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“We’ve all been there. You want to get something done at work that seems so simple. And yet
it ends up being so ... hard. Too many layers, too many rules, too many cooks, too many
everything. What’s even more frustrating is that those at the top often aren’t even aware of
the frustrations. After all, they don’t have to deal with them. In fact, they often put those
complexities there in the first place. So they remain blissfully ignorant of the problems they’ve
created. Until, that is, it’s too late. Until the [organization] is toppling under the weight of its
own inefficiencies.”

Editors Note to the Wall Street Journal/MIT Sloan Management Review
Business Insight article Too Big to Manage,
Wall Street Journal, October 26, 2009.
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INTRODUCTION

One of the initiatives defined by Secretary Harvey's Transition Team and executed by the
Secretary was a three-pronged business transformation (BT) program for the Army. The three
elements of the program were Lean Six Sigma (LSS) applied to the Army's generating force
processes; organizational design and development (ODD) * applied to Headquarters, Department
of Army (HQDA) agencies; and Outsourcing (i.e., privatization and A-76/in-sourcing). Other
initiatives supported BT such as leadership development programs available to senior executive
service (SES) civilians in the generating force. Some of Secretary Harvey's BT programs,
initiated during his two year tenure, and then continued under Secretary Geren and Deputy
Undersecretary of the Army Kelly, succeeded, some did not, and some remain in limbo awaiting
action by the new Secretary of the Army (SA) and the Under Secretary of the Army acting in his
role as Chief Management Officer. Our experience was in developing and implementing the
ODD, therefore, our focus in this White Paper will be on that initiative. We have prepared other
White Papers on lessons learned on from the other initiatives. 2

Our purpose follows the practice in the warfighting Army of after action reviews —
analysis and documentation of lessons learned from four years of BT initiatives. It is our intent
that both positive and negative lessons will assist the new SA and the Under Secretary in
identifying those BT programs that should be continued as well as those that should be dropped.
This White Paper also serves as a pre-read to our PowerPoint briefing on the same subject.

Our criteria in evaluating ODD programs are whether or not they resulted in increasing the
Army's efficiency and/or effectiveness in carrying out its mission. Because "efficiency and
effectiveness" are loosely used as BT goals, let us define them in terms of one or more of the
following outcomes:

e Out-of-pocket dollar cost savings (efficiency)
e Cycle time reduction in processes or decision making (efficiency)

e Al l ocation or reall ocation of resources

o Clearer definition of roles, accountabilities, and value-adding work products
(effectiveness)

o Clearer definition of role authorities and working relationships (effectiveness)

! Organizational design is the systematic application of a set of formal design principles that define the
accountabilities associated with key positions and roles in an organization, and legitimates: authorities assigned to
the position; working relationships with others; rights to make decisions and receive information; the securing and
assigning of resources; problem solving and managing the systems and processes central to accomplishing the
organization’s mission.

’Dr. Stephen Clement & Dr. Roger Harvey, Business Transformation in the Army CLessons Learned From SES
Executive Education; and Business Transformation in the Army CLessons Learned from Sequencing Programs,
November 2009.
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e Eli minating duplication of work (efficienc
of work (effectiveness)

¢ Inculcating a culture of always searching for dramatically new ways of doing business,
e.g., instilling a culture of innovation (effectiveness)

e Providing senior leaders with updated skills, knowledge and insights essential to
maintaining their personal growth (effectiveness)

e Exposing senior leaders to contemporary enterprise issues (effectiveness)

LESSONS

This section of our Paper presents the lessons that we learned from our experience in
implementing ODD studies, drafting General Orders 00 (GO-00), and developing a revision of
General Orders 3,2002(GO-3) as a compl ex organization gover
presented in no particular order. Each lesson contains a background section, and then the lessons
learned from the experience.

LESSON 1: THE CONTINUOUS IMPROVEMENT TRAP

Simply stated, the Continuous Improvement (ClI) trap is unduly focusing on improving
rather than innovating. Academic research support by extensive consulting experience has found
a trade-off between the two in business organizations. Organizations that only continuously
improve become lulled into thinking that they are changing with the times (the environment, the
market place, the demands of their customer), when in fact, they are on the verge of irrelevance
and nonexistence. Business history is full of examples: Polaroid and Kodak; U.S. Steel; J.1
Case; General Motors; to mention only a few. CI can squash innovation in any organization.

Continuous i mprovement (ClI) seeks ways of
cheaper, faster, and/or of higher quality. CI typically focuses on processes with its tool today
being LSS. Clfallsunder t he broader category of *
revolutionary change. It is less threatening to people than revolutionary change or less
threatening than radically changing the way an organization does things, including manage.
Because CI in an office or administrative setting (as opposed to a manufacturing setting) is
incremental, less threatening, and typically focuses on saving dollars rather than replacing
people,buy-i n i s easi er. TuptekillL hirtitintibes ad they rsightdvidhn >t r i s e
innovation.

change,

The ClI trap occurs when what I s needed 1 s
doing in radically new ways or possibly not doing it at all. What is needed is innovation. For
example, on the warfighting side, the recent Army Chiefs of Staff could have applied Cl methods
to all el ements of DOTLMPF, but this strategy
fought the Nations’ l ast war . Doctrine had t
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warfare; divisions transformed to brigades; training centers made into villages; warfighters

taught to be diplomats; IED detection researched, developed, and deployed; and equipment

dramatically reconfigured. Since 9/11, the operating Army has not limited itself to Cl; rather, it

has engaged in radically changing the way it operated — it has engaged in innovation. There

was, of course, resistance to some of these changes, but the cost of resistance or moving too

slowly with innovatiomfwdsnosolcthiammgs ngl'i was. t o
innovation and radical change happened.

The LSS initiatives in the generating force were basically Cl initiatives, therefore, they
experienced little resistance. They were most successful in the depots and arsenals of AMC
where the work load was high and the elimination of non-value adding tasks permitted these
organizations to more effectively cope with higher throughput. The up-tempo of war meant that
there was always more demand waiting to be met. As a result, people did not lose their jobs.
Thus, the workforce (and the union) was less intimidated by the proposed changes.

The ODD initiatives, on the other hand, were more radical, frequently innovative, at least
in HQDA. The development of a governance system within HQDA was new and innovative,
although large complex business organizations often have elaborate governance systems,
especially after Sarbanes-Ox | ey . In | ieu of “ i mpagedocumantg”™ Gene
laundry listing functions of each the HQDA agency) by simply rewriting it, Secretary Harvey
and DUSA Kelly sponsored a statement of management principles, and a definition of
organizational levels and the work to be performed at those levels (General Orders 00). After
being signed by Secretary Harvey, GO-00 — itself an innovative management tool -- became the
foundation for an innovative governance system that went far beyond simply listing the functions
of each HQDA agency. The new governance system became the project of DUSA Kelly after
the departure of Secretary Harvey and the confirmation of Secretary Geren.

After DUSA Kelly’s tenure erdaedthemew t h t he n
governance system were put on hold. As we write this White Paper, *hond d” i s their c
status.

Why is this management innovation on hold rather than continuing toward completion
and being adopted as governance system that could dramatically change the efficiency and
effectiveness of HQDA? Why wasn’t itticompl et
being considered as an innovation tool for managing all organizational units in the generating
force? Why is senior civilian Army leadership resisting this change (as opposed to the military
leadership which seems to embrace it)? Part of the answer to these questions lies in the CI trap.
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Organizations are created to achieve order. They have policies, procedures, and formal or
powerfully informal (unspoken) rules. The job for which the organization exists could not
possibly get done without thes® O1 AOh HOT AAAOOAOh AT A DIl EAEAO88 #(
disturb order. Hence, organization tends to be inhospitable to creativity and innovation,
though without creativity and innovation it would eventually perish.
Theodore Levitt
O# OAAOCEOAIGUWQEL .1 0
Harvard Business Revigwugust, 2002

LESSON 1(A): Innovation initiatives require following the rules of change management much
more closely than Cl initiatives. Innovation in large organizations, especially government
organizations, is much more threatening and generates more resistance, than Cl projects.
Innovation projects need continuing senior leadership sponsorship and monitoring; they
must be started early and continuously pushed-along in light of shorter senior leadership
tenure in the Army (usually four years but often shorter); they should be recognized as
culture changes, which mean longer-term time horizons and laying permanent foundations
for change beyond one administration.

Lesson 1(b): Clearly communicate to senior leaders and others impacted by innovation

projects (e.g., a new governance system) that the initiative is in fact innovative and not
continuous i mprovement. We mistakenly named our
GO-3 0, i n SBR).oBExpgectatidAg)( in terms of time-lines, resources, and personnel

assignments) were for simple revisions of GO-3 (2002) when in fact, the initiative involved a

much broader scope of work, including an electronic data base containing role definitions,

authorities, accountabilities, working relationships, and value-adding output for every senior

position in HQDA. In terms of something the Army understands i requirements, and the fact

that innovation requirements are much more extensive than Cl requirements.

Lesson 1(c): A large, complex organizational unit such as HQDA, with both civilian and

military roles, needs a much more comprehensive governance system than a 40-page

document (GO-3) with each agencyobés interpretation of t
Title 10. Large business organizations have a single chain-of-command while HQDA has

both a civilian chain-of-command (the Secretariat) and a military chain-of-command

(ARSTAF). And the Secretariat has other than direct lines of authority over its staff; it also

has lines-of-authority (e.g., oversight, monitoring, advisory, coordinating, and collaborating)

over the ARSTAF. All these lines are complicated, all are complex, and all require more

than a 40-page list of functions. The governance system of HQDA and the generating force

requires more than transferring best practices from global business corporations i the

typical Fortune 5006s headquarters staf-bf-i s much
command. Managing todaydés Ar my imueugimprovement.i nnov at

Lesson 1(d): Innovation requires not only the development of new doctrine but also new

training to support that doctrine. Much of the effort associated with introducing a new

governance system involved developing and promulgating new doctrine and new HQDA

operating procedures. Unfortunately, the misnaming of the project and the lack of universal
understanding among the civilian workforce of hc




www.organizational.com

'S
v ORGANIZATIONAL DESIGN INC ©

ORGANIZATIONAL DESIGN AT WORK

developed, and subsequently fielded, undermined toleration of the change management
process required of the governance effort.

LESSON 2: INTRODUCING LARGE SCALE ORGANIZATIONAL CHANGE

)y £ Ui O60A OPAT O ATu OEI A ET OEAA 1 AOCA 1T OCAT EUAOQEI
strategically nimble, restlessly innovative, or highly engaging pIaces to wouk anythmg else

than merely efficient EO 1 EEA AZPAAOE] ¢ A Ailc OI OAiICci S8 $iT coO A
their DNA [We would add: so it is with government organizations.]

Gary Hamel
The Future of Management
Harvard Business School Press, 2007

Organizations change when they are confronted with irrefutable evidence that such
change is warranted, e.g., a burning platform. In most business organizations, awareness of
eroding performance indices such as falling stock prices, profits, market share shifts, new
disruptive technology, etc, tend to become rapidly visible, especially in an economic downturn.
The degradation of these indices, in turn, demands swift remedial action on the part of the
current executive team if they hope to continue in office. If cost efficiency is the issue, drastic
cost cutting initiatives generally follow, including such actions as personnel layoffs, working
hour reductions, hiring freezes, inventory reductions, and outsourcing. In more serious
situations, revolutionary change occurs in the form of major organizational restructuring efforts
and/or changes in the senior level leadership. These externally driven change effects occur
much more rapidly in corporations than in government agencies.

The absence of true market forces allows many government agencies to continue
operations for long periods of time in denial of the presence of dire external conditions. Unless
there is an externally imposed “burning platform” foisted on such agencies there is no
“stomach” for real and substantial organizational change.

At best, Government agencies will tinker with current processes and structure. While
the leadership of such agencies may subscribe to evolutionary change in the face of dismal
performance indices, they will typically do all in their power to avoid revolutionary change.
“Adapt or die” simply is not in their “game plan”.

Government Agencies are also subject to a large percentage of overhead expense
attributed to personnel costs. For example, in the Army, approximately 84% of the current cost
structure is related to personnel. Thus, any substantial change must involve the reduction or
elimination of personnel. This simple fact creates considerable tension in the organization and
leads to substantial resistance to revolutionary change. Such resistance is understandable and
must be dealt with if change is to be effectively introduced. Currently, there are two conditions
that mitigate against this natural resistance to change. First, there is the impact of the Base
Realignment and Closure (BRAC) legislation. Under BRAC requirements, many organizations are

( 1
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moving to new headquarters locations. These geographic moves provide a natural opportunity
to analyze and reorganize these organizational units. Since most moves usually don’t include
the entire workforce (due to personal choices and/or family considerations), this is a logical
time to introduce substantial change. Second, turnover for a typical government agency is
approximately 6% per year. This target provides a natural goal to impose on existing agencies.
Achieving an annual 6% continuous improvement target is well within the means of most
government agencies. The “6%” goal is a best business practice in many industrial companies.

Lesson 2(a): Major organizational restructuring efforts are successful when they are driven
by severe economic conditions (burning platform) and strongly supported by the senior
leadership. For example, the efforts to restructure the Installation Management Command
(IMCOM) occurred in the face of a $2 billion dollar annual deficit that simply could not be
absorbed in its entirety by the Army Headquarters. Further, both the SA and the CSA
directed that a major organizational development project be commenced to identify
innovative ways to reduce the existing deficit. The senior leadership of IMCOM strongly
supported this initiative and participated fully in all aspects of the change effort.
Consequently, radically new ways for managing the IMCOM organization were proposed
and subsequently implemented. Substantial personnel savings were identified and the
whol e change process was timed to coincide with
Washington D.C. to San Antonio.

Lesson 2 (b): Several organizational restructuring efforts were successful because they
benefited from the presence of external pressures imposed by the senior leadership at the
time. For example:

(1) G-3 Force Management Directorate i achieved a mandated 20% personnel staffing
reduction. (This study was strongly supported by the FM Director with the follow-on
change management process driven by Directorate personnel).

(2) Office of Chief Legislative Liaison (OCLL) i achieved a DoD imposed 10% personnel
cut

(3) Office of the Administrative Assistant to the SA (OAA) i achieved a $39 million
savings imposed by PBD 753 budget cuts

The lessons learned were that if change is to be successful, the effort must be driven from
the top, and implementation supported by the local agencies leadership. To achieve CI
targets of 6%l/yeatr, it is essential that the Department of the Army cut the operating budget
of the local command by that amount. The money must be actually withheld to create the
necessary real savings. (All withheld money should be redeployed to new mission areas or
used to fund new innovation projects). Otherwise, there is no real pressure to make the
Ahardo cuts within an Agency.

Lesson 2(c): Because of the proclivity of existing organizations to resist revolutionary
change efforts, truly innovative projects must be sponsored at the Department level or by an
Agency other than the one where the change will eventually be made; pilot tested at the
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outside Department or Agency; changes made and integrated into the new program; and
then handed-back to the original organization for full implementation or placed within an
entirely new command. The following examples illustrate the success of this process:

(1) RCI Housing 1 Developed and pilot tested at the ASA(I&E) level and handed-off to
ACSIM for final implementation

(2) REF i Developed and piloted in the G3/5/7; awaiting hand-off to AMC

(3) JIEDDO i Department level project

(4) Biometrics i Developed and pilot tested in G3/5/7; Awaiting hand-off

For more information about this subject, or any other white paper, please visit us on our website at:
www.organizational.com or send us an email to odi@organizational.com
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