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The Wall between Process
& Structure
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Process vs. Organization
Structure Design

* Process design focuses on how work gets
done (e.g., work activities, inputs & outputs,
cross-functional linkages, output metrics)

* Organization structure design focuses on
who does the work (e.g., functions & jobs,
scope of responsibility, territories, work
assignments)
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The Typical Application of
Process Design/Redesign

Tends to be for improvement of large cross-
functional processes

Bits and pieces of jobs and departments may
get redesigned but not whole jobs and
functions

Other key processes may go untouched

Result can be a “process tunnel” drilled
through an otherwise unchanged organization
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The Classic Organization
Structure Redesign

* Focuses on jobs and incumbents; work
processes are mnvisible

* Pecople may be moved around to different
jobs but with little impact on performance

* Work processes may become fragmented
and even be destroyed

e Not much gain in performance
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Which Approach?

 If you apply organization structure design
techniques alone, you can miss the details of
how work will get done, especially across
different organizational units (departments,

divisions, functions, territories)

 If you apply process techniques to
organization design, you usually don’t end
up with a complete design
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The Solution?

e It 1s tempting to think that the solution 1s to
substitute processes for structure

 But that won’t work...
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Managing the White Space on the
Organization Chart (Rummler)

Boss

Marketing & Manufacturing
Sales
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Process Management Addresses
Some White Space Issues

Boss

Marketing & R&D Manufacturing
Sales

Product Development Process
I
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But There will Always be
White Space

Boss

Product Development Teams

Order Fulfillment Teams

Customer Service Teams
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The Bitter Truth

* There will always be white space

* The trick 1s to decide where & how you can
best manage 1t
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Possible Structural Options

Functional Geographic

Technology Product Line

Process Customer/Market
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The Bitter Truth 11

* You can’t address all structural options
* At most you can deal with 2-3

* So there will always be structural
weaknesses and white space 1ssues
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A Process-Centered Approach to
Organization Design

* An organization 1s an instrument to
transform inputs 1nto outputs 1n service of
business objectives

* Processes are the means of achieving the
transformation of inputs 1nto outputs

* A process-centered organizational design
finds the best combination of structure &
process
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The Sequence We Follow

Identify the business imperatives

Identify organizational design implications
Determine design requirements

Design the most optimal solution

Overlay compensating mechanisms to deal with structural
weaknesses & white space (things that don’t necessarily
appear on the organization chart)

Teams

Metrics

Shared data, goals, resources

Matrix reporting

Defined interfaces between groups

Councils & other governing bodies
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Organization Design Process

Business

Imperatives
Vision
Mission
Strategic Direction
Specific Business
Objectives
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Organization
Structure
Charting

Job/Team
Future Designs
Organization
Functional
Process
Mapping
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Case Example
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Global Consumer Products, Inc.
Current Situation

* (Global Consumer Products Business

* Product development & manufacturing in North America

« Each country is its own business unit
Product specification
Marketing
Sales (through distributors)
Customer service

Supply chain (within country)

* Central management of supply chain to country
borders
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The Organization’s Problems

* Too much overhead (BU’s 1n every country)

* Major confusion about product development
& product management globally

* Disjointed marketing & sales
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New Macro Design

Supply Chain
Business Unit

YProduct Development

YManufacturing/
Procurement

Yistribution
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) Strategy
YResource
Allocation

YAdmin Support
WHR

“Finance

Marketing
Business Unit

YMarketing strategic planning

YBrand/portfolio management

YProgram/communications
development

YRelationship management

YSales through distributors
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Future State Structural View

5 Regions Field Business Units
9 Subregions
Approximately 40 Field Business Units
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Structural Concept

Region

Sub-region

Field Business Unit (FBU)

Represents the region on
global governance teams

Leads a region
governance team
structure

~ Business leadership team

~ Marketing and sales
strategy

~ Business line teams
— Sales administration team

~— Events team

Develops marketing,
merchandising and
sales activities

Expandable

* Could be:

1 country
More than 1 country

Part of a country

Backup and support for Field
Business

Varying sizes (2-50 people)

Basic front—line unit

Expandable

* Could be:
1 country

More than 1 country

Part of a country
P/L responsibility

1* line of distributor contact

Unit Implement marketing,
) Support team * Functional capability: merchandising and sales activities
May develop marketing, - OR
merchandising and sales - Finance
activities -
* May or may not have a —
region central staff ced
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Process Architecture

Leadership Processes

Operational Results
Planning & Measurement
Budgeting & Evaluation

Strategic
Planning

Organizational
Alignment

Core Business Processes

Product Manufacturing

Development & Procurement b

Support Processes

Human
Resources

Information Facilities
Management Management
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Marketing Macro Organization Specs

Marketing
Strategic
Planning

Brand/
Portfolio

Management

Program/

Communications

Development

Relationship
Management

* Global
marketing
strategy

Brand/business
line plans
(each business
line)

Region/country
sales &
marketing
strategic
operating plan
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Portfolio
management

Launch/promotion
Discontinuance

Centers of
excellence

Product-related
events

Promotions

Marketing
communications

Product/business
training

Internal
communications
from marketing
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» Database/
relationship
marketing

Distributor and
third-party
interface

Productivity
program &
brand
experience
programs




Marketing Strategic Planning

Organization Frame

Purpose Senders Inputs. Processes
o commurcate "SoEOEEEE Global Marketing Strategy
marketng Market research # Fnancal Chssfy markets and
drecton and anayss devebp market | Devebpstrateges
focus bngtem 4. Product he strategy framework
(35 years) y "
Corporate 4. Ditrbutor ‘market
Leadershp performance c
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performance ssues A Investment
Corporate pan vy
LocalMarkethg Intemalcapabtes
performance 4
. Competive
Ditibutor
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BrandBusiness Line Plans
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Product he and brand buting gbbalopportuntes wth Supply Chain phn
e rom opportuntes and ssues
o)
Ribitize gbbal Devebp fancél
brand support goab for bushess
Regbnalneeds actites he
P — RegionallCountry Sales & Marketing
Central Gbbalmarkethg . .
on achevig Morketng Strteges Strategic & Operating Plan
regon and
market fnancal
goab Regonal | Devetp product
ek, poichotes |
Corporate
Leadershp
Localmarket Cssly beal b b '
assessment Sobt and menage Pnalze extemal makets per market o we:p B:"d g wﬂ e Revewfor
dstibutor badershp framework support prortes strateges o "
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Brand & i
Bshaas e BandBushoss
Tearms
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Output Receivers
Corporate
Leadershp
Team
Gbbalmarketing
strategi pan 3-5yr
4. Fnancltargels
4. Extemalfocus
A Newproduct needs
4 d it i
5 BRgISIERe Suppy Chan
4. Pubtatons strategy Management
Marketig
team
Amarket
management
Brandibusiess he pbn
. Fnancaltraget
4. Sehg strateges
4 Postonng
A Brand focus
4. Brand support
4 Newprodu
requiements
4 Brand gutlehes
Marketig
Regonalsabs and menagament
marketing pn team
A Incentve strategy
- Ditibutors
- Customers
A Rebtonshp Regon
management strategy management
- Ditibutors (alregons)
- Marketng
A Marketig strategy
- Promotons
- Trahing support
- Programs Local
- Communcatbns management
- Intemet
- Events
- Bushess he focus
Suppy Chan
management
Ditrbutors

26



Marketing Relationship Management

Organization Frame

Purpose Senders
Marketing

Database
Fhance
Détrbutors
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Inputs Processes Outputs Recelvers
D:
|:| Merket by wite Frajze and Cany out fengens
Make a goino Devebp pans tentfy key terventon Marketn
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‘segments. programs)
Revied way of
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Budget market Détrbutors
Data from
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extemal Reved set of
benchmark data)
Trogers:
4. Segmented
data
4. Market
opportunty
4. Resut of pror
campagn
4. Bushess
request by
sponsorshphe
orbrand
Distributor & Third Party Interface
Mutua
Arange for acceplabb
Detbutor data & Hearbsue Gatherand | | pistategy  |-p| Shareoptons || speakes, response to Ditibutors
feedback anayze facts events the Bsue
rased
Productivity Programs & Brand Experience Programs
Output from Consumer
rebtonshi Estabbh byaty
database marketng partnershps .
To evalate n Marketig
Desgn wh servce Budget for Manage Produce Mar
nterventon providers ™ ntevenon | ™ propet [ nteventon | > St [ [Impementt database pos nagers
mrkethg fly byaty
gbbal and
Exiting hstiutbn beal
Détrbutors.
Sabs
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Sales Organization Specs

Distributor
Relationship
Management

Sales
Strategic
Planning

Sales Plan
Administration

Rules
Management

Events
Management

Productivity
Management

« Sales global
strategic
planning

* Relationship
management

Sales

regional
strategic
planning

Sales
individual
markets
strategic
planning
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Conduct
and rules headquarters

Business SRR

support
materials
(BSMs)

» Region/local
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* Business Unit ¢ Distributor

* Events
productivity Management

management




ales Strategic Planning

Organization Frame

i

Receivers

Gbbalstrateg pan

A Rik reducton
Image
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Busess model
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revrds strategy
Communcatons
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Leadershp Team

Suppy Chain

Management

AlMarketig &
Sabs

Senders Inputs Processes
Sales Global Strategic Planning
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Corporate s Intemalassessment
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Regbnalstrategt: phn
(for Some regbns)
© Rk reducton

© Bushess model
(nclde IMC)

© ADAChterfaces/
founders councl

® Compensatbn and
revards strategy

© Communtatbns

© Staffng pén

© Francalresources
pbn
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Regonalstrategt pbn
(for some regons)
© Rk reducton

© Bushess model
(nclde IMC)

© ADAChterfaces/
founders councl

® Compensatbn and
revards strategy

© Communsatons

® Fhancalresources
pan

——>|  Management

Management

Markethg

Team

AMarketng &
Sobs

Management

Suppy Chan

»  Ditbutors

Notes:

Representatires of the regbns
and headquarters devebp the
gbbalstrategi: phn:

Stategi: phn & a very sinpb,
abbrevated process, not
resource htensive;

Invole merketig h the panning
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Sales Relationship Management
Organization Frame
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Ditrbutors, e o
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ditbutor needs
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Ditrbutors
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Marketing and Sales
Integration Ideas/Benefits

Integration Ideas Benefits to Expect
Combine marketing and sales strategic planning into a total Buy -in from everybody
Marketing business plan Shared accountability for results
Combine relationship management and distributor Speaking to distributors with one voice/one channel
relationship manageme  nt processes
Integrate/combine communications processes Same message
Eliminates conflicting messages and clutter
Reduce overlap or redundancy
Integrate distributor training (product and business) Increa sed sales and productivity
Reduce overlap or redundancy
Shared accountability
Reputation
Integrate product promotions, marketing strategies Alignment of sales drivers
Integrate planning of and participation in events Eliminate duplication, reduce costs
Align message

Higher quality meetings, best practice
More efficient use of distributor time/travel time
Schedule coordination
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Structure/Process Matrix
Sales Relationship Management Example

Develop in-depth

Identify & analyze Develop knowledge of key
distributor network relationship distributors
(database) strategies (database)

~ For global ~ Global strategies For global
distributors distributors
Center ~ Maintain global ~ Application
database templates

Region ~ For regional Adapt to region Add regional
distributors knowledge

~ For sub-region Adapt to sub-region Add sub-region

Sub-Regi
v cglon distributors knowledge

Field
Business
Unit

~ For local Adapt to local market | Add local
distributors knowledge
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Managing the White Space

Supply Chain Marketing
Business Unit Business Unit

Central Mktg.
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Job Design

— 63 different job models

* Position Summary

 Essential job responsibilities (linked directly to
processes 1n organization frames)

 Vertical reporting links (up & down)
» Horizontal links (across processes)
» Background/experience requirements

» Knowledge, skills & abilities requirements
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Example Unit Structure Chart

Europe Region: Central Europe Sub-region

Area Sales
Director
Central Europe
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Example Job Model

Regional Sales Manager

Roles Job Responsibilities
Distributor Relationship | ® Define & analyze distributor network in region
Management

©® Adjust global relationship strategies
® Develop in-depth knowledge of regional
distributors
10/12/06 Designing the Process-Centered
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Summary Points

An organization 1s an instrument to transform
inputs into outputs in service of business
objectives

Processes are the means of achieving the
transformation of inputs into outputs

A process-centered organizational design finds the
best combination of structure & process

No structure/process combination will be
perfect—compensating mechanisms need to be
thoughtfully designed in
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Tool: Organizational Frame
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Organization Design Process

Business

Imperatives
Vision
Mission
Strategic Direction
Specific Business
Objectives
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Organization
Structure
Charting

Job/Team
Future Designs
Organization
Functional
Process
Mapping

Designing the Process-Centered
Organization




The Organization Frame

* A key tool 1n process-centered organization
design 1s the Organization Frame

— Provides a high-level view of “as-1s” &
“should-be”’processes for a given organization

— Enables the designer to consciously design in
the processes within and across organizational
units

— Tool 1s applicable to any organization, any size,
any business
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The Organization Frame
Template

Performance
Requirements

Purpose Receiver

Purpose Receiver

Purpose Receiver

Receiver
Purpose

Performance Feedback

- "
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The Organization Frame
Value

Excellent tool for:
— Depicting & analyzing the current organization
— Modeling the new structure
— Linking the structure to processes & jobs

Moves clients from an “org. chart” view of
organization structure to a systems & process-
oriented view

Typically applied to a function or department
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The Organization Frame
How to Build One

 Identify the organizational scope

 Identify the processes

* Build an organization frame for the selected
organizational scope
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Human Resources

Identify Scope

Corporate Human
Resources

HR Vice President

Pay Systems Organizational pl<_>yee
. Relations
Effectiveness

Employee
Communications

HR Planning

Infoomation

Systems
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)

Regional
Directors




Human Resources
Derive Organizational Mission
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Human Resources
Derive Performance Requirements

*Pay equity with industry leaders...
*Pay & benefits cost containment...

*High retention ratios of key highly compensated employees

10/12/06 Designing the Process-Centered
Organization




Human Resources
ldentify Process

Employee-Related Services Organization-Related Services

Recruiting e HR Planning
Staffing

Orientation

Executive Succession Planning

Organization Design &
Direct Labor Pay Systems Improvement

Indirect Compensation HR Data Management
Employee Health Services Annual Organization Review

Lifestyle Services Training & Development
Performance Review Planning Process

Employee Discipline
Training
Employee Development

Benefits Administration
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Pay Systems - Processes

Equity Studies
Process

Job Planning
Process

Compensation
Design Process

Pay Systems Annual Merit
Review Process

Off-Cycle Merit
Increase Process

Quarterly Bonus
Plan Process

Executive Pay
Process
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Human Resources

Define Purpose of the Process
(i.e., Equity Studies process)
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Human Resources
ldentify Outputs & Receivers

Pay adjustment
guidelines

>

Job reclassifications

Equity Study results

Pay adjustments
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Human Resources
Identify Inputs & Senders

Pay information

Comp system designs

Compression issues

Regional pay rates

Job reclassifications

Pay-related employee issues

Pay-related losses
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Human Resources
Define the Process Steps

D:%I;I
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Human Resources
Identify Performers,; Add Supporting Information

Based on ACA Regional - April, May

Continuously standards National - June, July

Corporate
Comp
Team

Employee Corporate
Relations Comp

Regional Pay Team

Specialists

HR managers

Corporate Comp Team

Regional Pay
Specialists
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Human Resources
Define Measures
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Human Resources
Define Performance Feedback
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Human Resources
Complete the Frame with Other Processes

Performance
Requirements

Purpose

Job Planning Process

Compensation Design Process

Annual Merit Review Process

Performance Feedback

Frequency
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Questions?
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