Organization Frames:
Building Blocks for Organization Design

-

L

Alan Ramias Ray Svenson

Polygon Consulting Ray Svenson
Consulting




Agenda

Why this approach

Introduction to the organization frame
Step-by-step walk-through

3 applications

Practice exercise

Wrap-Up
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The Wall between Process
& Structure
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Process vs. Organization
Structure Design

e 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)

April 13, 2003 Organizational Frames




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

~ocuses on jobs and incumbents; work
processes are invisible

e People may be moved around to different

jobs but with little impact on performance

* Work processes may become fragmented
and even be destroyed

* Not much gain In performance
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Which Approach?

 |f 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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A Process-Centered Approach to
Organization Design

* An organization Is an instrument to
transform inputs into outputs In service of
business objectives

e Processes are the means of achieving the
transformation of inputs Into outputs

e Our belief Is that a macro process model Is
the best first step to organization design

April 13, 2003 Organizational Frames




The Organization Frame

A key tool In process-centered organization
design Is the Organization Frame

— Provides a high-level view of the “should-
be”’processes for a given organization

— Enables the designer to develop an organization
structure that optimizes process performance

— Tool is applicable to any organization, any size,
any business

— Applies to organizational restructuring and to
start-ups
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The Organization Frame
Definition

A tool for visually representing the
macro design of an organization on

a single page
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The Organization Frame
Components

e Macro Design includes:
 Organizational mission
» Performance Requirements
e Customers
o Suppliers
 |Inputs
 Outputs (products & services)
e Core processes
» Performance feedback
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The Organization Frame
Template

Mission Performance
Requirements

Process

Purpose Sender Receiver Measures

Purpose Sender Measures

Purpose Sender Receiver Measures

Sender
Purpose Receiver Measures
Sender

Performance Feedback

Information Frequency Source
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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

e Moves clients from an “org. chart” view of
organization structure to a systems &
process-oriented view
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The Organization Frame
Levels of Application

o Typically applied to a function or
department

e Can also be applied to an office, region,
team, or a single job

e Can be applied across an entire business
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The Organization Frame
How to Build One

* |dentify the organizational scope
o |dentify the processes

 Build an organization frame for the selected
organizational scope
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Human Resources

|dentify Scope

Corporate Human
Resources

HR Vice President

Training &
Staff Services Staffing Organizational
Effectiveness

Employee
Relations

Employee
Communications

HR Planning

Information
Systems
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Health & Wellness

Regional
Directors

Regional
Services

Regional
Services

Regional
Services

Regional
Services

Regional
Services

Regional
Services
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Human Resources
Derive Organizational Mission

The mission of the Pay Systems
function is to design & maintain
pay systems that reward and
reinforce individual and team
achievement, and help to retain
key talent
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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
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Human Resources
|dentify Process

Employee-Related Services Organization-Related Services
Recruiting HR Planning
Staffing Executive Succession Planning

Orientation 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

Pay Systems

Equity Studies
Process

Job Planning
Process

Compensation
Design Process

AnNnual Merit
Review Process

Off-Cycle Merit
INnNcrease Process

Quarterly Bonus
Plan Process

Executive Pay
Process
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Human Resources

Define Purpose of the Process
(1.e., Equity Studies process)

The purpose of this process
IS to ensure acceptable retention
ratios by periodically assessing

external pay equity against

regional businesses
and industry leaders
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Human Resources
|dentify Outputs & Recelvers

Pay adjustment
guidelines

Job reclassifications

Equity Study results

Pay adjustments

Organizational Frames




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

Collect pay-related
Issues & needs
internally

Develop pay
adjustment
package

Design survey Collect data from
instrument survey companies

Analyze & compare
data to internal pay
systems

April 13, 2003 Organizational Frames




Human Resources
|dentify Performers; Add Supporting Information

: Based on ACA Regional - April, May
Continuously standards National - June, July

Collect pay-related
Issues & needs
internally

Develop pay
adjustment
package

Update survey Collect data from
Instrument as needed survey companies

Corporats Corporate 1
Comp Comp
Team Team

Employee Corporate
Relations Comp

Regional Pay Team

Specialists

HR managers Analyze & compare
data to internal pay
systems

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

Mission Performance
Requirements

Equity Study Process ,
—> _|—> Receiver
Pu rpose el Update survey Collect data from Develop pay Measures

Sender 4
A;nalyzel& comlpare
ata to internal pa
Sender —|_> Systems |—> Sender

Job Planning Process

Compensation Design Process

Annual Merit Review Process

A

Performance Feedback
Information Frequency Source
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Senders

The purpose of
this process isjf* HR system
to develop andj§ databases
maintain
compensation
systems and
terms that sources
reinforce high f§* Regional
performance f§ comp
and retain key @ functions
talent

trend data
» Business

unit pay

practices
» Employee

Human Resources
Generalize at Organizational Level

Compensation & Benefits

Create
philosop
hy &
strategy

Analyze
turnover
& exit
data

Conduct

equity
studies

Create
comp
packages

Perform
cost/
benefit
analyses

Receivers Measures

» Compensation
strategy

* Performance-
based comp
packages

» Guidelines for
expats & nationals

» Comparative
salary info

» Annual surveys &
polls

» Payroll & benefits
services

external
equity

* Retention

* Variances in
packages &
terms across
positions &
regions

o # packages
within
guidelines

* Regulatory
agencies

managers

* Legal

* Regional
pay
functions

Employee Health & Safety
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Organization Design Process

Organization
Vision 4 Structure

Mission Charting
Strategic Direction '
Specific Business

Objectives Job/Team
Designs

Current

Functional
Process

Mapping

Design
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Global Consumer Products, Inc.
Current Situation

e Global Consumer Products Business
e Product development & manufacturing in North America

e 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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New Macro Design

Strategy

= Resource
Allocation

= Admin Support
* HR
* Finance

Supply Chain
Business Unit

* Product Development

= Manufacturing/
Procurement

= Distribution

April 13, 2003

Marketing

Business Unit
Product Requirements

p

Product Delivered to

» Marketing strategic planning

» Brand/portfolio management

» Program/communications
development

» Relationship management

» Sales through distributors
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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

Organizational Frames

» Database/
relationship
marketing

Distributor and
third-party
interface

Productivity
program &
brand
experience
programs




Marketing Strategic Planning

Organization Frame

Purpose Senders Inputs Processes Outputs Receivers
To communicate Stuanon anahss| | Global Marketing Strategy
marketing Market research + Pnancial Classify markets and
direction and analysis develop market | m| Develop strategies Corporate
focus long-term * Product line strategy framework
(35 years) performance Analyze external Leadership
Corporate « Distributor market Global marketin: Team
Leadership performance : i S ket
M + Financial targets
erformance ] « External focus
L_performance | Identify issues fana Identify glcb‘a\ vs. Develop P & L Review for alignment Develop strategy « New product needs [ ™
Finance opportunities for | | regional || forecast and coordination  [——m  communications + Brand strategy Supply Chain
growth and opportunities and - Sales targets with Supply Chain pride - Product/service Management
performance issues . vestment « Publications strategy
Corporate plan
Local Marketing Internal capabilities
performance ket
arketing
c management
Distributor it team
leadership analysis data
Brand/Business Line Plans All market
(Each Business Line) 5 management
Brand/business line plan
i Global marketing Priortze global Develop business “Financil traget
development and strategy product line portfolio line plans : 32!'.(}3 nsltnraieg|es
global brand Review for alignment Develop business . Erand tocds
Define business line Identify regional vs. and line « Brand support
‘support activities y reg
il Product e and brand building global opportunities with Supply Chain plan - New prmfuc(t
Peloee 3T rom opportunities and issues + Brand gudennes
s-is)
Prioritize global Develop financial
brand support goals for business
Regional needs activities line
Focus resources Regional/Country Sales & Marketing
Central Global marketing : -
ornegi:;?;‘leavr\‘r;g Marketing strategios Strategic & Operating Plan
Marketing
market financial
goals Regional sales and management
Develop product : team
Regional ™ poriol " marketing plan
financial targets portiolio priorities * Incentive strategy
Corporate "
Leadership - glslnbulors
- ustomers
Local market Classify local i . Region
Develop Brand Develop regional
assessment Solicit and manage Analyze external makets per market | [ (000 npmmes R suategies Review for management strategy management
distributor leadership Tarket framework pport p coordination and Communications - Distributors (all regions)
input g a - Marketing
alignment with plan v I
-environment .
, oi L,| Develop sales - ;:ZE::E‘:“PPQ" Local
Internal capability Identify regional vs. support priorities - . ocal
Demographic assessment || jocal opportunities | —| Df?:::’c‘i’a"eggc';‘sa' H . ﬁ‘f;:;‘:"‘ca“ms management
data r and issues - Events
Develop relationship - Business line focus
Distributor
Distributors environment priorities Supply Chain
management
Reputation
Brand & Brand/Business Distributors
Business Line
Teams Line Plans
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Marketing Relationship Management
Organization Frame

Purpose Senders

Marketing
Database

Finance

Distributors
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Inputs Processes Outputs
Database/Relationship Marketing
Corporate strategy

Action plans

) Analyze and cany out

Market by Write
market/region || Mak; agono | ot climinary || '?e"e“"’ plans | ) actionplan || Evaluate resuits |-»| Segment data identify key intervention
nasessmont go decision planiobjecives for segments customer
segments programs)

Data from
counties (internal/

benchmark data)

Triggers:
« Segmented

Market
opportunity
Result of prior
campaign
Business
request by
sponsorshipline
or brand

Distributor data &
feedback

Distributor & Third Party Interface

Arrange for

Gatherand | | g i rategy || Share options [-»|  speakers,

Hearissue ™ analyze facts
4 events

Productivity Programs & Brand Experience Programs

Output from
relationship/
database marketing

Establish
partnerships
Design | | with service Budget for Manage

Produce
" M > Sell it >
providers intervention project intervention el

{

Existing institution

globally and
locally

Implement it

To evaluate in
database
marketing

Revised way of
structuring
market

Revised set of

Receivers

Marketing
Managers

Distributors

Sales

Organizational Frames

Mutually
acceptable
response to

the issue

raised

Consumer
loyalty

Affinity loyalty
Inbound
marketing

Targeted

market
insertion

Distributors

Marketing
Managers

Distributors

Sales

Dealing with
people
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Sales Organization Specs

Sales Distributor
Strategic Relationship
Planning Management

Rules Sales Plan Productivity Events
Management [|[Administration|| Management || Management

o Sales global < Relationship Conduct * Business Unit ¢ Distributor « Events
strategic management and rules headquarters productivity Management

planning Business support management

Sales support * Region/local
regional materials

strategic (BSMs)

planning

Sales
individual
markets
strategic
planning
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Sales Strategic Planning
Organization Frame

Outputs

Receivers

Global strategic plan
Risk reduction
Image

Rules

Core plan

Awards

Business model
Compensation and
rewards strategy

+ Communications

orporate

C e
Leadership Team

Marketing

Team

Supply Chain

Management

All Marketing &

Senders Inputs Processes
Sales Global Strategic Planning
Global strategy Develop strategy:
et |——>{+ corporate Review Core plan Gather and assess Internal assessment Define outputs/
. Mfg. and other inputs distributor input weaknzsses results, create/define —‘
strategies
: Marketing plans/
Marketing initiatives
Financial results
Finance »| " and conditions
Sales Regional Strategic Planning
Ciobasaes | p| Sovm S . assess ot Itmal assessment —
1us all above com elmo¥\ market of strengths and Develop strategy  |—| financial resources
P P and economic trends weaknesses plan

Sales Individual Markets Strategic Planning

Global Sales
strategic plan
plus all above

External analysis/

April 13, 2003

competition

Assess external
market condi

and economic trends

Internal assessment
of strengths and

weaknesses

Develop strategy

o

Develop staffing and
financial resources
plan

—

Regional strategic plan
(for some regions

Risk reduction
* Image

[e]
oc
535
ag @
5
3

Business model
(include IMC)
ADAC/interfaces/
founders council
Compensation and
rewards strategy
Communications
Staffing

Financial resources
plan

Regional strategic plan

(for some regions)
Risk reduction

Image

Rules

Core plan

Awards

Business model

(include IMC)

ADACIinterfaces/

founders council

Compensation and

rewards strategy

Communications

Staffing

Financial resources

plan

Organizational Frames

Sales
Management

Marketing
Management
Team

All Marketing &
Sales
Management

Supply Chain

Distributors

Notes:

Representatives of the regions

and headquarters develop the

global strategic plan;

Strategic plan is a very simple,

abbreviated process, not

resource intensive;

Involve marketing in the planning
ess
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Sales Relationship Management

Purpose: Develop mutual trust
and belief in the long-term viability
of our business to maximize the
lifetime valye of the distributor

Organization Frame

Processes

Senders Inputs
Distributor
Databaes Distributor data
Distributor
Distributors feedback

Outputs

Receivers

Maximized lifetime value
of the distributor
ivity over

Identify and
analyze the
distributor
network

>

Develop _

Develop and

strategiesfor
going after that
network

« overall

« per segment

in-

depth knowledge

of key distributors
and their
business

>

Implement the
strategies to build
relationships

>

Advocate for the
company and
advocate for the
distributors.

Identify and solve
problems and
issues (2 ways)

>

Provide ongoing
customer
distributor service

>

Help distributors
achieve business
success

>

Systematically
collect distributor
input

>

Involve
distributors in the
decision-making

process

lifetime)
Increased sales

Business growth
Improved image/
reputation

Distributors

Clear ing of
distributor needs
Distributors understand
company situation and
philosophy

April 13, 2003

Organizational Frames

38




Marketing and Sales
Process Integration Ideas/Benefits

Process 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 management processes

Integrate/combine communications processes Same message

Eliminates conflicting messages and clutter
Reduce overlap or redundancy

Integrate distributor training (product and business) Increased 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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Organization Frame Guides
3 Levels of Design

Organization
Frame
Organization
Design

Unit & Team
Design
Job Design
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High-Level Structure View

.

me

» .
o//////////// /

i GO o2

SSSSSSSSSSSSSSSSSS

5 Regions
9 Subregions
Approximately 40 Field Business Units

Subregion



Structural Concept

Region

Sub-region

Field Business Unit (FBU)

e Represents the region on
global governance teams

e |Leadsaregion
governance team
structure

— Business leadership team

— Marketing and sales
strategy

— Business line teams
— Sales administration team
— Events team

— Support team

e May develop marketing,
merchandising and sales
activities

e May or may not have a
region central staff

e Develops marketing,
merchandising and
sales activities

e Expandable

e Could be:
— 1 country
— More than 1 country
— Part of a country

e Backup and support for Field
Business
Unit

e Functional capability:
— HR
— Finance
- 1S
— Legal

e Varying sizes (2-50 people)
e Basic front-line unit
e Expandable
e Could be:
— 1 country
— More than 1 country
— Part of a country
e P/L responsibility
e 1% line of distributor contact

e [Implement marketing,
merchandising and sales activities

April 13, 2003
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Structure/Process Matrix
Sales Relationship Management Example

Identify & analyze
distributor network
(database)

Develop
relationship
strategies

Develop in-depth
knowledge of key
distributors
(database)

Center

— For global
distributors

— Maintain global
database

— Global strategies

— Application
templates

For global
distributors

Region

— For regional
distributors

Adapt to region

Add regional
knowledge

Sub-Region

— For sub-region
distributors

Adapt to sub-region

Add sub-region
knowledge

Field
Business
Unit

— For local
distributors

Adapt to local market

Add local
knowledge
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Example Unit Structure Chart
Europe Region: Central Europe Sub-region

Area Sales
Director

Central Europe
IS Europe

Regional Sales
& Marketing
Manager

Merchandising
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Job Design

— 63 different job models

e Position Summary

 Essential job responsibilities (linked directly to
processes in organization frames)

 Vertical reporting links (up & down)

« Horizontal links (across processes)

« Background/experience requirements

« Knowledge, skills & abilities requirements
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Example Job Model

Regional Sales Manager

Roles

Job Responsibilities

Distributor Relationship
Management

= Define & analyze distributor network in region

= Adjust global relationship strategies

= Develop in-depth knowledge of regional
distributors

April 13, 2003
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Key Points

* Organizational frame is useful for:

— Defining how the business transforms inputs
Into outputs

— Working tool to design “should-be” future state

— Reference tool for:
 Organization structure design
e Detailed process design
e Team and job design
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Key Points

You don’t have to have all the component
parts for the tool to be useful

It Is an easy way for a design team from the
real world to depict the work of the
organization; they can do it quickly & not
get bogged down In details

Reviewing the work of separate groups
(e.g., Marketing & Sales) can suggest new
Integrated alternatives
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