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Abstract. Nowadays, any organization faces external
4 challenges and changes and the organizational development has

been seen as an important tool in managing and planning
organization growth. Organizational development works to
improve organizations and balance the strengths and weaknesses
of a business that is extremely imperative and should not be
overlooked. The organizational development has been defined as
an effort that is planned at organization level and starts from the
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top of the organizational hierarchy in order to enhance the
L organization’s effectiveness through planned interventions in
JEL classification: organizational — processes. The paper emphasizes the
L25 organizational climate, organizational culture, organizational
structure and organizational strategy as the key components of

organizational development. The situational assessment,
UDC: intervention planning, implementing the intervention, data
658 gathering, results analysis and feedback have been determined as
the main steps in the organizational development process. The

human process interventions, techno-structural interventions,

DOI: human resource management interventions and strategic
https://doi.org/10.33108/sep Interventions have been identified as the main cateqories which
d2018.01.061 lead to organizational improvement. The impact of

organizational development interventions on company
performance has been studied and the organizational
development performance metrics have been proposed in the
article.

Key words: organizational development, organizational
development process, organizational development interventions,
and organizational development performance measurement.

1The author's translation of articles. The editors of the Scientific Journal "Socio-Economic Problems and the State" are not responsible for the author's translation
of articles.

Kuzhda T. Organization development components, process and performance [EjneKkTpoHHUI
pecypc] / Tetiana Kuzhda, Volodymyr Gevko // CouiasibHo-ekoHOMiuHi po6JsieMu i gepxaBa. —
2018 — Bum. 1(18). — C. 61-69. — Pexum JocTyny [0 KYpH.:
http://sepd.tntu.edu.ua/images/stories/pdf/2018/18Kktieor.pdf.

This open access article is distributed under a Creative Commons Attribution (CC-BY) 4.0
license.

61


http://sepd.tntu.edu.ua/
https://doi.org/10.33108/sepd2018.01.061
https://doi.org/10.33108/sepd2018.01.061

ISSN 2223-3822 © CouiasbHO-eKOHOMIYHI po6.JeMu i gepxxaBa. — Bumn. 1 (18). — 2018

1. Statement of the problem.

Any organization must quickly react to environmental challenges, whether from
competing companies or economic disruptions. The business world changes constantly.
Successful businesses have long used a process called organizational development to adapt to
these changes, increasing their effectiveness and making the most of their resources.
Organizational development is not simply what businesses do to change and grow or to react
to external factors. Organizational development is a strategic process of organizational
improvement, addressing an organization's changing needs through careful assessment and
planned intervention. Thus, the explanation of the importance of organizational development
and its components, identification of major steps in the organizational development process
and the study of organizational development performance metrics are relevant to the
sustainable development of the organization.

2. Analysis of recent research and publications.

A challenging task of any business is to balance the strengths and weaknesses of a
business that is extremely imperative and should not be overlooked. Thus, some scientific
researchers [1, p.85-120], [4, p.62-115], [9, p.31] have explained the theoretical issues related
to the essence of organizational development, the other authors [3, p.205-280], [6,p.185-260],
[8, p.9-16] have investigated the roles of human resources in organizational development and
the difference between human resources and organization development. Of the various
scientific thoughts, the psychological aspects of organizational development have been found
to be an effective method for managing the organizational change successfully [11], [12].
Thus, many scientific researchers [2,p.300-420], [10, p.242-315] have studied the
relationship between organizational development and organizational change.

3. Unsolved aspects of the problem.

However, a problem of explaining the key components of organizational development,
the organizational development process, the types of organizational development
interventions and the organizational development performance measurement are not being
completely covered, which determines the need for its deeper study.

4. Task formulation.

The goal of this article is to explore the organizational development process and
organizational development performance. The main tasks are: to explain why organizational
development is important to businesses; to identify the key components of organizational
development; to explore the steps in organizational development process; to study the impact
of organizational development interventions on company performance.

5. Main material exposition.

Every organization has opportunities for improvement. That's why the organizations
must quickly react to internal and external challenges, whether from competing companies to
management or financial changes. The business world changes constantly. Successful
businesses have long used a process called organizational development to adapt to these
changes, increasing their effectiveness and making the most of their resources.

Organizational development is an effort that is planned at organization level and starts
from the top of the organizational hierarchy in order to enhance the organization’s
effectiveness through planned interventions in organizational processes, using knowledge of
behavioural sciences.

62



ISSN 2223-3822 © Socio-Economic Problems and the State, Vol. 18, No. 1, 2018

Analyzing scientific works on the definition of organizational development, it was
concluded that the organizational development is an answer to change, a complex strategy
intending to modify the organization’s internal environment, so that it may adapt more easily
to the new technologies, to the new market challenges, as well as to the nowadays stunning
rate at which change takes place.

There are four key components of organizational development necessary to improve
efficiency and expand productivity:

1) organizational climate covers some attitudes and beliefs about organizational
practices that influence member’s collective behaviour through leadership, openness of
communication, participative management, role clarity, and conflict resolution, leader support
and leader control;

2) organizational culture is deeply seated behavioural norms, assumptions, values
and behavioural patterns that influence on organization’s effectiveness [7, 165-210 p.];

3) organizational structure is a subject to change because the roles, power and
responsibilities vary between the different levels of management and alter in a hierarchy
within an organization;

4) organizational strategy deals with the changes and interventions that come to
business in many forms: growth, diversification, integration, retrenchment or stabilizing.

Organizational development process is a process of continuous diagnosis, action
planning, implementation and evaluation, with the goal of transferring knowledge and skills
to organizations to improve their capacity for solving problems and managing future change
[9,12 p.].

Problem identified
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Situational assessment

v
Action planning
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Feedback Implement plan
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Analyze results
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Fig. 1. Organizational development process

Organizational development process is based on the action research model which begins
with an identified problem or need for change. The process proceeds through assessment,
planning of an intervention, implementing the intervention, gathering data to evaluate the
intervention, and determining if satisfactory progress has been made or if there is need for
further intervention. The process is cyclical and ends when the desired developmental result
is obtained.

There are the following steps of organizational development process [9, p. 14-20]:

1st step: Problem identification - the organizational development process begins when
an organization recognizes that a problem exists which impacts the organization’s efficiency
or the top executives have a vision of better way to improve the organization.
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24 step: Situational assessment could be conducted through documentation review,
organizational sensing, focus groups, interviewing, or surveying by outside experts or by
members of the organization.

3dstep: Action planning refers to mapping out an intervention, determining its nature
such as training and development, team interventions, structural interventions, or individual
interventions.

4th step: Plan implementation contains a detailed listing of activities, costs, expected
difficulties, and schedules that are required to achieve the objectives of the strategic plans.

S5thstep: Data gathering - during and after the implementation of the intervention,
relevant data should be gathered. The data gathered is used to estimate the change goals. For
example, if the intervention were training and development for individual employees or for
work groups, data to be gathered would measure changes in knowledge and competencies.

6th step: Results analysis is the final data that is used to determine the effectiveness of
the intervention and to determine if the intervention met its goals.

7th step: Feedback shows if the intervention met its goals, then the process can end,
which is depicted by the raising of the organization’s development. If it did not, the decision is
made whether to continue the cycle and to plan and carry out another intervention or to end
it.

Next, consider the definition of the organizational development intervention and what
types of interventions could be held in the organization. Organizational development
interventions are the set of structured activities where the organizational departments
perform a series of tasks which lead to organizational improvement [5. p.39]. Organizational
development interventions include the following categories:

1. Human process interventions deal with interpersonal relationships and group
dynamics. The following interventions deal with human processes:

- process consultation is an organizational development technique in which facilitator
works closely with manager on the job to help manager improve interactions with other
group members;

- team building is an organizational development technique in which facilitator first
observes interactions of group members and then helps them become aware of ways to
improve their work interactions;

- intergroup training is an organizational development technique that uses team
building to improve work interactions of different functions or divisions, groups or
departments in organizations;

- organizational mirroring is an organizational development technique in which
facilitator helps two interdependent groups explore their perceptions and relations in order
to improve their work interactions;

- organizational confrontation meeting is an organizational development technique
that brings together all managers of an organization to confront issue of whether organization
is effectively meeting its goals. This method mobilizes organization members to identify
problems, set action targets, and begin working on problems;

- large-group interventions is an organizational development technique that involve
getting abroad variety of stakeholders into a large meeting to clarify important values, to
develop new ways of working, to articulate a new vision for the organization, or to solve
pressing organizational problems [5. p.39].

2. Techno-structural interventions deal with an organization’s technology (for example,
its task methods and job design) and structure (for example, division of labour and hierarchy).
They include:

- structural design: this change process concerns the organization’s division of labour
- how to specialize task performances. Diagnostic guidelines exist to determine which
structure is appropriate for particular organizational environments, technologies, and
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conditions;

- downsizing: this intervention reduces costs and bureaucracy by decreasing the size
of the organization through personnel layoffs, organization redesign, and outsourcing;

- re-engineering: this recent intervention radically redesigns the organization’s core
work processes to create tighter linkage and coordination among the different tasks;

- reorganization is an overhaul of a company’s internal structure. Companies go
through reorganization for various reasons. Purposes include improving efficiency, cutting
costs, repositioning the business, and dealing with corporate changes such as mergers and
acquisitions. The restructuring may involve changes to departments, business units and
employee roles, and often includes significant layoffs;

- work design: this refers to organizational development interventions aimed at
creating jobs, and work groups that generate high levels of employee fulfillment and
productivity [5. p.39].

3. Human resource management interventions deal with an organization’s employees.
They include:

- reward systems: this intervention involves the design of organizational rewards to
improve employee satisfaction and performance;

- career planning and development: it generally focuses on managers and
professional staff and is seen as a way of improving the quality of their work life;

- managing workforce diversity: important trends, such as the increasing number of
women, ethnic minorities, and physically and mentally challenged people in the workforce,
require a more flexible set of policies and practices;

- employee wellness: these interventions include employee assistance programs and
stress management [5. p.39].

4. Strategic interventions link the internal functioning of the organization to the larger
environment and transform the organization to keep pace with changing conditions. They
include:

- integrated strategic change: it argues that business strategies and organizational
systems must be changed together in response to external and internal disruptions. A
strategic change plan helps members manage the transition between a current strategy and
organization design and the desired future strategic orientation;

- trans organization development: this intervention helps organizations to enter into
alliances, partnerships and joint ventures to perform tasks or solve problems that are too
complex for single organizations to resolve;

- merger and acquisition integration: this intervention describes how organizational
development practitioners can assist two or more organizations to form a new entity;

- culture change: this intervention helps organizations to develop cultures
(behaviours, values, beliefs and norms) appropriate to their strategies and environments;

- self-designing organizations: this change program helps organizations gain the
capacity to alter themselves fundamentally. It is a highly participative process, involving
multiple stakeholders in setting strategic directions and designing and implementing
appropriate structures and processes [5. p.39].

Once the intervention is chosen, planned and implemented in the organization the next
step is to assess the organizational development performance. Organizational development
performance comprises the actual output or results of an organization as measured against its
intended outputs (or goals and objectives). Organizational development performance
encompasses three specific areas of outcomes [10, p.265]:

- financial performance (income, profits, return on assets, return on investment, etc.);

- product market performance (sales, market share, inbound marketing return on
investment, etc.);

- employee performance (labour productivity, training investment ratio, return on
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investment in human capital).

Organizational development performance measurement is the process of collecting,
analyzing and reporting information regarding the performance of an individual, group or
organization.

A number of indicators have been proposed for measuring the impact of techno-
structural interventions:

- Economic effect of techno-structural interventions (TSI) is defined by subtracting
the annual techno-structural costs from annual income:

Economic effect_TSI = Annual income - Annual costs_TSI (D

- Annual income of techno-structural interventions is defined by adding the annual
income after each techno-structural intervention.

- Annual techno-structural costs are defined by adding the costs dealing with design
and implementation of techno-structural interventions.

Annual costs_TSI = Design Costs + Implementation Costs (2)

The common metrics have been pointed out to measure the impact of human resource
management interventions:

- Return on investment in human capital (HC) is the ratio of the net revenue to the
employment cost (3):

Return on investment in HC = Net revenue / Employment cost (3)

- Training investment value is the ratio of the total training investment to the
headcount (4).

Training investment value = Total training investment / Headcount (4)

- Return on investment of training program (TP) is the ratio of the net program
benefits (net profit) to the training program costs.

Net program benefits
TP costs

Return oninvestment of TP = *100% (5)

- Net program benefits (net profit) are defined by subtracting the training program
costs from the program benefits.

Any organization strives towards a meaningful and informative metrics for
organizational development interventions. Performance metrics could be altered and adapted
as the organization’s environment, strategies and interventions changed. Thus, the
organizational development performance measurement is important tool to assist making
decisions and to understand progress towards meeting the planned outcomes.

6. Conclusions.

From the above, we can emphasize that the organizational development can be used to:
improve organizational effectiveness while adhering to the organization’s culture and values;
maximize employees’ potential and help them amplify their contributions in furtherance of
the organization’s success; assess what is happening within an organization and then conduct
an intervention to try and create positive change; align human behaviour with the
organization’s strategy, structures, processes, business objectives; and promote the
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organization’s values throughout the workplace.

Organizational development performance measurement supports and enables
achievement of an organization and planned interventions objectives. Thus, an effective
performance management focuses an organizational growth, work process, product
innovations and organizational change.
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AHoTaunis.: B cyyacHux ymosax 6ydb-Ka opeaaHi3ayisi 3a3HAE 3HAYHO20 B8NAUBY
308HIWHIX akmopis, a opz2aHi3ayiliHUll po38UMOK po032A90AEMbCA  SAK 8aANCAUBUU
iHCmpymMeHm 8 ynpae/iHHI ma NJAAHYB8AHHI 8AXCAUBUX 3MIH 8 opzaHizayii. OpeaHizayitiHutl
po38UMoOK 00380/5€ 8upiulysamu Ha2a/bHI npobsemu, 800CKOHAIKE8AMU pi3Hi acnekmu
opzaHizayii, wasaxom 36aAaHCY8AHHA ii CUAbHUX ma caabkux cmopiH. B cmammi daHo
BU3HAYEHHS] 0P2aHI3AYIIHO20 PO3BUMKY K YIAecnpsMO8aHO20 3yCUIIS, 3aN0YAMKO8AHO20
suwWuM pigHeM opzaHizayiliHoi iepapxii ma cnpsimMoeaHo20 Ha nideuujeHHs eghekmugHocmi
pobomu, W/SIXOM 8NPOBAONCEHHS 3aNJAAHOBAHUX Op2aHI3aYiliHO-MeXHIYHUX 3axodis.
BcmanossaeHo, wo opeaHizayiliHull Kaimam, opzaHizayitiHa Kysabmypa, opeaHi3ayitiHa
cmpyKmypa ma opzaHi3ayitiHa cmpamezisi € OCHOBHUMU KOMNOHEHMAMU 0p2aHi3ayitiHozo
po38umky 6ydub-s1koi opzaaHizayii. B cmammi euokpemaeHo 0CHO8HI emanu 0p2aHi3ayitiHozo
po3sumky, maki sK: OYiHKa ICHyw4oi cumyayii, nAaHy8aHHs OpP2aHI3ayiliHO-MEeXHIYHUX
3axodis, enposadiceHHs 3ax0dis, 36ip HeobXxidHOI iHopmayii, aHai3 pe3ysbmamis ma
380pomHill 38's30k. BusHaueHo psi0 opzaHi3ayiliHo-mexHiyHUull 3axodis, siki eedymb do
nideuwjeHHs1 epekmusHocmi op2aHizayitiHo20 po38uUMKY, ceped sIKUX MmexHiKO-mexHO/10214HI,
cmpameziyHi 3ax00u, a Makodxc 3axo0u 041 600CKOHAJ/EeHHS1 YNpA8/AiHHS NEePCOHA/IO0M.
Hocaidxiceno enaue opeaHizayiliHo-mexHIYHUX 3ax00i8 Ha Op2aHIi3ayiliHull po3eumok ma
B8UOKpeM/1eHO psid NOKA3HUKIB 0151 OYIHI0BAHHS l020 edheKmu8HOCMI.

KinwuoBi cioBa: opeaHizayiliHull po38umok, emanu opz2aHi3ayiliHo2zo po38UMKY,
op2aHi3ayitiHo-mexHiYHI 3axo0u ma egpeKmu8HICMb 0p2aHi3ayiliHO20 pO38UMKY.
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AHHOTAauMA. B cospemeHHblx yca08UAX AH06as  Op2aHU3Ayusl  UCNblMbleaem
3HayumesbHOoe  B/AUSIHUE  BHEWHUX dakmopos, 4  Op2aHU3AYUOHHOE  pa3sumue
paccmampusaemcsi Kak B8aXCHuIU UHCMPYMeHm 8 YnpasseHuu U NJAAHUPOBAHUU BANCHLIX
usmeHeHull 8 opeaHusayuu. OpzsaHU3ayUOHHOE pa3eumue no38o0Jsiem peuwams HACYyUjHble
npob.1eMbl, CO8EPUEHCMB08AMb PA3/UYHbIE ACNEKMbl 0p2AHU3AYUU, NymeM c6a1aHCUPOBAHUS
ee CU/bHbBIX U C1a6blX cCMOpoH. B cmambe daHo onpedesieHue op2aHu3ayuUoOHHO20 pa3sumus Kak
yes1eHanpasAeHHo20 ycuaus, OCHOBAHHO20 8bICUUM YPOBHEM Op2aHU3AYUOHHOU uepapxuu U
HaNpae/neHHo20  HA  hosbluleHue  3PgekmusHocmu  pabomsbl  nymem  8HeOpeHusl
3an/aAHUPOBAHHbBIX  OP2AHU3AYUOHHO-MEXHUYECKUX Meponpusmuil. YcmaHogsneHo, u4mo
0pP2AHU3AYUOHHbLIU KAUMAm, Op2aHU3ayuUoOHHAsl Ky/bmypd, Op2aHU3AYyUOHHAsS cmpykKkmypa u
O0p2aHU3AYUOHHASI cmpameausl s18/5110Mcsi OCHOBHbIMU KOMNOHEHMAMU O0p2aHu3ayuoHHO20
pazsumus 11060l opzaHuzayuu. B cmamue 8vldes1eHbl 0CHOBHblE 3MANbl OP2AHU3AYUOHHO20
paszsumus, makue Kak: OyeHKd cywecmsyrwujell cumyayuu, NAaHUpo8aHue op2aHu3ayuoHHO-
mexHu4eckux meponpusimutl, gHedpeHue meponpusmull, c60p Heo6x00uMoll UHPopmayuu,
aHaau3 pe3ysnbmamos u obpamuas c8s3b. OnpedesieHO psid 0p2aHU3AYUOHHO-MEXHUYECKUX
Meponpussmut, edywux K nogbluieHuo 3ghdhekmusHocmu op2aHuU3ayuoHHO20 pazeumusi, cpedu
KOMopbIX: MEXHUKO-MexHo/02u4eckue, cmpameau4eckue Mepbl, d makxce Mepbl No
CO08EpUIEHCMBOBAHUK ynpas/eHusl nepcoHasnom. HccsiedoeaHo 6/usiHUe 0p2aHU3ayuUOHHO-
MmexHU4ecKux Meponpusimull Ha Op2aHU3ayuUoOHHOe pa3zeumue U 8bldeseHOo psid nokaszamesell
0.1 oyeHKu e2o aghghekmusHocmu.

KiloueBble cJI0Ba: o0p2aHU3ayuoHHOe pas3sumue, 3mansl O0P2AHU3AYUOHHO20
pazsumusi, O0p2aHU3AYUOHHO-MexXHU4ecKue Meponpusimust u agpdpekmusHocmo
0p2aHU3aYUOHHO20 Pa38uMusl.
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