of thinking about culture in national, occupational and social contexts?



Designing organisational culture

The discussion so far illustrates the complexity of organisational culture. It is not a monolithic “thing” that can be neatly labelled, easily manipulated, managed or fostered by champions. It exists at many levels. It reflects differently in various units of the organisation and it is experienced differently by people both inside and outside the organisation. Thus, it is not “designable” in the way that it is possible to draw up a product or service or structure. However, that is not to say that a “design-lite” shaping or encouraging it in certain directions is impossible; it is just extremely hard and the outcome may not be the desired one.

Seven conditions govern possibilities for designing and shaping of the culture. There must be:


	1.  Good reasons for changing the culture;

	2.  Strongly shared principles and values;

	3.  Capability to align organisational elements;

	4.  Obvious leadership commitment;

	5.  Recognition of what degree of change is possible;

	6.  Acceptance that culture change takes time;

	7.  Acknowledgement that it is impossible to measure culture. At best, any measures are useful indicators that help determine a course of action.



If these conditions are in place, then there are many ways to shape organisational culture. These are not mutually exclusive and include:


	▪   Starting with a question that asks about culture specifics;

	▪   Having leadership clarity on desired/required cultural attributes;

	▪   Trying out the Culture Design Canvas© (discussed in the next section);

	▪   Considering the culture web (also discussed in the next section);

	▪   Observing how networks create culture;

	▪   Introducing systems that shape the culture.



Starting with a question that asks about culture specifics

Edgar Schein, a former professor at the MIT Sloan School of Management and Peter Schein, a strategy consultant in Silicon Valley, describe organisational culture as “the multi-faceted learned structure and practice of the people who lead and the people who follow, people who work together and build a history that shapes the future”.

They see the action of trying to design or change the culture as one that “must be seen as an intertwined complex dance of iterative, inclusive, adaptive, non-linear steps in 360°, top-down, bottom-up, and edge-to-edge”.12

In practice, that means being very clear and specific about what it is in the culture that is “wrong”. This means beginning by asking the question, “given that culture is the past, present and future of the whole system, what specifically needs changing; what, if anything, is wrong and where; what is upsetting or disconfirming; what would you like to see different tomorrow in this fluid, dynamic system?”

As an example, Ursula Burns, former CEO of Xerox and the first African-American woman to run a Fortune 500 company, notes that many organisations espouse the values of diversity and inclusion. However, as she points out, the number of women, African-Americans, and other ethnic groups on organisational boards of directors is dismally low.

Burns states very clearly that this aspect of organisation design and culture needs changing. She would like to see much more diversity on boards and is firm that the only way to get this shift is through quotas. She reports, “I was dead set against quotas, but now I think quotas are absolutely, positively acceptable. They’re the punishment that you get when you don’t do the right thing by yourself. We can’t sit back and continue to convince ourselves that there is no competitive reason, no societal reason (to be inclusive). It’s a losing argument plain and simple.”13

In this example, the specific culture change required is around board diversity. The artefact for this culture change is quotas: they force the acknowledgement that the values of diversity and inclusion have been espoused only and not lived in practice. The intent is that by introducing quotas there will be a gradual shift in attitudes and assumptions around board memberships and a recognition of the value of having a diverse and inclusive board.

This specific change was enacted in the state of California, which passed the Women on Boards law, requiring public companies to include at least one woman on their boards by the end of 2019. Following this, the number of corporate boards that were all male dropped to 3%, down from about 30% in 2018. According to data from the California Partners Project, an organisation that champions gender equity across the state of California, this happened despite leaders assuming that there was too little female talent in the pipeline.14

When women are appointed to corporate boards things shift. Research finds that companies that have women members on their boards:


	▪   Have greater renewable energy consumption;

	▪   Curb excessive risk-taking by men;

	▪   Initiate less M&A activity;

	▪   Become more caring and ethically sensitive;

	▪   Improve an organisation’s reputation;

	▪   Decrease the incidence of corporate fraud;

	▪   Improve earnings quality;

	▪   Decrease corporate tax aggressiveness;

	▪   Are less likely to downsize their workforce;

	▪   Have a more significant philanthropic response to victims of natural disasters.



All these aspects could have a seeping effect that changes longstanding tacit cultural assumptions about women on boards and in the workplace and also on aspects of the organisation’s design. For example, there may be more action to initiate or increase support of the UN’s Sustainable Development Goals.

In September 2020 California signed into state law a bill requiring public companies to appoint members from under-represented communities. In 2022, it will become statutory for boards with four to nine people to have at least two members from an underrepresented community and boards with nine or more people to have at least three. Companies that do not comply could face stiff fines.

This artefact of a legal requirement has the effect of forcing compliance with what most organisations hold as an espoused value – diversity and inclusion. Whether these laws will have the effect of changing related tacit assumptions is not yet known. It is relatively easy to introduce artefacts in order to get compliance around espoused values, but this does not necessarily result in changed tacit assumptions.


Reflective questions: How is the issue of quotas related to organisational culture? Or is it?



Having leadership clarity on desired/required cultural attributes

Company founders are not all like Patrick Collison, who thought clearly about the culture he wanted to build when he co-founded Stripe in 2010. From the start, he wanted to build an organisation culture that fostered in people a rigour and clarity of thought. He wanted to engender a hungry, wilful culture where people are determined to achieve. And integral to that, he wanted a warm culture, where the workforce desires to make people around them better off.

Startup organisations have an advantage over established organisations in that founders can develop the culture they are interested in – through careful recruitment of people who subscribe to the behaviours inherent in the desired culture.

Reed Hastings, who founded Netflix in 1997, is clear on this, saying: “You need a strong culture to build a company that will scale beyond the early days of startup. And strong company cultures only emerge when every employee feels they own the culture from day one.”15

As organisations grow, the scale-up tends to render the link between the founder’s cultural wishes and the actual culture weaker, as the networks interact, the context changes, the purpose and strategies shift, and leaders are more remote from the day-to-day workplace.

Travis Kalanick’s leadership of Uber – the company he founded in 2009 – is another example of the role of leaders in setting the tone of the culture. He stepped down as CEO in 2017, amid a crisis over the company’s culture that provided a prime example of culture gone wrong.

An independent investigation found a workplace culture that included sexual harassment and discrimination, and suggested that Kalanick permitted abusive, excessive and exclusionary behaviour in his drive to make Uber the world’s dominant ride-hailing service.

Changing a culture can be more problematic for leaders than establishing one. Satya Nadella became CEO of Microsoft, which had been founded in 1975, in 2014. As an insider, Nadella knew that the culture was inflexible and rigid, with an infamous “stack-ranking” performance management system that pitted employees against each other every six months. When he took the helm, he was determined to change this.

For Nadella, the CEO is the curator of an organisation’s culture. He says, “anything is possible for a company when its culture is about listening, learning and harnessing individual passions and talents to the company’s mission. Creating that kind of culture is my chief job as CEO. The culture change I wanted was centred on delivering a growth mindset, to be customer-obsessed, diverse, and inclusive, and working as One Microsoft to get us there.” He wanted to design a culture centred on “the belief that everyone can grow and develop; potential is nurtured, not predetermined; and anyone can change their mindset”. They would shift from being “know-it-alls” to “learn-it-alls”. Four years later, in 2018, when asked how the culture change was going, he said, “my response is very eastern: We’re making great progress, but we should never be done.”16

The three actions that Collison, Hastings, and Nadella all took to building a strong and healthy organisational culture are:


	▪   Engendering commitment to the desired culture from all members of the workforce;

	▪   As CEO, embodying and demonstrating the behaviours and attitudes of the desired culture;

	▪   Committing to making conscious and continuous efforts to develop and sustain a desire culture.



(One could argue that Kalanick also took these actions but from a different stance).

However, growing and/or changing culture cannot be done simply by these three leadership actions. Culture change has to be reinforced by supportive well-designed systems and processes, such as recruitment, reward, career development, learning pathways – that make it clear what cultural behaviours and attitudes will and will not be tolerated.

Trying out a culture design canvas©17

“Canvases” have become increasingly popular organisation design and development tools. They are templates to be used in group conversations and workshops to encourage multiple perspectives about the topic to be shared and worked on.

Canvases come in many “flavours”, including the business model canvas, the operating model canvas, the stakeholder canvas, the lean canvas and the charity canvas. The culture design canvas follows the same principles as these others (see Figure 9.1).

Using the culture design canvas helps with assessing aspects of the current culture, outlining a desired culture, or evolving an existing culture.


FIGURE 9.1 Culture Design Canvas©
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Source: www.fearlessculture.design


It has ten “building blocks” categorised by three different culture lenses: core culture, emotional culture and functional culture.


	▪   The core culture explores what the organisation stands for, what its purpose is, what its values are, what it values in terms of behaviours, what its priorities are, what impact it wants to create in society, in the marketplace, and on employees and other stakeholders.

	▪   The emotional culture explores rituals, feedback and psychological safety, asking questions such as: What does (or could) encourage everyone to speak up? How do (or could) teams promote participation and candour over groupthink or silence? How do (or could) employees help each other learn and grow? What are our peculiar/particular ways of starting, managing, or celebrating projects and routine work?

	▪   The functional culture explores questions such as: How is (or could be) authority shared? What methods are (or could be) used to make decisions? What form do our meetings take and what form could they take? How does (or could) collaboration and knowledge sharing happen? How are (or could be) expected behaviours clarified without hindering autonomy?



Because an organisation is not one monolithic culture, using culture design canvases with different teams, department and levels and then “reading across” them can:


	▪   help shed light on local cultures;

	▪   identify cultural strengths, tensions or contradictions;

	▪   offer insights on what is working in the culture(s) and what is not;

	▪   identify culture change and shaping opportunities.



The canvas helps to explore the proposition that culture is dynamic and emergent and that it comprises artefacts, espoused values and tacit assumptions. These different aspects emerge in the discussion accompanying the work of “filling in” the template.

Considering the culture web

A similar tool to the culture design canvas is the Johnson and Scholes culture web (see Figure 9.2).

The tool enables the exploration of organisational culture via six cultural influences around a central paradigm. The paradigm is the core beliefs, values, purpose and motivation of the organisation.

The six cultural influences are:


FIGURE 9.2 Johnson and Scholes culture web
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	▪   The rituals and routines are the daily behaviour and actions of people that signal acceptable behaviour. This determines what is expected to happen in given situations and what is valued by management. They represent what is taken for granted in an organisation. Identifying what is taken for granted can be a useful way of questioning what is normally rarely questioned. If no one ever questions what is taken for granted then, inevitably, change will be difficult.

	▪   The stories are the past events and people talked about inside and outside the company. Who and what the company chooses to venerate says a great deal about what it values and perceives as great behaviour.

	▪   The symbols include the visual representations of the company including logos, lanyards people wear, how plush the offices are, and the formal or informal dress code.

	▪   The power structures include the formal and informal leaders who wield real organisational power. These are the people or groups that have the greatest amount of influence on decisions, operations and strategic direction.

	▪   The organisational structures include the relationships defined by the organisation chart, and also the systems and processes that structure the way work is done and people interact.

	▪   The control systems include the ways that the organisation is controlled and governed by financial systems, quality systems and rewards (including the way they are measured and distributed within the organisation).



As with the culture design canvas, the culture web is best used as a discussion tool in workshops with teams, business units or a cross section of the organisation.

The chapter “Learning to Love your Corporate Culture” in the book Liar’s Poker by Michael Lewis, describing his life as a trainee trader at Salomon Brothers (once seen as one of the elite multinational investment banks) in the 1980s, brilliantly illustrates each of the facets of the culture web in riveting prose. For example, Lewis talks about his first weeks there on a training course:


The [training] materials were the least significant aspect of our training. The relevant bits … were the war stories, the passing on of the oral tradition of Salomon Brothers. Over three months leading salesmen, traders, and financiers shared their experiences with the class. They trafficked in unrefined street wisdom: how money travels round the world (any way it wants), how a trader feels and behaves (any way he wants), and how to schmooze a customer.



Observing how networks create culture

Organisational network analysis (ONA) is a method of mapping patterns of collaboration in an organisation, providing an “under the skin” view of organisational networks. It shows, for example, “where people are separated by silos or isolated at the periphery of the organisation, where teams are insular or outward-reaching, and which individuals are at risk of burning out due to over-collaboration. ONA data also can be combined with surveys that gather employee attitudes and beliefs about cultural values. The result is a systematic view of an organisation’s pattern of influence, values, and behaviour that would otherwise not be visible.”18

What it clearly highlights is the role that people beyond leaders play in influencing organisational cultures through informal channels and interactions. Figure 9.3 shows the data from a 1,100 person business unit in a manufacturing organisation. The top 50 hierarchical leaders, (darker bar) are fairly well connected at the top of the organisation but much less so at the bottom levels. Notably, the 50 top cultural influencers (lighter bar) have limited reach into the senior levels but many more at lower levels. Their total reach, at 60% of the total organisation, is almost twice as great as that of the senior leaders (31%), with a much higher impact on actual day-to-day change. This illustrates the point made in the previous chapter that formal leaders, may think they know who the informal leaders are but this is not the case.


FIGURE 9.3 Formal versus informal cultural influence
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Source: Connected Commons


ONA mapping provides deep insight into the networks influencing organisational culture. It makes clear that leaders interested in the culture of their organisation, whether to change it, reinforce it, or see it naturally evolve, must be curious about and sensitive to the informal networks and subnetworks. They need to be willing to involve the network influencers in discussions on the culture, people’s experiences of it and the way it shifts in response to context changes.

Introducing systems that shape the culture

Systems act to shape behaviour, which in turn influences culture. It works the other way too: cultures enable systems to work better or, conversely, causes it to function less well.

One example of the culture/systems interaction is stack ranking. This is a performance management system that, on an annual basis, differentiates high-performing employees from low-performing employees by ranking individual employees relatively against their co-workers in order to reward top-tier performers, while identifying and weeding out low performers.

Although still used in some organisations, many have abandoned the method on the basis that it forces competitive behaviour, demoralises employees and is a judgement at a moment in time. Its critics claim that it fosters a culture that is individualistic, low on engagement and short term in thinking.

In the case of stack ranking, a shift in societal cultures on work-life balance, diversity and inclusion, inequalities and changing demographics of workforce members influenced thinking on stack ranking systems.

It is particularly telling that GE – the originator, under Jack Welch, of the stack ranking system – was one of the first of many to abandon it in 2015. Susan Peters, Head of HR at the time, said of it:19


The world isn’t really on an annual cycle anymore for anything. I think some of it to be really honest is millennial based. It’s the way millennials are used to working and getting feedback, which is more frequent, faster, mobile-enabled, so there were multiple drivers that said it’s time to make this big change.



Recruitment systems that select people with particular characteristics are likewise used to shape a culture. Reed Hastings describes the lessons that he learned from Pure Software – a company he founded prior to Netflix:20


Well, the mistake in Pure was that every time we had a significant error – a sales call didn’t go well, a bug in the code – we tried to think about it in terms of what systems could we put in place to ensure that this doesn’t happen again, and thereby improving the company?

And what we failed to understand is by dummy-proofing all the systems, that we would have a system where only dummies wanted to work there, which was exactly what happened. And so the average intellectual level fell, and then the market changed and we were unable to adapt to it, because we had a bunch of people who valued following the process rather than the first-principle thinking. Pure Software couldn’t adapt because they had the wrong employees, and they had the wrong employees because of management decisions that explicitly selected for those employees.



Similarly, control systems shape culture – expenses management systems are an example. Netflix opted to implement a limitless expense policy without spending restrictions, rules, reporting, or tracking their employees’ expenses. All Netflix asks of its employees is to: “act as if the company’s money were their own”, in order to treat their people like adults and encourage them to use their judgment to spend beneficially for the company. This reflects a congruence with the culture of trust and empowerment that Netflix aims for.

Systems and cultures interact in subtle ways that are unpredictable, and often new systems are introduced without enough thought being given to the way the system may influence the culture and vice versa. There may be unintended consequences (cultural and otherwise) if too little testing and reflection to assess potential cultural impact and interaction goes into introducing a new system.


Reflective question: How far is it possible to design or change organisational culture using one, or a combination of the methods discussed?




CASE STUDY 8

Management of roles and conflicts

Enterpriseaccess.org is the official business link to a major Western country’s government, and is managed by the Department of Enterprise in a partnership with more than 20 other government departments. This partnership, known as Enterprise Access, is an initiative that provides a single access point to government services and information to help the country’s businesses with their operations.

Enterprise Access initially focused on starting, growing and financing small businesses. More recently, users said they needed help in complying with government regulations, a need that was not being met by any other government programme. To meet that need Enterprise Access was relaunched to provide a one-stop compliance assistance shop for businesses. It held over 20,000 compliance-related documents from 94 government websites, and for the first-time businesses were able to go to a single website for all their compliance assistance resources. One business owner reported:


It’s a real breakthrough. I’ve browsed the site and already I can see it’s going to save me hours of time and a lot of money. The maze of stuff I have to submit to comply is a nightmare and I was never sure if I got it right. The burden has almost put me out of business, but with this resource and the way it’s organised I don’t have to know which of the 90 or more departments to contact, or navigate millions of documents returned from general web directories and search engines.



The team behind the portal’s new look comprised Enterprise Agency staff and external consultants, and the project had not gone smoothly. Malcolm Silcock, the programme manager, said:


Quite honestly this has been a difficult project. On the client side, we’ve had five changes in the client we reported to, the government stakeholders have been inconsistent and unreliable, we’ve had to handle a lot of budget unknowns because the funding comes from the 20 partnering departments which all have the option to withdraw funding. On our side, our company was acquired, which has led to team turnover with all that entails, and we weren’t sure for almost a year precisely what the project aimed to achieve, which caused a lot of tension and in-fighting.

I clearly remember the day when we had everyone together and finally nailed the direction. It was a real turning point. People stopped blaming each other for hold-ups and there was a reduction in gossip and emotional responses. Other issues remained unresolved, but once we had a common goal we became motivated. We started to say “let’s do this together”, instead of “this is never going to work”. I’m really proud that we’ve achieved the first goal of getting the site renewed and relaunched. Now our task is to drive traffic to the site and give the users good reasons for returning. In a year from now I’d like to be seeing an extended user base and hearing success stories that they put down to the site’s content and ease of use.



To recalibrate the project (starting again but from where the company was then) and set the tone for the next phase, Silcock decided to run a one-day workshop:


What I’d like to come out of it is that we have a common view of what the current situation is, what we would like to achieve in the coming year, and what kind of culture we would like to be working in.

To do this we need to agree why we should bother working towards a common view – what’s in it for all the players? Of course, it can’t be just a talking shop, we also need to draft a high-level plan of what work has to be done together and how we will do it, with a timeline and critical milestones so we’re in a better position to respond as the situation changes.



Silcock and the facilitator he brought in to orchestrate the day carefully designed it using the Culture Web as the discussion vehicle. The opening session included activities related to the various facets of the Culture Web (including “tell each other a story about the team; how are decisions made?”).

What surprised participants was their realisation that they had successfully met their target because, for the most part, once they had an agreed direction they had managed to achieve an open team culture where they shared information, sought creative solutions to issues and valued the diversity in the team.

The morning progressed in a similar vein, and the client manager reported:


My eyes were really opened when we did that story telling activity. It made me see more clearly that people are wired differently and that we could use this diversity more effectively. In the discussion we had about some of the conflicts we’d had I could see that a lot of it was probably due to people trying to place their standards on others. Also, we’d been under very tight time pressures to get the software right and didn’t take time to have face-to-face discussions. Had we done that we probably would have identified the root problems and solved these rather than arguing about the symptoms we had to deal with.



The exercise on control and power led to other insights. The software architect said:


What I enjoyed hearing was not just the range and level of achievements we’d had but the discussion around what made these possible. It pulled out the reasons why we were successful in some aspects and suggested that if we applied similar approaches in those cases where we’d had difficulties things might have worked out differently.

For example, I remember a tremendous blow-up in the early stages when the technical solution failed on all counts – I don’t think we realised that some of what happened was due to our not defining our terms properly. There was frustration because some of our partners felt their territory was being encroached on, and we worried too much about trying to hide our problems from the client rather than sharing openly and honestly what was going on.

The client, who was our point of contact at that stage, was difficult too. To protect ourselves we felt obliged to hide all the issues from him as he couldn’t cope with anything but good news. This led to all kinds of complications which, with the current client manager, we simply don’t have. Her view is that an unhealthy culture develops if people can’t express openly what’s going on.



The afternoon session focused on the practicalities of drafting a high-level plan, and again to the surprise of some of the participants the session ran smoothly. It began with the facilitator reminding people of some of the cultural attributes for group success that participants had identified in the morning: listening carefully before responding; sticking to the issues in hand; keeping the behaviour and vocabulary level; not overreacting; and calling truces for rethinking, cooling off, or recovering.

Six months after the event the programme manager commented:


I had in mind what the streams of work should be, but as the discussion progressed I started to change my mind and, in fact, stopped even thinking about my solution and went with the flow of the group. It made a lot of sense because I was new to the project and they’d all been working on it for various lengths of time. What we came up with was radically different from what I planned to propose but I could see how it made sense to start from a clean slate. What was more important was that we arrived at a jointly agreed solution that everyone subscribed to. I must admit that I’m rather impatient and over the course of the three hours or so that it took I wondered if we were ever going to get to closure but I’m glad that I stuck with it.

My approach was going to be that of the common design scenario building on what already existed, and what we’ve got now is the more successful design scenario reflecting a whole view of the project in the system and not a piecemeal view. By celebrating their success and acknowledging the different strengths people bring to the table, the team has been able to find a creative solution to recalibrating the project. What’s striking is that we’re getting a lot of kudos for the way things are going. For example, we’ve now got trade associations’ support, and other government departments are using us as a model of success for one-stop information and are seeking our input on how to apply our learning to their projects. Of course, it hasn’t all been easy. We’ve had to put a lot of effort into defining our own culture and supporting operating systems – decision-making, problem-solving and managing the inevitable conflicts. But it seems that this investment is paying off and we are almost able to say that the Enterprise Access project is running as a well-oiled machine.





Reflections on the case study

Having to redesign project organisations when they have reached specific milestones (in this case the website launch) or when some other event occurs (such as a significant change in stakeholder support) is extremely common.

This case is interesting because on the face of it the project had achieved success in that it was on schedule, within budget and well received. Probing more deeply using the Culture Web revealed a number of aspects where participants agreed that they could do things differently and much better.

It also revealed how they had been able to be successful in the first phase. Crucial to their success was agreeing the purpose of the project and thus having a common direction for their work. With this, and the constraints of time and budget, they had tight boundaries to work within, and were able to move from a culture of blame towards a more participative “one for all and all for one” approach. This shifted the team towards a healthier, more trusting working environment which had a clear positive, impact on the project.

Team members handled decision-making less well than they felt they should. For example, they knew they had to make a decision on data harmonisation as they were getting information in different formats from the various departments, but they had procrastinated on this, which led to upstream difficulties.

They all felt pretty good about problem-solving. But looking again at how they did it, they understood that they were not using the diversity of the team to come up with innovative solutions. They had a tendency to limit discussion to people in their work streams, which they felt could lead to missed opportunities.

Managing conflict was an aspect that they felt they could improve on. Team members recognised that negative conflicts arose over things like administrative procedures, resource issues, deadlines, overruns and not prioritising carefully enough. By contrast, they saw that there were some positive conflicts that they found energising and capacity building provided that they followed the “rules”: listening effectively; acknowledging people’s positions; responding without defensiveness; and looking for the root cause of the issues rather than trying to deal with the symptoms.

Tool for the case study

The prisoner’s dilemma

The prisoner’s dilemma shows that, in certain circumstances, if the members of a group trust each other, they can choose a course of action that will lead to the best possible outcome for the group as a whole. Without trust, each individual will aim for his or her best personal outcome, which can lead to the worst possible outcome for all.

In the prisoner’s dilemma, two players act as prisoners who have been jointly charged with a crime (which they did commit) but they are questioned separately. The police have enough evidence to secure a conviction for a minor offence but not enough for the more serious crime.

The prisoners make a pact that if they are caught, they will not confess or give evidence against each other. If both prisoners keep their word, they will only be convicted of the lesser offence. The dilemma occurs when the police offer each prisoner a reduced prison term if they confess to the serious offence and give evidence against the other prisoner.

Instructions on using playing cards to play out the dilemma are available here: ablconnect.harvard.edu/files/ablconnect/files/classroom_games-_a_prisoners_dilemma_0.pdf and also in various online interactive versions.

Summary

This chapter opens by discussing three levels of culture – artefacts, espoused values and tacit assumptions. It looks at how these manifest in organisational life and moves on to consider three specific cultural contexts that help shape organisational culture: national, occupational and social. The question of whether organisational culture can be designed is then posed with the suggestion that it is more shapeable than designable, and that shaping can be facilitated by undertaking one or more of various activities, including:


	▪   starting with a question that asks about culture specifically;

	▪   having leadership clarity on desired/required cultural attributes;

	▪   trying out a culture canvas;

	▪   considering the culture web;

	▪   observing how networks create culture;

	▪   introducing systems that shape the culture.






Glossary







	Agile

	Originally a specific methodology involving an iterative approach to project management and software development, the word has now become ubiquitous as a business term with multiple meanings and interpretations. It is generally related to being able to handle rapid change through the principles of adaptability, resilience and preparedness.




	Behavioural science

	An umbrella term for a range of disciplines – economics, psychology, neuroscience and sociology – that help with understanding the causes of behaviours, choices and decisions of individuals, groups and organisations.




	Below the waterline

	A term to describe the covert or so-called “hidden” aspects of an organisation, the beliefs, assumptions, perceptions, attitudes, feelings and values that characterise the real-world interactions from which an organisation is built.




	Blockchain

	A system of recording information in a way that makes it difficult to change, hack, or cheat the system. It is essentially a digital ledger of transactions that is duplicated and distributed across the entire network of computer systems on the blockchain.




	Business capabilities

	Expressions of what a business does and can do. A business capability denotes the “What” a business can do – for example, incident management. Organisation design considers how a particular activity gets done.




	Content moderators

	Review and analyse social media content, applying a pre-determined set of rules and guidelines to user-generated posts to determine if the communication – such as a Tweet on Twitter – is permissible or not and whether the content should stay up or come down.




	Customer touchpoints

	The individual/discrete transactions through which customers interact with parts of the organisation and its products or services. Calling a customer service agent is one touchpoint.




	Decision tree

	A mathematical model used to help managers make decisions about the possible outcomes of a series of related choices. It allows people to weigh possible actions against one another based on their costs, probabilities and benefits. A decision tree can be used either to drive informal discussion or to map out an algorithm that predicts the best choice mathematically.




	Design thinking

	Encourages designers to focus on the people they are designing for – and, preferably, with – understanding their contexts, challenging assumptions, redefining problems/opportunities and creating solutions to prototype and test.




	Digital footprint

	The trail of data an individual creates while using the internet such as websites visited, emails sent and information submitted online. Footprints can be “passive” or “active”. Passive footprints include the logging by an internet provider of the user’s approximate location when they log on. Active footprints include data intentionally submitted online, such as completing an online form.




	EBIT

	The acronym for “earnings before interest and taxes”. It is a measurement of an organisation’s profitability, enabling the calculation of revenue, minus expenses (including interest and tax).




	Echo chamber

	Refers to a social media or other environment where a person only encounters information or opinions that reflect and reinforce their own. Echo chambers distort a person’s perspective so they have difficulty considering opposing viewpoints and discussing complex topics.




	Ecosystem

	A business ecosystem is a dynamic group of largely independent economic players that create products or services that together constitute a coherent solution. Each ecosystem can be characterised by a specific value proposition (the desired solution) and by a clearly defined, albeit changing, group of actors with different roles (such as producer or supplier; Source: BCG).




	Filter bubble

	Where previous online behaviour (search history, likes, shares and shopping habits) influences what we see online and on our social media feeds and in what order. For example, Amazon will offer suggestions worded as “because you bought that, you may like this”.




	Fishbowl technique

	A strategy for organising medium to large-sized group discussions. Participants are separated into an inner and outer circle. In the inner circle, usually of between four to six people – the fishbowl – participants discuss the topic/problem/opportunity, while participants in the outer circle listen to the discussion. If an outer circle participant wants to join the inner circle discussion one of the inner circle swaps places so the inner circle number remains constant but with changing participants.




	Flexible working

	Flexible working refers to the hours worked – part time, compressed hours, term-time only, and so on. Flexible working and hybrid working (see below) are not mutually exclusive.




	Fractal structure

	Relates to the way a system can be made up of several other systems but they obey the same rules. A fractal organisation structure requires having a shared purpose and values that enable all members to participate in generating ideas and solutions for continuous improvement, decision-making at functional levels, leadership at all levels. It is characterised by energy directed outwards instead of inwards and effective information flow between individuals and among teams. At all levels of a fractal organisation, members share information iteratively and make decisions collectively in response to constantly changing conditions (Adapted from Janna Raye, 2014).




	Holacracy

	A set of rules to shape the practice of self-organisation. The rules provide the structures, frameworks and governance which, in theory, enable organisations to transition from traditional hierarchical organisations to self-managing ones.




	Hybrid working

	Hybrid working refers to the location of work, for example, home based or office based. The coronavirus pandemic has spurred many organisations to allow employees to work a mix of home and office based days.




	Large-group intervention

	A process or event specifically designed to involve participation from all stakeholders in addressing an organisational issue, topic or opportunity in order to develop shared understandings and agreements. They often involve large numbers of people and come in many forms, such as hackathons and Future Search conferences.




	Leverage points

	Places within a complex system (an organisation, an economy, a living body, a city) where a small, well-focused action can sometimes produce significant, enduring improvements if the action is taken in the right place. Tackling a difficult problem is often a matter of seeing where the high leverage lies.




	Liberating structures

	A collection of group processes and methods that make it easy and quick for members of any group to radically change how they interact and work together. Their purpose is to liberate energy, tap into collective intelligence, stimulate creativity and get surprisingly better results by engaging people and enabling the power of self-organisation (Source: Lisa Kimball, Systems Thinker).




	Loosely coupled

	Loose and tight coupling stand for weak and strong interdependence of units within an organisation. Loose coupling, where business units have autonomy, can be “sealed off” if things go wrong, are not dependent on other business units and enable the organisation to adjust quickly to the changes in the environment. Haier’s micro-enterprise model is an example of a loosely coupled organisation (See “tightly coupled” below, and Figure 8.1 in Chapter 8).




	Multi-stakeholder model

	This model involves a variety of stakeholders in an organisation’s governance and standard-setting activities. ICANN (Chapter 2) is an example.




	Network science

	Spans many different disciplines – biology, information technology, social sciences, political networks and others – but with similar focus on the study of patterns of connection. The study of the connections uses a wide range of methodologies including the theories and methods of graph theory, statistical physics, computer science, statistics and sociology.




	Open-source

	Refers to something people can modify and share because its design is publicly accessible. The term originated in the context of software development to designate a specific approach to creating computer programmes. Now the term has a broader application to projects, products, or initiatives that embrace and celebrate principles of open exchange, collaborative participation, rapid prototyping, transparency, meritocracy and community-oriented development (Adapted from: opensource.com).




	Path dependence

	Describes processes and systems which have only limited options or paths, since they cannot shake free of their history (Martin and Sunley, 2006).




	Platform providers/Platform as a service (PaaS)

	Shifts the computing capabilities from an organisation’s data centre to a third-party cloud provider. An example is Microsoft Azure, which offers services including database management systems, server software, storage, network access, design tools, development tools and application hosting.




	Psychological contract

	The perceptions of two parties – employee and employer – of what their mutual obligations are towards each other.




	Request for proposal (RFP)

	A business document that announces a project, describes it and solicits bids from qualified contractors to complete it (Source: Wikipedia).




	S-curve (sigmoid curve)

	An S-shaped curve that predicts how a business will grow over its life cycle from startup to rapid growth to hitting its growth ceiling. As an organisation approaches the growth ceiling there may be an opportunity to “jump the S-curve”. Salesforce, for example has jumped from being a customer relationship management (CRM) provider to being a platform as a service provider.




	Servant leadership

	A mode of leading that focuses primarily on the growth and well-being of people and the communities to which they belong. While traditional leadership generally involves the accumulation and exercise of power by one at the “top of the pyramid,” servant leadership is different. The servant-leader shares power, puts the needs of others first and helps people develop and perform optimally (Source: Center for Servant Leadership).




	Situational leadership

	Suggests that no single leadership style is best. The most effective leaders are those who are able to adapt their style to the situation and look at cues such as the type of task, the nature of the group and other factors that might contribute to getting the job done.




	Tightly coupled

	See “loosely coupled” above.




	Waterfall

	A project management methodology that defines a “work package” to be delivered in distinct, sequential phases towards a specified end goal. Each new phase begins only when the previous one has been completed.




	Weak signals

	Are seemingly random or disconnected pieces of information that at first may be discounted as background noise, but may well be indicators of a potentially emerging issue or opportunity, that becomes significant in the future.




	Zero trust

	“Related to technology design and use. Instead of believing that everything behind a corporate firewall is safe, the belief is that every access request is not safe and is not trusted.” Assuming this means designing specific protocols that will manage that assumption and ensure system security (Source: M. Tulloch, Zero Trust Security: a Microsoft Approach, Techgenix, March 11th 2021, techgenix.com/zero-trust-security-microsoft/).
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