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Abstract: This Expert Insight examines the theory and
practice of organization design in conceiving an organization or a team as a holistic system of people working
together. It examines an approach to organization design
from the perspective of an organization development
practitioner with an aim of enabling the organization
to achieve its stated purpose. The aim is to enable the
energy of the people who have come together, to accomplish the tasks required to reach the desired outcome
and achieve that purpose.
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Introduction

Carrie Foster specializes in the
facilitation of coaching, people
management, and organization
development (OD) interventions that
deliver added value and a measurable
return on investment (ROI) to bottomline performance.
As a proven commercial OD
practitioner, executive coach,
practicing academic, and published
author with a successful commercial
career covering fast-moving
consumer goods (FMCG), industrial,
manufacturing, and professional
services, she has a track record of
providing OD and coaching programs
across the UK, Europe, Russia, and
the Middle East that have met both
individual and business needs.

The term organization can relate to a legal business
entity, a whole system of people working together, or a
small part of that system that is organized in a particular way. A dictionary definition would suggest a group
of people who are organized for a purpose and this perhaps is the fundamental foundation of organization design. It is the bringing together of people and processes
for a purpose. Whether the organization itself is a global
corporation or a small enterprise, it is conceiving a way
in which this purpose can be achieved through architecture, infrastructure, systems, and relationships.
“Organization design is the deliberate process of configuring
structures, processes, reward systems, and people practices
to create an effective organization capable of achieving the
business strategy.”
Galbraith and Kates (2007)
The approach to organization design in this Expert
Insight article is from the perspective of an organization
development (OD) practitioner; that is, that when referring to an organization, we are embracing the system as
a whole. However, the principles examined in this article,
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may just as easily be related to a team,
department, or function and can be applied
to a small organization or a whole organization. Whatever the organization that is being
designed, the purpose of the organization is
not the design itself. The design of the organization enables the organization to achieve
its stated purpose, enabling the energy of the
people who have come together, to accomplish the tasks required to reach the desired
outcome and achieve that purpose. Designs
are also iterative and fluid. They must be
flexible enough to respond appropriately to
environmental forces while strong enough
to provide the structure needed to keep the
organization functioning. Design is also of
its time and place, what works in one era
and for one organization, may be inappropriate at a later point in time or in a different
organization. Therefore, just as there must
be flexibility within the design, the mindset
of the designer must be flexible too.
However, the process of organization
design must be one of considered thoughtfulness. It is more than drawing a structure
on an organization chart and sorting out
reporting lines. It is a systematic appraisal
and composition of the organization that is
required to achieve the organization’s purpose and encompasses the unseen as the
well as the seen in regard to the architecture of the organization. In many ways the
organization chart is the façade of the organization, and its construction is reliant on
the engineering that lies beneath to ensure
it is sustainable.
The underlying premise of organization
design is that people want to do a good job
and that they want to contribute. People
want to work for organizations that they
believe in, and feel that what they are doing
is purposeful. But, as you may have experienced for yourself, many organizations drive
the opposite behaviors in people, removing
their willingness and ability to be good corporate citizens. Instead energy is put into
the wrong things and individuals become
disillusioned. Individuals end up tiring of
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the politicking, the system, the process, and
the time wasting. Rather than directing their
talents into creating innovative products and
services, they spend their time navigating
organizational design, taking one step forward and two steps back. If you feel this way
about your own work, then the likelihood is
that poor organization design is at play.
The purpose of organization design therefore is to align individuals to be able to put
their talents to work for the organization,
make the right decisions daily, and work
together to accomplish the tasks necessary
to achieve the organization’s purpose.

Current and Predicted Change in
Organization Design Capability
Organization restructures happen all the
time in business. For many employees,
going through organizational change is part
and parcel of organizational life; another
restructure, another round of redundancies,
another attempt at developing processes that
don’t fall off the cliff. As soon as restructure
is announced, a resigned sign emits from the
lips of those who have already been through
the process several times in the past few
years, with veterans almost immune to the
uncertainty while those who are new to the
organization begin to panic about their prospects and whispers of removing deadwood
and last in first out begin. It is no surprise
to anyone that organizational design isn’t
designed but rather a cobbled together stratagem to respond to the latest change in policy,
product, service, or regulation. There is little
design, at least not in a holistic sense, rather
a new management approach to how things
are done, with notions of process changes
that will no doubt be experienced when
they start going wrong. But proper organization design, which uses design principles
rather than fumbling around the edges in
the hope that tweaking this function or that
department will sort things out, is a welldefined decision-making process. It isn’t
simply looking at the organization chart and
wondering how best to reconfigure scarce
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resources to respond to the latest needs
presented by today’s pressures, rather it is a
series of steps with well-considered choices
that need to be made. There needs to be a
realization by those designing organizations
that any choices made early in the process,
will close off future avenues of exploration and possibility. This will, by necessity,
restrict and constrain design choices at later
stages of the process.. Alternatives in organization design are similar to a number of
different roads at a junction, and each one
leads somewhere, and by necessity leads
away from somewhere else. The shape of
an organization therefore isn’t selected from
a swatch in a book, which determines the
design for you to reach a specific destination. Instead, the design is a gradual process
of elimination; take this road, not that road;
turn right not left; go up not down. Each
eliminated possibility has far-reaching implications for the final, bespoke design of the
organization. It therefore cannot be rushed
or adjudicated in isolation. Each alternative, each design decision shapes, impacts,
and reacts with the next. A poor decision
early on will lead to critical failures later
on. Choices therefore need to be based on
critical judgment, with a clear awareness of
what is being lost as much as what is being
kept. Decision making must be based on a
framework of decision making that affords
credibility to the decision makers. On paper
some decisions may look messy, compromised, and lacking neatness; however, it is
how they each decision operates in conjunction with the other that forms a wholeness.
Compromises seen in isolation may appear
to be ugly, but when seen in the whole
they become synergistic, cooperative, and
enabling. One choice leads to another, and
another and the combination of decision is
effective in producing a combined value,
which is greater than each separate decision
on its own. Decision cannot be made simply
based on what has been seen before. Experience and observation provide a framework
but it is not scientific and it is not tested.

Organization design decisions are best made
within a commonly agreed framework
that will provide leaders with a common
language through which alternative options
can be distilled, debated, and articulated
alongside the vision for the organizational
goals. This framework will provide the foundation upon which objective rather than
subjective assertions regarding choices can
be made, examined, supported, or rejected.
What is of upmost importance is that
organizational design is not created purely
as a response to current context and circumstance, instead, there needs to be an impersonal examination of internal and external
forces versus the strategic goal of the organization. How the organization navigates
between the current situation and the desired
future outcome must be examined with a
long lens. The goal is sustainable performance, and therefore when making a choice
the focus must be on longer term business
goals rather than an immediate response to
demands from stakeholders. Furthermore,
there must be an avoidance of politicking to
gain short-term advantage over power players within the organizational setting.
The provision of a framework gives those
involved in organizational design the basis
from which to make choices, a rationale
to examine implications and the means
by which to explain and communicate the
decisions made in order to facilitate change
management. Decision makers can use
the framework to evaluate choices made,
conduct a root cause analysis, ensure that the
anticipated outcomes are in line with their
expectations, and make any adjustments
required prior to implementing a decision.
The purpose of the process to give those
involved in the decision-making process the
means by which to set a stake as to where
the organization is now, an agreement of
the current reality of the organization, challenges and opportunities included. A framework for organization design will provide
the basis for agreement of where the future
position of the organization is, where it
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is that the organization is going and what
success looks like when it is achieved, plus
agreements on how to measure success so
there is clarity on how the organization will
know when it gets where it is heading, and
not just hope that it has reached its destination through approximation.
Finally the design process examines the
gap between current reality and desired
future and determines the pathways to
close the gap between now and later. It provides the guidelines to produce the map to
take the organization from where it is now,
to where it is going, ensuring that no one
gets lost along the way, and clear staging
posts to mark progress toward the ultimate
destination.

Capability
Design, therefore, is not for the uninitiated.
It requires skill, knowledge, and the right
behavior to achieve an organization design,
which is suitable for achieving the goals
of the organization. First, the participants
need to have knowledge of the framework,
analysis tools, and decision-making techniques required to ensure that any decisions made are of sufficient quality and
with full understanding of the alternative
choices that are being closed down as a
result of decision made.
Second, participants in the o
 rganization
design process must have key skills relating
to change management, communication,
consensus building, critical thinking, influencing skills, conflict management, strategy development, project management,
stakeholder management, team development, planning, resource management and
decision making. This list is far from comprehensive, and no manager in isolation
will hold all the keys, therefore the ability
to lead and be led, be teacher and learner,
and self-awareness and reflection underlie
the skills that can be taught.
A separate foundation is that of agile leadership, which explores the key behavior
required for success leadership in the modern organizational operating environment
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in more detail in Foster (2017a) The Agile
Leadership. Key attributes include the
following:
Tenacity

A gritty determination to push forward, to
keep moving, sometimes one small step at a
time. A persisting, enduring staying power
to see things through. This includes recovering from and learning from mistakes.
Receptivity

An understanding that the leader might
not be right and they might not have all
the answers. It is also an acceptance that
failure, getting it wrong and mistakes are
an essential part of the journey toward success. Receptivity is on the one hand focused
on leader’s learning about self, and on the
other applying the skills of receptivity in
leveraging personal and organizational
assets and limiting liabilities, role modeling, and taking personal accountability.
Elasticity

Stretching when required and retracting
when the pressure is off. It is the ability to
create energy to bounce back, motivated
and motivating others to move forward with
renewed vigor and the ability to lead organizational revival, restoration, and renewal.
Authenticity

Focused upon the leader being their
whole self instead of doing leadership; it
is focused on truthfulness and trustworthiness in terms of self, and therefore contributing to sense making from the perspective
of guiding organizational behavior. Engaging with the organization context to provide a firm foundational reason for being,
regardless of the flux in the environment
providing clear decision making and positive self-regulation.
Connectivity

Activates exploration of capability outside
the normal hierarchical structures, and
evolves a networked organization structure,
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which decentralizes decision making and
allows others to lead where appropriate. It
bridges the gaps between the human relationship and the relationship that people
have with the organization system in order
to deliver organizational effectiveness.
Positivity

Even when everyone else around them is
losing their heads, when the Agile Leader
themselves hasn’t got a clue what the next
step is, they must choose a positive attitude. It goes beyond the individual leader,
and generates a virtuous vortex of learning,
confidence, and beneficial support.
Humility

Facilitates learning that allows Agile Leaders
to freely admit mistakes in order to start the
process of recovery. In doing so, it frees others to accept and correct their own errors.
True humility occurs when the Agile Leader
gets out of the way and lets everyone else
step up and achieve his or her potential.
It is these attributes, alongside the
knowledge of organizational design frameworks and skills, that are essential to building capability for organization design and
change within the organization. A lack of
knowledge of frameworks will result in misfires and ill-discipline in decision making,
a lack of skill will make any effort to facilitate the design process clumsy, errors in
judgment, increased cost and mistakes that
impact productivity, customer satisfaction,
and employee engagement. The framework
of Agile Leadership provides the behavioral
requirements to successfully navigate the
process of organizational design and change.
The application of knowledge and skills is
dependent upon the leadership of organization design exhibiting the right behaviors,
which will determine the success or failure
of the organizational design process.

Organization Design Theory
Contingency Theory
The premise that sits behind most organization design frameworks using social and

behavioral science is that of contingency
theory, the idea that the organizational form
will be dictated by and contingent on the
strategy in order to ensure that the alignment of organization elements follow a particular pattern to achieve the stated goal. The
fundamental idea of contingency theory is
that there is no one single best way that can
be prescribed when it comes to an organizational response. The suggestion is that the
forces present within the organization, and
the desired end goal provides the organization with choices as to strategy selection in
response to the organizational operating reality. Whatever environmental conditions are
present will require different organizational
design responses, which are contingent on
what is happening. It is the juxtaposition of
both environmental forces and desired strategy therefore offers up potential choices that
in other organizations would not necessarily be present or the correct response. Three
decades later, contingency theory is still relevant to the selection of organization design
and whatever decisions an organization’s
leadership makes in regard to strategy selection, and the current environmental conditions will determine the design choices.
Therefore, if the organization changes
strategy or if the environmental conditions change, it will necessitate a change
in o
 rganizational form. For the purpose of
organizational design, contingency theory
provides the underpinning idea behind organization design, suggesting that structural
design must fit the contingencies that the
organization faces. The key ideas that effect
this framework of organizational design are:
■■
■■

■■

There is no single, universal, or best way
to manage.
The design of the organizational system
and subsystems is contingent upon, and
must “fit” with, the organizational operating reality.
To be an effective organization, there must
be only proper “fit” between the strategy,
environment, organizational system, and
subsystems.
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■■

A properly designed organization will be
more successful in satisfying the needs
of the organization but must also take
into account the contingencies of soft
systems such as people resources, management style, types of tasks undertaken,
and culture.

It may be noted that should an organization continually move to fit with contingencies, especially in a fast-moving dynamic
external environment, they would be constantly redesigning the organization based
on today’s needs. It is obviously not sensible to fit the contingencies constantly.
Therefore, organizational design should
be planned response to medium to longer
term changes that are happening within
the environment. It should be noted that
the speed of change that is happening as
a result of technological, social, political,
economic, and cultural forces, means that
organizations need to design for constant
change. A more agile organizational design
is more appropriate in industries that experience regular turbulent changes, and a
move toward matrix organizational structures are in response to constantly changing contingencies whereby fit can be more
easily achieved in a timely and efficient
manner. Rather than huge systemic restructures that take months to design and plan,
the result is planned iterative restructures
and responsive structures that can cope
with shifting circumstances, with teams
expanding, contracting, and disbanding
as required. As contingencies themselves
change continuously, it must be understood that perfect fit is near-impossible to
achieve and a near-fit is as good as an organization can expect. However, by continually moving toward fit, the organization
would be able to negate misfit and its performance can be sustained.

Complementary Systems Theory
Originating from the field of economics, complementary systems theory adds
a new dimension to organization design
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and extends the premise offered by contingency theory. Within complementary
systems theory, it is posited that design
choices are part of a coherent system giving rise to the notion of complementarity,
that is the idea that results of a practice will
be influenced by applying a corresponding
practice. This holds to be true whether the
result is positive or negative. In practice
that may mean, for example, that contingency theory would assert that in order to
successfully achieve strategic goals that are
dependent on collaboration and coordination between different work units, it is necessary to develop rewards and evaluation
metrics that encourage teamwork. Complementary systems theory would argue
that adoption of individual management
practices in this way results in a piecemeal
approach and negligible impact on business performance. However, if choices are
made throughout the organization’s system
that promote and support collaboration and
coordination, including the development
of open processes, policies and procedures;
a matrix structure; democratic management style; and employee empowerment,
then this is more useful in designing an
organization and results in positive consequences. In this way there is an argument
against the organization simply adopting a
similar structure to another organization,
or a specific process or practice since it
only delivers the desired results as a result
of other complementary elements of the
organization’s design. Complementary systems theory goes further than contingency
theory arguing that a single organization
practice is not good or bad in itself. Choosing a matrix structure over a functional
structure is irrelevant. It is the interplay
of all the elements, working in synchronicity together, that produces the outcome.
Therefore, in seeking to adopt new practices, an organization must consider what
corresponding practices and processes
must also be adopted, such as management
methods, training, process reengineering,
and so on, in order for the adopted practice

© Business Expert Press 978-1-63157-992-9 (2018)
www.businessexpertpress.com

Expert Insights

Organization Design
to be effective. This extension is highly relevant to the adoption of the Star model as
a framework of organizational design. Each
point of the Star model is representative of
choices that the organization makes, but
decisions made in one area, by necessity
reduce the complementary options and
alternatives available in other areas. Just
like the 7S model, there is an interplay and
interconnection between choices, and a
narrowing of alternatives in decision making as the organization design choices are
made. The consequence of the organization setting a particular strategic direction
limits the complementary options available, which will support the strategy.

Complexity Theory
A third theory that has contributed to the
development of the Organizational Design
frameworks and is used in the practice of
organization design and development, is
that of Complexity Theory. The examination of complexity began in mathematics and economics; in more recent years
it has been adopted by social sciences and
organizational development to explain the
complexity in systems. When viewed as
a system, organizations have many facets
such as products, services, customers, process, procedures, business units, human
resources, and so on. All these dimensions interact with one another in complex
ways, and the larger the organization the
more complex the system, and subsystems,
which interact with one another. Each
of these interactions creates an interface
between one system and another, internal
or external, which in turn creates new challenges and new interactions, all of which
requires management in order for the chaos
and complexity to make sense. The rise of
globalization and technological advances
have added further complexity in the shape
of time and distance challenges, which has
increased the complexity still further.
Complexity is relevant to organization
design because organizational strategy relies
heavily on cross-functional collaboration

and multilevel cooperation in order to for
strategic goals to be achieved. This interaction between units creates tension and challenges for those involved in the interaction,
which must be managed in order to ensure
that tasks get completed. For the purposes
of Organizational Design complexity theory
serves to remind the OD practitioner that
the interactions between different parts of
the organization should be kept simple and
customers should have clarity about how to
navigate the system. The same also should
be true for employees in terms of maneuvering through the organizational processes and procedures to get things done.
If processes are obtuse it means that tasks
can remain incomplete and governance
becomes incoherent. This will create discord
and if incorrect, chaos, all of which leads to
unproductive employees, waste, cost inefficiency, and ineffectiveness. Therefore, it
is the design of the organization that brings
clarity to the chaos and tames the complexity in order for it to make sense. However, it
should also be noticed that complexity will
mean that design cannot remain static. New
interactions will be introduced into the system constantly and therefore, any Organizational Design needs to be responsive to
ensure that chaos doesn’t return to the system, which links back to contingency and
complementary systems. It is the interlink
between these theories that provides the
practitioner with the foundational thinking
need to create a design that is an adequate
response to the context of the organization
and the strategic goals that the organization
is trying to achieve.

The Use of Group Dynamics
Lewin (1947) made significant contribution to the theoretical thinking in relation
to group processes, of particular interest to
the field of organization design is the exploration of the concepts of interdependence
of fate and task interdependence. Further
research led to contributions in relations to
the impact of different styles of leadership
on group structure and member behavior.
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Interdependence
Interdependence of Fate relates to how
groups come into being. Lewin posited that
a group emerges when people realize that
their fate depends on the fate of the group
as a whole and thus individuals become
interdependent as a result of a common
fate. A group will contain individuals who
as a result of their backgrounds and nature
are very different in character and as such
may have little in common with others.
However, it is when these different individuals learn how much his own fate depends
on the fate of the entire group that they
will proactively seek to take responsibility
for their part in the group’s welfare. It is
the realization that their future is entwined
with the future of others. However, Lewin
observed that interdependence of fate can
result in fairly weak forms of interdependence in many groups. This weakness is a
result of the individual needing to have a
personal revelation as to their interdependence on others, which may or may not
be forthcoming. Second, individuals may
resent the contribution of others toward
group performance, believing it to be inferior to their own, or threatened by better
performance leading to a weakening in the
ties of interdependence.
Lewin argued that a more significant factor in the formation of interdependence
is where there is interdependence in the
goals of group members. In other words,
if the group’s task is such that members of
the group are dependent on each other for
achievement, then a powerful dynamic is
created. Where group members are dependent on each other to achieve their goals,
task interdependence will result in the creation of either a positive or a negative interdependence. In negative interdependence,
which is more commonly known as competition, one person’s success is another’s
failure. It is important that organizations
manage competition in the workplace,
especially where there is tension between
individual and group goals to ensure that
negative forms of task interdependence
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are avoided. On the other hand, a positive
interdependence creates a powerful group
dynamic resulting in the group being a
“dynamic whole.”

Models of Leadership
Lewin (1939) studied three different leadership models; democratic, autocratic, and
laissez-faire.
Autocratic

This leadership style was viewed by Lewin
as resulting in the greatest level of discontent among team members; autocratic
leaders use their position of power to
make decisions without consulting others.
However, autocratic leadership can work
in situations where the decision made is
necessary and the involvement of others
unnecessary. For example; in the event of
a fire, barking out an order to evacuate is
unequivocal.
Laissez-Faire

Leaders minimize their involvement in
decision making, almost to the point of
dereliction. Individuals make their own
decisions, which has benefits in regard to
teams where people have the capacity to
make decisions and are motivated to implement those decisions diligently. However,
this can result in individuals doing their
own thing, resulting in a lack of alignment.
Democratic

Leaders involve others in decision making,
facilitating a process that results in consensus. Lewin (1939) argued that groups that
learn a process of voluntary and responsible participation through democratic leadership are more collaborative, innovative,
and friendly.

The Importance of Groups and Teams
In organizational life, teams and groups
are so much part of every day that their
importance to sustainable organizational
performance is perhaps undervalued or
unacknowledged. Anyone who has worked
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in an organization will know what it feels
like to be part of an effective team, and,
unfortunately, what it is like to be unlucky
enough to work in a dysfunctional team..
Organizational leadership will also be
aware of the importance of functioning teams and groups within the organizational system. Beckhard (1969) states
that “the basic building blocks of an organization are groups.” This mild statement
belies the foundational quality of the teams
and groups as individuals begin to gravitate
toward each other in the pursuit of a task
or defined goals. Teams and groups aren’t
just a by-product of organizational life, but
are a central supporting pillar in the organizational system. As such, when it comes
to organization design and development,
it is teams and groups (often represented
by function, department, or project needs)
that are the subject of intervention activity.
It is also pertinent to remember that
team members are rarely members of a single unit. Teams are fairly often interdependent and cross-functional, with individuals
often having membership as part of one
or more groups or teams. Beckhard (1969)
noted that “one of the major problems
affecting organizational effectiveness is the
amount of dysfunctional energy expended
in inappropriate competition and fighting
between groups that should be collaborating.” These groups will operate at different
levels, with different power and authority
structures. A key outcome of organization
design is to create an organizational environment that supports collaboration. OD
adds value if the output of the design is
the creation of a healthy environment that
promotes cooperation, the means by which
conflict and disagreement can be examined
objectively with an assumption that it is
possible for the outcome to be a win-win
solution. This desire for harmony does not
seek to suppress disagreement but instead
air conflict in a manner that is both healthy
and robust. Challenge to perceived notions
of what is the right or wrong answer adds
to knowledge and understanding, while

allowing people to explore their own prejudices and certainties avoiding the paradox
of certainty. This leads to better decision
making, greater levels of understanding and alignment to a common goal. By
addressing conflict in a healthy manner,
organization design and development
opens up dialogue rather than shuts down
dissent and allows for honesty and transparency avoid resistance.
Research into human behavior has
acknowledged that there is a drive to belong
to a team or group that exceeds the requirement by the organization for collaboration
or coworking. French (1969) highlighted
that there is a desire in each individual
member of the group to feel as though they
belong to, are able to participate in and
contribute to at least one group. This need
to derive a sense of belonging from being
with others is well documented, and results
in the individual seeking to belong to and
be part of a team, group, department, or
function that is greater than self.
Team effectiveness results from more
than simply the ability of individuals to
work together as a group. A group’s effectiveness isn’t just reliant on the team
members’ ability to work together, but is in
part reliant on the leader of group understanding that part of their job as a leader
is to take responsibility for maintaining
harmony and dependency between team
members. In organization life, it is common for some groups to outperform other
groups, and for there to be shining examples of effective team work. However, how
groups function in the wider organizational
environment depends to a large extent on
the group functioning in the organization
as a whole. A single team can be effective
and cohesive, but if they are working with
other teams that are ineffective and dysfunction, it can result in dysfunction in all
groups.
Coghlan (1994) argues that the “ success of
an organization’s change endeavors depends
on an effective utilization of teams and groups
to move the change through an organization,
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skills at understanding and facilitating groups
and teams are essential for the management
of change.” Therefore, individual team function with the organization will reflect the
overall function of the whole system and
the success or failure of that system. It is
imperative when considering the design of
the organization that practitioners pay attention to the health and functioning of groups
and teams because of their importance to the
sustainability of organizational performance.
It is also worth noting at this stage that
the lives of employees and organizational
actors outside of the organizational system
will to a greater or lesser extent, impact
upon the functioning of the organization
itself. All individuals are part of formal
groups and teams within the structure of
the organization, but they are also members of informal groups of colleagues,
friends, and associates, sometimes internally within the organization, but also
through networks and contacts that expand
out from beyond the organization’s boundary. These boundaryless group memberships have the power to exert a significant
impact on the behavior of the individual
and determine their ability to contribute positively or negatively to the formal
groups within the organizational structure.
It is a complex mix of established group
norms within the organization, interaction
with accepted group norms elsewhere, cultural beliefs of groups and societal culture
that comprise an unwritten code of behavior. For example, depending on personal
experience timekeeping, responsiveness to
agreed actions, acceptable language used,
and levels of transparency and honesty
will determine group norms, which are
accepted by existing members and taught
to new members. Individuals have an ability to switch behaviors and adopt different
group norms based on their understanding
of norms and codes, which tell individuals
about how to behave in particular settings.
Organization design practitioners need to
understand the impact that team dynamics have on the organization’s function,
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which will also impact the group’s ability to contribute to Organizational Design
change.

Organization Design Frameworks
There is not one right framework for organization design. For the purpose of this
article we will examine three possible
frameworks, McKinsey 7S, Galbraith’s Star
model, and Foster’s Organization Balance.
For the rest of the article we will concentrate on the Star model.

McKinsey 7S Framework
The McKinsey 7S framework first appeared
as a model of organizational design in
Peters and Waterman’s (1982) book, In
Search of Excellence. The framework was
named the McKinsey 7S framework when
the authors conducted some consulting
work at the well-known company. The 7S
framework highlights the intricacy and
multiple issues that underlie the organization’s design beyond simple strategy and
structure. It highlights that there are many
interconnecting parts to the organization’s
design, which are required to fall into line.
Peters and Waterman (1982) explained that
“when the needles aligned, the company
is organized; when they are not the company has yet to be organized even if the
structure looks right.” Higgins (2005) later
reviewed and revised the 7S framework to
expand to an 8S framework removing Skills
and adopting Resources and adding an
eighth S—Strategic Performance as an outcome of the interplay between the seven
components.
McKinsey 7S framework seeks to explain
that organizations are more than the structure and introduced the concept of multiple variable that encompass the holistic
understanding of what makes an organization, an organization. This built upon the
work of Galbraith’s Star model, offering an
approach that incorporates seven interdependent variables:
Strategy: The strategic plan, which outlines how the organization will achieve
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competitive advantage, and sets out the objectives and goals of the organization
Structure: Devises the way in which
the organization is structured in terms of
reporting lines
Systems and procedures: How employees engage in daily tasks and activities
through technology, processes and procedures to ensure the job gets done.
Shared values: These are referred to as
“superordinate goals” that encompass the
core values of the organization, which can
be identified through the corporate culture
and approach to work.
Management style: The type of management and leadership style adopted by
the leadership within the organization,
which impacts the levels of empowerment
and the way in which authority and power
are distributed throughout the organization.
People: The employee population within
the organization and the capability resource
available to the organization to execute its
plans.
Skills: The actual skills, knowledge, and
competence of the employees working for
the organization and hoped-for strengths,
which can be used for the organization’s
competitive advantage (Figure 1).

The Star Model
The Star model is a framework of organization design that has been used and
refined for over 30 years. First introduced
by Galbraith in the 1960s, it introduced a
surprisingly simple but incredibly powerful premise that recognized that different
strategies need differently designed organizations to be successfully implemented.

Designing Using the STAR Model
The organizational design should provide the organization with the capabilities
needed to achieve its designated strategy;
the Star model provides a framework that
seeks to influence the structure, processes,
rewards, and people practices to deliver
the outcomes that the organization desires.
Of notable absence in the Star model is
addressing the idea of organizational culture. The reason given by Galbraith and
Kates (2007) is that culture cannot be
designed deliberately, instead it is a result
of other parts of the framework interacting
with values, mindsets, and organizational
norms. Culture emerges over time and is
shared as a consequence of the parts of the
system working together, decisions made
by leaders and how the managers manage

Figure 1: McKinsey 7S Model
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employees. Culture therefore flows from
the organizational design and should an
organization seek to change its structural
design then it must consider the cumulative effect of different elements of the organization as they interact with each other.
The idea of alignment of each design
element is a fundamental premise of the
Star model. At each point of the Star model,
Galbraith and Kates (2007) outline different
components of the organization, which support the delivery of the strategic direction
of the organization. If they work together
in harmony, then each component will
contribute positively to the achievement
of the strategy. If any one of the components is misaligned or failing to contribute
to the strategic direction, then the organization will struggle to achieve its strategy.
If the organizational structure, processes,
rewards, and people practices work in harmony, they will combine to reinforce the
desired actions and behaviors of individuals, teams, and the organization as a whole
to help the organization to achieve its strategic goal. As with all business models and
frameworks, the Star model describes a
moment in time for simplicity’s sake; however, the initial design is just the beginning
of organization design as a practice. It is
important that the organization readjusts
each component in response to circumstances to realign the Organizational Design
to new organizational environmental pressures. This model promotes the idea that
Organizational Design goes beyond a simple structural configuration, or a process
redesign. It invites the organization design
practitioner to configure all available organizational resources to the achievement of
the stated strategy and acknowledge that it
is a contribution of people and process to
achieve a purpose that will influence the
success of today’s strategy and the strategic
options available tomorrow.
The deliberate, iterative design of an
organization to respond to both the environmental pressures and the strategic
goals of the organization will enable the

12

organization to take advantage of improvements in process efficiency and cost effectiveness in periods of relative stability. At
the same time, in time of rapid change, the
organization will avoid strategic misalignment that can lead to decline, and instead
enable the organization to respond to new
opportunities and environmental threats
with increased agility and flexibility. By
including strategy as a component of the
Star model, Galbraith and Kates (2007) are
also acknowledging that there are times
when it is the strategy itself that needs to
change. It may appear challenging to suggest that a change in the direction of organization is needed when time has been
spent ensuring that everything within the
organization is aligned to moving in that
direction but on occasion market disruption means that such a change is necessary.
What the Star model offers is a continuous
reassessment of where the organization
is now and where it is going. This makes
it easier to change course and realign the
organization behind that change, so that all
part of the organization move in unison to
achieve the momentum needed to implement new strategic plans in response to
opportunities that have arisen. Organizations cannot control a significant amount
of pressures in the environment in which
they operate. Success can very quickly
turn to failure if the organization ignores
changes, fails to respond, or responds too
slowly. The quicker that organizational
leaders can operationalize a design change,
and realign the various parts of their organizational system as part of day-to-day
operations, the more able the organization
is to not only survive but also deliver high
levels of organizational performance on an
ongoing basis (Figure 2).

Model of Organizational Balance
Foster (2017b) introduced a framework of
interrelationships and interactions that
are specific to the human processes within
the organization, which from an organizational design perspective have a significant
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Figure 2: Galbraith and Kates Star Model

Source: Galbraith, J. and A. Kates. 2007. Designing Your
Organization: Using the STAR Model to Solve 5 Critical
Design Challenges. San Francisco: Jossey-Bass.

impact upon organizational performance.
Taking into account the holistic nature of
an organization, each section of the framework describes a human process element
of the organizational ecosystem, which
interacts with other elements and results
in a positive or negative impact upon organizational performance. The organizational
balance model offers an approach to organization design in business, which is humanistic. It seeks to work with the human
organizational system overcoming resistance, drag, and natural barriers to deliver
success and positively affect the organization’s performance. Working within the
organizational system, the organizational
balance model designs for performance,
which is self-sustaining and seeks to help
organizational leaders to develop a deep
understanding of the balance of the organization (Figure 3).

Organizational Purpose
Like the human heart, organizational purpose is more than just the center of the
organization, rather it provides the lifeblood to the whole of the organizational
system. It connects, refreshes, renews, and
brings life to every single corner of the

organization. If any part of the organization
becomes disconnected from the purpose of
the organization, it will wither and fail to
function properly, like a limb cut from the
body’s blood supply.

The Leader in Me
The leadership team should be made up
of both leaders of people and leaders of
expertise. Without both types of leader in
the leadership team, organizational balance
will not be possible. Too much emphasis on
people will mean that competitive advantage from expert knowledge will remain
unharnessed; too much emphasis on expertise and the engagement of the workforce
will suffer. Either scenario is equally catastrophic for the creation of sustainable
performance.

The Talent Within
Part of identifying talent is for individuals
to build a self-awareness around what they
just do, and to begin a self-appreciation of
the talent of doing things that come naturally and easily to them. In addition, conversations with their colleagues about what
their colleagues value in them will also
highlight areas of talent. Once talent has
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Figure 3: Organization Balance

Source: Foster, C. (2017b) Designing Learning and Development
for Return on Investment, Business Expert Press

been identified, it is important that both
the organization and the individual invest
resource (time and money) to develop the
talent within.

Harmonious Communities
By tapping into the collective talent gathered
from around the networked organization,
it is possible to use group cohesion crossfunctionally to complete business-related
tasks. If employees are able to collaborate
in the truest sense, the community as a
whole responds to a needs-based process,
they may not simply do what they are told,
but are able to form cohesive groups that
think differently about what is needed to
help achieve the organization’s purpose.
Relationship building is an essential element of this process, and time must be
given to ensure quality relationships can be
developed.

14

Organizational Habitat
The networked structure will also allow
the organization to achieve synergy and
leverage the talent within when and where
required in a timely manner, enabling the
organization to exploit possible opportunities when they occur. From an individual
employee’s perspective, the networked
structure will increase the opportunity
for individuals to build and develop their
strengths and competencies, increase
expertise and releasing the potential of talent within the organization as a whole.

Organization Husbandry
Organization husbandry has to be seen in
a holistic framework and solutions cannot be taken in isolation. Understanding
the wider system within which the solution is operating can help those making the
decision be aware of possible unintended
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consequences a decision made today may
have on future generations. Organizations
must have responsibility for and demonstrate a commitment to environmental
stewardship and citizenship. Organizations
also have a responsibility to help individuals to release their talent potential and use
their talent. The waste of talent is similar
to the misuse of a natural asset, foolishly
wasting nonreplaceable natural assets or
the plundering of natural resources that
should be saved for future generations,
such a waste is surely intolerable.

Creative Adaptation
Innovation and creativity requires space
and time for people to cogitate. This means,
of course, that innovation is a way of life.
People throughout the organization need
to be empowered to spend time thinking
about the various problems that might occur, so when the problem does occur there
is already an answer ready to go, or, at the
very least, a number of options that can be
worked on to develop further.

Energy Transformation
Energy transformation is a determination
by the organization that regardless of the
input the transformation process will lead
to outcomes that will disrupt the world in a
positive way. This will be through sustainable practices as discussed in organizational
husbandry but also in individual, group,
and organizational interventions, which in
and of themselves are deliberately positive.
This means for every action there needs
to be an awareness of the reaction to that
action. There is thoughtfulness in energy
transformation that demands a responsibility and accountability for outcomes.

Organizational Cycling
Organizational cycling is the process of
receiving inputs from the environment
and supporting the continuous process of
change and transformation that must combine all the elements of organizational
balance to move the organization toward

balance before the next disruptive force
comes along. Its main focus is on a process of continuous change but with the
focus being on designing for performance
through the human element, led by the
organization’s leaders and releasing the
Talent Within. In this way organizational
cycling is outside of the organizational
balance model but holds each element in
tension in response to external forces and
disruption to keep the organization moving.

Using the Star Model
Galbraith et al. (2001) provide an instructive guide to Organization Design practitioners to instruct them on how to diagnose
areas of misalignment that are occurring in
the organization design. These help a practitioner understand what is going wrong
and provides direction as to possible OD
intervention that can be used to realign the
components of the organization design to
help deliver strategic goals.

Strategy
Strategy is the recipe for success, taking the
organizational ingredients to set out a stall
to state what it is that the organization is
setting out to achieve, both in the long term
and the short term. It also encompasses
the desires regarding what the successful
organization will be when it gets there. It
is the result of making choices about the
strengths and opportunities available to the
organization and appropriate responses to
the threats and changes in the competitive environment that directly affects the
organization. Strategy is therefore sets
the direction in which the organization is
choosing the travel given all the internal
and external factors. Strategy can never
successfully be copied from another organization, because the internal and external
factors make every organization unique,
and as such the strategy will be unique too.
It is a documented declaration of the capabilities and advantages available and a purposeful pursuit of using those capabilities
to do something.
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However, if the strategy is missing or the
employees within the organization are not
clear about what it is that they are supposed
to be trying to achieve then the result is
confusion as people second guess each decision that needs to be made. Conflict is unresolved because there is not one right answer
and waste is introduced as initiatives are
enacted that very likely led to going around
in circles, duplication of effort, and frustration (Figure 4).

Intervention—Real-Time Strategic
Change
There are many interventions that can be
used to help develop strategy, and a whole
Expert Insight could be dedicated to such a
subject. For the purposes of this Expert Insight we will explore one such intervention,
Real-Time Strategic Change (Anderson,
2015). Real-Time Strategic Change is a
whole-organization OD intervention, which
typically takes around three days. Employees from functions and departments across
the organization are invited to a conference
where a facilitator will invite participants
to work together on examining real-time
issues and concerns that the organization
needs to address.
Figure 4: The Results of Poorly Designed
Strategy in Organization Design

Source: Anderson, D.L. 2015. Organization
Development: The Process of Leading Organizational
Change. Thousand Oaks: Sage Publications.
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Participants work together, in groups consisting of representatives from across the
organization to share stories of frustrations
that they are experiencing that are impacting their ability to move forward and their
thoughts about opportunities and threats
that are going to be present in the organization in the coming 12 months. In sharing
these stories, themes will be revealed, which
are shared in feedback sessions to develop a
current perspective of the organization.
The senior leadership team will then
provide an overview of the strategic plan,
giving times for organizational members to
ask questions to ensure clarity and expand
the strategic dimension to be holistic in the
mental models of the participants. This is
supported by presentations from experts
from a diverse range of organization actors
who can contribute clarity on different facets of the organization’s strategy; this may
help explain some of the strategic decisions
that have been made.
With clarity about where the organization is heading, and the current state of
the organization, which is the launch point
of the journey, participants are therefore
equipped to begin to explore how the journey from start to finish is to be navigated.
This requires participants to explicitly
address the changes that need to take place
in order to move toward the strategic goal.
Through a process of small group discussion, full group feedback, and decision
making through democratic voting, participants develop robust ideas and are drawn
into a shared belief about the next steps
that need to be taken.
Following the work cross-functionally,
individual return to their functional teams
across the organization to develop a robust
action plan for their team, department, and
function to deliver the changes that have
been agreed upon across the organization.
These are presented to the group who offer
feedback and support in regard to the functional plans, and commitments are made
both in regard to what the function will do
to help support the organization and what
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support they can expect from the rest of
the organization to implement the plan.

Structure
The formal structure chart of an organization, most typically associated with Organization Design, lays out a map of the location of
power and authority within the organization,
specifically in regard to hierarchy and role.
There are many ways to structure an organization and the four key structural dimensions
include:
■■

■■
■■

■■

Functional: Units formed around the
function such as Sales, Human Resources
and Finance.
Geographical: Units formed around physical geography and location.
Product/service: Units formed around
the products or services sold by the
organization.
Customers: Units formed around the
customers that the organization serves,
for example On Premise or Take Home.

It is common for organizations to use
more than one structural dimension in
their design, for example a multinational
organization may structure the organization geographically with divisions in
each country, but the divisions are then
structured by function, such as Human
Resources, Europe, and Middle East.
Structure can also grow and morph depending on the strategic priority of the organization at the time; for example, the introduction
of a new service, a new customer segment, or
expansion into a new territory.
There is no single best way to configure
an organizational structure, rather it is contingent on the strategy that is set, the size
of the organization, and whether the organization is local or global in its operations.
However, structure is not simply about
designing a chart and drawing lines to indicate power and responsibility. The organizational structure also has implications for
the organization in regard to how communication will flow through the organization,

who will be reporting to whom, and how
the power is distributed within the organization. A matrix structure would imply that
communication is flowing around the organization differently to a functional structure
where organization tends to run up and
down the function. In the same way power
may be distributed across the organization
or centralized in a small team of powerful
directors. In this respect design decisions
relating to the organization structure are
indicating organizational priorities and the
importance of specific elements of an organization’s structure. For example, one complaint in human resources (HR) is the lack
of Board representation, with the argument
that if there is no HR Director then there
is no employee voice at the executive level.
It is important that the structure of
the organization supports the strategy to
ensure that friction between individuals,
teams, and functions is avoided. Structure
itself can become an obstacle to tasks getting down and actions being implemented,
resulting in any number of complications,
such as product not being produced or delivered to the customers, failing to respond
appropriately to competitive pressures or
processes disappearing into the ether.
In my experience, when it comes to organizational restructure the most common
approach is for a group of leaders to sit in
a room and decide on how best to structure
the organization based on their understanding of operations. They might look at processes, and also how many heads need to be
cut from the full-time equivalent employees
in order to make a cost efficiency savings.
But rarely are these decisions integrated
with a clear understanding of how the organization can optimally deliver the strategy
of the organization both in the short and
long term, and no consideration is given to
the relationships and flows of communication and cooperation among functions that
are rarely seen or understood by the organization’s higher ups. The decisions most commonly made are therefore techno-structural
rather than relational. The result is that
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issues will arise that were unexpected and
the neat restructure announced at the beginning of the process quickly descends into
horse trading further down the organization
in order to stabilize the structure. When
done badly, it results in chaos. In one company the finance department’s restructure,
which included the merger of two finance
systems, was handled so badly that it immediately became apparent that all payments
could not be made, and not receipts could
be received. It took 10 days until payments
were resumed with a huge number of work
arounds, resulting in the loss of a number of
key developments and months before the
situation was fully resolved.
Structure also taps into the human capabilities and resources available to the organization, with good Organizational Design
aligning the right skills and knowledge, to
the right parts of the organization in order
to release people to play their strengths and
ensure that the right skills are in the right
place, at the right time. Tapping into the
human potential within the organization will
open up new avenues of revenue, and ensure
that the people resource is fully released to
add value to the organization (Figure 5).

Intervention—Stream Analysis
French and Bell (1973) offered Stream analysis, as an OD intervention, which helps
participants to graphically display where
organizational structure is causing a problem for an organization. By posting up the
different flows of power, authority, communication, information, and relationship within the organization, it is possible
to examine the interconnection between
structural problems and identify the issues
caused by organization structure. These
issues may remain hidden in day-to-day life
and Stream analysis provides an easy-to-use
tool to graphically track actions, which
need to be implemented in order to resolve
the problems identified.
Key questions that need to be examined
in Stream Analysis include:
■■
■■

Stream analysis categorizes important
features of the organization work based
upon four variables:
■■

Figure 5: The Results of Poorly Designed
Structure in Organization Design
■■

■■

■■

Source: Anderson, D.L. 2015. Organization
Development: The Process of Leading Organizational
Change. Thousand Oaks: Sage Publications.
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Where are we failing to see value from
this structure?
What untapped potential remains?

Organizational arrangements: Goals,
strategies, structure, administrative policies
and procedures, administrative systems,
reward systems, and ownership.
Social factors: Culture, management styles,
interaction processes, informal patterns
and networks, and individual attributes.
Technology: Tools, equipment and machinery, information technology, job design,
workflow design, technical expertise, technical procedures, and technical systems.
Physical setting: Space configuration,
physical ambiance, interior design, and architectural design (French and Bell, 1973).

A facilitator will help and support the
group conduct a thorough diagnosis of
the organization’s issues, in order to identify barriers to effectiveness. This can be
achieved through a number of dialogic techniques such as brainstorming, appreciative
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inquiry interviews, questionnaires, and
storytelling. Once all the issues have been
surfaced, representatives from across the
organization will review the problems
identified and examine how barriers created by the organization structure cause
frustration or breakdown. Once interconnections between the problems have been
examined, with action plans for overcoming these, representatives are given the
task of implementing their plan to correct
core problems.

are created. Create groups using a different
design logic and new barriers are created. If
an organization strategy is not demanding
close cooperation or collaboration across
the organization, then silos can exist with
little need to recourse to interventions
to break silos down. But if organizational
processes demand close cooperation then
within the organizational structure design
there must be processes designed to force
teams and groups to break down barriers
and find a way to work cross-functionally.

Process and Lateral Capability

Continuum of Lateral Connections

Silos are common in organizations, and
in many ways self-propelling. On the one
hand organizations want strong cohesive
teams who are tight knit and work well
together, on the other they want teams to
be open to work cooperating with others.
They want both interdependence and independence at the same time. It is the juxtaposition of two competing demands that
leads to complaints of groups of people
who may interact vertically but struggle to
interact effectively with other people horizontally across the organization.
Whatever structure an organization chooses
to run with, the result is the same, boundaries are erected, and difficulties in effective interaction between different groups

Galbraith and Kates (2007) introduce the
idea of the continuum of lateral connections to explain the way in which organizational silos can be overcome and support
individuals and teams to work more effectively together (Figure 6).
In this continuum, Galbraith and Kates
(2007) propose that lateral connections can
be used as a bridge to cross barriers that the
organization structure has created. This diagram shows that the connection between
people can be weak, such as a personal
network, or strong, such as those created
through a matrix organization. Equally,
to strengthen the lateral connection there
is cost in terms of time and difficulty to
implement. Creating integrative roles is

Figure 6: The continuum of Lateral connections

Source: Galbraith, J. and A. Kates. 2007. Designing Your
Organization: Using the STAR Model to Solve 5 Critical
Design Challenges. San Francisco: Jossey-Bass.
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time-consuming and costly, compared to
the establishment of a personal network
that develops over a period of time and
mostly by chance rather than by design.
Informal connections are based on personal relationships that are formed by individuals across the organization, and are
a necessary foundation for healthy teamwork, integration between roles, and the
development of a form matrix structure.
Coordination of work is heavily dependent
on interpersonal relationships, so even
though networks may appear as a weak connection, they are the foundation stone upon
which strong forms of connection happen.
If processes and lateral capability are not
aligned to the strategy of the organization,
or supported by the organizational structure, then the result is gridlock. Coordination is more a matter of dumb luck than a
design feature, and reliant on people being
that “type” of person who get on and reach
out to others to make stuff happen. The
resulting dysfunction leads to significant
parts of the organization suffering from an
information drought, being left out of the
loop, and duplication of effort occurring.
Best practices are not shared across the
organization, and in many cases mandated
practices are ignored as functions do their
own thing. This can result in outcomes
such as there being several versions of the
truth existing in the organization and decisions being made that are contradictory
(Figure 7).

Intervention—Developing Networks

Figure 7: The results of poorly designed
process and lateral capability in
organization design

Source: Anderson, D.L. 2015. Organization
Development: The Process of Leading Organizational
Change. Thousand Oaks: Sage Publications.

■■

■■

■■

Galbraith and Kates (2007) make a number
of suggestions to help organizations overcome issues with lateral connections and
drive the development of networks across
the organization. These include:
■■

20

Colocation: Getting people who need to
work together to be together, ensuring
that physical environments are designed
to create space that encourages informal
interaction.

■■

Communities of practice: Create a
number of communities of practice that
are focused on bringing employees with
a shared interest together. This ensures
that there is a cross-fertilization of ideas
across different organizational units based
upon the lure of a shared interest.
Relationship building: Encourage the
use of meetings, management or employee
retreats, and cross-functional training programs to build relationships across the
organization and bring individuals from
different units together in informal and
personal settings.
Work rotation: Develop work assignments where individuals are rotated to
different functions and are encouraged
to bring knowledge, relationships, and
culture from one department to another.
This will create a shared understanding
and develop appreciation of different
viewpoints and perspectives across the
organization.
Technology: Technology has in many ways
reduced personal relationships b
 ecause
of the overreliance on electronic forms

© Business Expert Press 978-1-63157-992-9 (2018)
www.businessexpertpress.com

Expert Insights

Organization Design
of communication, e.g., people emailing
instead of talking to each other. But technology such as e-coordination can be utilized to increase the level of knowledge
sharing and support employees in identifying others who have skills or interests
that complement their own, or their project requirements.

Reward Systems
In the Star model, Reward Systems refers
to processes, procedures, and policies that
are in place to measure and align individual
and team behavior and performance to the
organization’s strategy. This includes the
metrics that an organization chooses to concentrate on, and the choices they make in
regard to what targets will be set and in what
way people will be rewarded for achieving
the targets. There have been a number of
models developed for setting metrics such
as Kaplan and Norton (1992) Balanced
Scorecard. The Balanced Scorecard aims
to support a range of financial and nonfinancial management information, which
give a broad picture of the performance of
the organization using financial, customer,
internal, and learning and growth metrics.
Attitudes toward reward and the achievement of set targets are driven by the reward
system in place. Rewards cover a number of
financial and nonfinancial areas. This will
include remuneration, bonuses payments,
stock options, benefits such as health care
and pension and methods used to recognize
individuals who have delivered beyond their
job description. If the organization emphasizes reward for individual performance
then this will drive individuals to compete
to achieve their targets over that of their
colleagues. However, if the emphasis is on
group achievement, that it will support a
push toward collaboration and cooperation.
The adage “what gets measured gets
done” has a significant amount of truth.
Focusing targets not the wrong measures can have a disastrous impact on

performance. Equally introducing specific
measures to drive desired behaviors can
result in focus on areas that may have been
neglected in the past. Therefore, metrics
and rewards have a contribution to make
in regard to whether desired outcomes and
performance are achieved.
If Reward Systems are not aligned to organizational strategy then the journey toward
the strategic goal will be fraught with difficulty. Rewards and the setting of metrics
are a key lever for ensuring everyone is
aligned and moving in the same direction.
If metrics or rewards are contradictory or
unclear, the result is internal competition
and wasted effort. Often employees will
complain about “going around in circles”
and the loss of productivity can result in
significant financial loss for the organization. Employee motivation and engagement can take a significant downward
cycle, which can result in increasing levels
of employee absence and voluntary turnover. Furthermore, the need for agility in
the global marketplace means that if action
is not decisive, or decisions are not made,
opportunities will be lost and threats will
not be neutralized (Figure 8).
Figure 8: The Results of poorly designed
reward system in organization design

Source: Anderson, D.L. 2015. Organization
Development: The Process of Leading Organizational
Change. Thousand Oaks: Sage Publications.
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Designing Rewards
An organization’s scorecard and the choices
that are made in regard to how employees
are rewarded for delivering targets should
be designed to align behaviors and performance with the organization’s strategic
goals. The reward system communicates
the priorities of the organization as well as
what the organization really values. Often
the reward system and metrics will contradict stated mission statements and values,
which can lead to employees participating
in activities that contravene the published
purpose of the organization. The choice of
measures used for individual, team, and
organizational performance will provide
incentives to employees to work toward
the strategic goal of the organization and
coordinated effort on accomplishing the
activities and actions of the employees.
In designing the system, there are several
aspects that need to be taken into account:
Level: What level the metrics should be
applied; should the target be set at individual, team, department, or whole organization level.
Control: How will performance be measured, who has accountability and how can
transparency be achieved, especially when
measuring the contribution to collaborative effort.
Inputs: How can outcomes that are
achieved due to “soft skills” contributions
such as behavior and attitude be acknowledged and tracked.
Process: Outlining the organizational
actors involved in the evaluation process,
their responsibility and developing a robust
evaluation process to ensure that outcomes
are subjective.

has the right people, in the right roles, at the
right time to ensure that the HR are available
to deliver the strategic goals of the organization. The purpose behind good people practices is to ensure that the human resource
is sufficiently motivated and empowered
to deliver high performance sustainably.
If the people practices do not support the
organizational strategy, there will be poor
performance and employees will not be
delivering the results desired by the organization (Figure 9).
It is not possible in an Expert Insight to
cover the topic of Human Resource Management adequately; however, Foster (2017c)
in HR Practitioner suggested that the key
skills and capability for HR practitioners
include:
■■

■■

Begin with the end in mind: Determine
what outcomes they, and their practice is
going to deliver for the organization.
Get curious: Engage in a continuous
learning process, developing their ability
to systematically innovate their HR practice, produce options that will be owned
by key stakeholders and implement the
chosen solutions quickly.

Figure 9: The results of poorly designed
people design in organization design

People Practices
In the Star model, people practices specifically relate the practices most often associated with human resource management.
This includes HR policies relating to workforce planning, recruitment, selection, and
learning and development. Specifically it is
in regard to ensuring that the organization
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Source: Anderson, D.L. 2015. Organization
Development: The Process of Leading Organizational
Change. Thousand Oaks: Sage Publications.
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■■

■■

■■

■■

■■

■■

■■

Become the bridge: Contribute to the
development of the organizational strategy
by supplying specific information as the
human core competencies, which reside
within the organization.
Network: Understand everything from
how useful their connected relationships
are to developing talent management and
succession planning strategies and access to
information, which can be a game changer
in relation to HR practices or programs.
Know your numbers: Develop collaborative relationships with the finance
department in order to understand how
to create added value for the organization.
Bring the feels: Be open to collecting data
about personal emotions, and the emotions of others around them and choose
to navigate those emotions by thinking
more intelligently about actions that can
be taken as a result.
Start a campaign: Achieve success because
they are based upon the passion commitment that an individual has to pursue the
change and create a narrative.
Be active, take action: Choose to be purposeful, by being active and taking action,
directing energy and improving focus to
deliver high levels of performance.
Specialize: Become familiar with everything about your specialism.

Conclusion
The term organization can relate to a legal
business entity, a whole system of people
working together or a small part of that system, which is organized in a particular way.
Whatever the organization that is being
designed, the purpose of the organization is
not the design itself. The design of the organization enables the organization to achieve
its stated purpose, enabling the energy
of the people who have come together, to
accomplish the tasks required to reach the
desired outcome and achieve that purpose.
The purpose of organization design therefore is to align individuals to be able to put
their talents to work for the organization,
make the right decisions daily and work

together to accomplish the tasks necessary
to achieve the organization’s purpose.
Alternatives in organization design are
similar to a number of different roads at a
junction, and each one leads somewhere,
and by necessity lead away from somewhere else. On paper some decisions may
look messy, compromised, and lacking
neatness; however, it is how each decision
operates in conjunction with the other that
forms a wholeness. Compromises seen in
isolation may appear to be ugly, but when
seen in the whole they become synergistic,
cooperative, and enabling.
Several theories relevant to organization
design have been examined as follows
Contingency theory: The fundamental idea of contingency theory is that there
is no one single best way that can be prescribed when it comes to an organizational
response. Whatever environmental conditions are present will required different
organizational design responses, which are
contingent on what is happening.
Complementary systems theory: Proposes that design choices are part of a
coherent system giving rise to the notion
of complementarity, that is the idea that
results of a practice will be influenced by
applying a corresponding practice.
Complexity theory: The design of the
organization brings clarity to the chaos and
tames the complexity in order for it to make
sense. However, complexity will mean that
design cannot remain static. New interactions will be introduced into the system constantly and therefore, any Organizational
Design needs to be responsive to ensure
that chaos doesn’t return to the system.
Three organization design frameworks,
McKinsey 7S, Galbraith’s Star model, and
Foster’s Organization Balance were reviewed.
McKinsey 7S framework: Highlights the
intricacy and multiple issues that underlie
the organization’s design beyond simple
strategy and structure. It highlights that
there are many interconnecting parts to the
organization’s design, which are required to
fall into line.
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The Star model: Each point of the Star
model outlines different components of the
organization which support the delivery of
the strategic direction of the organization.
If they work together in harmony, then
each component will contribute positively
to the achievement of the strategy.
The organization balance model:
Takes into account the holistic nature of
an organization whereby each section of
the framework describes a human process
element of the organizational ecosystem,
which interacts with other elements and
results in a positive or negative impact
upon organizational performance.
The theory and practice of organization
design demonstrates that the process of
organization design must be one of considered thoughtfulness. It is more than drawing a structure on an organization chart and
sorting out reporting lines. It is a systematic
appraisal and composition of the organization that is required to achieve the organization’s purpose and encompasses the unseen
as the well as the seen in regard to the architecture of the organization.
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