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Defects in Modern Organizations: Field Findings and
Discovery

Sergey lvanov

Abstract—This paper brings forth my serendipitous
discovery of the relationship between defects and compressed
organizational structures. In this paper, | define what a
compressed organizational DNA structure is, and discuss
organizational studies | have carried out since 2000, with a
particular focus on the studies in 2007-2009, 2010, and
2011-2012 in the U.S. Federal Government, a privately-owned

manufacturing company, and a large multinational corporation.

| identify defects-creating structures in the organizations, and
suggest a general framework for detecting organizational
systems prone to produce defective products and services.

Index Terms—Organizational structure, defects, early
detection of defects, corporate DNA, organizational DNA,
compressed organizations, general theory of managerial
hierarchy, requisite organization theory.

. INTRODUCTION

I have conducted numerous organizational studies since
2000 in various American and European Corporations and
the United States Federal Government. Serendipitously, |
discovered and collected evidence about defects, often
reported by members of the organizations. These defects,
usually undetected at quality controls, span manufacturing
end-products and parts, to services to customers, as well as
internal organizational processes (for example, lack of a
realistic business strategy).

Analyzing studies and data, | noticed that defects always
relate to certain organizational structures, which are easily
identifiable. These structures, which | describe as the
Compressed Corporate DNA, produce deficient work
because of the nature of this type of the organizational
structure. ldentifying these organizational structures may
predict forthcoming product and service defects in a variety
of business settings, from a government or corporate
department developing a strategy, to manufacturing. Once
illuminated, these issues in the Corporate DNA are easily
addressable, to the benefit of all members of the organization
and its stakeholders.

Il. THEORETICAL FOUNDATION

| apply systemic and rigorous methods of the General
Theory of Managerial Hierarchy [1] to collect data and
conduct research in all organizational studies. The main
principle of this theory is that work in any hierarchical
organization is conducted through well-defined and distinct
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levels of work. The level of work identifies the complexity of
work in the role. The complexity of work in the organization
increases from the very basic at the lowest levels of the
organization to the strategic roles, such as CEO, CFO, or
Government Executive. Jaques [1]-[5] Brown [6], Kraines
[7], Clement [8], [9], Lee [10], and Ivanov [11]-[15] describe
and identify these levels of work as the backbone of every
hierarchical organization. lvanov calls this structure the
Organizational (Corporate) DNA. The Corporate DNA is the
innate structure and dynamics of every organization. It
consists of roles, relationships, and complexities that generate
organizational dynamics and behavior, and determine the
quality of the upcoming services and products. Discovering
and identifying the Corporate DNA, it is possible to
transform the organization towards quality (or defects), by
modifying its internal DNA structure and role-relationships.

The Organizational DNA consists of the following eight
levels of work:

TABLE I: DNA OF THE HIERARCHICAL ORGANIZATION

Organization Timespan Annual Revenue,
Type / Role Comments
N/A Over 100 years/ | Organizations of this
5 or more type have not been
generations found.
8 Large 50 — 100 years / Over $100B/year
Multinational 3 — 4 generations
7 Multinational 20 -50 years / $10 to $100B/year
1 — 2 generations
6 N/A 10 - 20 years / Stratum 6 corporation
. - [%2]
(long-term) 1 generation can only exist in the [i=4
context of a stratum 7 [i23
or 8 organization. <
5 Unit of a 5-10years/ $100M to $1B/year
Multinational, within 1
ora generation
Stand-Alone
Company
4 Small Business 2 -5 years $10 to $100M/year o
Unitor a ]
Stand-Alone o
Company 5
3 Small Business 1-2years $1 to $10M/year D
2 Mom-and-Pop | 3 months — 1 year up to $1M
Shop
1 Basic 1 day — 3 months Smallest
Organizational organizational role
Role

Timespan measures the complexity of work in the role. It is
an instrument discovered and developed in the late 1960s in
Glacier Metal Corporation, and since then used and tested in
a multitude of studies across the globe [2], [5], [7]. | have
verified and tested this method independently [12], and since
then I have consistently used it to identify and record the level
of work in the role in all organizational research projects.

The timespan instrument identifies the longest actual task
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in the role, as assigned by the manager to the subordinate.
Using this methodology accurately, it is fairly easy to
measure the level of work in the role of any member of the
hierarchical organization (corporation, government, military,
etc.). This instrument is also objective because it identifies
real tasks and their targeted completion times, which the
managers and subordinates confirm during the survey.

The following general structure | have identified in large
American corporate organizations and military. Other
scholars have reported similar findings in the military as well

[5]. [8].

DRAFT Corporate DNA

Management Ranks
Work Level

WMoy T T T T T T T T T T T T T T T T T T Tewoooodm Tk T
3-4 generations
Corporate Army Fair Pay/year, WAS
Pl ioiny

WSy T T ——— . —— T T T T T T T T oo |

2 generations CEO GEN
VI 10-20y $2,400,000

1 generation
vy T T T T T T T T T T T T T T T T T T T Taumoo [T T
Wk T T T T T T T T T T T T T T T T T Teooo [
12y $300,000
> -1 S I,
T 31y

MGR CPT
e e s000_ )
I:1d-3m
Sergeylvanov.org. $40,000

Fig. 1. Management ranks DNA.

The lowest level of work is level/stratum 1. In this level,
the person is tasked to complete a set of short-term
assignments, with the longest targeted completion date just
under three months. A typical project could be to put together
a presentation within a week, prepare a monthly report, and
so on. An example of such a role could be of an intern, who
could be learning new skills in the organization, or an
accountant, specialist, or analyst. This level of work also
implies the lowest decision-making degree in the role.

People working in stratum 1 roles, irrespective of the
occupation, in the Washington DC metropolitan area, also
report fair total yearly compensation between $40,000 USD

at the lower level to about $80,000 USD at the top of the level.

This is the compensation that these people consider to be fair
for the level of work they are doing, as they judge the work in
their own organizational roles. Their managers independently
verified and confirmed these findings.

The complexity of work increases in higher strata. The
manager in stratum 2 is faced with several longer-spanned
projects. Some of the tasks are short-term, just like in stratum
1, for example, monthly or weekly reporting. However,
additionally, the people (usually first-line managers),
working in stratum 2 roles, have several longer-term tasks on
their plates. Examples of such projects could be achieving
quality and standards improvement over six months,
developing an analysis in a year, and others.

The complexity of work increases by leaps and bounds in
the next level, stratum 3. The management rank of this level
is usually of a Director, or Major/Lieutenant Colonel
(MAJ/LTC) in the combat military. In these roles, typically
there is an overarching singular long-term objective, to
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achieve a goal within 18-24 months. An example of such a
task could be winning a new customer, or developing a
business relationship at a sophisticated level.

Senior managers, working in the next higher level of work,
stratum 4, no longer deal with a singular objective, but rather
handle a multitude of objectives within the line of their
business. The longest task is no longer to win a new singular
customer in 1-2 years’ timeframe, but rather increase the size
of the collection of the current programs by a certain amount
or percentage within usually three-five years. In order to
attain such a goal, they logically direct their subordinates in
stratum 3 roles to achieve objectives in 18-24 months in their
singular programs, in an integrative and value-adding way to
each other. A typical delegated objective would be to direct a
win for another upcoming program, enter a new market, and
similar tasks. Generally, managers working at level 4 hold the
rank of Vice President (corporate) or Colonel (military).

Executives in top organizational roles (level 5 and above)
handle large strategic issues that impact organizations 5, 10,
20, and longer years into the future. The future is what these
executive focus by the nature of their roles. They no longer
worry about the current well-run programs at stratum 3, or
process improvement at lower levels. Executives, depending
on the size and scope of their corporations, try to increase the
overall market share of the company, grow financial
multiples, start new lines of businesses, and make daily
decisions that determine the outcomes of their organizations
years into the future. Examples of such work are creating new
businesses and markets, developing next generations of
services, products, and customers, changing the business
model, and so on.

Ivanov [11]-[15] defines roles in levels 5 and above
strategic, and roles in levels 1 through 4 — operational. The
reason for this distinction is that people working in level 4
and below roles are focused on the current programs and
operations, while senior executives in stratum 5 and above
roles, relying on the well-functioning present organizations,
are attempting to define and determine the future of the entire
enterprise. Typical corporate ranks recognizing the strategic
levels of work are Chief, such as Chief Financial Officer,
Chief Operations Officer, Chief Legal Counsel, President,
and Chief Executive Officer. The military acknowledges the
strategic levels of work by the ranks of Major General,
Lieutenant General, General, and in times of war, Field
Marshal.

I serendipitously encountered the issue of defects while
conducting several recent organizational studies, in the U.S.
Federal ~Government  (2007-2009), privately-owned
American Manufacturing Plant (2010), and a multinational
corporation (2011-2012); the latter study is still in-progress. |
collected a variety of data, including the level of work in the
role for each employee. | was struck by uncovering defects in
the organizations in terms of defective work (products,
services, policies, procedures, quality, other types of
deficiencies). In Table I, the number of roles | have studied
up to today (mid-2012).

In all studies, | examined a subset of the organization,
traversing the analysis from the top organizational role

RESEARCH STUDIES
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vertically down to the entry-level employee, and covering as
many roles horizontally as possible. In order to receive
accurate data, | verified every data point about each role from
the person working in the role, as well as his/her manager,
and correlated with the manager-once-removed/other
adjacent roles for congruency of data. A typical data point
would be a real task assigned by the manager, with its
targeted/planned completion date, which all members of the
organization verified (manager-once-removed, manager,
subordinate, others). | recorded all data in the database to be
able to compare all cases, DNA structures, and ran a variety
of analyses.

TABLE Il: THREE ORGANIZATIONAL STUDIES: NUMBER OF ROLES STUDIED
Organization Number of Roles Studied |

U.S. Federal Government | 345

Manufacturing Plant 47

Multinational 1272 (this study is in-progress)

IV. FINDINGS AND DISCOVERY

During the study of the U.S. Federal Government
(2007-2009), U.S. government senior civilian and military
leaders stated that the analysis work was not being carried out
by their subordinate organizations. Often these people would
attest that they would be receiving accumulation of data from
their subordinates or subordinate organizations. Afterwards,
they would be personally conducting the analysis work. This
was one of the major work defects that | encountered and
recorded in this particular study.

Analyzing the levels of work of this organization, | found
that most “analysts” worked in levels 1 and 2 in the following
government and military ranks:

TABLE I11: U.S. GOVERNMENT, MILITARY, AND CONTRACTOR
ROLES/RANKINGS STUDIED

Level of Government  Contractors Military
Work (on-site)
Stratum 2 SES Contractor 1-star General
GS 15 (10%) Officer (BG)
GS 14 CcoL
GS 13 CSM
Stratum 1 GS 15 Contractor COL
GS 14 (90%) LTC
GS 13 MAJ
GS 12
GS 11/10/9
GS8
GS 7/below

| observed that when the analysis work was pushed down
into levels 1 and 2, it produced defects, in terms that the
senior government or military leader had to redo the work
himself (thus, unable to perform the work required in his or
her own role).

Table 111 above lists U.S. government and military ranks of
roles | uncovered to be carrying out level 1 and 2 work.
Interestingly, contractors, whose titles were senior analysts or
planners, usually with 20 or more years of experience,
worked in the lowest level of work — stratum 1, placed there
by their organizational systems, often unknowingly. By the
nature of work in the stratum 1 role, they could not possibly
have produced good analysis or planning necessary to
support decision-making in stratum 5 and above roles,
irrespective of their individual ability or expertise.
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Conducting another organizational study in a small
privately owned U.S. manufacturing plant (2010), | also
noticed that in one of the product lines, workers’ and all
managers’ roles were likewise in strata 1 and 2. | noted that
this product line must similarly produce defective parts and
products, in spite of the highest 1ISO and ANSI quality
certifications earned. | hypothesized that these defects would
find their ways into the customers’ products, costing
replacement expense, reputation, and winning new business,
thus, undermining the work of the organization. | would later
report these findings to the company’s top executives.

Leading another organizational study in a multinational
corporation (2011-2012), and measuring for the levels of
work in key roles in the organization, | noticed a significant
conglomeration of work in levels 1 and 2 in several main
departments. All Vice Presidents, Directors, Managers, and
Analysts worked in levels 1 or 2, as follows:

TABLE IV: MULTINATIONAL, DEPARTMENT ROLES/RANKINGS STUDIED
Department, Multinational Corporation

Level of Work

Stratum 2 VP, Director, Senior Manager

Stratum 1 Manager, Supervisor, Analyst, Receptionist

As in the other two cases, | concluded that this
organization must also produce defective work, evidence of
which | have been collecting in other parts of the organization,
which were impaired by the work of these departments.

V. SUPPORTING EVIDENCE

Supporting evidence of defects comes through reporting
by members of the organizations. Agreeing to a confidential
and non-attribution-based survey, also being a college
professor and scholar, the staff members typically trust my
integrity and my word that | would not disclose their
individual observations to the company’s management or
anybody. Therefore, most members of the organization
usually report their observations honestly and fear-free.

In government and military structures, senior leaders
attested that their organizations could not produce trend
analysis. These findings corresponded to the organizational
structures that employed workers only in levels 1 and 2 (see
figure 2 below).

In the manufacturing plant, the plant owners did not
volunteer information about defects; in fact, they hid it. This
factory received the highest quality certifications from the
U.S. and European quality control bodies.

Having identified that all roles were in levels 1 and 2, |
made the following finding known to the factory owners that
the plant was “producing defects by design of their
Organizational DNA.” The defects were also accentuated by
the fact that there was no 24/7 first-line accountability
amongst the team. Several months later, the company
admitted defects in their private internal memorandum
(2010), “Jobs Short on Materials” [16].

In the multinational study, which is still in-progress,
supporting evidence comes from the departments’ employees,
as well as employees in other parts of the organization. Inside
a department, many employees comment about “turf wars,”
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lack of collaboration, and that “all areas of the department do
not work together.”

Conducting surveys in other corporate units and in the field,
this department was frequently mentioned as one of sources
of corporate dysfunction. For example, the corporation
experienced difficulties in recruiting and winning new
business because of inflexible policies. Often, managers
would describe how they would bend or break an inflexible
policy to achieve a corporate objective so that the company
could succeed. Frequently, people working is such
constricted organizational systems would be demoralized
because no matter how best they try to do their work, the
organizational DNA system is designed to torpedo all good
initiatives. A mainstream example is lack of comprehensive
and coherent policies to achieve and advance the company’
goals on the global market. The symptoms of this type of a
structure are usually low morale, fear, inability to collaborate,
useless meetings, e-mail overload, and other waste of time
and resources. Hardly surprising, it would be at best difficult
to produce quality work under these negative circumstances.

VI. CONCLUSIONS AND SUPPOSITIONS

| found that the Corporate DNA in all organizations that
produced defects was suppressed into levels 1 and 2,
frequently super-imposed:

Work Level Example of a Superimposed/Suppressed Corporate DNA Structure Producing Defects Findings, 2012

11:3m-1y

I I I 1
Role ‘ Role Role Role

Analyst Planner Analyst Supervisor
Fig. 2. Suppressed organizational DNA.

Role
Analyst

In this organizational work structure, all roles are in levels
1 and 2. According to the General Theory of Managerial
Hierarchy [14], it is not possible to have well-functioning
manager-subordinate roles existing within one level of work
because such relationships create conflict and competition,
and thus, are non-value-adding and conflict-inducing in their
nature. In multiple studies | have conducted, the structures
that produced defects resembled figure 2 depicted above.

Combined with the lack of accountability, this mixture,
now predictably, produces defects by design. In government
and military, this structure produces defective work, such as
no analysis altogether, which senior leaders have to redo
themselves. In manufacturing, no continuous improvement
work is possible, and the factory, knowingly, produces
defective products and parts supplied to the end-customers.
Such an arrangement does not help to win new business or
instill confidence in clients. It is also hard to sell a product or
service fully aware that quality is not possible; most people
tend not to be good liars.

In the multinational corporations or government, the
compressed work levels 1 and 2, coupled with a
non-accountable structure, performs poorly for the
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organization to achieve strategic goals for its worldwide
workforce in various parts of the globe.

Worse, it requires executives in levels 5 and above to
deep-dive to deal with the current crises these defects cause,
instead of focusing on the future of their organizations.
Ultimately, the suppressed Corporate DNA sabotages the
organization because top executives can no longer focus on
the future, and the organization loses its way.

I did not plan or intend to correlate or look for work defects
in my organizational studies. Unexpectedly, collecting
symptoms and comments from studied roles, it became
evident that when all work is compressed into levels 1 and 2,
in the context of a large multinational organization, this
structure unambiguously produces defects.

It is becoming clearer why suppressed organizations
produce defects. A hint of the explanation comes from people
working in these structures, who state that “all areas do not
work together.” It is probably self-obvious that when the
department does not work well together, it could not possibly
exhibit outstanding work.

A similar observation comes from the manufacturing plant
where workers have to complete to achieve a certain
production quota, rather than working together to better
quality and continuously improve the product. The choice
becomes either to achieve quota and thus, get paid, or stop the
production line, and be potentially fired. These are not good
choices for adults with families and obligations, especially
for quality improvement in products or services, and also
doubtfully inspiring or motivating.

Additionally, the nature of work in level 1 and 2 is not
complex enough to support critical work that government,
military, and multinational organizations nowadays require at
the strategic work levels 5 and above, in this complex global
social-political environment.

I encourage further research into this phenomenon as to
why compressed organizations produce defects. | also urge
executives to diagnose their organizations by measuring the
level of work in roles, to identify suppressed DNA structures
as soon as possible, because in the end, defects create
expensive crises and loss for the organization, and all of its
stakeholders.

Alleviating the root of defects from occurring in the first
place would solve many current issues for executives, and
create thoughtful and integrative quality products and
services, as well as healthier morale within the organization
itself. It is more inspiring to work for the organization that
has a system in place to allow contributions from everyone,
rather than the organization that only says so.
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