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Organisational Design

Six Elements of Organisational Design to Consider
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Organisational design is a key task of leader-
ship and a crucial leverage point for increasing

the performance of modern organisations. The
success factor for achieving this performance
increase is the intelligent combination of effi-

cient and effective routines with flexibility and

openness for new ideas!

Decision making is guided by key processes
and communication structures. As Niklas

Luhmann puts it, organisational design, thus,

helps to “alleviate the chaos in organised so-

cial systems, even though it cannot prevent it.

”

Organisational design is therefore far more
than an organisational chart showing the
distribution of authorities and the hierarchical

decision-making structure. On top of this, it
includes horizontal linkages, business process-
es, HR systems and infrastructure decisions.

Consistently reviewing the organisational
design is as crucial for success as implement-
ing the chosen design in daily management
decisions. The design provides a framework
for each leader’s individual leadership style,
as well as for cooperation in leadership teams
- the leadership practice. Leadership and or-

ganisational design are two sides of the same

coin.

How to Develop a New Organisational Design

How to distribute our
work and authorities?

e Principles and logic of overall
structure

¢ Management of key dimensions,
e.g. function, product, customer,

geography, etc.?
e Structure of sub-units

How do we decide
and control?

e Decision authorities and
decision rules

e Target setting, management
control, governance systems

e Key performance indicators

How do we ensure
the fit between
people and jobs?

e Job families / job descriptions
o Competences and profiles of personnel

e Talent management systems

e Compensation and benefits systems

Governance
Systems

Human
Resource
System

Formal
Structure

Horizontal
Linkages

Business
Processes

How do we s.hclpe our work

environment?

e Work place and office architecture

e technical infrastructure

e communication and collaboration platforms

e |T systems

What is the business strategy
the organisational design has

to support?

e Market dynamics

e Business strategy
e Organisational design criteria

How do we link

units across the

organisation?

e Horizontal linkages

e Communication formats
and communication media

e Standard communication
calendar

How do we
generate our
products and
services?

e Core processes
e Support processes

Specify the
Strategic
Requirements

The process starts with a joint
look at future challenges and
the definition of the strategic
goals. Organisational design
criteria reflect the strategic
requirements and are later
used to evaluate the current
organisation as well as alter-
native options.
Reorganisation is not an end
in itself. The aim is to take ad-
vantage of changes in under-
lying conditions and maintain
or improve the organisation’s
performance.

Assess the
Organisation

Following this, it is necessary
to develop a common picture.
The organization is reviewed

using several tools for analysis.

The guiding question is: To
what degree does the current
organisation match the cur-
rent and future challenges of
the market and the clients?
The result is a ‘current state
assessment’ based on the
strategic requirements.

Develop Design
Options

This phase sees the develop-
ment of alternative design op-
tions. Generally, the organisa-
tional structure, the horizontal
connections, the governance
systems, the business pro-
cesses, HR-systems and the
organisation’s infrastructure
are important dimensions.
Shaping new design options
is a creative endeavour with
intense discussions on basic
principles and critical details.

Decide on the
Overall Design

In this step, the different op-
tions that have been developed
are evaluated and a strategic
decision needs to be taken:
which of the options (including
the status quo) most effect-
ively matches the challenges
and design criteria that have
been identified in analysis?

Detail the
New Design

Eventually, all new key elements
of the organisation (see ‘six
design elements’) are planned.
The interconnectedness of the-
se elements makes an iterative
procedure most appropriate.
Structural decisions require
process changes, changed pro-
cesses require changes in HR,
specific horizontal connections
require new infrastructure, etc.

Plan the
Transition

Now it is time to plan the im-
plementation measures for the
new organisational design in
detail. What needs to be done
until the day of the transition?
How are the parties directly
concerned and relevant stake-
holders to be informed? What
training is needed for new
roles and tasks? Which topics
need particular attention
after the transition? How can
learning and adaptation be
organised in detail?

Anchor the
Design -

Ensure Further
Development

For the new design to be via-

ble and effective, particular

attention and support from

management is needed for

some time after the transi-

tion. In this, the continuous

monitoring of the changes

can provide guidance: Where
do we stand? How has the

organisation’s performance
improved? Which further ideas

should we initiate?



