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On Trumpets, Pyramids, and Onions—
Foreword

It all began with a trumpet, a pyramid, and an onion. The idea for this 
book came to me while I was looking at a sketch by an organizational 
consulting firm that illustrated the development of economic organi-
zations since the beginning of the nineteenth century. The drawing 
presented the deeply subdivided, narrow hierarchy of organizations 
around 1900 in the shape of a trumpet. Organizations were defined by 
a clear structure with unambiguous lines of command. The organiza-
tion’s leader alone had an overview and issued instructions accordingly. 
Command and obedience were the pillars of organization. 

As companies and administration became more complex and mid-
dle management began to expand, the trumpet became a pyramid. 
Increasing numbers of people were assigned responsibility for planning, 
management, and review duties. Functional subdivisions were formed, 
and the competences and responsibilities of discrete departments were 
delimited from one another. Two new elements expanded the rep-
ertoire of organizational tools: staffs to support upper management, 
and matrix management as a kind of transverse hierarchy. Increasing 
levels of automation and computerization led to a further expansion 
of management, despite a shrinking foundation.

Organizations reacted to the rapid transformation of markets and 
other technological upheavals with workshops that brought together 
employees from different functional roles. Project groups increasingly 
supplemented conventional hierarchies. Pyramid-shaped organizations 
began to resemble an onion. However, the “onion shape” was not 
the last metaphor that would serve to represent the organization of 
collective action. New “post-onion” organizational concepts arrived 
on the scene at an ever-faster pace, with names such as the “learning 
company,” the “agile organization,” the “modular firm,” the “fractal 
factory,” or the “cellular system.” 
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In this book I examine how managers, consultants, and scholars 
conceive of organizational structure in a post-onion age. As an orga-
nizational scholar, I am not in a position to promote new forms of 
organization as a panacea for a crisis in bureaucratic organization that 
has already existed for quite some time. In defiance of the general 
enthusiasm for new organizational concepts that come to the fore again 
and again, this book examines the difficulties, weaknesses, and limits of 
post-bureaucratic forms of organization. I look at the past experiences 
of companies, administrative bodies, and political organizations with 
the breakdown of their hierarchies and efforts at decentralization. I 
argue that the drive to break down all boundaries, both internal and 
external, threatens to “diffuse” the entire organization, to deprive orga-
nizations of their internal cohesion. Employees lose a clear image of 
their organization (the identity dilemma). Organizations dedicated to 
innovation and change create zones of insecurity within their organi-
zation that threaten to foster a “permanent politicization” of internal 
processes and decision-making (the politicization dilemma). Ever more 
organizations are resorting to streamlining strategies in reaction to 
increasing complexity, yet it is precisely this impulse toward the sim-
plification of processes that leads to growing complexity, even if it is 
not perceived as such (the complexity dilemma). 

Beyond the Dramatization of Innovation

Readers who are looking for the latest management methods to spruce 
up their upcoming PowerPoint presentation or to bring a new con-
sulting service to the market will not be happy with this book. In 
most cases, the presentation of over-hyped innovative organizational 
concepts is really just a repackaging of the post-bureaucratic organi-
zational principles that have been known quantities for some time. 
There were experiments quite early on in Germany and the United 
Kingdom with partially autonomous production groups, an idea that 
has been presented each decade as a revolutionary discovery under 
some new name. The demand to break down hierarchies in organi-
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zations found expression in the work of the pioneering management 
thinker Mary Parker Follett (1941: 158), who for decades called for 
the replacement of “vertical authority” in organizations by a “hori-
zontal authority.” 

Innovation in new post-bureaucratic organizational concepts has 
come to rest almost exclusively on the invention of new terminol-
ogy. Yesterday’s “flexible firm” is today’s “agile company” and proba-
bly tomorrow’s “systemic operation.” The “adhocracy” of yesterday is 
today’s “team-based organization,” and perhaps tomorrow it will morph 
into a “holacratic organization.” Much-vaunted “expert networks” are 
marketed today as “communities of practice” and will probably become 
“crowds of wisdom” tomorrow. If we gain some distance and perspec-
tive, however, this urge to dramatize innovation is understandable. 
Managers entering a new organization often feel compelled to expound 
on conceptual innovations to show that they will approach things dif-
ferently than their predecessors. Consultants find themselves competing 
with other consultants not just for clients, but also for claims to author-
ity over organizational concepts, leading them to invent new buzz 
words over and over to impress their clients. Financial journalists can 
hardly sell their readers—who are oriented to current developments— 
the idea that, despite all of the imagination that goes into inventing 
new management concepts, everything often still remains in principle 
the same in organizations. This is why the financial press is always there 
to cover developments when a new idea is trotted out. 

However, the invention of ever-new terms for post-bureaucratic 
forms of organization cannot conceal the fact that the problems largely 
remain the same. In my critical examination of ostensibly new organi-
zational principles, I therefore refer to the verbal excitement in man-
agement literature merely to present fundamental scholarly insights 
into the ways in which post-bureaucratic organizations function, and 
to do so in such a way that will facilitate discussion among practi-
tioners. It is not my objective, however, to include an analysis of the 
most recent shift in management discourse; I assume that this book 
will put readers in a position to identify the central organizational 
principles in the latest iteration of management concepts, and to build 
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a bridge to the problem areas of post-bureaucratic organizations as 
described here. Whoever knows what troubles face “adhocracies” or 
“team-based organizations” will also recognize the basic problems of 
similarly constructed “agile,” “holicratic”, “modular,” “fractal,” or “cel-
lular” organizations. 

The Three Sides of Organization

If we want to understand organizations, we have to distinguish between 
three relevant aspects:1 The formal side of organizations deals with the 
written rules and official requirements that the organization’s members— 
at least in their presentation to other members—must observe or fulfill 
if they want to remain members of the organization. An informal side 
always emerges as well because only part of the expectations within 
organizations can be regulated via the formal side. We are dealing here 
not just with thinking patterns and forms of perception that are typ-
ical to organizations; instead, this is about expectations of action that 
are not aligned with the organization’s formal requirements, or may 
perhaps even contradict them. An organization presents itself to the 
outside world with its display side. The display side of an organization 
can contain elements of its formal side, which is particularly the case 
for administrations and hospitals, but this side consists to a signifi-
cant degree of general value formulations that enable the organization 
to appear attractive in its environment; however, because these value 
statements are so abstract, they can only serve as general orientation 
points for organization members, if at all.

The narrow focus of literature about new forms of organization is 
frequently due to the fact that, in many cases, scholars comprehend 
organizations primarily from their display side. This literature is pre-
sented as though the success stories repeated ad nauseam by man-
agement gurus—which find their way into PowerPoint presentations 
shown at conferences by managers from pioneering organizations, or 
the zealously proclaimed success recipes from consultants—are sup-
posed to represent the reality of organizations. The implication here is 
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that the formal structures (meaning the factual hierarchical relation-
ships and programs of work) and informal structures (which means 
routines that have crept in) are identical to the structures presented 
on the display side.2 

But if we take a closer look at the management literature from long-
vaunted pioneering organizations—firms such as Semco, W.L. Gore & 
Associates, Mettler-Toledo, Enron, Apple, Spotify, or Morning Star—it 
rapidly becomes clear that the management bestsellers from consul-
tants, the Harvard Business Review, or PowerPoint presentations only 
present the display side of these pioneering organizations.3 Often, if we 
pose just three or four questions about formal communication paths, 
we discover that an organization with 5,000 employees that presents 
itself as a learning organization due to its flat hierarchy doesn’t have 
just the officially announced five levels of hierarchy; there are actually 
fourteen. And sometimes we need only ask for the personnel statistics 
to find out that a fluctuation rate of 40 percent per year cannot support 
the reported levels of employee satisfaction. 

It would be wrong, however, to discriminate against representations 
of the display side of companies, administrations, hospitals, armies, or 
political parties as just elaborately constructed Potemkin villages. It may 
sound persuasive whenever, for example, Robert G. Eccles and Nitin 
Nohria (1992: 1) proclaim that, “words come and go,” but “actions 
will remain the central maxim of management.” However, they fail 
to recognize that the production of “words”—especially of “beautiful 
words”—is an important task for management. Visible sides serve an 
important function for organizations: they produce legitimacy, help 
to soften the impact of contradictory requirements, and reduce inter-
nal conflicts because they obviate the need to carry out every conflict 
in public. This is what makes attempts at professional display side 
management quite understandable. Every manager or consultant who 
publicly extols a company or administration as a decentralized flat-hi-
erarchy organization is worth the money, as long as their claims are 
not preposterous. However, we would be making a fundamental error 
if we were to mistake these prettified representations for the reality of 
organizations.
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In this book, I apply a perhaps unusual methodological device. 
I take the managers and consultants from leading organizations at 
their word and show what would happen if companies, adminis-
trations, hospitals, and universities actually functioned in the ways 
that they represent through their display side. Even if we were to use 
organizational science to think through the principles presented on 
the display side—to think them through to their logical end—it is 
clear that pioneering organizations would have significant problems 
in the formation of a uniform identity, that power struggles would 
increase rather than decrease, and that complexity within the orga-
nization would explode.

The Contradictory Nature of Organizations— 
On the Relationship of Theory and Practice

Originally I had conceived of this book as a kind of early warning 
system for organizations that wanted to embark upon the adventure of 
replacing their strongly hierarchical, bureaucratic forms of organization 
with de-hierarchalized, decentralized ones. This book should serve as 
an admonition, a warning about new kinds of coordination problems 
that organizations sign up for if they abandon the time-tested division 
of labor based on hierarchy and functions. In view of the massive 
difficulties that arise in reorganization processes meant to dismantle 
hierarchies and implement decentralization, this book however serves 
the purpose of offering an explanation to those organizations who run 
into fundamental problems when introducing decentralized structures. 
It offers patterns of explanation that do not attribute difficulties to the 
failure of any one individual, but rather to needs for coordination for 
which we do not have a handy solution.

I wrote this book from the very specific perspective of systems the-
ory. At the moment, this is perhaps the most theoretically ambitious 
and most interesting approach in organizational science. It is based 
on the assumption that an organization’s expectations—just like the 
expectations of other social entities, such as small families, groups 
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of friends, or protest movements—are always contradictory, and that 
organizations themselves must, to a certain degree, be contradictory 
themselves in order to be able to meet the requirements of their respec-
tive environments.4 

These contradictions, however, are systematically concealed in con-
ventional management literature. Even if the harmonious image of 
organizations is not always presented in the heavy-handed manner of 
manuals with titles that promise practitioners how they can make their 
organizations simultaneously “more humane” and “more productive” 
(cf. Meltzer/Nord 1981), the management literature nevertheless offers 
a glimmer of the promise that the contradictions inherent in every 
organization can be reduced towards zero. 

Systems theory, however, takes a look at the differences between var-
ious departments and teams, between different levels of hierarchy, and 
between the display, formal, and informal sides. The rationalities, ways 
of thinking, and perspectives that necessarily result from the division 
of labor in organizations can be worked out in a systematic way such 
that we do not lose touch with the “whole entirety” of an organization.

If we systematically work out the problems of specific organizational 
principles and present them to practitioners in companies, adminis-
trations, armies, hospitals, political parties, or associations, we always 
hear the same question: how we are supposed to deal with this? Often 
this question betrays a hope for a quick fix, for a rapid solution for the 
problem. As an organizational studies scholar, I could take the easy road 
and refer to the fact that scholars—at least those who take themselves 
seriously as scientists and do not abuse their university positions to 
market their own organizational concepts—are merely responsible for 
analyzing organizations. 

I don’t intend to avoid this question completely, though. At the 
end of the book, I present relevant search strategies that organizations 
can use to strike a balance between stability and change. I show that 
the management literature assumes that the self-organization of decen-
tralized units can only thrive in a condition of unlimited instability, 
which is a state in which neither inflexibility nor explosive chaos has 
the upper hand. This kind of management locates “stabilization con-
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cepts” of post-bureaucratic organizations, such as exercising influence 
by specifying contexts or techniques, beyond the realm of order and 
chaos. These concepts appear to be a first response—even if it is an 
unsatisfactory one—to the dilemmas of identity, politicization, and 
complexity.



1. 
Monkeys, Revolutions, and  

Post-bureaucratic Organizations

We don’t want to stare into the window of the future.

She’s lying with the past in bed.

The first men were not the last monkeys

And where there is a head, there’s often a board.

Erich Kästner

“I won’t have the monkeys running the zoo.” Such was the response of 
Frank Borman, the former CEO of the U.S. company Eastern Airlines, 
to a demand by company employees for stronger involvement in deci-
sion-making processes within the company (cf. Peters 1988b: 343). In 
the same way that this statement—in its purpose and contemptuous 
equivalence between employees and monkeys—is an expression of tra-
ditional thinking in certain management circles, the vehement rejection 
of such statements by new, and sometimes not so new, management 
gurus testifies to a new kind of thinking about how organizations 
should be structured in the future. The American management con-
sultant Tom Peters and his “in” colleagues use these kinds of quotes to 
set their organizational concepts apart from traditional management 
thinking. If things were to go their way, the organization of the future 
would be a hierarchy-free, democratic, highly innovative, and flexible 
economic organization in which the prosperity and welfare of workers 
is subordinate only to the well-being of customers.5

For managers in Europe, America, and Asia who are regularly unset-
tled by crises, such proposals always fall upon open ears. Many labor 
unions, however, are not sure whether they should view new manage-
ment thinking as simply more sophisticated strategies of control, or 
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whether they can really count on a true humanization of working life. 
Examples from the USA and Europe show that ideas for a fundamental 
redesign of the organization of economic activity are successful, both 
in the form of bestselling books as well as actual practitioners; major 
service companies are trying to find a way out of the hierarchy trap 
with quite profound decentralization. Production companies are hop-
ing to gain a competitive advantage by introducing semi-autonomous 
production teams. And administrations, hospitals, universities, and 
schools are increasingly taking on the tenets of “new public manage-
ment,” which consists of decentralization concepts that were first tried 
out in the private sector.

However, those reports about restructuring in major organizations 
that reach the public via management magazines and the financial pages 
of newspapers are merely the tip of the iceberg. It is becoming clear that 
there is a need for a major shift in the ways in which organizations are 
organized. Self-proclaimed management gurus, organizational consul-
tants, and some organizational studies scholars do not hesitate to speak 
and write about the “necessity of a revolution” (Peters 1988a; 1988b: 
3ff.), a “true revolution” (Crozier 1989: 21; Millot/Roulleau 1991: 12), 
or even a “cultural revolution” (Landier 1991). The “Handbook for Rev-
olutionaries” (Tichy 1993) was directed at managers. As different as the 
specifics of their observations, ideas, and recommendations for the future 
may be, they all agree on one thing: the time of upheavals, of the “gentle 
revolution,” has begun. A zoo managed by the monkeys is on the horizon.

Reports from decentralized organizations, however, suggest that 
the “gentle revolution” may be anything but gentle. As soon as a con-
cept pertaining to decentralization or leveling hierarchies, complete 
with a catchy name, has established itself in the financial papers and 
in management, we begin to hear the initial press reports about how 
the reorganization measures have failed. At first glance, it is with an 
astonishing regularity that management concepts are pushed through 
in companies, administrations, hospitals, universities, or schools, only 
to disappear after a certain time due to reports about failed attempts 
at restructuring. Typically a new revolutionary concept is rung in with 
a management bestseller full of promises for major gains in produc-
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tivity, revenue, and profits, with examples of successful organizations 
and recipes for do-it-yourself change management. The consulting 
companies follow in short order, standing ready to help managers who 
didn’t manage to attain the efficiency improvements promised by the 
do-it-yourself method. After two or three years, the first doubts begin 
to surface. Scientific-sounding surveys are presented, claiming that 
only 20 to 30 percent of all streamlining, re-engineering, or chaos 
management projects are successful.6 Financial publications that had 
fully participated in the general celebration of the discovery of an osten-
sible “philosopher’s stone” now report intensively on failed attempts 
at restructuring.

The explanations offered for the failure of these restructuring 
attempts typically refer to resistance, deficiencies, misconduct, and 
misfortunes among the personnel involved; the failed streamlining 
of organizations is attributed to strong contradictions within middle 
management, a lack of team work among employees, a lack of expertise 
on “lean” reorganization among the managers responsible for its imple-
mentation, and a “lack of acceptance” caused by too little information 
and participation. The collapse of “re-engineering projects” or “agile 
software projects” is explained as the selection of the wrong plan, the 
missing connection between the project and the organization’s strategy, 
insufficient presence in the management team, and a lack of knowledge 
about the “how” of implementation.7

Overall, the short-term effusions for a management concept are 
countered by a surprising deficit of convincing explanatory models for 
the problematic developments that are currently underway. Many man-
agement consultants and scholars may create breathtaking proposals 
for organizations, yet their analyses of potential difficulties suffer from 
pronounced shortsightedness. Without further ado, many consultants 
place the blame for problems in the restructuring process on inappro-
priate staff, averting their eyes from the structural problems that issue 
from decentralization. They then place their trust in solutions based 
on new, fashionable concepts, or rely on a mix of East Asian religious 
mysticism, pseudo-rational motivational theories, psychosocially ori-
ented esoterica, and their own “intuition.”
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But the academic disciplines of business studies, occupational psy-
chology, and industrial sociology all come up quite short as well in 
their analyses of new forms of organization. Although these disciplines 
are able to describe production concepts such as Lean Production, 
Material Requirement Planning, Just-in-time production, and semi-au-
tonomous manufacturing groups, their analyses of problems rarely 
address the roots of measures meant to increase flexibility. Problems 
are all too quickly attributed either to poor interface management 
or successful employee resistance against subtler forms of control by 
management. Frequently, business studies, occupational psychology, 
and industrial sociology do not have a comprehensive framework 
for classifying new organizational concepts. One expression of this 
lack of theoretical constructs is the exponential increase in “posts” in 
the terminology of business studies and occupational sociology: the 
“post-bureaucratic organization” (Heydebrand 1989; Heckscher 1993; 
Alvesson/Thompson 2005) is understood as the result of a shift towards 
“post-industrialism” (Bell 1973), “post-Fordism,” (Lipietz 1993; Gee/
Hull/Lanshear 1996), to “post-economism” (Palloix/Zarifian 1989), 
or even to “post-capitalism” (Drucker 1992).

Conscious of a certain terminological speechlessness, I use the term 
‘post-bureaucratic organization’ in order to examine to what extent and 
by what means “new” forms of organization should be distinguished 
from “old” ones, and why new problems tend to arise. The summary 
of various attempts at decentralization carried out under the moniker 
of the post-bureaucratic organization should facilitate answers to the 
question of whether the introduction of new types of organizations 
is really a “true revolution”—a process of fundamental and profound 
changes—or a “revolution from above,” a “pseudo-revolution” in which 
the only thing at stake is management adjusting its language to new 
requirements. These observations respond to the question of why major 
problems come up when introducing new organizational concepts. 

The word “revolution” describes an abrupt break with the past, the 
breakthrough of a new existential order, and it implies an overthrow of 
power relationships. Such conditions would surely exist if—as certain 
organization representatives and management consultants claim— 
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new organizations were oriented towards complete flexibility and an 
absolute capacity for transformation, and if their employees were the 
“new powers that be.” A shift to this kind of organization—in our 
society, shaped as it is by bureaucratization, hierarchalization, and the 
division of labor—would certainly earn the name of an organizational 
revolution. This book inquires whether such a form of organization 
exists, and, furthermore, whether it can exist at all.

The management literature’s proclivity for laying claim to the term 
“revolution” enables me to sort through, expose the problems of, and 
scrutinize the materials used: Against what forms of organization do 
post-bureaucratic organizations define themselves? To what long-fa-
miliar organizational principles do they refer, and what is new about 
them? Why does the propagation of new forms of organizing collective 
action predominate in discourse about management? Are the assump-
tions presented on the organization’s display side—change as the only 
stable thing, and employees as new potentates—convincing? How can 
organizations oriented towards innovation and flexibility hold together? 
To what degree do relationships to other organizations, customers, and 
suppliers change? 

In the first chapter, I take my analysis of these materials one step 
further, showing that current management literature suggests—unjus-
tifiably so—that it offers convincing, consistent concepts for post-bu-
reaucratic organizations. More often, post-bureaucratic organizations 
face three basic problems: securing the identity of change-oriented 
organizations, regulating non-transparent power structures, and dealing 
with internal complexity. 

In the second chapter, I show that organizations are confronted 
with the problem of having to decide between establishing routines 
and opening up to organizational change. In Taylorist bureaucratic 
thinking, organizations strived to attain the best possible routines: 
stability and redundancy were the watchwords. Because of new tech-
nological possibilities and profound changes, however, there are now 
new kinds of demands for flexibility and innovation in organizations. 
Organizations have to find methods and ways to turn these external 
uncertainties into new internal measures that can move them forward. 
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Innovation, flexibility, and the capacity for change are becoming basic 
conditions for successful economic activity.

In chapter three, I present the developments that would have to hold 
true in the management literature for a “true revolution” to take place 
in economic organizations. Flexibility is the maxim towards which new 
forms of organization are oriented. The formation of profit centers 
and market networks are leading to the development of a new kind 
of more intensive relationships between organizations and the envi-
ronment. The strict division between market and hierarchy as oppos-
ing principles in the organization of collective commercial activity is 
dissolving. The internal organization, the “guts” of post-bureaucratic 
organizations, is oriented towards the axiom of an absolute ability to 
change. Structures are only very loosely connected, and hierarchies 
are being dismantled and decentralization continues. Differentiation 
into departments is disintegrating. New organization structures, if they 
can be described at all as something fixed, require an intensification 
of informal, non-formalized communication. Project groups, semi-au-
tonomous manufacturing groups, and their networks secure both the 
production and innovation process.

In chapter four, the core chapter of the book, I expound the prob-
lems of this development. I show that a “true revolution” would lead 
to the dissolution of organization over the long term. Organizations 
would founder on an excess of internal uncertainty. They face the 
basic dilemma of having to stabilize themselves, even though flexibil-
ity is important for their survival. This “identity dilemma” becomes 
apparent at the employee level as a “politicization dilemma”: when an 
organization commits to innovation and change, it creates new zones 
of insecurity and thereby opens up new power resources for employees. 
Hierarchy and the distribution of skills in departments are no longer 
available as regulatory mechanisms for power struggles. Power rela-
tionships are no longer retained within clear structures of authority, 
and what results is a constant process of negotiation that leads to a 
“permanent politicization” of internal processes and decision-making. 
Condemned to become ever more complex, post-bureaucratic orga-
nizations resort to efforts at simplification that seem as though they 
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might reduce complexity. These simplification processes, however, lead 
to an increase in complexity in everyday practices. The “complexity 
dilemma”—the futile attempt to reduce complexity by means of simpli-
fication—drives organizations to the edge of manageability. Employees 
see themselves as exposed to demands of an entirely new dimension. 

In chapter five, I speculate about possible lines of development 
in post-bureaucratic organizations. There are signs that organizations 
strive to reduce and increase complexity and insecurity. Such a pro-
cess would combine two inherently opposing principles—stability and 
flexibility—at a higher level. Only those organizations that find them-
selves beyond stability and explosive chaos—so the thinking goes— 
can manifest a capacity for self-organization. Confronted by such com-
plex processes of self-organization, specific answers to the worries and 
hardships of post-bureaucratic organizations definitely no longer feel 
as simple as management books and organizational consultants would 
often like to have us believe.





2. 
The Limits of  

Bureaucratic-hierarchical  
Organizations

The Central Office knows it all. The Central Office understands the 

big picture, believes in the big picture, and has a map room. At the 

Central Office, men work together in a constant funk, but they pat 

you on the shoulder, saying, “My dear friend, you’re in no position to 

judge from your individual post! But here in the Central Office …” The 

Central Office’s first and foremost concern is to remain the Central 

Office. God have mercy on the subordinate branch that dares to do 

something independently! Whether it’s rational or not, necessary  

or not, or on fire or not—the Central Office must be consulted first. 

Otherwise, why would it be the Central Office?

Kurt Tucholsky 

An important element of the criticisms levied against centralized, hierar-
chical organizations is the image of a divided society, a semi-democracy. 
Although broad parts of society are “de-hierarchalized,” organizations 
in the economy, science, and politics are still typically democracy-free 
because of their hierarchical structure. Although societal fragmenta-
tion may have diminished at the overall level of society, with people 
developing from “subjects” to “responsible citizens,” and the growing 
“freedom of information” in the press and television, along with global 
mobility, making the world “a village,” similar developments have not 
yet taken place in organizations. Employees are still described and 
treated as subordinates. Basic constitutional rights, such as the freedom 
of expression, the freedom of speech, and the freedom to choose one’s 
workplace, would not work within organizations. Departments would 
feud with one another like competitors. Today’s world of organizations 
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may still be described as fragmenting, with a dearth of coordination 
and a lack of freedom. 

“Enlightened” management in America, Europe, and increasingly in 
Asia seems to be unanimous in its denunciation of Taylorism’s decon-
struction of work, which reduces employees to cogs in a sophisticated 
production machine. As early as the 1990s, the American management 
guru Tom Peters (1993: 198) called for the dismantling, deconstruc-
tion, and dismemberment of hierarchies. Best-selling German author 
Jochen Schmidt (1993: 22) announced the “death knell” for hierarchies 
in the form of Lean Management, cost and profit center structures, 
and project management. And our consulting colleague Eike Gebhardt 
(1991: 133) has described hierarchies as an “obsolete model.” The 
advocates of bureaucratic, hierarchical forms of organization may have 
had the upper hand in organizational practice, but they lost the “bat-
tle” waged in management journals and in organizational leadership 
seminars by the early twenty-first century.

In a time in which terms such as hierarchy, centralization, and Tay-
lorist optimization have become dirty words among managers, we have 
to recall that bureaucratic or Taylorist-Fordist organization represented 
a significant improvement over the conventional forms of production 
prevalent at the beginning of industrialization. The routinization of 
work processes, the breakdown of production sequences, and the struc-
turing of organizations according to “Scientific Management” (Taylor) 
guaranteed a stability that created the foundation for the mass produc-
tion of goods to satisfy the basic needs and consumer needs of broad 
swaths of the population (at least in Western states). This chapter shows 
that there is a general trend in organizations to establish routines to 
meet their need for certainty (Section 2.1). In the practice of bureau-
cracy and Taylorism, the establishment of redundancies was elevated 
to an all-powerful maxim. The forms of organization that resulted 
were extremely stable and perfectly suited to an environment that only 
changed at a very slow pace (Section 2.2). Rapid market changes, the 
globalization of markets, and technological upheavals led however to 
demands for flexibility and innovation to which the conventional forms 
of organization were not capable of responding (Section 2.3).
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2.1 Organizations and their Preference for Certainty

Formal structure: this is what makes organizations different from the 
diffuse, arbitrary interaction among friends, in waiting lines, or at the 
bar. Organizations need formal communication processes and formal 
programs so that they can become an organization at all. They cannot 
offer the pleasant informality and irregularity found among friends 
or at the bar. It is only because organizations have a formal structure 
that one can become a member at all. Without structure, there is no 
membership—and we could add that without membership, there 
are no organizations. This is because organizations need clear ideas 
about who belongs to them so that they can develop structures. The 
wild carousing of students only becomes a fraternity if a group of 
men come together, draft a charter, apply to a national organization 
for authorization to found a local chapter, and then begin pooling 
their funds for the collective purpose of throwing some legendary 
parties. Not everyone can be part of these select circles. The organized 
increase of alcohol consumption remains the preserve of a clearly 
defined group. Rules and membership are mutually dependent on 
one another.

The “privilege” of membership in a fraternity, in a political party, 
a company, a sewing club, or perhaps in some famous rabbit breeders’ 
association, requires that members recognize and obey certain mem-
bership rules. Otherwise, the top leaders in a company would be the 
people who can do the most beautiful needlework, who can open a 
beer bottle with their teeth, or who can breed the largest dwarf rabbit. 
Compliance with membership rules is guaranteed by the structure 
of offices, resource distribution, responsibilities, command hierarchy, 
control mechanisms, and communication paths. At first, it doesn’t 
matter whether we are talking about an international media corpo-
ration, the social welfare office around the corner, or a small animal 
breeders’ association. 

The provisioning of membership and non-membership through 
the distribution of party books, signing an employment contract, or 
simple non-written agreement may be the fundamental condition 
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for the existence of an organization, but it does not suffice to fill 
that organization with life. An organization first comes into being 
through decision-making (Luhmann 2000: 123ff.). Decisions are 
their elixir of life. They transform various possibilities into something 
unambiguous. Decisions condense many possible futures into one 
unique reality. 

An organization gains greater stability by means of connecting orga-
nizational boundaries, decisions, norms and identities than through 
spontaneous interactions. This is why many sewing clubs, fraternities, 
and companies last longer than the waiting line at the box office or 
the relaxing walk that ends at the corner bar. Organizations embody, 
on one hand, the limitation of possible actions and the discipline of 
spontaneous and relatively disorderly communication processes; on 
the other hand, they also offer stability and certainty, which opens up 
new opportunities. Organizations are therefore simultaneously more 
and less than groups of friends, waiting lines, or unstructured drinking 
bouts.

Always the Same, or Different

Every manager and every employee is familiar with this phenomenon: 
the central problem in organizations is the coordination of collective 
action. If it weren’t necessary to have to constantly agree on collective 
action, then a lot of things would be much easier, and many everyday 
conflicts would not come up. People do not have the same freedom in 
organizations that they have among their friends; in the latter group, 
you should be able to talk about everything, do anything, and try 
anything out, at least theoretically. Organizations do not exist for the 
pure joy of being together. They have a purpose.

So how can we coordinate collective action towards fulfilling this 
purpose? Roughly speaking, there are two options, which admittedly 
may sound rather banal: either you make decisions like you always have, 
meaning that you repeat an action, or you do something new. Systems 
theory refers to these two options as redundancy and variance. Redun-



The Limits of Bureaucratic-hierarchical Organizations      27   

dancy—which means repetition and/or stability—is the structural 
restriction of decision-making contexts (Atlan 1979). Redundancy is 
at its highest if a single piece of information is sufficient to recognize 
an entire organization (cf. Luhmann 2003) and to predict its behavior. 
Variance—or, somewhat more vaguely, change or flexibility—describes 
the diversity of decisions. The organization’s behavior, and behavior 
within it, is changing constantly.

All organizations—our international media corporation as well as 
our rabbit breeders’ association—face the challenge of finding a rea-
sonable balance between stability and flexibility. They have to strive 
to find a middle way between the “self-induced paralysis of perfect 
order” (dictatorship) and the “arbitrariness of perfect disorder” (anar-
chy) (Willke 1989a: 96f.). Niklas Luhmann describes the paradox that 
an organization needs stability and flexibility, yet cannot aim for both at 
the same time. Organizations generate stability by means of hierarchy 
and thereby produce the necessary order for production processes. At 
the same time, however, companies are subject to the laws of change 
because of competitive conditions. Change and stability seem to be 
an opposing pair of concepts because change leads to a disruption in 
the established order. On one hand, organizations strive for flexibility 
to adjust to a changing environment, and on the other hand they 
have an internal yearning for stability (cf. Thompson 1967: 10ff.). 
Stability is the prerequisite for technological efficiency, economization, 
predictability, and controllability. Flexibility is required to guarantee 
organizational adaptation, effectiveness, and a capacity for dealing with 
unpredictability.

A Soft Spot for Security and Certainty

Every dismissal and every new hire, every innovation and every invest-
ment, every vendor change, every bribe and every development of a 
new customer base, can be reduced in the final analysis to one point: 
how does an organization deal with internal or external uncertainty? 
Uncertainty describes the extent to which change or flexibility is 
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allowed within an organization. Organizations—and in this way 
they are not all that different from many people—appear to have 
a predilection for reducing this uncertainty: new employees bring 
along a bit of unwelcome commotion at first; we prefer suppliers and 
customers whose payment and delivery patterns we already know, 
and we most prefer to deal with a problem in a time-tested way. 
There is a tendency, which is fully understandable, towards a one-
sided focus on certainty to create assuredness and to minimize risk 
(cf. Thompson 1967: 152). The conservative election slogan of “no 
experimentation” draws upon this deeply embedded inclination. If 
you are not in the middle of a full-blown crisis, then you stick with 
tradition, which is often—at least in our own perception—what we 
know works. Luhmann identifies a permanent proclivity to condense 
structures and thereby increase stability (2003). Loosely speaking, 
this means the following for organizations: despite all of the hype 
about innovation and flexibility, the normal mortal manager still has 
the secret dream that every work process can be costed out and stan-
dardized ad infinitum, which would lead to staff behavior becoming 
fully quantifiable and controllable. Only a chronic workaholic would 
find the perfectly designed, seamlessly functioning organization to 
be a horror film. The only problem for the manager is that, because 
this idealistic utopia renders “management” itself superfluous, this 
organizational dream would become a nightmare from the purely 
personal perspective of the manager.8

The fact that organizations have a soft spot for certainty and stability 
can be explained by the fact that organizations, because of the history 
of their genesis and differentiation, are geared towards the conserva-
tion of structure, and have to be. They define themselves against the 
anarchy of absolute freedom precisely through the narrowing of the 
range of opportunities and reducing the number of events that could 
occur. Business strategies therefore understandably aim at organizing 
the technical and social structures required to reach an organization’s 
goals in such a way that the company avoids conditions that create 
uncertainties within the organization.
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2.2 Taylorism and Bureaucracy:  
The Victory of Eternal Repetition

In the conventional bureaucratic, hierarchical, Taylorist and Fordist 
form of organization, this penchant for certainty is not just taken into 
account; the generation of stability was declared to be the cure-all 
for the successful and efficient management of organizations.9 The 
dream of a controllable and simultaneously highly efficient organiza-
tion seemed to have become a reality after the end of the nineteenth 
century, in the course of the second industrial revolution. Orienting an 
entire organization towards stability was supposed to make the behavior 
of workers, departments, and customers more predictable in general.10 

At the beginning of the twentieth century, Frederick Winslow 
Taylor, an American engineer and founder of Scientific Management, 
described the separation of planning and controlling functions from 
the executing functions as a basic condition for effective organization. 
According to his ideas, every detail in the production process had to 
be analyzed and scientifically understood. The next step was to take 
production activities, which were broken down to the smallest level 
and required minimal skills from workers, and reassemble them in 
organizational terms. People and machines would be geared together 
like a clockwork mechanism (Taylor 1967; see also Braverman 1974: 
112-121). His organizational principle could be summed up into an 
easy formula: “Previously, personality stood first and foremost; in the 
future, the organization and the system will take its place.” The prin-
ciple developed by Taylor was applied consistently by Henry Ford, 
the founder of the Ford Company and the driving force behind the 
introduction of mass production in the USA. He integrated Taylor’s 
principles in his automobile factories and extended them beyond the 
actual production process. In Fordism, the entire spectrum of business 
activity—from the acquisition of raw materials to the sale of finished 
goods—was subjected to a process of rationalization oriented towards 
the principle of Scientific Management.

At the same time as Taylor was establishing the principles of Sci-
entific Management, the German sociologist Max Weber was devel-
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oping his theory of bureaucracy, which had a trajectory similar to that 
of Taylor’s thought. Bureaucracies are defined by fixed official rules. 
The activities necessary to sustain a bureaucracy are clearly distributed 
and distinctly defined. Supervisors with the power to make decisions 
coordinate the various fields of activity. Written documents guarantee 
control of and compliance with instructions (Weber 1976: 551ff.). 
Although Weber’s theory of bureaucracy was developed in the context 
of public administration, it can often be applied to private companies, 
labor unions, and political organizations. Despite all of the popular 
demonization of bureaucratic tendencies in modern societies and the 
widespread rejection of the “depersonalization” typical of bureaucracy’s 
“administration of things,” we should not forget that it is precisely 
the predictability of bureaucratic processes—even if it is the ability 
to anticipate that nothing will move and nothing will happen—that 
enabled such an enormous evolutionary leap: the precision, consis-
tency, discipline, strictness, and reliability of bureaucratic action gave 
the rulers and the ruled the certainty to perfect their achievements (cf. 
Perrow 2007: 24ff.).

Eberhard Schnelle points out the similarity of bureaucracy and 
Taylorism: “the administrative work, the making of decisions, the work 
of monitoring, controlling, and planning were schematized according 
to the same methods and simplified, as we know from the processing 
of materials in a factory: labor was divided.” The resulting multi-unit 
forms of organizations, Schnelle noted, could only be held together 
and coordinated by one method: hierarchy. And “hierarchy ensured 
stability and continuity” (Schnelle 1989: 1). The bureaucratic assurance 
of mastery in organizations and the increase in organizational efficiency 
seemed to be inextricably linked and mutually reinforcing.

These three components, which are so fundamental to Weber’s 
theory of bureaucracy and Taylor’s Scientific Management—unbun-
dling, standardization, and the formalization of processes—offered 
the certainty upon which states were able to conduct their (sometimes 
bureaucratic) escapades in parliamentary democratic rule and the con-
sumption-oriented distribution of mass products. These two devel-
opments are closer to one another than we may sense at first glance. 
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Both Taylor and Weber were confident that their models guaranteed 
the highest degree of speed, objectivity, and efficiency. In terms of 
technical performance, no other form of organization would be capable 
of taking up rational bureaucracy or scientific management (cf. Weber 
1976: 578f.). Taylor’s “one best way” for an organization, and Weber’s 
“rationality” of bureaucratic activity, show that they invest a basic trust 
in an organization to consistently apply their principles and to align 
and set them up in a stable and efficient way.

Formalization: the Remedy for Uncertainty

In Taylor’s and Weber’s thought, the consistent formalization of all 
intra- and inter-organizational processes was meant to reduce uncer-
tainty to near zero. Formalization is a term that describes a social 
process in which a “series of operations is artificially fixed and made 
repeatable, predictable, and executable for others” (Rammert 1988: 
162), and with which organization members can be compelled to 
comply with rules under the implicit or explicit threat of termination 
(Luhmann 1964: 29ff.). Complete certainty through the full program-
ming of activities would then be attained if every relevant event were 
to become a stimulus for a clearly defined reaction. It was justly said 
of the French telephone company France Telecom that a small cough 
by Chief Executive Marcel Roulet in the morning would automatically 
lead to the entire company having runny noses by noon. Minimal 
information is enough to set in motion entire organizational processes. 
If it were possible to completely establish and fix the behavior of all 
parts of an organization, and in response to changes in the market, 
then this would result in a company like the one that the former head 
of ITT, Harold Geneen, wanted: even Mickey Mouse could run it.

Everything is clear in formalized, hierarchically coordinated orga-
nizations. A nearly absolute predictability prevails. Such organizations 
are organized “perfectly” by means of regulations and expectations: 
guidelines govern everything and everyone exactly, “so that no one 
causes or adjusts anything” (Fuchs 1993: 26). The roles of managers 
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and employees within this kind of structure are simple, clear, and 
relatively constant. The boundaries within the organization function 
like labels on a map. They make it very clear who reports to whom and 
who is responsible for what, thereby directing and coordinating the 
behavior of the individual and making it useful for the entire organi-
zation (Hirschhorn/Gilmore 1992).

Formalization occurs through the determination of “decision-making 
premises” (Simon 1957) for members, meaning decisions that apply for 
more than just one decision (cf. Luhmann 2003)—and in a Taylorist 
or bureaucratic ideal, to everyone. Bureaucracies aspire to formalization 
by pursuing clearly fixed distributions of activities, rigid departmental 
boundaries, precise workplace descriptions, inflexible organization of 
authority, and regimented processing procedures. The Taylorist principle 
is a scientization of management. Knowledge about undocumented work 
processes is supposed to be wormed out of employees and transformed 
into rules, formulas, and laws formulated with the help of scientific 
methods (see Braverman 1974: 112ff.; Zarifian 1990: 13ff.).11

What do these formalization media look like in particular? Orga-
nizations can establish decision-making programs in the form of 
rules, guidelines, or laws. These can be programs that aim at a specific 
result. They can also include conditional programs that, in the case of 
a defined input, restrict the latitude for decisions or, in an ideal case, 
make decisions. The second instrument for increasing stability focuses 
on determining communication paths. The prime example is hierarchies 
with their regimented, channeled information flows. Organizations, 
however, can also guarantee stability through people. A person’s skill 
and predictability enables us to predict how they will behave in a 
specific situation. In this way, people are a ready-made package of 
decision-making premises (Luhmann 2003). These three paths to the 
generation of stability can be combined in the form of a position. 
Each position is a specific combination of programmatic, communi-
cation-shaping, and personal decision-making premises. Traditional 
bureaucratic organization is nowhere better characterized than in posi-
tions: descriptions of positions, advertisements for open positions, and 
the filling of positions.
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One sophisticated way to produce stability is to use technology or 
machines to automate organizational processes, or even to automate 
entire production processes. A person cannot match the performance 
and reliability of a machine and therefore poses a potential factor of 
uncertainty.12 A person is removed from the directly affected organiza-
tional process or eliminated by means of termination. Mechanization 
arranges a series of conditional programs in such a way that there are 
only the options of acceptance or rejection. A cigarette dispenser with 
an age checking mechanism, for example, can only tell the difference 
between “absolute identity” (cigarettes are exchanged for money) and 
“absolute difference” (cigarettes are not dispensed) (Schimank 1986: 
81). In this kind of process, uncertainty is reduced to zero because 
machines can only create pre-defined connections between inputs and 
outputs. The use of technology to generate stability is therefore, in its 
deeper logic, not all that far from producing stability by means of rules, 
guidelines, and laws. Organizations that are hierarchical, Taylorist, and 
bureaucratic are also described, with good reason, as “machine bureau-
cracies” that view their employees as beings with limited rationality, 
similar to machines, that must be managed, controlled, and motivated 
from outside (cf. Mintzberg/McHugh 1985: 160). 

What Do We Do With “Residual Uncertainty”?

The absolute removal of uncertainty remained a dream that could not 
come true, even for the most Taylorist of the Taylorist-Fordist compa-
nies: the Ford factories in the USA. Henry Ford once said that any of 
his customers could have a car painted in any color they wanted, so 
long as it was black. Customers only accept this as long as they don’t 
know about a red Cadillac, a pink Chevrolet, or a blue Mercedes as 
alternatives. Even companies that elevated the generation of stability to 
a central tenet of their organization had to allow a minimum of flexi-
bility as competition came on the scene. The Ford factories also began 
to bring their vehicles to the market in different colors in the 1930s, 
especially because of the growing competition from General Motors.
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Production however was meant to continue functioning as if the 
market would accept a product that was always and forever the same, 
and as if the input into the production circuit were always of the same 
quality. The assumption of absolutely controllable causality allowed the 
productive core (typically manufacturing) to be organized according 
to the stability or redundancy principle, while the removal of uncer-
tainties was delegated to fields of managerial function (cf. also Crozier/
Friedberg 1977: 165). This buffer strategy brings discernible stability 
for the productive core, yet it has to be gained at the expense of the 
organization by means of functional differentiation of departments that 
“process uncertainty,” otherwise called “buffering units” (cf. Thomp-
son 1967: 21). Such “uncertainty absorbers” are the upper manage-
ment, the division for work preparation, the organization department, 
procurement and sales, and research and development. As Wolfgang 
Schnelle demonstrates, this principle of Taylorist organizations is mir-
rored in demands placed on employees. Employees are asked to show 
a capacity for repetition more than for change: “They should complete 
the tasks assigned to them in a reliable, safe, assiduous, and yet intensive 
way. Delight in experimentation, the ability to adapt, and a readiness 
to take risks are expected only from a few employees on innovative 
staffs” (Schnelle 1978: 1).

The Taylorist-Fordist and bureaucratic-hierarchical organizational 
model was broadly accepted as the most efficient form of organization. 
Even several labor unions came to terms with this kind of organization 
of collective activity as the ostensibly most rational and systematic 
method (cf. Linhart 1991: 26). They dealt with management questions 
regarding the organization of labor as second-rank, and only seemed 
to understand themselves as a functionally differentiated department 
for asserting higher wage demands. 

Despite its ability within a certain framework to absorb uncertainty, 
the bureaucratic type of organization depends on a relatively stable 
environment, and this is the only point in which the contingency 
theory of organizational science remains valid. This stable environ-
ment was a given in the age of “mass production of undifferentiated 
products” (Coriat 1991: 21). Due to the homogeneity of products 
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and a constantly growing demand, a minimum of adaptive ability was 
required in organizations. When a radical change in these environmen-
tal conditions changed, however, organizations had to begin looking 
for a new mode of organization.

2.3 Why Things Can’t Go On Like This—Reasons for 
a Fundamental Organizational Transformation

To illustrate the limits of hierarchical, bureaucratic organizations faced 
with new environmental conditions, Jürgen Fuchs (1992: 17), referring 
to East Frisian everyday researcher Otto Waalkes (1984), describes the 
following fictional (!) situation in his company: 

“You meet a drunk on the street. Your eye sees how the man raises 
his fist. In today’s typical corporate organization, something like the 
following would happen. Your eye would send a fax to the Executive 
Board responsible, apologizing for the disruption while pointing out 
the danger and uniqueness of the situation:

Eye to Executive Board:
1. A fist is coming at us!
2. Ask the lid to close.
3. Recommend stepping aside and running for it if necessary.

Executive Board to Eye:
I don’t want to create precedence. Please submit an investment appli-
cation for closing the lid, including a cost-benefit analysis. As you 
know, I am not responsible for Point 3. Please submit a proposal to the 
Executive Board. I will then present your concern to the entire Board.

Eye to Executive Board:
Re: 1. The fist is getting closer and closer!
Re: 2. The cost for closing the eyelid is approximately 1.7 calories. The 

benefit cannot be quantified.
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Re: 3. I need at least two days to prepare a proposal. I fear that it will 
then be too late. I strongly recommend doing something.

Executive Board to Eye:
What does closer and closer mean? Please provide exact information! 
Due to the limited investment, I could approve it if the expense is 
covered by the budget. The entire Board meets next week on Tuesday. 
I will expect your proposal by then.

Eye to Executive Board:
I withdraw my applications. Please call an ambulance.”

Why did this method of dealing with drunks in particular and tur-
bulent conditions in general fail after hundreds of years of success? 
Fuchs identifies the reasons in the fact that, “in the rapid innova-
tion cycles, dynamism, and globalization of markets, and with our 
accelerated transformation into an information and services society,” 
hierarchical and Taylorist organizational principles are pushed to their 
limits (1992: 15). We find a similar smorgasbord of reasons for the 
end of the bureaucratic organizational model in Tom Peters. From his 
viewpoint, the high price of oil, one trillion dollars of debt in under-
developed countries, corporate mergers, disintegration, joint ventures, 
technological revolutions in design, production, and distribution, new 
international and domestic competitors, and changing tastes lead to 
the necessity of organizing organizations in a fundamentally different 
way (Peters 1988b: 36f.).

We have to conduct a closer analysis of the interaction of these 
causes if we are to avoid following Fuchs and Peters into an all-too-
global explanation for the transformation from a bureaucratic Taylorist 
model to new, decentralized, and de-bureaucratized forms of organiza-
tion. There are two rough lines of explanation. One approach is based 
on the assumption of a fundamental change in market demand, and 
the other on a technological revolution unleashed by the development 
of information and communication technologies. Both interpretations 
are often sequenced in the form of a list, or one approach is derived 
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deductively from the other. In the following, I attempt to establish the 
relationship between these two approaches and to unite their effects 
on organizations by focusing on demands for innovation within com-
panies.

Market and Technology

The crisis in the mass production system led to mass unemployment in 
the 1970s and 1980s, sagging growth in the industrialized countries of 
the West, and dramatically shrinking industrial sectors (cf. Piore/Sabel 
1984). An aggressive price war took place in the remaining markets 
for mass products. An essential reason for this critical situation was 
the tendency towards saturation in markets for mass products; in this 
sense, the mass production model produced its own crisis. It bumped 
up against its inner limits. It triumphed to death.

Demand shifted more and more towards highly differentiated prod-
ucts; people wanted their own “personal” car, one that completely cor-
responded to their own demands and that was as different from other 
vehicles as possible. Companies had to expand their product portfolios, 
increase the number of versions on offer, shorten product cycles, and 
submit to special individual requests. The relationship between quan-
tity and quality was reversed. While production activity formerly aimed 
at putting out the greatest possible volume, now the emphasis shifted 
to quality, combined with comprehensive service.

This interpretation of the crisis relies on the “market pull the-
ory,” which views the technical and organizational transformation as 
based in changing demands. It bears similarities to classical economic 
theory, which presumes the primacy of needs. In the strict market 
economy version of this theory, technology—and in a certain way 
organization as well—is a material that is shaped only by the selective 
forces of calculating cost and benefit. This approach stands in oppo-
sition to the “technology push theory.” In its extreme version, this 
theory assumes that technology determines social and organizational 
developments.
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Contrary to multiple fears, the introduction of information and 
communication technology did not lead to the total control or mar-
ginalization of employees, nor the elimination of their jobs. Instead, 
it seems that information and communication technologies—taking 
organizational changes for granted—have increased the options avail-
able to organizations. The view of the businessman Gerard Endenburg 
was probably characteristic for him and his colleagues when he said that 
information technology was a revolutionary development that affects 
all areas of daily life; he claimed that this revolution improved the abil-
ity to master organizations and to make secretiveness an increasingly 
expensive and useless undertaking (Endenburg 1986: 4). 

Yet how do these observations fit together with the Taylorist strat-
egy outlined above, of using technology to create stability and reduce 
uncertainty? In order to dissolve these seemingly opposed tendencies, 
let us take a closer look at the structure of information and commu-
nications technology. These new kinds of technology deal primarily 
not with material products but instead with systems of symbols, the 
connection of signs. These technologies are therefore only secondarily 
used to mechanize cycles that were still at the forefront in the phase of 
industrial technologization.

The ability to unite and flexibly combine components of a business 
process at a symbolic level—whether as images, texts, or workpieces—
facilitated the coordination of departments that previously worked in 
isolation from one another, unlike machines, which only focus on spe-
cific operations, information and communication technologies focus 
on overall business processes. The systematic character of information 
and communication technology only comes into its own, for example, 
if we connect CNC-controlled processing machines used in production 
with order processing. 

The systematic character and flexibility of information and com-
munication technologies create the conditions for more effective, more 
adaptable production, for saving costs through cost-effective machine 
capacity utilization, for reducing storage costs, and for accelerated 
materials flow through networks at the intra- and inter-company 
level. At the same time, however, this process makes it impossible for 
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a company to continue protecting its productive core against outside 
influences. Information and communication technologies introduce 
the uncertainties of demand fluctuations directly into the production 
process. Managerial function areas, such as work preparation or pro-
curement and sales, lose their role as a buffer and thereby their claim 
to existence. The separated execution of standard processes and flex-
ibility requirements is no longer a given. The time that remained in 
a Taylorist-Fordist company to slowly introduce innovations into the 
production process no longer exists under the conditions of new infor-
mation and communication technologies. These technologies enable, 
and require, decisions without delay.

Information and communication technologies blow away the tra-
ditional stability-inducing effect of technologies, as we can still see 
in machine systems. At first glance, information and communication 
technologies should generate stability. They set up decision-making 
premises and structured lines of communication. Ambiguity is trans-
formed into clarity. Formal rules, bureaucratic procedures, and external 
controls can be integrated into computer software (cf. Heydebrand 
1989: 341). Nevertheless, information and communication technolo-
gies go hand in hand with an “inherent complexity” due to their inte-
grating and networking character. Information networks become vast 
and unmanageable, beyond individual control because of their com-
plexity. Information and communications technology, deployed for the 
purpose of reducing complexity, actually undermines its own objective. 
Ulrike Berger (1988: 116) compares this process to the race between 
the tortoise and the hare: You’ve just increased computer capacity in 
order to reduce complexity in the organization by introducing formal-
izations, and then elevated complexity and uncertainty are “already 
there,” creating new additional information needs. These new informa-
tion needs supply the occasion to engage in new rounds of increasing 
computer capacity in an ostensible attempt to reduce complexity. It is 
precisely the “internalization” of formal rationalities, predictabilities, 
and procedures that enables and requires the development of coordi-
nation mechanisms at a higher level. This leads to an increasing need 
for communication in highly technologized organizations.
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Interactions Between New Technologies  
and Changing Market Conditions

We have seen, from the viewpoint oriented towards the changing mar-
ket as well as from a technology-centered perspective, that we must 
expect stability-producing mechanisms to fail and a rise in uncertain-
ties. The consequence is that we have to be prepared for an explosive 
increase in the need for coordination within a company. The addition 
of two tendencies that both aim in the same direction does not suffice, 
however, to explain the extraordinary dynamism to which organizations 
are currently exposed. This is more about a development in which tech-
nological transformation and changes in demand mutually reinforce 
one another; to put it differently, to be stuck in a dynamic feedback 
imbalance. To understand this assumption, we have to resolve—in the 
sense of the Hegelian dialectic—the artificially constructed opposition 
between “market pull theory” and “technology push theory,” which 
means to maintain the peculiarities of both theories while dissolving the 
dichotomy in order to combine them at a higher level. Technological 
developments are always responsive to possible market gaps or oriented 
to potential weaknesses in existing systems. A technical invention can 
change the interpretive framework of economic subjects in the market, 
thereby assuming a central position in economic contexts of interpreta-
tion and extending itself into a comprehensive technical development. 
Technologies often bear a need-shaping function within themselves. 

A free interpretation of the concept of technological convergence 
(Rosenberg 1963) allows us to find an explanatory approach for the 
instability of environmental conditions that currently confront business 
activity. Technological convergence describes a universality of technical 
procedure that make it possible to transfer this technology from one 
area of application to another, almost without any problems. Informa-
tion and communication technologies satisfy this condition of univer-
sality to a much stronger degree than the tool machines that initially 
inspired the development of the theory of technological convergence. 
Thanks to their universality, information and communication tech-
nologies bear the temptation of nearly limitless application. Potential 
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customers are unable to resist this lure, or only with great difficulty. 
The increase in demand leads on one hand to the further expansion 
of the universality of information and communication technologies, 
and on the other to an opportunity to prove their potential in spe-
cific fields of application. In this process, production techniques (in 
this case, information and communication technologies) and product 
diversification (expressed in rising demand for “diversity”) escalates in 
a constant imbalance.

Innovation: The Implementation of Environmental Complexity 
in Internal Complexity

Rapid economic, technological, environmental, and social develop-
ments increase complexity for organizations and are experienced there 
as uncertainty. The complexity of an organization’s environment is 
related to the variety and mutability of the framework conditions in 
which business activity must take place (cf. Lawrence/Lorsch 1967: 
6). The stronger and more dynamic the competitors, the more hotly 
contested the markets, and the more broadly distributed and demand-
ing the customers, then the greater the complexity of an organiza-
tion’s external environment will be. The more technological alternatives 
that are available in a value creation process, the more unpredictable 
employee behavior is, the higher the investment volumes, the shorter 
the product cycles, the more complex the internal environment.

Organizations must (or at least had to) react to an increasingly 
turbulent environment by increasing their own options to take action. 
As we know from contingency theory (Burns/Stalker 1966), configura-
tion theory (Mintzberg 1979), and systems theory (Luhmann 2000), 
organizations react to complex environmental conditions by increasing 
their own complexity. Organizational or technological innovation aims 
to break out of routines; products are supposed to be manufactured 
and sold in a more cost-effective and effective way, or completely new 
kinds of products are supposed to be developed. The emphasis on a 
company’s own innovation ability seems to be the cause for the success 
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of post-bureaucratic organizations, at least according to the financial 
press. Management consultants from Tom Peters (1988b: 333ff.) to 
Peter F. Drucker (1992: 97) promote innovation ability as a central 
dogma for successful organizations or those that want to be. 

The reason seems simple: increased complexity in the environment 
of an organization necessarily leads to that organization becoming 
more innovative and capable of change. These increased possibilities 
for the organization are perceived by their external environment—
for example, by other organizations, environmental protection ini-
tiatives, political institutions, or customers—as an increase in their 
own environmental complexity. The external environment can only 
respond to an organization’s increased capacity for change by means 
of increasing its own freedom in decision-making and its own options 
for action. The organization in turn perceives this as an additional 
increase in the complexity of its environment; what from the external 
environment looks like decision-making freedom (contingency) means 
uncertainty (complexity) from an organizational viewpoint (Luhmann 
1984: 249f.). The dynamic of modern society arises from this insoluble 
imbalance between contingency and complexity. Because of this insta-
bility in capitalist societies, it is not enough for organizations to work 
towards ideals described in management cookbooks or seemingly ideal 
organizational conditions. Instead, the internal organization must be 
designed in such a way that constant change is possible.



3. 
Change Above All Else—The New 

Revolutionary Organizations

The paradigm change

I sit by the roadside.

The driver changes the wheel.

I do not like the place I come from.

I do not like the place I am going to.

Why with impatience do I

Watch him changing the wheel?

Bertolt Brecht

It stands to reason that the enthusiasm of post-bureaucratic organi-
zations for the slogan, “Change is the only constant,” which is part of 
an organizational vision that is impossible to fulfill, or perhaps even 
a neo-capitalist fantasy, must be dismissed. In every organization that 
champions itself as a pioneer for innovative organization structures, 
we see results that suggest that things cannot have gone so far with 
innovative organization structures (see Tomaney 1994: 157ff.). But is 
it an indisputable fact that management, their consultants, and fre-
quently employees as well, believe in the postulate of total change, and 
that this leads to changes in organizations that are perceived as radical. 
The consensus is that we not only have to do away with the old forms 
of hierarchical organization, but that we also can dispense with them 
thanks to more promising alternatives. 

The new forms of revolutionary organization, if they actually exist, 
have a history. There is already significant empirical research about 
organizations that have to work under turbulent, highly complex con-
ditions, whether the study by Burns and Stalker (1966) about elec-
tronics firms, by Lawrence and Lorsch (1967) about a company in the 
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plastics industry, the case studies of Chandler and Sayles (1971) about 
NASA, of Galbraith (1973) on Boeing aircraft, and of Mintzberg and 
McHugh (1985) about the National Film Board of Canada. Different 
models with adventurous names have developed, based partly on this 
empirical research and partly on theoretical acrobatics: “adhocracies” 
(Toffler 1971; Mintzberg 1979; 1988), “integrative-innovative systems” 
(Kanter 1983), “synthetic organizations” (Thompson 1967), “organic 
forms of a company” (Burns/Stalker 1966), “temporary society” (Ben-
nis 1966), “Theory Z” (Ouchi 1981), “Model J” (Aoki 1988), “System 
5” (Likert/Araki 1986), “multicellular organization” (Landier 1989), 
“modular factory” (Wildemann 1994), “fractal company” (Warnecke 
1993), “intelligent organization” (Landier 1991), “learning organiza-
tion” (Senge 1990), the “flex-firm” (Toffler 1990), the “teal organization” 
(Laloux 2014), the “agile organization” (Holbeche 2015) and— 
one of the earlier high points of this nomenclature—the “holocratic 
organization” (Robertson 2015).

We can learn by observing flexibility-oriented forms of organization 
of “revolutionary elements” that also exist in traditional organizations. 
Departments that were responsible for the production of flexibility in 
bureaucratic-hierarchical organizations (cf. Thompson 1967: 11) have 
structures similar to those of post-bureaucratic organizations. Further-
more, companies in highly innovative industries, such as mechanical 
engineering or software development, are increasingly forced to migrate 
to one of the new forms of organizing collective economic activity. 
This is why the following chapters frequently confront the more or 
less current “buzz words” in management literature: Just-in-time pro-
duction, Lean Production, agile product development, organizational 
culture, post-modern factory, team work and partially autonomous 
work groups, adhocracy and holacracy, modular organizations and 
cellular systems. 

In this chapter, I take post-bureaucratic organizations and their 
management gurus at their work and show how organizations that pre-
scribe complete flexibility can be organized. After pointing out the new 
kinds of organizational relationships to the environment (Section 3.1),  
I discuss the inner structure of post-bureaucratic organizations, which 
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are oriented towards loose connections (Section 3.2). I then conclude 
by substantiating the “organization of flexibility” by means of describ-
ing team work, project organization, and network structures (Section 
3.3). In this chapter, I situate the discussion in management circles 
within a theoretical framework in order to make clear the connec-
tions of different aspects of post-bureaucratic forms of organization. As 
empirical material, I use the often euphoric presentations of post-bu-
reaucratic organizations by managers and management consultants. If 
we take the most unbelievable claims made by management and their 
consultants seriously, this enables us to understand how a “revolution” 
in the organization of collective activity looks, or would look, in their 
imagination. 

3.1 New Relations Between Environment  
and Organization

“Our dream (…) is a limitless company, (…) in which we rip down the 
walls that separate us, both internally from one another, and externally 
from our most important reference groups” (see Hirschhorn/Gilmore 
1992). This is how the former head of General Electric, Jack Welch, 
described his company’s aim. His statement sums up the thrust of 
post-bureaucratic organizations: it is about limitlessness, within and 
without. Just as internal organizational boundaries and blockades must 
be broken down, post-bureaucratic organizations want to do away 
with the boundaries between internal and external reference groups 
(customers, suppliers, competitors, interest groups).

In the moment in which an organization’s environment is constantly 
changing, familiar and ritualized organization-environment relations 
lose significance and can even be dangerous for the organization. Mer-
cedes-Benz’s firm belief that customers would buy their “weapon-free 
assault tanks” (as a Green politician once described the S Class) on the 
basis of the Mercedes emblem on the hood is disastrous whenever both 
product diversification and product development are exposed to strong 
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dynamism. In Taylorist-Fordist organizations, the problem of changes 
in the environment or the markets was assigned to “work environment 
experts.” The procurement and sales departments, and marketing, rep-
resented the contact point between organizations and their environ-
ments. Their task was to provide a buffer against the uncertainties of 
the outside world, and if uncertainty could not be avoided, then careful 
organizational changes could be made by means of circuitous manage-
ment decisions. The prevailing dream, which sometimes became reality, 
was that the environment could be controlled with the penetration of 
standardized mass products. It was possible under such conditions to 
firmly align departments with a contact function to the organization 
by means of decision templates and fixed communication paths. 

The more uncertain the environment situation became, however, 
the more necessary it was to grant these contacts greater autonomy in 
dealing with environment relations. In extreme cases, some areas that 
were meticulously shielded from the outside world were called upon to 
take up relations with the environment: the assembly line worker of a 
major U.S. automobile manufacturer who personally drove to car buyer 
to repair a production error that he himself had caused was celebrated 
widely in the U.S. media. The fact that at the high point of shipyards 
crises, production employees from Endenburg Elektrotechniek were 
going to customers themselves to get sales orders would be sanctioned 
in many traditional companies as the inexcusable violation of a taboo. 

We can frequently observe developments in companies that, in 
other types of organizations such as administrations, hospitals, uni-
versities, or schools, are often carried through only after a few years’ 
delay. In Lean Management, for example, the intensification of rela-
tionships between production and suppliers was elevated to a central 
dogma. Interlacing end assembly and suppliers into an integrated 
organization group was supposed to facilitate a vibrant exchange 
between skilled workers. This in turn was meant to guarantee a decen-
tralized, coordinated removal of errors and intense training on new 
machines. Because of the pioneering role of companies for other 
types of organizations, it is worth taking a closer look at the changes 
in this organization typology. 
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The Market and the Organization as Two Extreme Forms  
of Coordinated Economic Activity 

In order to understand the new dimension of relationships between 
the environment and the organization, there have been several 
attempts to destroy the “myth” that the market and the organiza-
tion are two fundamentally different things. Both transaction-cost 
economics (cf. Williamson 1975; see also Williamson 1980) and 
action-oriented organizational sociology (Friedberg 1992) scrutinize 
the artificial dichotomy between the market and the organization. 
Both are viewed, in their ideal form, as two extremes on a continuum 
of possibilities for institutional coordination. On one hand, there 
is complete market economic organization, in which every market 
participant is an owner of the means of production, so that no one is 
subjected to monitoring and instructions from third parties, making 
each participant fully responsible for their own success or failure. The 
“invisible hand” of the market guarantees the coordination of indi-
vidual needs and interests with society’s existing requirements (Smith 
1937). The institution of short-term purchasing and services contract 
law corresponds to this concept as an ideal model. These contractual 
relationships, which are fully communication through the market, 
exhibit high flexibility and low stability. They are extremely flexible, 
fungible, and innovative, yet have a limited long-term orientation and 
little resilience or coherence. At the other extreme we have complete 
hierarchy, in which the abilities of participating organization mem-
bers are merged in such a way that success can only be attributed to 
an individual in a limited way. The U.S. economic historian Alfred 
D. Chandler (1977) wrote that, during industrialization in the USA 
and Europe, it was hierarchical forms of organization, not market 
mechanisms, that governed the coordination of economic activity 
and the distribution of resources: Adam Smith’s “invisible hand” of 
the market was replaced by the “visible hand” of hierarchical orga-
nization.

It would be wrong though to assume that collective activity is orga-
nized purely in accordance with one model or the other. Regulation 
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performed solely by the “visible” or “invisible hand” does not exist. 
In a few cases we find institutionalized forms that blend market and 
organization. Even in the failed system of “state socialism,” the ideal 
type of hierarchically organized regulation, we can see implicit, and 
sometimes explicit, coordination through market mechanisms. And the 
ideal type of market economy, which is often erroneously described as 
“deregulated” and broadly failed under Ronald Reagan and Margaret 
Thatcher, was controlled hierarchically to a significant degree. Under 
the cover of pure market economy, there formed large companies with 
internal and often external mechanisms of control that were structured 
in a hierarchical way. The “visible hand” often shakes hands with the 
“invisible hand” to jointly structure economic activity. Both organiza-
tional modes can become blurred in such a way that economic theo-
reticians Harrison White and Robert Eccles even call the market and 
the company as a “social myth” (1986: 136).

The hybrid forms that manage to succeed depend on environmental 
conditions that differ historically. In the relatively stable context of 
companies in the heyday of industrialized, standardized mass produc-
tion, it was primarily institutionalized mechanisms of coordination 
that emerged, which tended very strongly towards a market-like or 
hierarchical structure. In a turbulent, unstable environment, collective 
activity is organized neither through the pure price principle, nor exclu-
sively through a centralist company form. In this situation, post-bu-
reaucratic companies tend to structure their market relationships more 
strongly through organization-specific mechanisms of coordination and 
to infuse their organizational structure with market mechanisms. The 
motto here is “networking” (cf. Thorelli 1986; Bush/Frohman 1991). 
Firms move in a complex environment in which we cannot imagine 
a company that would exist without knowledge of its relationships to 
other companies. Competition is more likely to take the form of posi-
tioning a company within a network, rather than penetrating markets 
with aggressive strategies. Developing and maintaining inter-organiza-
tional relations therefore becomes one of management’s most important 
responsibilities (cf. Jarillo 1988).
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Profit Centers and Market Networks

The tendency towards replacing strict regulation in the form of orga-
nization or the market by new kinds of intra-organizational patterns 
of relations is on display above all in two new kinds of institutional 
forms: the market network and the profit center. As the sociologist 
Wolf Heydebrand (1989: 346) emphasizes, they are the expression of 
“organic,” “flexibly responsive” and “reflexive” strategies that organiza-
tions deploy against their turbulent external environment.

Profit centers are relatively autonomous departments within a 
company. They are performance centers that bring together activi-
ties, accountability, and competences on their own responsibility. Per-
formance centers could be such units as pre-assembly, a paint shop, 
production islands, service centers, branch offices, or data processing, 
bookkeeping, or human resources. These different performance centers 
then give rise to a combined system that replaces the conventional, 
functionally dismembered organization.

The development towards profit and performance centers is directly 
connected with explosively increasing product diversification. A com-
pany that encounters a homogenous, uniform market will find it dif-
ficult to create autonomous departments (cf. Mintzberg 1979: 393). 
In a heterogeneous market situation, however, profit centers enable the 
central determination of a roughly defined product spectrum while 
simultaneously establishing units that are closely aligned to the mar-
ket. On one hand, this reduces the risk of failure on the market—the 
flailing profit center is simply discarded—and on the other hand, it 
enables flexible and local responses to market changes. Teubner, who 
described the connection of profit centers as organizational networks, 
sees three fundamental strategies that companies use to increase their 
internal organizational flexibility. First, indirect context-driven con-
trol of autonomous sub-units replaces forms of direct hierarchical 
regulation. Rough framework guidelines are established by means of 
abstractly formulated company policy, indirect profit management, 
and management personnel policy. Second, markets within the orga-
nization replace complex chains of hierarchy in an arrangement in 
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which relations between the profit centers and the top of the company 
resemble a capital market. This gives rise to internal company markets 
for labor, managers, resources, and products. Third, differentiation of 
the entire company into discrete functional units is abandoned in favor 
of a segmented, product-oriented scheme. While the establishment 
of profit centers is a strategy to increase international organizational 
flexibility, market networks are an entrepreneurial attempt to organize 
an uncertain environment and to structure it in a more fixed way. To 
put it differently, this is about integrating organizational elements that 
increase stability in turbulent, unstable environmental relationships 
(cf. Teubner 1992: 202).

The network approach developed by Swedish economists assumes 
that networks develop their strengths whenever high resource utiliza-
tion and risks would override normal contractual market relations. So, 
for example, the (formerly existing) readiness of German companies 
to start their own chip production would not develop through market 
mechanisms alone. Instead, a network-type organization of various 
collective actors is needed far more. In this way, networks in unstable 
environmental conditions are superior for both inter-company rela-
tions organized in market terms as well as purely hierarchical forms of 
coordination (cf. Johannisson 1987; Johanson/Mattsson 1987). 

This is why rationalization efforts at companies have been increasing 
taking aim at the inter-company level for a few decades. The use of new 
information and communication technologies enables the reorganiza-
tion and better coordination of the inter-company division of labor. It 
becomes possible, with the aid of information technology, to couple 
external processes in technological and organizational terms directly to 
internal workflows. In this process, networks frequently emerge that 
are significantly more than just pure market relations. 

Networks tend to have their own character. In business, networks 
were originally used primarily as a means to facilitate access to new 
markets, or they consisted of hierarchically organized relations between 
large companies and their suppliers (e.g., just-in-time production in 
the automobile industry). Increasingly, however, these forms of coop-
eration relate to multiple segments of the value creation chain, for 
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example to production, procurement, and research and development. 
We can also see that other types of organizations—such as administra-
tions, hospitals, armies, universities, and clubs—which in a few cases 
were already connected in networks at a time when this concept was 
scarcely known in the corporate world, are also increasingly engaging 
in systematic attempts to establish formalized networks. 

3.2 The Guts of Post-bureaucratic Organizations

One beloved metaphor in post-bureaucratic organizations is the jazz 
band. The mission statement of one pioneering company in the field 
of decentralization claims that, “in jazz music, the integration of cre-
ative implementations is important.” “Every musician”—just like every 
employee in the company—is said to be a “soloist who interprets a 
piece of music from his or her individual perspective.” “The harmony 
of the band”—or perhaps the company—is based “on the musician’s 
ability to apply his emotions at the right moment and to pass the topic 
on to other members in a neutral way.” “Individuality and a capacity 
for integration” allow “the various manners of expression to meld into 
a homogeneous whole, thereby opening up new points of view.” The 
organizational consultant Henning Leue makes this even clearer. He 
distinguishes between jazz bands and traditional concert orchestras by 
comparing statements by Hans von Bülow, the first conductor of the 
Berlin Philharmonic, with those of Frederick W. Taylor. Von Bülow 
once said that there area no good or bad orchestras; there are only good 
or bad conductors. Leue claims that von Bülow’s statement comes from 
the same line of thinking as Taylor, one of his contemporaries. Taylor 
demanded that “management must completely plan the activity of 
every worker.”(Leue 1989:4). In contrast, jazz bands are showcased as 
exemplars of innovation-oriented cooperation: “Everyone participates, 
and everyone takes turns stepping into the limelight. Of course there 
are stars—they change the emphasis. But they are nothing without the 
others, and they know it. Everything is important. There is no function 
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that can be done away with. Even small contributions are honored 
properly.” The regulation of collective activity enjoys more freedom 
than it did in the Berlin orchestra at the dawn of the twentieth century, 
or in a Taylorist company: “There is no doubt what kind of music is 
being played. Even if only a few details are fixed in writing—in the 
selection of people, in the person doing the selecting, in the pieces 
and their overall stylistic arrangement, we clearly see the principles 
that guide the members of the band. The prescribed arrangement frees 
up space for individuals, who shape their own free space, improvise, 
refer back to familiar components, rearrange them, and invent some 
themselves” (Leue 1989: 3f.). What seems to make a jazz band different 
from a traditional orchestra is the liberty to arrange elements in such 
a way that they do not form a framework that cannot be upended.

The Instability of Structures: De-differentiation,  
De-hierarchalization, and Decentralization

Both the demand to constantly make new types of decisions and the 
necessity of having a free flow of information, which forms the foun-
dation for rational and efficient decision-making, calls for “loose cou-
pling” (Weick 1976): rationality and indeterminacy should be possible 
at the same time. The loose coupling concept contains an element of 
controllability, as well as a component that grants wide latitude. The 
trick is that the mechanisms of coupling and loosening do not work 
separately from one another: the organization no longer consists, as in 
Taylorism, of a firmly connected production team and a management 
team responsible for the requisite “loosening exercises.” Instead, the 
principle of loose coupling should prevail at all levels. Loosely coupled 
organizations strive, in terms of system theory, towards high flexibil-
ity in their structures. The first use of a decision should not lead to a 
permanent rule for similar cases (Luhmann 2003). 

The strategy of post-bureaucratic organizations aims at two things: 
first, the dismantling of rigid, ossified structures, and the development 
of a comprehensive network of loosely coupled structures. This conver-
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sion of structures is visible in three major lines in organizational strat-
egies: the dissolution of functional differences, de-hierarchalization, 
and decentralization. This kind of language presumes the dismantling 
of bureaucratic structures. They can also assume a positive form that 
focuses on the integration of various areas of responsibility, democra-
tization (or, as modern management would have it, “sociocratization”), 
and responsibilities situated close to the base level of the organization. 
Let’s take a closer look at these three baselines for de-structuring (fol-
lowed by restructuring).

Dissolving functional differences: All organizations are turning away from 
differentiation in favor of departments. These departments, as the man-
agement consultant Jürgen Fuchs says, may be competent in their field, 
but they are also closed off to other fields. Strict division of labor and 
narrow specialization led “to rigidity, to narrowing the circle of people 
with whom you come into contact, and to a lack of professional and 
personal flexibility.” At the level of workers, this is said to lead to career 
interruptions, the development of incompetence, and midlife crises. At 
the overall organizational level, it leads to a style of communication 
similar to “lobbing things over the wall,” as Fuchs puts it playfully in 
terms of experiences at Ford: “The design department creates a new car 
and then throws the design over the wall to the engineering department. 
They work out all the details and then throw the finished result over the 
wall to production. The factory changes the plans in such a way that the 
car can be built at a reasonable cost, and they throw the finished products 
over the wall to sales. So it’s no surprise that the sales force also throws 
its cars over the wall to its customers” (Fuchs 1992: 20).

In post-bureaucratic companies, formerly divided functions are 
led back into production. The divisions between research, project 
preparation, production and marketing are eroding, as is the tempo-
ral synchronicity of work processes associated with their separation. 
The production area and administration are melding together. Com-
panies hope in this way to achieve a seamless overcoming of interfaces 
between different areas within the work process. Work processes that 
were formerly divided up on a functional basis are now being located 
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around products, or better, around processes. Employees from various 
company divisions that were formerly separated—such as procurement 
and sales, marketing, research and development, finance, and produc-
tion—are now drawn together around one task, for example fulfilling 
a customer order or developing a new product.

De-hierarchization: The dissolution of functional differences into differ-
ent departments is associated with a second fundamental development: 
de-hierarchization as the radical dismantling of vertical differentiation. 
Hierarchy is a differentiation by rank that is based on subordinated 
threat potential, and is typically accompanied by the differentiation 
of tasks and responsibilities. Hierarchies have an asymmetrical com-
munication structure because information only flows in the form of 
instructions from top to bottom. Hierarchical structures imply a strict 
form of organization and a high degree of formal characteristics that 
serve as a safety mechanism against possible challenges. They form an 
ideology that the individual internalizes, thereby binding him to the 
hierarchy. Hierarchy is functional in bureaucratic, centralized orga-
nizations. It guarantees a consolidation of power, dispenses with the 
constant measurement of power, and liberates people from constant 
struggles to clarify ambiguous relationships (cf. Luhmann 1979). 

The consolidation of power in hierarchies—according to the 
management literature—is counterproductive in turbulent, unstable 
environments, because this leads to decision-making programs and 
communication paths being fixed in place. The response to this danger 
is comprised, in a general way, in a drastic reduction of hierarchical 
levels and a rigorous increase in permeability between the remaining 
layers. The managers of post-bureaucratic organizations, as well as their 
consultants, increasingly use hierarchy in a pejorative sense. 

Decentralization: The removal of vertical and horizontal differentiation 
leads to thorough decentralization. The processing and production of 
information, authority, control, and strategic planning are supposed 
to be situated as closely to the customer as possible. The source of 
value creation is relocated from own production to customers. The 
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shift of value creation to the customer also seems to be a reaction 
to the displacement of demand. From the perspective of companies, 
customers were buying a service, not a material product. Instead of a 
car (which in the final analysis is nothing more than a combination of 
metal, plastic, glass, and electronics), an auto company sells “individ-
ual passenger transportation.” Whether this service is best fulfilled by 
purchasing a car, or whether a combination of different services (train, 
bicycle, carsharing) could provision this service in a more effective and 
affordable way, depends not least on environmental conditions (traffic 
congestion, street construction, alternative offers). It is thought that 
the customer often doesn’t want to buy a product; they want to find 
the solution to a problem. The fact that companies have long built 
their relationships with customers on the sole principle of “either buy 
my ready-made solution, embodied in this product, or don’t buy it,” 
reveals the limitations of this traditional thinking.

Only by proximity to the market, through technical developments, 
and adjustment to social change can a company meet the new maxims 
of speed, at least according to the ideology of corporate consultants 
who once championed bureaucracy and have shifted to post-bureau-
cracy. Companies can only gain dedication, innovation, and structural 
adaptability by adopting a high degree of decentralized competence 
(Drucker 1992: 98).

Decentralization is based in the final analysis on the assignment 
of autonomy and self-responsibility. Although the crème de la crème 
of management consultants unfortunately forget this, this autonomy 
can, by definition, no longer be managed centrally. Autonomous units 
perceive the articulations of organizational leadership as mere noise to 
which they are not obligated to respond. The business leadership and 
other autonomous units become part of the environment and, in the 
perception of autonomous groups, are no longer differentiated into 
discrete groups of customers, competitors, and state institutions. This 
bestows a completely new character upon communication between 
autonomous units within an organization, insofar as we can even speak 
about communication within an organization when describing coop-
eration between autonomous units.
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More Structures and Communications

The dissolution of fixed communication paths and firmly coupled 
structures leads at first to an increase in new types of structural forms 
and communications. A trainee in a software company who is sent 
“on a journey” through the various areas of a firm forms a variety of 
different kinds of structures in the form of informal contacts; if he were 
integrated into the clear and transparent structures of a bureaucratic 
organization, this would be very different.

The fixed connections in organizational processes within bureau-
cratic-centralized organization “relieve” employees of the need to per-
form their own structuring or complex communications. Their activity 
could have been restricted to material projects: the composition (or 
disassembly) of objects, the transport of items, filling out paperwork. 
There are two separate fields of work: first, the work of planning, struc-
turing, coordinating, communicating, and monitoring; and second, 
work that is oriented towards objects. Due to this division, organi-
zational communication with employees was reduced on one hand 
to the description of the work that employees were expected to per-
form, and on the other hand to the distribution of wages and salaries. 
This is a powerfully formalized communication process. Ultimately, 
communication between the organization and workers consisted of 
payment (an invitation to continue working) or stopping payment 
(dismissal). Behind closed doors in the classical Taylorist organization, 
it was hoped that, in addition to this communication, there would be 
no need for further intra-organizational communication or additional 
organizational structuring. Under the conditions of complete stability 
and their acceptance by employees, the proportion of material work 
could theoretically be increased to one hundred percent.

The organizational scholar Henry Mintzberg describes four variables 
with which we can identify the character of work (1979: 222f.). The 
“comprehensibility of work” describes the ease with which a work pro-
cess is understood. The “predictability of work” refers to the knowledge 
already extant within an organization that is required to execute a work 
process. The “diversity of work” describes the diversity of work that 
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exists within an organization. The “speed of work” describes the speed 
with which the organization must react to external demands. In an 
organization that is oriented purely toward stability, work is completely 
comprehensible and predictable. Work could be planned for months, 
even years, in advance. The work may be complex for the organization 
due to the high degree of segmentation, but the assembly-line worker 
need only perform one or two movements. The work of the individual 
is therefore always the same. Because this kind of organization is based 
on the presumption of a stable external world, it is sufficient if reactions 
to possible changes are slow.

In post-bureaucratic forms of organization, the constant restructuring 
of organizational processes and communication about the organization 
of collective activity are increasingly among the main responsibilities of 
employees. Today, in many industrial companies, only 10 to 15 percent 
of employees work directly on the production of material goods. The 
majority of employees are occupied with research and development, man-
agement activities, maintenance and adjustment of machines, and engi-
neering. At the same time, the number of employees in many industrial 
companies has risen 65 percent or more. At some high-tech companies, 
the 1990s saw the number of university and advanced technical college 
graduates exceed the number of skilled workers. A new understanding 
of work as communication-oriented is on the horizon.

Management literature loves the statement, “a successful organiza-
tion needs three things: communication, communication, and commu-
nication,” but this is as banal as it is imprecise. Communication is the 
foundation of all collective activity, regardless of whether we are dealing 
with a Taylorist or post-bureaucratic organization. The decisive point 
is how strongly formalized communication is. If communication in 
organizations is no longer formalized, then communication inevitably 
takes more time. This leaves less time for production-related work. If 
the rationalization effects that result from more communication do 
not compensate for the loss in time remaining for production-related 
work, then there is a threat that productivity will decrease.

Working from the concept of systemic rationalization, an under-
standing of rationalization has emerged that refers to this new sig-
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nificance of communication and structuring processes. Traditional 
corporate strategies for improvement and rationalization typically 
focus on the review and change of operating processes so that the 
given factors of operating production can be better combined for the 
purpose of increasing profits. In Taylorist and bureaucratic-centralized 
companies, rationalization strategies focus first on the technical-orga-
nizational production system (mechanization, automation, integration 
of information technology, increasing flexibility, logistics); second, on 
the organization of work (changing the horizontal and vertical division 
of labor, forms of cooperation, organizational control of day-to-day 
work); and third, on the alignment of employees to the company’s 
requirements. Systemic rationalization, on the other hand, assigns less 
focus to optimizing the performance of discrete production processes 
and the capacity utilization of specific systems; instead, this approach 
places more weight on the optimal coordination of individual processes. 
The aim here is to combine already extensively optimized individual 
services into an innovative, harmonious whole.

3.3 The Structure of Post-bureaucratic Organizations

Decentralization, de-hierarchalization, and the deformalization of com-
munication: this is the direction in which post-bureaucratic organiza-
tions are heading. The new principles are clear: no internal or external 
boundaries, structures that are readily open to change, loose couplings, 
and combined systems of independent performance centers. But what 
exactly do coordination mechanisms look like in post-bureaucratic 
organizations? Which internal form of organization corresponds most 
closely to the demands of constant change? New concepts sprinkled 
with great-sounding buzz words such as “Lean Management,” “fractal 
factory,” “circular company,” “agile organization,” and “post-modern 
factory” all have one thing in common: at their core is the organization 
of project groups and semi-autonomous work groups.
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Quality Circles, Semi-autonomous Work Teams,  
and Project Groups

The names used for teams have a superlative, exaggerating quality. They 
are described as quality circles, innovation discussion groups, workshop 
control groups, action groups, problem-solving groups, participation 
initiatives, proposal groups, production teams, modules, tribes, and 
cells, and every year we see several new and fashionable descriptions 
for teams. In this jungle of nomenclature, there are roughly three types 
of teams; we will call them the quality circle, semi-autonomous work 
groups, and project groups.

Quality circles are a management system for improving the pro-
ductivity and quality of products and services. This is supposed to be 
done by means of developing and motivating workers and improving 
their working life (Vaziri 1987: 17). These are typically groups of six 
to ten employees who meet regularly and voluntarily. The participants 
mostly come from the same division and meet under the leadership 
of a moderator. They identify shared work-related problems, look for 
solutions, and introduce them into the work process. The idea behind 
the quality circle is the principle that it is better to “produce” quality 
than to “monitor” it. This means that quality should be shifted into 
the responsibilities of employees in production.

Quality circles are an instrument for optimizing centralized-bu-
reaucratic organizations along the lines of “participative Taylorism” (cf. 
Linhart 1991: 81). These circles are not a method for structuring work; 
instead, they are a parallel organization that can be easily integrated, 
for instance in assembly-line work. Circles have the right to make 
proposals, but they do not have any decision-making authority. Deci-
sion-makers who held this responsibility previously therefore retain 
their authority. Circles are not tasked with developing concepts; they 
only address the details of retrospective improvements. In this way, they 
do not pose a competitive threat to technical planning departments 
or project preparation groups; they merely assume a complementary 
function for dealing with problems that would be too difficult to solve 
at different levels.
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In contrast, semi-autonomous work groups—including semi-au-
tonomous production groups in industry—grant workers a high degree 
of autonomy and control over their immediate work behaviors. The 
workers in these groups have a broad spectrum of tasks, including 
activities that traditionally fall within management’s remit. They order 
materials, determine overtime hours, decide who takes what work posi-
tion, define job rotations, calculate productivity, monitor a budget, and 
both hire and fire employees. 

Teamwork played a central role in Lean Management, which was 
the darling of corporate managers for a long time.13 Only the rigorous 
application of group work was said to enable the attainment of an 
ambitious goal: high flexibility in fabrication and maximization of 
quality. Increased flexibility was supposed to make production efficient, 
even for smaller production batches. Assembly workers were supposed 
to take on the adjustment, conversion, maintenance, and repair of 
machines themselves. In the context of Total Quality Management, 
they strive to attain the highest degree of quality by means of a constant 
process of problem-solving and fault correction (Kaizen). A proactive, 
constant quality assurance process in terms of products and production 
is meant to render all rework superfluous, as well as enable a prod-
uct that corresponds largely to the zero-error standard. The potential 
for flexibility and quality that inheres to Lean Management could, 
according to the rhetoric of the time, only be tapped by means of a 
comprehensive rationalization of the organization of work. Formerly 
outsourced divisions, such as quality assurance, rework, machine repair 
and maintenance, were supposed to return to the fold of a company’s 
own production process. At the center of Lean Production stood work 
teams that were led by strong leadership personalities. 

A third type, the project group, can also be distinguished in addition 
to quality circles and semi-autonomous work groups. Project groups are 
bound to a special event or temporary objective. The tasks of a project 
group are often not clearly fixed; instead, they are defined in detail 
independently by the project group. The project groups then disband 
after attaining a specific goal (or upon realizing that the goal is not 
attainable). They are distinguished from semi-autonomous production 
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groups by the fact that they are generally exposed to a “rationality 
dilemma.” The actors in a project group find themselves in a situation 
with double responsibilities. They are responsible for the success of the 
project group, but also have to attend to the duties of the unit that 
assigned them to the group. 

Project groups, semi-autonomous work groups, and with some lim-
itations quality circles as well, show that the application of new kinds 
of organizational forms can put us in a position to react to external 
uncertainty; however, this also leads to an increase in internal uncer-
tainty. Teams can react better to a turbulent environment thanks to 
their increased flexibility, but to do so they give up their structure of 
fixed connections. New structures emerge in everyday work, but they 
have less consistency. The entire organization profits from this constant 
restructuring, because it leads—at least in theory—to the unleashing 
of all of the potential that exists within a group. The organization can 
tap into otherwise idle knowledge held by workers and employees and 
make it useful. On the other hand, however, the workers also stand to 
gain from restructuring because it means constant re-training. Work 
processes are modified again and again, which entails learning. Work 
that was previously exposed to a steady process of de-skilling, especially 
in assembly-line work, becomes valuable again. 

The formation of groups has existed for quite some time in organi-
zations. German and American industry were already experimenting 
in the early twentieth century with work groups integrated into the 
formal structure of companies. And even in the most Taylorized com-
panies—as the human relations approach in organizational science has 
shown—work groups had formed at the informal level as cliques with 
their own customs, obligations, routines and rituals (cf. Mayo 1948: 
128). The roles and responsibilities in these informal cliques are lim-
ited however to the simplification and redefinition of the movements 
prescribed by production planning, and to the formation of collective 
resistance again management measures that are deemed unjustified (cf. 
Luhmann 1964: 324ff.).

In contrast to these disparate islands of formal groups existing 
within the organization, and the informal cliques arising in the shadow 
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of formal structures, groups in post-bureaucratic organizations are no 
longer a byproduct, disdained by management, of an organization 
structured from the top down. They have become instead the basic unit 
of collective activity. This is why the “functioning” of semi-autonomous 
work groups and project groups is seen as essential for, perhaps even as 
an existential condition of, an organization’s success.

Connecting Autonomous Units

When establishing teams as the central form of internal (and increas-
ingly external as well) coordination, the organization stands before the 
dilemma of having to interlace individual, relative autonomous group 
units horizontally and—if hierarchies were to be upheld—vertically. 
If, as the wise old man among US-American management consultants, 
Peter F. Drucker, claims, the ponderous battleship “company” should 
be replaced by an agile organization of smaller, more maneuverable 
craft, this raises the question of how the individual ships in the “Action 
Company 1999” fleet are supposed to communicate and cooperate (cf. 
Drucker 1990). The problem for organizations lies in how cooperation 
between the groups can function without impairing the free flow of 
information between the units and the teams’ extensive autonomy.

It sounds nice and post-bureaucratic whenever managers are sup-
posed to uphold the dynamism of the organization and its employees 
by means of “an open climate of communication with feedback mech-
anisms, flexible project organization, and network structures.” And 
everyone agrees that “organizational assets,” the “expertise of employ-
ees,” cannot come into its own in a framework of “rigid hierarchies 
and narrow rules.” Successful strategies, however, have to go beyond 
these narratives of social humanity, no matter how beloved they are 
in organizations.

The American futurologist Alvin Toffler pointed out a possible 
instrument of regulation as early as the 1970s. In the adhocracies that he 
observed, the contact between autonomous units was upheld through 
informal relationships. Informal relationships guarantee a critically 
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important communication network in view of the churning within 
adhocracies, with titles, jobs and responsibilities changing, structures 
collapsing and rising, departments and project groups being born and 
buried, all at breakneck speed (Toffler 1971). These relationships are said 
to be the lifeline of adhocracies. This is revealed by the fact that most 
organizations would fall to pieces if everyone worked exclusively according 
to plan. If air traffic controllers, policemen, or physicians went on a slow-
down strike and only did their jobs according to the bare minimum for 
a few months, then the organization would quickly come to a standstill.

Post-bureaucratic organizations attempt to promote the formation 
of informal systems in a targeted way. By changing teams, groups can be 
loosely connected and form a network of flexible structures. Constantly 
changing the members of work groups and project groups is meant to 
create a complex web of communication and cooperation. Coordina-
tion problems then do not exist between the individual groups, but the 
topics of conflict become who works when and for how long in which 
projects. Throughout the life of the projects, then, fixed structures are 
not created, but personal relationships emerge that people can refer 
back to for general organizational coordination. People profit from 
the fact that purely personal relationships become loose mechanisms 
of coordination and communication. 

If we think it through to its logical conclusion, the relatively prom-
ising connection of autonomous subunits could be attained by develop-
ing relationships of love and friendship beyond the confines of groups. 
In this sense, a post-bureaucratic organization would also always have 
to be a dating agency. Organizations would probably refuse to iden-
tify matchmaking as a goal alongside the maximization of profit, the 
winning of votes, or the waging of war. However, this refusal cannot 
be fully persuasive, which is why the (mostly!) successful principle 
of coordination by familial clans—“management by love”—should 
also not be deployed in the somewhat looser form of friendships and 
relationships in post-bureaucratic organizations.

Dense network structures are supposed to emerge in organizations 
from informal communication. The various work units that form a net-
work should take up contact with all groups and individuals with whom 
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they have to communicate, thereby producing a dense and transpar-
ent network of information, understandings, and agreements. In Peter 
F. Drucker’s “factory of 1999,” all of the groups, project teams, and 
departments were supposed to reflect on what information they owed to 
whom and what information people needed from others. A significant 
portion of information would flow horizontally, beyond the boundaries 
of departments and groups. The factory of 1999 was supposed to be an 
information network in which all of the managers have to understand 
and be familiar with the entire process. Like the members of individ-
ual teams, they had to be in the know and act and remain oriented to 
business performance. Above all, they had to ask themselves: what do 
the leaders of other modules need to know about the characteristics, 
capacities, plans, and work methods of my unit? And, vice versa, what 
information do we actually need from others? (Warnecke 1993).

It is considered important in this constellation that the relationships 
between different groups of a network are always subjected to critical 
scrutiny. As soon as there is coercion towards cooperation, a network 
would degenerate into a bureaucratic organization. This is why increasing 
numbers of organizations are moving towards allowing certain internal 
groups (for example, training, consulting) to compete against external 
providers in a market within the organization. A semi-autonomous work 
group’s option to procure consulting from outside the organization is 
supposed to dispel the otherwise extant fixed connection between the 
value creation group and the internal team for training and consulting. 
This mechanism is supposed to work even in vertical coordination rela-
tionships. A work group that is highly autonomous can at least theo-
retically issue a threat to management that it will become independent 
or seek other, more suitable, management. This threat potential puts 
the relationship between semi-autonomous work groups and central 
management on shaky ground, thereby contributing to the dissolution 
of an otherwise extremely strong fixed structure. Even if connections to 
businesses and places, organization-specific qualifications, lack of capital, 
or insufficient willingness to take on risks may render this option a purely 
theoretical one in many cases, it still has effects on relations between 
management and relatively autonomous organization centers.
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Network structures based on informal relationships are important 
instruments for connecting autonomous units with one another. Even 
if networks are praised to the heavens in management rhetoric, the 
actual trust placed in informal networks within organizations is in 
many cases not especially great. This is why most decentralized pio-
neer organizations frequently develop variations on the classical hier-
archical model of organization. “Participative management,” “service 
pyramids,” and “sociocracy” are methods that in the final analysis do 
not rely completely on the ability of informal systems and networks 
to organize themselves. Instead, these approaches include moderated 
hierarchical structures in organizational networks.

Participative management should, according to the ideas of more or 
less post-bureaucratic organization consultants, guarantee the inclusion 
of as many employees as possible in vertical hierarchical coordination. 
The supervisor, if this term even continues to exist, is transformed from 
a commanding person of authority to a host and moderator. This person 
has to create a trusting relationship between herself and her employees 
and facilitate their inclusion in decision-making processes (cf. Crozier 
1989: 64). The striking thing about participative management is that 
it does not do away with hierarchy as a means of vertical coordination. 
It involves but does not empower. Charles Perrow, one of the leading 
American organizational theorists, criticized participative management 
decades ago as a “hygienic spray”: people may strive to reduce the feeling 
of alienation among employees, yet the power that is granted to them 
is extremely limited. They would be included in an advisory capacity 
for decision-making, and also encouraged to make certain decisions 
themselves. These decisions could however always be subject to veto. 
This would be comparable with a democratic system in which people 
would elect their own leaders, although the leaders could declare the 
election invalid. Perrow assumes that participative management would 
give employees and workers a voice, and would improve the quality of 
decisions. The decisions, however, would remain—whatever the level 
of participation—decisions made by management (Perrow 1974: 35).

The idea of the service pyramid promoted the inversion of the hier-
archic principle from above and below, at least on the display side 
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of an organization. Hierarchical leadership, according to Jan Carlzon 
(1987), former head of the Scandinavian airline SAS, should become 
a service to which the employees have a right and a claim. In the 
inverted pyramid model, the customers are at the very top, followed 
by the employees who have direct contact with customers, followed 
by management and the board of directors. The service pyramid may 
be impressive in its visual clarity and its contrast to conventional hier-
archical pyramids, but it does not solve the problem of coordination. 
This approach remains vague about what interest the uppermost teams 
and employees would have in maintaining this pyramid, as well as why 
they should pay for this service. And lastly, it conceals the fact that the 
“hierarchical service provider” can always intervene in the form of a 
decree to access “their customers.” 

This accounts for the popularity of models that claim to resolve 
the dilemma that arises between the necessity of vertical coordination 
between teams and the concession of higher autonomy. In a sociocracy 
or holacracy, “the typical command-obey mechanism” is supposed to 
be broken, with the need for coordination and monitoring covered by 
just a few fundamental rules. Every one and every position is deter-
mined by a vote. Duplicated connections are vertically lined up with 
one another. In this process, every team is represented doubly in the 
next higher team by a functional leader (manager) and an elected rep-
resentative (Buck/Endenburg 1984: 5). All decisions are made on the 
basis of consensus, whereby consensus doesn’t always mean approval 
by all; consensus can also be taken as the non-existence of opposition. 
Ultimately, the consensus principle gives employees the security that 
nothing can be decided against their will.

Despite the Enthusiasm: Initial Doubts and Questions

The more certain the end of the classical bureaucratic, hierarchical 
organization, the more daring the proposals presented to the public by 
organizational consultants. Whoever follows the crème de la crème of 
German, French, American, Japanese, and Chinese organizational con-
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sultants to promote “integrative-innovative companies,” “System 5,”  
“Theory Z,” “multicellular organizations,” Flex Firms,” “Lean Compa-
nies,” “fractal factories,” “cellular systems,” “ambidextrous companies,” 
or “agile organizations,” will not be content with a just a bit of par-
ticipative management, team work, and project organization. While 
people used to be satisfied with a bit more motivation and customer 
service orientation here, and slightly more efficient communication 
channels there, today people are daring to try out ambitious, compre-
hensive management approaches. This leads to announcements of big 
successes, both in the past and today.

As the Reengineering gurus Michael Hammer and James Champy 
(1993) showed in the 1990s, you had to promise a “business revolu-
tion” that left no stone unturned to even get managers interested. In 
comparison to Hammer and Champy, who promised improvements 
on the order of ten times previous performance, the godfathers of 
Lean Management—James P. Womack, Daniel T. Jones und Daniel 
Roos (1991)—seem altogether modest; they only promised to dou-
ble productivity while simultaneously reducing costs and headcount 
by half. Lean Management and Reengineering owed their triumph 
among the upper echelons of managers, as did those of similarly pep-
py-sounding management concepts, to the fact that they offered an 
integrative approach that was supposed to remedy all of the worries, 
large and small, of an organization’s leadership. The panacea of Lean 
Management or Reengineering promised to replace the patchwork 
fixes for specific symptoms. Instead of having to confront the individ-
ual fields of simultaneous product development, just-in-time logistics, 
technology planning, personnel development, teamwork, Total Quality 
Management, and decentralized production structures, everything was 
now subsumed under a catchy motto.14

Whether Lean Management, Flex Firm, multicellular companies, 
fractal factories, or agile organizations—all of these models present 
themselves as conclusive and tout all-encompassing solutions that 
leave outsiders breathless. A solution of striking simplicity seems to 
be found or invented by management consultants each and every week. 
If everything that lean, reengineered, or post-bureaucratic organizations 
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bought as their new organizational structure actually existed, then we 
could justifiably—indeed, we would be compelled to—talk about a 
veritable revolution. Under the guiding maxim of innovation ability, 
project organizations connected like networks would react flexibly and 
quickly to rapidly changing environmental conditions. New kinds of 
networks, intermediary forms of markets and organization, would 
break up the rigidity of hierarchical organization and help to structure 
a turbulent external world. Employees would be the winners of the 
revolution and become the new rulers in know-how organizations in 
which material work would be largely replaced by communications, 
planning and structuring activities.

But questions began cropping up for me in the description of the 
discourse among new management gurus and a few employees of 
post-bureaucratic organizations: How can autonomous units be com-
bined into a harmonious whole? Can management and self-organiza-
tion be brought into accord? Is participative management compatible 
with de-hierarchalization? Can the inverted service pyramid be more 
than just a pretty picture?

Post-bureaucratic management consultants and organizational 
leaders typically hail from the bureaucratic, Taylorist tradition and 
therefore seem, casually speaking, bowled over by the new freedoms 
presented on the display side of post-bureaucratic organizations. What 
is sold today under a broad array of names as new forms of organiza-
tion is, however, not too far distant from what has been tried out in 
democratic or autonomous groups for several years already, and with 
significant problems. Organizations that preach the slogan, “change is 
the only true constant,” have to answer the same questions and doubts 
as anarchistic groups that have subscribed to absolute freedom under 
the motto, “no power for anyone.”



4. 
The Dilemmas of  

Post-bureaucratic Organizations

Freedom is not possible without order

And order without freedom has no value.

Mahatma Gandhi

Assessments of post-bureaucratic organizations in the financial press, 
the management literature, and often in organizational science as well, 
are frequently distinguished by a surprising lack of critique. The fact 
that organizations present themselves as something special in their 
self-descriptions is understandable, perhaps even necessary; an attrac-
tive display side serves to stabilize internal organizational cohesion and 
the boundaries with the outside world. But management consultants 
who are paid for the critical review of organizations—at least according 
to theory and their consulting contracts—seem almost to have found 
a new doctrine of salvation in the concept of the post-bureaucratic 
organization. Management magazines, which with their tendency to 
dramatize new developments are always hunting for new management 
methods, contribute significantly to the glorification of new organi-
zational concepts (see Jung/Kieser 2012). And even respected social 
scientists such as Michel Crozier (1989), the doyen of French organi-
zational sociology, do not hesitate to join in the chorus of hallelujahs 
for new forms of organization.

However, even if we do not trust the proscenium—the display side— 
of post-bureaucratic organizations, choosing instead to construct the 
backstage with more precision with the aid of central insights from 
organizational science, then we stumble upon fundamental problems 
that have not yet been resolved. The problem of post-bureaucratic orga-
nizations is located less in resistance from middle management to the 
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loss of positions or the inability of workers to adjust to new demands.15 
Instead, the orientation towards change, flexibility, and innovation 
drives post-bureaucratic organizations literally to the edge of their exis-
tential possibilities. Post-bureaucratic organizations therefore stand 
before the fundamental problem of holding together an organization 
oriented towards innovation and the ability to change (Section 4.1). 
De-hierarchalization does not lead to a “workers’ revolution”—in which 
workers assume central functions of power and decision-making—but 
rather to intensifying power struggles in organizations (Section 4.2). 
The streamlining of organizational processes, which are supposed to 
lead to a reduction of increasing complexity, actually have the opposite 
effect, leading to more complex and less transparent processes (Section 
4.3). Organizations that change themselves confront the following 
dilemma: in the face of growing demands for flexibility, there is no 
going back to Taylorist, bureaucratic forms of organization; however, 
loose connections expose post-bureaucratic organizations to a funda-
mental danger of “dissolution” and “politicization.” 

4.1 The Identity Dilemma:  
The (Necessary) Limits of Organizations

Even in the most post-bureaucratic of the post-bureaucratic orga-
nizations, there is a tendency towards rules, routines, stability, and 
redundancy. Burns and Stalker (1966) as well as Mintzberg (1988) 
have observed that even the most committed members of adhocracies 
sometimes displayed a truly low tolerance for insecurity, uncertainty, 
and disorder. In certain situations, according to the organizational 
theorists Burns and Stalker, some managers in adhocracies cry out in 
desperation for more order and structure. As the following will show, 
this is caused by an inherent tendency within post-bureaucratic orga-
nizations for self-dissolution. 

Organizations, whether they are pre-bureaucratic, bureaucratic, or 
post-bureaucratic, are not natural phenomena; they are artificial con-
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structs. Their existence and their continued existence is always under 
threat, a point on which action theory (Crozier/Friedberg 1977) and 
systems theory (Luhmann 2000) are in agreement. In post-bureaucratic 
organizations, the general endangerment of existence and continued 
existence is a ubiquitous problem. The more loosely connected orga-
nizations are, the less protective mechanisms they have against the 
individual, limited rationalities of their members. The larger the palette 
of possibilities in an organization, the more likely it is that the local 
rationalities of organization members can assert themselves against the 
organization’s logic. The continuous increase in the ability to change 
can lead ultimately to the dissolution of the organization. There is a 
danger that the organization can lose its inner cohesion in the face 
of so many possibilities (contingency). What is lost is the defining 
feature of organizations: their delimitation from the outside world. 
Organizations are exposed to the danger of “coming apart” when they 
are integrated with an uncertain environment and when they grant 
autonomy to their employees.

Organizations on their Way to the  
Land of Unlimited Opportunities

The fundamental problem of post-bureaucratic organizations—the 
drawing of boundaries with the external world—can be understood in 
terms of organizational sociology with the aid of systems theory. Orga-
nizations distinguish themselves from their environment by limiting 
the range of possibilities. Organizations—or, more generally speaking, 
systems—are structured relational constructs that establish certain pos-
sibilities and exclude others. In turbulent environments, there is always 
a surfeit of possibilities. This means that organizations are forced to sort 
things out by means of decisions. They are required to defend for their 
own sake their section of the world—meaning their own finiteness— 
against the “constant threat of other possibilities” (Luhmann 1969: 
395). To put it differently, systems only exist by virtue of the fact that 
they have a lower contingency than their environment. They can only 
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obtain their identity through this difference between their own finite-
ness and their omnipotent environment (cf. Luhmann 1984: 242f.).

Finiteness is created by drawing a boundary: “something is what 
it is only in its limit and by virtue of its own limit” (Hegel). The 
limit grants the “something” its existence. Drawing a limit to the 
external world is done by meaningfully ordering internal structures 
and processes. An organization can decide, by means of drawing 
limits, which actions are “in their meaning” and which are not.16 
Meaning is a necessary selection criterion for reducing environmental 
complexity and deciding which elements should be connected to 
one another.17 An organization’s meaning has a controlling effect as 
a network of selection rules: environmental conditions are typified, 
the current status is distinguished from what is possible, and the 
world is seen in a specific way. This meaning-related selection is 
established by traditions, forms in the processing with expectations 
from the environment, and determines the internal differentiation 
of organizations. 

This internal differentiation is nothing other than the structure of 
an organization. Meaningful selection and interior structuring depends 
on how the organization understands its differentiation with the exte-
rior world. If an economic organization, for example, suddenly stops 
striving for more profitability (or preservation of solvency) and begins 
pursuing religious fulfillment, ideological propriety, moral uprightness, 
or the realization of eternal truths, then we can assume with consider-
able certainty that we will have to deal with confusion in meaningful 
selection mechanisms.18 In this respect, business organizations must 
strive for two things. First, they must retain the criterion of economic 
efficiency as a centrally meaningful mechanism of selection, because 
otherwise they would cease to be an “economic” organization. Second, 
they must apply this selection mechanism to differentiate from the 
environment, because otherwise they would cease to be an economic 
“organization.”

This connection of elements, processes, and structures into one 
system is generally variable. To put it differently, meaning as a point of 
control for these system formations is unstable. For example, meaning 
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can be altered due to changing environmental conditions. Systems—
and in special cases organizations—are therefore constructs that are 
both identified in terms of meaning and that generate meaning. On one 
hand, social systems arise on the foundation of meaning as a guiding 
criterion in the selective association of elements, and they are in this 
regard constituted by meaning. On the other hand, it is possible for 
social systems, on the basis of their contingency, to forge new relational 
links, to create new meaning from them, and therefore have a mean-
ing-constituting effect. Because meaning, as a means of delimiting 
systems from their environment, is protean, the limits between the 
system and environment are also variable: A system is its differentia-
tion to the environment; it is a limit-defining, limit-upholding order 
(Luhmann 1975b: 221).

These limits have the “double function of separating and connect-
ing system and environment” (Luhmann 1984: 52; English transla-
tion Luhmann 1995, p. 46). They stabilize the system by delimiting 
a system’s elements from the environment. At the same time, these 
limits also permit the relations between the system and its envi-
ronment, enabling the exchange of information and material and 
thereby serving the system’s transformability. The formation of limits 
is conducive both to preserving the system as well as exchanging with 
other systems. These limits resemble cell membranes that close the 
cell off and can also open at the same time for exchange relationships 
with other cells.

What happens now, if we find an ideally conceived organization 
that has managed, with the aid of the best organizational consul-
tations, to produce an infinitude of variance, in order to meet the 
demand from some quarters to become a limitless organization? The 
limits between system and environment would disappear, in the tru-
est sense of the word. The process of meaning selection of decisions 
would be terminated. The organization would degenerate into a mere 
mass of scarcely cohesive decisions. It would no longer be possible 
to reduce the complexity of the world to a dimension that can be 
handled internally; the orientation and processing performance of 
the system would drop to zero immediately. The complete abolition 
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of redundancy would disable the mechanism for producing decisions. 
Total flexibility would lead the organization to lose its feeling for 
unity and continuity. “Chronic flexibility” would destroy identity 
(Weick 1979). The organization would thereby lose its mechanism 
for delimiting itself from the environment. Then it would flow into 
the environment, so to speak, and would disintegrate in the realm of 
unlimited possibilities. The transposition of external uncertainty into 
internal uncertainty therefore brings along the danger of destroying 
the essence of an organization.

The Problem of Delimitation: Blurry Boundaries  
Between the Organization and its Environment

Yet those organizations that have not committed to complete change 
are still subjected to the same misery, even if at a less fundamental 
level. To put it simply, this is the “problem” of blurring the boundaries 
between the environment and organizations, or the fact that post-bu-
reaucratic organizations only have a thin, permeable, porous limits to 
the exterior world (Peters 1988b: 661).

The use of market mechanisms in internal organization processes 
and the organization of market processes makes it more difficult to 
set limits between organizations and the environment. In Taylorist 
bureaucratic organizations, hierarchical regulation was the means of 
organizing internal processes. Environmental relations took place 
through market mechanisms. As we saw in the previous chapters, the 
mechanisms of intra- and inter-organizational communication and 
coordination begin to interweave in post-bureaucratic organizations. 
The constantly threatening self-dissolution of post-bureaucratic orga-
nizations, and the blurring of boundaries between the environment 
and the organization, becomes concrete in all areas of organizations in 
which mechanisms are set for innovation and flexibility. This becomes 
clear in central areas such as relationships to other organizations, the 
territorial definition of the organization, and the definition of organi-
zation membership.
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Relationships to suppliers, customers, agencies, and the public are 
no longer monopolized in one organizational area in post-bureaucratic 
organizations. This potentially allows every employee to make use of 
these openly designed environmental relationships. The beloved max-
ims of post-bureaucratic organizations, such as “our goal is to give the 
customer what he wants, when he wants it,” or “if you want things to 
be done, just do it,” legitimate, even demand, that individual employees 
take up contacts with other organizations. This clearly makes it more 
difficult to draw limits between the organization and the environ-
ment, became environmental contacts are no longer channeled through 
clearly defined “border stations.” 

The more the inner structures assume a fluid state—parallel to the 
dissolution of clear limits—and the more labile the organizational scaf-
folding becomes, the greater the threat of dissolution looms before an 
organization (cf. Powell 2007: 507). The reaction to such symptoms of 
diffusion—and here organizations do not differ much from states—is 
typically a hardening of internal structures: authoritarian rules, clear 
lines of responsibility, and more pronounced internal structuring. The 
dilemma of post-bureaucratic organizations lies in the fact that these 
reactions may stabilize the organization internally, but they reduce the 
flexibility of contact to the environment.

One expression of the danger of diffusion for post-bureaucratic 
organizations is the increasing difficulty of determining territoriality. 
The post-bureaucratic organization becomes an “organization with-
out a country.” Activities in post-bureaucratic companies take place 
with increasing frequency outside of the head office. Value creation 
occurs more “directly at the customer”—outside of the company. 
“Outside of the company”: this observation alone makes it clear 
how much an organization is usually defined in terms of a place or 
territory. It was easy to “locate” an organization and its membership 
in the age of Taylorist bureaucracy. A “workplace” guaranteed that 
employees would always be found at the same place. The “positions” 
revealed the location of functions in the organization; the names of 
companies or of administrative centers also denoted the building in 
which production or administration was performed. In post-bureau-
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cratic organizations, these means of characterization are annulled as it 
becomes increasingly difficult to identify the geographical boundaries 
of an organization. 

We also find an increasing ambiguity about who can and cannot 
belong to an organization, paralleled by a growing difficulty of ascer-
taining an organization’s location. The definition of membership and 
non-membership in an organization is central for the definition of for-
mal systems of organization, as Luhmann pointed out decades ago (cf. 
Luhmann 1964: 39ff.; Luhmann 1969: 395). The clear determination 
of membership ensures predictability for the members, the organiza-
tion, and the environment. People can demand that members behave 
in accordance with certain expectations for their roles, and members can 
rely on the fact that more will not be expected of them than was set out 
in a catalogue of expectations (for example, in a job description). This 
general predictability disappears in post-bureaucratic organizations; an 
employee in an autonomous production group cannot be included in the 
overall organization without further ado. The manager in a profit center 
does not have to have much to do with employees in other profit centers 
than with the employees in completely different companies. A consultant 
working on a fee basis for corporate consulting cannot be counted clearly 
to an organization’s interior or exterior environment. The clear “member 
or non-member” scheme in Taylorist-bureaucratic companies—which 
is central to determining the limits of an organization—is replaced by 
increasingly complex relationships between people and organizations. 

This ever more complex relationships are expressed in growing 
problems with loyalty. In the moment at which we ask employees 
to identify more strongly with their professional responsibilities, 
their work team, or with the tasks entrusted to them by customers, 
these employees’ loyalty to the entire organization tends to decrease 
(Knoke 2001: 170ff.). If workers are fully responsible for a business 
unit, then the well-being of their unit will at some point become 
more important than the well-being of the entire organization. If 
the employees work in an independent team, it is not clear to them 
why they should pitch in when there are capacity bottlenecks in other 
organization areas.
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Intensification of Departmental Self-interest

We can understand why there are constant complaints about “depart-
mental self-interest” in post-bureaucratic organizations. It is certainly 
regrettable that a trend towards “narrow-minded sectionalism” arises 
from the division into largely autonomous units, which prevents the 
necessary exchange of knowledge, experience, and information. Yet 
when creating largely independent, autonomous organizational units, 
we also run the risk that they will take advantage of these opportu-
nities. The problem—namely that autonomous units only identify 
themselves to a limited degree with the entire organization—is the 
not a byproduct of poor decentralization, but rather the result of the 
resolute development of independent units.

Post-bureaucratic organizations are constantly struggling with the 
trend towards independence evident in these groups, with intensi-
fying rivalries between units over ever-scarcer central resources and 
with constant disputes over authority between central managers and 
managers of autonomous units. Admittedly, these identity problems 
are not completely new. Even in classical, hierarchical, bureaucratic 
organizations, departments had their own identities, and there were 
disputes over authority and jurisdiction, as well as the problem of 
integrating all of this in an organization for the purpose of pursuing 
a goal. The powerful position of the upper organization, however, 
constituted an entity that had relatively expansive competences for 
solving these problems. In post-bureaucratic organizations, the head 
office only has very limited access to these competences. When we look 
at some particularly advanced post-bureaucratic organizations, we can 
see these problems as if we were looking through a magnifying glass. 
To name just five examples:

Product offering: If we are to believe claims by companies, as well as 
administrations, then increasing numbers of customers expect complete 
solutions for comprehensive problems, not just the satisfaction of a 
specific, selective need. But it is precisely this profit center structure 
of many decentralized organizations that runs counter to this demand 
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for system solutions and complete solutions. The unbundling of a 
company or an administration into several autonomous units, each 
directed at a single effort, requires complex re-coordination between 
the individual units to be able to generate complete offers. Where 
clear instructions from the organization’s leaders once sufficed, now 
complicated bilateral or multilateral negotiations have to take place.

Synergy effects: The integration of tasks and functions in decentralized 
organizations involves the fact that competences are no longer concen-
trated at one place in the organization; instead, they are situated in vari-
ous organizational units. Instead of being located in central departments 
such as research, development, human resources, or sales, these functions 
are moved to individual profit centers. Instead of having central depart-
ments for project planning, production planning, and quality assurance, 
these functions are given to semi-autonomous groups. This leads to the 
danger that the same competences will be built up at different points 
inside an organization. Achieving synergy effects, such as the shared use 
of organizational resources, becomes more improbable and has to be 
ensured by means of intensive coordination processes.

Innovation: In management, there is often a tendency to favor product 
innovations that are easy to accept, do not pose any major risks, and 
do not require major adjustments in the organization. This tendency 
towards a modest innovation policy is further intensified through a 
division into autonomous units. Basic innovations incur such high 
costs for development and launch, and require such long initial phases, 
that many autonomous units do not take this risk on. This means that 
increasing decentralization may lead to stronger product innovation 
policy at the small level, but it also means that comprehensive, cost-in-
tensive innovations become all the more unlikely. If the organization 
wants to facilitate such extensive innovations, then coordination pro-
cesses will be necessary between the units.

Reorganizations: Comprehensive reorganizations become increasingly 
difficult to implement in decentralized organizations. The head of the 
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organization can only hold independent units fully responsible for their 
business results if these units have broad autonomy in designing the 
organization of their work. This impedes extensive restructuring efforts 
because they would call the independence of units into question. Orga-
nizational governance that sets down the organizational changes that 
the leaders of the individual units have to implement cannot make these 
leaders fully responsible for organizational results. On the other hand, 
the departments that were responsible for organization and reorgani-
zation in the former, functionally organized structure, are increasingly 
integrated into the individual product-oriented units. This means that 
organizational heads scarcely have any units at their disposal through 
which a major reorganization could be carried out. For example, there 
are indicators that shifting project planning functions into semi-autono-
mous groups leads to a situation in which these groups can scarcely take 
on changes of a fundamental nature. And third, organizational changes 
cause fewer domino effects in decentralized forms of organizations. If 
organizational units are closely connected to each other, then a major 
change in one unit typically leads to changes in the other units. In an 
organizational that is clearly structured along functional lines, this makes 
it easier for the management to implement fundamental changes that 
affect the entire organization. In a decentralized organization, the units 
are only loosely connected with one another. This results in the fact 
that fundamental changes in one organizational unit no longer leads 
necessarily to immediate changes in another unit.

Procurement: The comprehensive, organization-wide use of resources 
and a strong presence on the procurement market were an important 
argument for a functional organization. Splitting an organization up 
into autonomous segments threatens to abolish this synergy effect. 
There is a danger that every unit would purchase products from sup-
pliers at excessive prices. While a larger organization’s uniform presence 
on the procurement market places significant power potential on the 
side of the organization, non-coordinated procurement can enable 
suppliers to play organizational units off against one another, thereby 
significantly increasing their power.
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In view of the new challenges for coordination sketched out here, it 
becomes clear that the management of post-bureaucratic organiza-
tions confront a dilemma: the head office has the paradoxical task of 
granting autonomy to organizational units, yet at the same it must 
ensure that the individual units identify with the organization’s overall 
aims. Managers have to facilitate disintegration into autonomous units, 
while simultaneously finding means for integrating autonomous units 
into the overall organization. The contrast between autonomy and 
independence in business units on one hand, and the integration and 
self-incorporation of the entire organization on the other, becomes a 
dilemma in post-bureaucratic organizations.

The constant danger that organizational forms oriented towards 
flexibility and change will come undone in the realm of unlimited 
possibilities places post-bureaucratic organizations before a central task: 
how can we take account of the demand for change without dissolving 
outwards or inwards? How can we prevent divergence in a post-bureau-
cratic organization that has been adapted to a turbulent environment? 
How can internal organizational uncertainty be reduced in such a way 
that it does not impact the capacity for change? What possibilities are 
there for fixed structures that do not have an innovation-inhibiting 
effect? How can flexibility and the standardization required for man-
aging a system be brought together? 

The identity dilemma of post-bureaucratic organizations consists 
of the granting of maximum autonomy to independent organizational 
units while at the same time integrating these autonomous units in 
such a way that the entire organization retains a full-fledged identity. 
This dilemma develops substantial explosiveness because the increasing 
orientation towards flexibility literally pushes the organization to the 
edge of its viability, yet, due to technical revolutions, there is no going 
back to a purely stability-oriented organization that is equipped with a 
clear identity. Instead of the following the maxim, “change is the only 
constant,” new kinds of organizations must find ways to cut through 
this almost Gordian knot.
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4.2 The Politicization Dilemma: Power Struggles  
in Post-bureaucratic Organizations

If we were to invest our trust in the display side of post-bureaucratic 
organizations, then their employees are “the new rulers”: the “well-be-
ing and needs” of the organization depends on them. The employees 
are said to “no longer be an employee in the traditional sense”; they 
are “actually employers.” They are said to give “their work, their per-
formance, their service to the customer” (Fuchs 1992: 59ff.). The rise 
of employees from “wage-earners to productive service partners” would 
lead, according to the claims of many post-bureaucratic organizations, 
to egalitarian power relations. 

If, as we discussed in the previous chapter, we cannot be dealing with 
a revolutionary transformation from the principle of stability to one of 
flexibility and change, then attentive readers of the current management 
literature may harbor the hope—inspired by the almost religious fervor 
with which these claims are frequently made—that at least the power 
relations within post-bureaucratic organizations could have undergone 
revolutionary change. This raises the question of whether, after the the 
“manager revolution” of the 1940s, in which internal company power 
shifted from equity owners to managers who did not hold equity (cf. 
Burnham 1941), we are now seeing an “employee revolution.” What 
is there to the thesis of workers as the “new powers” in organizations? 

If the employees of post-bureaucratic organizations are truly the 
“new rulers,” then this raises questions of a fundamental nature. This 
is why management, the “old rulers,” does not suddenly give up its 
central position, relinquish control over work processes, and thereby 
consciously surrender to the dependency of employees and workers. 
Why would the decades-long struggle between management and 
employees over control of the company suddenly be decided in favor 
of the employees? Why is management of all things the driving motor 
for this development? Why are the efforts at humanization and democ-
ratization, against which organizational leadership has struggled and 
sought to prevent for so long, suddenly being promoted as part of an 
organizational rationalization strategy?
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These questions raise doubts the moment they are voiced. If we 
think through the rhetoric of post-bureaucratic managers and organi-
zational consultants just a bit further, then skepticism is warranted as 
to whether we are really dealing with a fundamental change in power 
relationships. As we will see, the solution of the problems of power does 
not lead to general contentment, but rather to an increase in power 
struggles in post-bureaucratic organizations. At the same time as the 
identity dilemma at the organizational level, there is the dilemma of 
politicization at the level of mutual relationships between stakeholders.

The Benefits of Hierarchy

According to the French-Austrian sociology team of Michel Crozier 
and Erhard Friedberg (1977: 72), power is based on zones of uncer-
tainty that are relevant to control. This means that power, in its internal 
logic, works with potential threats; the threat of sanctions lurks in the 
background. In this model, even the ostensibly “least-powerful” mem-
ber of an organization wields control over zones of uncertainty, mean-
ing that they are in a position to “make a difference” for the partners 
with whom they interact (Giddens 1982: 197). Power relationships 
in organizations are asymmetrical. Power is a correlation of forces, out 
of which one can always pull more than the others, yet in which no 
one is fully at anyone else’s mercy. Power represents a relationship of 
exchange in which one of the systems involved (mental or organiza-
tional) is in a position to impose upon others conditions of exchange 
that are favorable to the more powerful system. This “relational theory 
of power” (Crozier/Friedberg 1977: 65f.) assumes that power is a basic 
dimension of social action. Power relationships are formed precisely 
because human beings are free and relatively autonomous.

Hierarchies therefore arise whenever power relationships are con-
solidated and stabilized, and all of the members have to demonstrate 
their attachments to hierarchies, at least in their official self-representa-
tion. The consolidation of power relationships in organizations therefore 
takes place at a very central level through the formalization of structures, 
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especially of communication paths. The formalization of hierarchical 
communication paths enables managers to wield control over central 
zones of uncertainty—decisions about whether a member remains in 
the organization (exit power) and often over their advancement (career 
power) (cf. Kühl 2013: 65ff. with reference to Luhmann 1979).

Hierarchies were accepted for a long time and without critique as 
the central mechanism of control and coordination for organizations, 
both in capitalist and socialist societies. Aside from isolated attempts at 
democratization in the second half of the twentieth century, hierarchy 
was the management instrument for connecting complex work pro-
cesses and decision-making with one another. Acceptance was not lim-
ited just to the upper managers and the actual hierarchies themselves. 
The majority of employees, whose operational role was restricted to the 
receipt of instructions and their execution, also accepted the central 
importance of hierarchical command structures. Hierarchy, which lit-
erally means “sacred order,” lived up to its name in operational practice.

Even if hierarchy had a negative aftertaste, there is a good reason 
for its attractiveness as a mechanism of management and coordina-
tion. Authority as hierarchy secures, in a relatively convincing way, the 
decidability of problems, which is a central task in organizations. This 
is associated with their central characteristic: hierarchy generates the 
decidability of problems in that it develops a generally accepted system 
of people who issue instructions and people who follow them, and this 
enables the development of value-creation processes that are structured 
in a powerfully collaborative way. The hierarch can resolve open deci-
sions by referring to his role as the boss. As a superior in the hierarchy, 
it is possible for him to demand efforts from other people without them 
having the opportunity to call these demands into question.

The hierarchical arrangement of issuers and receivers of instructions 
makes it possible, with relatively low negotiation costs (1), and rela-
tively quickly (2), to make relatively clear decisions (3). (1): Negotiation 
costs are kept low by means of the fact that a hierarchical structure of 
organization spares cost-intensive processes of negotiation. Hierarchy 
liberates its participants from the necessity of engaging in complex 
conflicts stemming from ambiguous relationships when solving prob-
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lems. The search for decisions can be abbreviated with statements such 
as, “Thank you for your opinion; as the supervisor, I am now deciding 
that we will do this in this way.” (2): The speed of the decision-making 
process arises from the fact that managers can require their employees 
to assume responsibility immediately for their own choices and thereby 
follow management’s timelines. The recipients of instructions in a hier-
archy have no formal option for rejecting management’s timelines. (3): 
Hierarchy reduces uncertainty in organizations and aims to create clar-
ity and consistency. An organization chart developed on a hierarchical 
basis clearly marks who reports to whom and thereby coordinates the 
behavior of each recipient of instructions. If contradictions or ambi-
guities arise in an organization, then it is the task of the management 
level to impose order on the issue.

In Fordist-Taylorist organizations, management attempts to use hier-
archies based on power relations to supervise new zones of uncertainty for 
workers. As was shown particularly clearly in the Labour Process Debate, 
hierarchical position enables management to mobilize and manage the 
growing potential of physical, human, and financial resources. Labor 
unions, however, often strove in vain to soften hierarchical power relations 
so that a “more free” power struggle was possible in the organization. 

The arena in which power relations develop has changed signifi-
cantly in post-bureaucratic organizations though. The resources to 
which stakeholders can resort in power struggles are subject to faster 
change. The conflict over the control of zones of uncertainty in post-bu-
reaucratic organizations assumes a different form than is the case for 
Taylorist-Fordist and bureaucratic-hierarchical organizations. A diffuse, 
non-transparent power structure is increasingly replacing the conven-
tional struggle for power.

Zones of Uncertainty Relevant to Power Struggles

In both traditional hierarchical and post-bureaucratic organizations, 
there are three additional areas, alongside the zone of uncertainty 
caused by hierarchy, the control of which plays an important role in 
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internal organizational power struggles. The first area, which has central 
importance in the implicit and explicit power games in organizations, 
is the control of environment relationships (cf. Scott 1981). Control of 
environment-organization relationships is very much of fundamental 
importance whenever they are subjected to constant change (or through 
which stakeholders could be subjected to change). Taylorist-Fordist 
organizations pursue a strategy of sealing off the production core 
against possible exterior influences. One purpose of this was to ensure 
that production in the productive core adhered to efficient, “rational” 
criteria; another purpose was to take away a trump card for workers 
in internal organizational power struggles: control over environmental 
relationships. As we have seen, in post-bureaucratic organizations, it is 
no longer possible to separate core production and functional areas spe-
cialized in environmental relationships. This means that a worker who 
develops intensive relationships with a supplier, just like the employee 
who has personal contact with an important customer, hold important 
trump cards in internal organizational processes of negotiation.

The second relevant zone of uncertainty is the control of intra-or-
ganizational communication flows, especially the ways in which struc-
tures are formed and decisions are made. One central reason why 
Fordist-oriented managers view co-determination laws as an affront 
is the fact that at least part of their total formal control over intra-or-
ganizational processes was taken away. Faced with rising flexibility 
requirements, there has been increasing recognition of the fact that 
the complete mastery of organizational processes must be abandoned 
because intra-organizational information and communication flows, 
as well as decision-making processes, are increasingly out of manage-
ment’s hands. Organizational processes are increasingly escaping the 
formalized control of management. This development becomes par-
ticularly clear when employees in post-bureaucratic organizations even 
take over functions monopolized by the human resources department: 
decisions regarding hiring, dismissal, remuneration, and advancement. 
From a Marxist point of view, the power to decide about admission to 
and dismissal from the organization—the purchase of labor as a com-
modity—was particularly central for management’s position of power 
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because it thereby controlled a central zone of uncertainty. The more 
these central responsibilities are taken over by employees (or should be 
or have to be), the more the power structure of an organization shifts. 

A third central resource of power is the control of expertise, 
which is expressed for example in the control of skilled compe-
tences, knowledge of work processes, or intelligence about flexible 
interpretations of rules in organizations. According to a thesis put 
forth by the Marxist organizational researcher Harry Braverman, the 
management strategy in Taylorist organizations consists of stripping 
employees of their skills by breaking down work processes, thereby 
controlling these zones of uncertainty (cf. Braverman 1974). This 
strategy aims to rob the famous figure of the maintenance worker 
in the tobacco industry, familiar from organizational sociology, of 
his central position of power. Michel Crozier visited French tobacco 
factories in the 1960s and discovered that the employees responsi-
ble for maintenance were the secret rulers of the company because 
they controlled central zones of uncertainty. Sudden machine failure 
was the only event that could not be predicted and was not subject 
generally formulated rules. The maintenance employees were the 
only ones who could fix this problem. No one could supervise them 
because nobody understood what they did (cf. Crozier 1964: 109). 
The efforts of a Taylorist organization sought to impose further dis-
qualification measures so that one day this last zone of uncertainty 
could be taken out of the workers’ hands. At the moment, however, 
at which a highly turbulent environment makes it necessary to bring 
together qualifications into the hands of individual employees, such 
as strategy of disqualification must fail. We find—completely in 
contrast to the development predicted by Braverman—that there is 
a strong tendency in post-bureaucratic organizations towards increas-
ing employees’ skills through job enrichment and job enlargement. 
Employees are supposed to master the broadest possible spectrum of 
activities. They are no longer paid by the work that they produce, but 
rather on the basis of the work that they are in a position to produce. 
It is only through this form of qualification that an organization can 
be certain that its employees are armed for any challenge that may 
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come their way. At the same time, however, the maintenance work-
ers in the tobacco industry go from being an exception tolerated by 
management to the rule.

The End of Collective Representation?

In post-bureaucratic organizations, the control of various zones of 
uncertainty increasingly falls to the employees. Yet this alone does not 
signify a fundamental redistribution of power. The power of manage-
ment in Taylorist-bureaucratic organizations is only based in part on 
the control of individual zones of uncertainty. Management based 
its power primarily on a specific enchainment of controlled zones of 
insecurity. Only if management succeeded in extracting the necessary 
skills from workers and connecting these measures by means of intra- 
and inter-organizational processes could the influence of individual 
workers be minimized. 

The organized labor movement, as the collective representation of 
workers, has a dual background: on one hand, labor unions arose from 
the recognition that there would be no opportunities for employees in 
organizations to intervene in the associative connection of individual 
zones of uncertainty. Only the collective organization of a broad array 
of work divisions could oppose the potential power of management. On 
the other hand, the collective bundling of employee interests enabled 
the channeling of conflicts in organizations. Wages were negotiated 
generally for all tariff workers, and conflicts were resolved in a formal-
ized way by including the labor union. Collective representations in the 
work force therefore played, at least in the moderate German version, 
two roles in organizations: conflict regulation (bundling of protests) 
and relief (channeling of conflicts). This dual function of labor unions 
has tended to lose significance though in new forms of organization. 
The feeling of individual powerlessness—the point of departure for 
the collective organization of interests—is reduced among employees 
in post-bureaucratic organizations. The degree of union organization 
is headed towards zero in many of these organizations. 
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If the trends observed in post-bureaucratic organizations are to 
become consolidated, then there will hardly be any points of reference 
for the collective representation of interests in organizations. Labor 
unions therefore find themselves in a paradoxical situation: partic-
ipation and operational co-determination, the traditional demands 
of labor unions, lead to a dissolution of the labor union’s raison d'être 
at the very moment in which they are seriously implemented. The 
abolition of Taylorism, which has been one of the primary goals of 
labor unions for over half a century, is at the same time (one) cause 
for the fundamental crisis of labor unions (cf. Sainsaulieu/Segrestin 
1986: 343; Knoke 2001: 295). But can employees and management 
in post-bureaucratic organizations manage to do without collective 
representation? To put it differently, does the individual worker already 
have sufficient individual control over zones of uncertainty? Are there 
new mechanisms of conflict regulation that make the channeling of 
conflicts superfluous?

Admittedly, individual employees in post-bureaucratic organiza-
tions often wield ever-greater control over single, discrete zones of 
uncertainty. The association of separate, isolated zones of uncertainty 
does not however take this out of the hands of management. “Exec-
utives” often have no central importance in most post-bureaucratic 
organizations. In some decentralized pioneering organizations, what 
is called “leadership as a service for the employees” seems to be man-
agement’s legitimation of the control of ensembles of zones of uncer-
tainty. Strongly decentralized organizations, for example at the software 
company Ploenzke, long considered one of the vanguard companies 
for new forms of organization, could be compared with a highway on 
which the employees are driving, on their own responsibility. Executives 
provide the infrastructure: “They run the gas stations and rest stops. 
They provide employees with orientation aids by enlivening the com-
pany vision each day. They are merely a helping hand that intervenes 
whenever there is a violation of one of the paragraphs of the ‘traffic 
regulations’” (Fuchs 1992: 48f.). 

Auto drivers, if we continue with this metaphor, have control over 
zones of uncertainty. They have, or at least most of them do, a license 
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and the skills to drive a car, to communicate with other drivers in a 
hopefully non-aggressive and accident-free way, and to interact with 
their very real environment by consuming oxygen and emitting exhaust 
and noise. By exercising this control over different zones of uncertainty, 
however, they still do not have control over themselves, let alone the 
highway. This control rests in the hands of those who control the 
ensemble of zones of uncertainty. There are no signs of a revolution, 
or a real seizure of power by employees. 

The fact that collective representation vehicles are losing significance 
because of the individualization of conflict regulations, accompanied 
simultaneously by the fact that the employee seizure of power prom-
ised by the management literature has not taken place, makes “power 
games” in post-bureaucratic organizations all the more complicated for 
everyone involved. The certainty that conflicts in organizations typi-
cally develop along the dividing line of employees (represented by the 
works council) and management (organizational leadership) is replaced 
by the uncertainty of unexplained power and conflict relationships. The 
dissolution of collective representation, a former central instrument 
for channeling conflicts, means not only that employees have lost an 
important protective bulwark in intra-organizational conflicts, but also 
that organizational leadership has to do without an important overall 
means of regulating organizational conflicts. 

The Politicization of Everyday Life in Organizations

“The more the old system of law and order is invalidated; the more a 
society strives towards individuality and self-regulation—the more nec-
essary agreements about new, self-developed rules of behavior become.” 
This development, emphasizes Eberhard Schnelle (1989: 7), affects all 
areas: “The price for more individuality will be an increased willingness 
to engage in conflict, and more flexibility and competitiveness in terms 
of salary.” “Increased willingness to engage in conflict,” translated into 
the harsh reality of everyday life in organizations, means nothing other 
than an increase in power struggles. The dismantling of hierarchies 
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and structures leads to a situation in which power can unfold in full 
bloom because it is no longer contained in hierarchies and regulated 
by fixed structures. 

We can certainly blame hierarchy, bureaucracy, and division into 
departments for several pathologies in organizations. We can also 
complain about how much they limit the creativity and flexibility of 
employees. But we should not forget the role that they play in relieving 
strain and stress. Hierarchy, bureaucracy, and division into departments 
protect the weakest workers from having to constantly renegotiate their 
position. They reduce an organization’s susceptibility to conflict because 
every problem, in principle, can be solved by referring to a department’s 
competence or by sending a delegation to the next person up the 
chain of command. Statements such as “my department is responsible 
for that” or “I make this decision as your boss” may be frustrating in 
certain situations for those employees who are affected, but overall, 
hierarchies and divisional organization were and are effective mecha-
nisms of regulating conflict from which employees can also benefit to 
a limited degree. What Crozier and Friedberg (1977: 92) identify for 
all organizations—which is in my opinion too general—will without a 
doubt become reality in post-bureaucratic organizations: the fact that 
no stable power structures exist means that all questions of power have 
to be fought out in more or less open conflict. In the final analysis, the 
organization is nothing more than a world of conflict. 

Decisions based on facts become increasingly politicized in post-bu-
reaucratic organizations. Three developments converge in this polit-
icization. First, de-hierarchization leads to a situation in which there 
are no longer any structures that are clearly defined vertically or hori-
zontally. This means in principle that anyone can criticize and call into 
question every decision. Influence is no longer exercised by positions, 
but rather—in the best case—by better arguments. Second, the stan-
dardization of the information base in organizations leads to a risk of 
politicization: information relevant to decision-making threatens to 
become ambiguous because it is exposed to an interest-laden inter-
pretation by the stakeholders involved. Yet because the perception of 
information is very different due to various stakeholders because of 
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differing “local” rationalities (Cyert/March 1963), we see again and 
again that decisions are made for which others also feel responsible, yet 
interpret the underlying information in an entirely different way. Third, 
constant innovations lead to an increasing politicization in post-bu-
reaucratic organizations. Every innovation threatens to overthrow the 
delicate balance of power within an organization. Innovations produce 
new zones of uncertainty and make other zones of uncertainty less 
relevant. It is not said that the new zones of uncertainty are controlled 
by the same people who controlled the old zones of uncertainty. In 
this respect, the development and introduction of innovations leads 
increasingly to uncertainty and thereby to the politicization of the 
organization.

These tendencies towards politicization are often accompanied by 
the tabooization of power in organizations. In the self-perception of at 
least a few post-bureaucratic organizations, the abolition or reduction 
of hierarchy is synonymous with the elimination of power and power 
struggles. Gerard Endenburg, the long-time director of an electronics 
company in the Netherlands that qualified as one of the showcase 
companies for new forms of organization due to its so-called socio-
cratic approach, attributed the “power games” that still existed in his 
sociocratic company to the fact that his employees were influenced by 
an environment of autocratic decision-making structures. He hoped 
however that these problems would be dispelled by “win-win games” in 
his company. At Prométhée, a large French software applications com-
pany, decentralization and the dismantling of hierarchies led to a situ-
ation in which neither power games nor problems could be addressed 
openly. Prométhée developed company principles according to which 
every employee could perform his work autonomously while creat-
ing coordination in a friendly, non-hierarchical fashion. What at first 
looked like a positive corporate atmosphere, however, led to a kind of 
“self-censorship” (Berebbi-Hoffmann 1990: 11) in which problems 
and power conflicts became taboo. The internal and external demand 
to solve problems autonomously and to avoid endangering a good cor-
porate environment with unnecessary tensions created an atmosphere 
in which communication about power relationships and key problems 
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was no longer possible. Theoretically speaking, this was a protective 
reaction to the dilemma of politicization. The constant, latent dan-
ger that post-bureaucratic organizations will founder on unrestrained 
power struggles has the consequence that central problems and power 
relationships are cloaked in silence. And precisely because power and 
processes of power have become so central due to the dismantling of 
structures, they can no longer be a topic of discussion.

This process of politicization, paired with the simultaneous taboo-
ization of power at the level of organizational sub-units, can be seen 
both in semi-autonomous work groups as well as project groups. The 
knowledge that a team failure can no longer be passed off to other 
departments in the organization, and the unclear definition of roles 
in the group and the potential for constant power struggles (cf. Reeser 
1969) produce uncertainty from the perspective of the employees. 
This insecurity is intensified by an extreme increase in the demands 
placed on group members: The constant restructuring of internal work 
processes is often perceived as peer pressure by employees in a team. 
The ability of the individual to withdraw from the work process, for 
example by calling in sick, becomes very difficult, because this puts 
a burden on colleagues and not on a faceless, firmly structured orga-
nization (see also Flynn/McCombs/Elloy 1990: 27; Manz/Keating/
Donnellon 1990: 21; Farrell/Morris 2013: 1376f.).

Ad hoc project groups in particular have no traditions or routines, 
or even formalized channels for conflict. This often leads to power 
struggles that are waged in subtle ways in the affected organizations. 
In firmly installed work groups there may be routines, but there are 
no formalized rules for intra-organizational cooperation and commu-
nication. Employees in work groups may no longer be exposed to 
anonymously formulated expectations for their position, but they do 
have to react instead to changing demands from their team colleagues. 
The main problem in early experiments with operational democracy 
and self-administration conducted in Sweden, Norway, and Yugoslavia 
in the 1970s was the lack of institutional rules for exercising power. 
James R. Barker, among others, noted when observing experiments 
with team work in U.S. companies in the 1990s that team members 
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enforced group standards with particular zeal for sanctions (Barker 
1999: 78ff.; see also Barker’s earlier work in 1993). Dohse, Jürgens 
and Malsch even speak of the “cruelty” of team concepts in reference 
to experiences in the U.S. auto industry. Teams can get hold of people 
much harder and freeze them out much more effectively than a super-
visor. But tardiness and absenteeism can also be discussed in teams. 
The research group saw people who “called the affected person in the 
morning to wake him up” (Dohse/Jürgens/Malsch 1985: 72). Due to 
the official justification and the confidentiality of group relationships, 
power however takes on a diffuse, uncontrollable character, and this is 
difficult to recognize or talk about.

Politicization tendencies become more severe the less group and 
organization members can be brought together to pursue a goal, and the 
less instruments are available to enlist their commitment to a centrally 
prescribed objective. Every form of organization is constantly endan-
gered by the limited rationality of its members’ behavior. Restricted or 
bounded rationality, a term that originated with the economist Herbert 
A. Simon, points to the fact that organization members are not in a 
position to orient themselves towards an all-encompassing rationality. 
Instead they develop local logics of action that are adapted to the state 
of their knowledge and consciousness. Furthermore, the members of 
an organization always have their own free space, which they seek to 
defend and expand. This constantly raises the danger that they will 
undermine organizational connections. Furthermore, the legitimacy 
of organizational goals are constantly weakened and questioned by the 
interests, goals, and values of the organization’s members. 

In post-bureaucratic organizations, this problem becomes worse 
because decentralization and profit centers, as well as the emphasis 
on individuality and autonomy of employees, favors the formation of 
local, bounded rationalities. At the same time, proven methods are no 
longer available to channel the bounded rationalities of organization 
members towards the organization’s objective. This is why we are often 
dealing with an extreme form of problem-solving in post-bureaucratic 
organizations: the interests and rationalities of the individual organi-
zation members are strongly differentiated. There is no fixed arena for 
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waging conflicts, and stakeholders can threaten to outsource decisions 
based on their qualifications and their exterior relationships. In contrast 
to constellations in which there is a safe consensus about collective 
goal-setting and cooperation rules can be reached, or at least a “con-
sensus can be fabricated” in the context of process rules (cf. Burawoy 
1979), there are hardly any recognized rules of the game in highly 
politicized organizations, and the conflict frequently covers up the 
definition of the problem. 

This “differentiation based on politicization” has frequently taken 
place in political organizations, where different substantive positions 
often legitimate merely personal animosities. Such processes of differen-
tiation are only possible in organizations, however, if the politicization 
processes furthered by de-hierarchization cannot be contained by the 
organization. Henry Mintzberg illustrates the dangers of post-bureau-
cratic organizations in an impressive way: “No structure is more Dar-
winist, none requires more of the fit—so long as they remain fit—and 
none is more devastating for the weak. Fluid structures encourage 
internal competition and are sometimes fertile soil for major power 
struggles. The French have an evocative description of these kinds of 
processes: un panier du crabes, or a basket full of crabs; they are all 
pinching each other to work their way up higher, or even to get out” 
(1979: 462). 

4.3 The Complexity Dilemma: Simplification Strategies 
That Make Things More Complicated

British Petroleum (BP) was certainly never suspected in the past of 
being a post-bureaucratic company par excellence; BP was typically 
compared more to a heavy battleship from the 1950s rather than the 
flexible, maneuverable fleet of the early twenty-first century. This was 
supposed to change, at least according to BP’s CEO Robert Horton 
in the 1990s. He promoted the reduction of complexity throughout 
the entire corporation: less bureaucracy and hierarchy, a “slim” and 
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adaptable headquarters, and action-oriented teams that connected with 
each other as in a network. Decision-making paths were supposed to 
be simplified, responsibility situated in the future with individuals and 
no longer with the previously ubiquitous “committees.” The latter, as 
well as the supervisory management levels, were also to be replaced 
to a large extent. If we are to believe Robert Horton, then BP in the 
1990s was moving towards the resolution of internal organizational 
“complexity, bureaucracy, and uncertainty” to focus in the future on 
“simplicity, team work, and trust” (Horton 1990: 27).

What BP was alluding to—the ostensible goodbye to complexity— 
is also propounded as an objective among post-bureaucratic organi-
zations. Despite fundamental differences in their form of organiza-
tion, traditional and post-bureaucratic organizations agree on one 
thing: an enormous dread of being destroyed by too much complex-
ity. Whether post-bureaucratic or not, growing internal and external 
turbulence are perceived by individual employees as increasing, some-
times almost unbearable complexity. Managers feel overwhelmed by a 
flood of information and rapid changes. In traditional organizations, 
“simple” employees take refuge from growing pressures and contradic-
tory demands by embracing the deceptive hope that “the higher-ups” 
already have everything under control. They hang on to this illusion 
that somebody at the top must be able to exercise mastery of this rich, 
detailed complexity. But it is precisely the people at the top that feel 
overwhelmed by these complex situations. Their consultants—first and 
foremost McKinsey—even view “overcomplexity” as a “mortal danger” 
for organizations (Roever 1991).

The terms “complexity driver” and “overcomplexity” have become 
management’s worst nightmares in recent years. Organizational con-
sultants of all stripes recommend doing away with this organization-
al-structural monster as quickly as possible. The points of attack seem 
familiar: overly complex production processes, to much product diver-
sity, value creation chains that are too long, and overly strong centraliza-
tion. Organizations are urged to conduct simplification campaigns to 
liberate themselves from the most prominent “complexity drivers”—an 
organization structured to a high degree along the lines of division of 
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labor, an overly extensive product portfolio, and excessive automation. 
The same managers and scholars who were still preaching the expan-
sion of service offerings a few years ago to generate synergy effects and 
provide a hedge against market turbulence now call for trimming down 
over-complex, cumbersome organizations. 

Lean Management—The Futile Struggle Against Complexity

If we are to believe leading international consulting firms, then one 
of the main challenges for organizations in the twenty-first century is 
to offer customers an optimal service while simultaneously becoming 
a gigantic, highly complex organization. In order to make their own 
customers aware of the problem of “overcomplexity,” consultants from 
the major classical corporate consulting firms even invented a new 
cost factor in organizations: “complexity costs.” Depending on the 
number of products, the portfolio of tasks, production flows, and the 
type of warehousing, the complexity costs stood somewhere between 
10 and 40 percent of total costs (Child et al. 1991: 73). “Complexity 
problems” were identified at all of the companies that used raw mate-
rials and packaging primarily for just one product, had large storage 
facilities, needed lots of time for product development, worked with 
several independent information systems, were structured in isolated 
functional groups, and consisted of more than five hierarchical levels.

Management consultants recommended therapies that were called 
“complexity optimization,” “right-sizing,” or “reengineering” to gain 
control over the complexity costs that they had identified. With these 
hollow words, they extolled everything that guaranteed them the 
attention of European and North American managers: dismantling 
hierarchies would shorten decision-making paths. Company process 
that were critical to success are “accelerated to the max” in the context 
of “turbo-marketing” and “high-speed management.” Center concepts 
enable the removal of fixed-cost blocks and increase awareness of costs 
and revenue. Instead of getting bogged down, people concentrated on 
core competences and key products. Production depth was reduced 
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by means of outsourcing. These simplifications streamlined and accel-
erated companies, making them successful (cf. Rommel/Brück/Die-
derichs 1993).

Decades after its invention, Lean Management is still in many 
places praised as an effective and efficient lever for reducing complex-
ity. Even if the concept has been renamed many times in the interim 
so that it would not be associated with the high number of failed Lean 
Management products, streamlining work processes seems for many 
managers to still be one of the most seductive methods of attaining 
fitness. The overall strategy of Lean Management strives towards the 
systematic dismantling of hedging measures (buffers) while simulta-
neously implementing robust, simple solutions with high process cer-
tainty. Lean Management is perfectionist in its basic conception and 
anticipates—just like bureaucracies, incidentally—preventive care for 
all conceivable cases.

Reducing the diversity of parts and outsourcing production steps is 
meant to reduce internal organizational complexity. Formerly internal 
operational functions are farmed out external service providers and 
suppliers under the catchword of outsourcing. Less is done in-house, 
and more is purchased. This is meant to redirect complexity prob-
lems, such as constantly changing technology, personnel scarcity, and 
training, outside of the company. The company concentrates on its 
core business, where it expects the highest “return on investment.” 
The actual product is assembled in a modular way. The modules are 
prefabricated by system suppliers and delivered just in time. 

Zero-error requirements for suppliers and employees, and the 
imposition of constant improvement processes, are meant to perfect 
logistics and the production process. The responsibility for this per-
fection is no longer outsourced from direct production, as in Tay-
lorism, but rather is integrated with the involvement of all employees 
and suppliers in the production process. The “Kaizen” of employees 
is a highly standardized and formalized process. Improvements can 
only be initiated within the framework of clearly prescribed proce-
dures. The power for making decisions about organizational changes 
remains with the managers.
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Inside of organizations, information paths are shortened, pro-
cesses simplified, and clear targets are pressed into the hands of every 
employee. People reduce the number of hierarchy levels without doing 
away with the organizational principle of hierarchy. Only the chains 
of command and instruction are streamlined. Teamwork can also be 
integrated into this hierarchical organization concept. 

Lean Production does not do away with automation and technol-
ogy. However, people strive for the automation of simple production 
processes, not complicated work steps. Due to this self-limitation in 
the subject of automation, the required machines can be produced in 
a company’s own manufacturing plant instead of having to be pur-
chased from external providers. People try with this strategy to reduce 
complexity in the areas of fully automated production.

If we take the classical expert consulting firms at their word, then 
Lean Management is a promising battle cry against complexity in orga-
nizations. While Taylorism and bureaucracies, with their high degree 
of division of labor, are damned as complexity drivers (Child et al. 
1991: 78), some believe that it is possible to fight “overcomplexity” 
with streamlining and slimming regimes. The simplifying opposition 
of Lean Management as an urgently needed streamlining strategy, and 
Taylorism as an outmoded, complexity-driving mode of production, 
is questionable at first glance; indeed, Taylor himself strove for the 
simplification of industrial production with his scientific management 
method. The scientific planning and precise calculations of every work-
station was meant to reduce complexity in production, not increase it. 
Even if the entire organization, with its different workstations, seems 
highly complex at first, these work positions and their connections 
were nevertheless precisely defined.

Even in the practice of Taylorist production, it is possible to see 
that the streamlining of complexity is a general strategy. The preci-
sion, consistency, discipline, tightness, and reliability of Taylorist or 
bureaucratically structured organizations is supposed to guarantee that 
a properly prepared solution was on hand for every possible problem. 
The breakdown, standardization and formalization of processes had 
one goal: to guarantee efficient production flows or—to put it dif-
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ferently—to reduce the complexity of organized economic activity 
to a minimum. In bureaucratic and Taylorist organizations, we have 
to deal with the paradox that, although management strategy aims at 
a reduction of complexity, the result however—and here McKinsey 
and the like are correct—leads to the emergence of highly complex 
production processes. The reduction of every employee’s scope of work 
leads to lower motivation and greater tolerance for production errors— 
and thereby to increased complexity. Whoever wants to reduce the 
complexity of up- and downstream production steps by means of own 
production must always master ever more comprehensive processes 
in their totality. The simplification strategy of subdividing into func-
tional areas leads to an increase in the need for coordination among 
the functionally defined departments. The separation of value creation 
and development, conceived of as a reduction in complexity, ends in 
highly complex and slow innovation processes. 

What then allows us now to assume that Lean Management does 
not follow the same diabolical development as Taylorism? In view 
of the contradiction between Taylorist target-setting and the result 
that finally comes about as a result of it, it is necessary to take a more 
nuanced view of Taylorism as a complexity driver and to transfer 
experiences to post-bureaucratic organizations in general and Lean 
Management in particular. The same dilemma that faces Taylorism 
threatens Lean Management, which is designed as a simplification 
strategy along the lines of Taylorism: the reduction of complexity, 
which is in the final analysis nothing other than a surreptitious 
increase in complexity.

The outsourcing of production areas only promises a simplifica-
tion of organizational structure at first glance. Outsourcing strategies 
often end in a shift of complexity, not in its reduction. Complexity is 
moved from purely internal organizational areas to departments that 
are responsible for environment relationships. Outsourcing leads to 
significant rises in the need to coordinate between the organization 
and supplier firms: the more resolute the principle of outsourcing is 
followed, the higher the requirements will be for managing the inter-
face to the exterior market. People don’t have to bother with in-house 
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IT people anymore; now they have to deal with expensive ones from 
the outside.

Lean concepts envision organizing relationships between companies 
and suppliers in a fragile way so that materials can be delivered just 
before the time at which it is needed in production. Although this may 
enable reductions in warehousing costs, or at least pushing them off 
to suppliers, general logistics then becomes extremely susceptible to 
disruptions. The absence of materials, or defective materials, can bring 
production to a standstill. This is why just-in-time concepts require 
intensive maintenance and quality assurance efforts, as well as changed 
supplier-purchaser relationships. Despite all of the logic surrounding the 
simplification of complexity, both scenarios—the frequent occurrence 
of disruptions and the intensification of relationships to suppliers— 
lead to an increase in complexity, not a reduction.

This “fragile lean” logic is also applied within organizations. There 
are no reserves for breakdowns in the production process, regardless 
of what may cause them. Every assembly-line worker can or should 
stop the conveyor belt if he sees a defect in a product. This process, 
just like the fragile organization of supplier-purchaser relationships, is 
also risky and extremely complex. 

The tight staffing in Lean Management organizations is meant to 
streamline the organization and reduce complexity. If however the 
organization does not want to run the danger of suffering staff shortages 
in certain critical situations, then flexibility must be assured by placing 
increased demands on employees. This does not reduce complexity; it 
hides it. Coping with this complexity is shoved off on to the employees, 
whose activities intensify and who also work overtime when they are 
overloaded. The fact that overtime hours and capacity overload lead 
to a higher frequency of errors and increased risks in production can 
be seen already in Taylorist organizations.

The discussion surrounding Lean Management has won over com-
pletely new adherents to the idea of team concepts as a rationalization 
strategy. The fact that the introduction of teams is being sold as a 
method of simplifying organizations is puzzling; production by teams 
comprised of interdisciplinary members are typically much more com-
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plex than production that is broken down into its smallest functional 
pieces. In the latter case, everything is defined precisely; in the former, 
everything is basically open to change. 

The discussion about the problems of Lean Management has over-
looked the fact that it is precisely in Lean Management organizations 
that high complexity surfaces; this form of organization is a complexity 
driver in the truest sense of the word. People reduce the discussion to 
the idea that the objective may be simplification, yet the way to get there 
is unfortunately complex, and employees unfortunately do not have 
the necessary competences yet. So management magazines proclaimed 
monotonously that slimming-down regimes may limit complexity, but 
the path to reduced-complexity organizations is unfortunately highly 
complex. In the svelte paradise of Lean Production, management’s 
life is easier because of reduced complexity, although the road to get 
there costs “blood, sweat and tears.” The causes for this highly com-
plex change process is claimed to be incapable or insufficiently trained 
staff. Every employee was identified as a potential stumbling block 
on the way to the streamlined organization: production employees 
were accused of lacking team spirit and the ability to work in teams. 
They resisted the intensification of their work and efforts to make 
it more flexible. The relationship between employees and employers 
suffered under rationalization efforts. Middle management retreated 
into a mental bunker of denial in the face of fears about dismantling 
levels of hierarchy. Suppliers felt bossed around by the new terms of 
the end manufacturers, and last but not least, top management lacked 
sufficient knowledge about Lean Production.

Explaining the failure of an organizational strategy as the result of 
the impotence of managers and employees is not just unsatisfactory in 
intellectual terms; it also keeps a management ready for change from 
seeing the structural problems of new organizational concepts. This is 
why we have to look beyond personalized identifications of problems to 
the analysis of streamlining concepts, whether under the original name 
of Lean Management or one of its renamed derivatives. Instead, we 
ought to address the unfounded hope of organizations that a strategy 
of complexity simplification truly does simplify complexity.
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Complexity Reduction That Creates New Complexity

Whether complexity reducers along the lines of McKinsey or devo-
tees of Lean Management, all of them assume that simple rules and 
simple structures also lead to simple, low-complexity organizations. 
Recent findings in mathematics, economics, physics, and biology all 
demonstrate how illusory this assumption really is. An interdisciplinary 
research group in Santa Fe, New Mexico, founded in the 1980s, has 
repeatedly encountered the phenomenon that simple rules create highly 
complex systems. For example, they have shown that simple calculation 
rules, when applied repeatedly, create complex, self-similar structures. 
Using the calculation rule z(n+1) = [z(n)²] + c results in complex series 
of numbers, called fractals, which exhibit structures that are similar, yet 
never completely the same (cf. Mandelbrot 1983, for example). In order 
to explain this principle, which also occurs in chemistry, astronomy, 
and economics, John H. Holland, a scholar at the Santa Fe Institute, 
points to games that generate highly complex game play with just a 
few rules. Although (or better: because) chess has such a low number of 
rules, it became such a complicated game that even grandmasters and 
powerful computers can only begin to comprehend its complexity (cf. 
Waldrop 1992: 151f.). The economist William Brian Arthur explains 
the phenomenon in an even more striking way: allow a drop of water 
to fall on a smooth surface. A complex droplet structure forms, not 
because there are highly complicated rules governing this action, but 
because two relatively simple rules mutually supplement one another: 
on one hand, gravity tries to drive the water apart and cover the surface 
with a thin, flat film of water. On the other hand, the surface tension 
of water molecules drives them to come together and join into a large, 
compact ball. The mix of these two simple rules produces does not just 
produce complex droplet patterns; in fact, every pattern is unique. If 
we repeat the experiment, a fully new arrangement occurs (cf. Waldrop 
1992: 36).

Management’s desperate struggle against overcomplexity and com-
plexity drivers is directed against the same phenomenon that makes 
chess such a highly complex game and that bring water to form a 
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bizarre, unique pattern on a surface: complexity arises through the 
interplay of a few simple rules; it is not the result of a comprehensive, 
detailed body of rules. The development of both Taylorism and Lean 
Management show that, when faced with an increasingly complex 
environment, all attempts at reducing complexity are, in the final 
analysis, futile. Every reduction in complexity leads to new, increased 
complexity.

In specific terms, this means that management, overwhelmed as 
they are by proliferating organizational structures, growing product 
portfolios, and lengthy decision-making procedures, is pursuing tradi-
tional objectives—whether we call it slimming down or streamlining— 
that ultimately lead to increased complexity: “Every simplification 
increases complexity, a complexity that doesn’t crop up just anywhere, 
but rather precisely at the point where the simplification was carried 
out … Simplicity is not the antonym of complexity; instead, it is a 
moment of overcoming complexity that contributes to the increase of 
complexity” (Baecker 1992: 56). Simplicity is therefore not the classi-
cal opposite of complexity, despite what McKinsey and our everyday 
understanding may suggest. Organizations do not face an alternative 
between a strategy that increases complexity and one that simplifies it. 
An organization is neither highly complex nor simple; instead, it can 
increase its complexity through simplification strategies. 

If we suspend the classical opposition of simplification and com-
plication, it becomes comprehensible why Lean Management, like all 
other complexity reduction concepts, rests on fundamentally ques-
tionable premises. The removal of time buffers as a rationalization 
strategy leads to increased susceptibility to failure. Kaizen as a continual 
improvement concept results in the loss of all flexibility. Perfecting 
production processes leads again to increased complexity.

The complexity dilemma for post-bureaucratic organizations lies in 
the fact that employees, facing complexity and confusion inside and 
outside the organization, long for simple, slim, complexity-reducing 
structures, although these structures would then lead to an additional 
increase in confusion. It is a small comfort to post-bureaucratic orga-
nizations that even highly bureaucratized organizations strive to reduce 



104    When the Monkeys Run the Zoo  

complexity. Even employees of companies, administrations, hospitals, 
universities and schools, who have persevered through years of organi-
zational numbness, still strive for simplicity and certainty. This should 
give members of post-bureaucratic organizations a taste of what is to 
come in terms of overcoming complexity. The more turbulent the 
environment, the more unstable the paths for communication and 
decision-making become; and the more open and therefore complex 
internal processes area, the stronger and more understandable efforts 
for clear and simple structures and processes are. Post-bureaucratic 
organizations are ultimately the organizational reaction to major envi-
ronmental turbulence. They can only gain control of this chaos because 
they adjust their complex internal processes to this exterior world. 
Post-bureaucratic organizations, despite their thirst for simple struc-
tures, are damned to be complex.

Complexity is brought into post-bureaucratic organizations in 
diverse ways. Organizations have two options for confronting this. 
In the course of a comprehensive functional integration, they can 
integrate the purchasing, planning, development, and sales divisions 
into the production division. The alternative is to have decentralized 
organizational units use the shared resources of the entire organization. 
Both cases result in an increase in complexity. In the first case, com-
plexity issues from the fact that redundant functions would be set up 
in the various autonomous units. Each autonomous unit would now 
have its own purchasing, development and sales functions. New and 
complex cooperative relationships would have to be built up to derive 
synergy effects from these decentralized functions. In the second case, 
complexity lies in the access that decentralized organizational units 
have to centralized resources. Complicated processes of negotiation 
emerge if various autonomous units access centrally organized sales or 
purchasing functions. 

The dilemma no longer lies in the notion that these measures lead 
to an increase in complexity rather than the yearned-for reduction in 
complexity; instead, the real dilemma is the incapacity of those involved 
to perceive this phenomenon for what it is. The run on simplification 
and streamlining strategies in management conceals risks, even “mortal 
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dangers”: the increasing complexity is not perceived because people are 
counting on a reduction. The organization is no longer able to handle 
the complexity that comes as a consequence of simplification strategies. 
Forced simplifications contradict the inherent laws of systems. The 
system “defends itself ” and develops a complexity that management 
can no longer control.

Help promises a change in perception: organizations have to under-
stand complexity as a challenge, not as a mortal danger. Due to rapidly 
changing market conditions and technological upheavals, an orga-
nization cannot harbor hopes that environmental conditions will be 
simple, clearly structured, and steady. Organizations can only meet the 
demands of a complex environment if they manage to adjust to this 
by means of internal organizational complexity.

We need fewer “heroes of chaos” or “masters of complexity” and 
more open, flexible organizational structures that predetermine as few 
reactions as possible. For organizations, this means resisting the pressure 
to organize production processes into lean forms. It means viewing 
unpredictability as something positive, to be understood as innovation 
potential, and not to perfect organizations but to design them to be 
error-friendly. What we need is to face up to new, complex environ-
mental conditions and to say our final goodbyes to chimerical hopes 
for simple, lean structures.





5. 
Beyond Hierarchy and Anarchy

To know and note the living, you’ll find it

Best to first dispense with the spirit:

Then with the pieces in your hand,

Ah! You’ve only lost the spiritual bond.

Johann Wolfgang von Goethe [Faust I, lines 1936-1939] 

The dilemmas of identity, politicization, and complexity are three 
fundamental challenges for post-bureaucratic organizations, and 
the responses to them have proven up to now to be inadequate. 
Organizations face a precarious situation in which the necessary 
development of self-organizing partially autonomous units makes 
the integration of these units increasingly difficult, yet also ever 
more essential. As they have shifted their direction to increasingly 
autonomous units, organizations have dismantled many interfaces, 
indirect routes, and redundancies in communication and cooper-
ation. At the same time, however, increasing mutual dependencies 
in decentralized organizations have created new cooperation needs 
that have to be satisfied.

Given this unsettled situation, it seems that there is a powerful 
temptation for organizations to respond to emerging problems of 
identity, politicization, and complexity with proven concepts of sta-
bilization. Thus, a once-pioneering operation of Mercedes Benz that 
had done away with very fast speed specifications in an assembly line 
returned to extremely short unit cycles in assembly line production. 
ABB, which for a long time was a role model for other companies due 
to its largely independent elements, gave the command to retreat years 
ago: instead of decentralization with broad autonomy for the business 
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units, a few functions were again centralized under the label of “inte-
grative decentralization.” In other companies, the improved economic 
situation, and the concomitant increase in orders, led to the undoing 
of painstakingly implemented group work because it proved difficult 
to integrate part-time workers who were hired on a short-term basis 
into the groups. Other companies who had outsourced purchasing to 
the decentralized company units were exposed to the temptation to 
bring purchasing back into the staff that reports to the management 
board, because of ostensible cost advantages.

These attempts at “recentralization,” which follow every wave of 
decentralization, are understandable as a reaction to the diverse prob-
lems of organizations that are oriented towards flexibility. They prob-
ably also make sense in individual cases, yet they do not constitute a 
generally applicable strategy due to growing flexibility requirements. 
Returning to traditional hierarchical and centralized structures—at 
least in the eyes of most organizations—does not seem to solve the 
core problem of organizations. 

In view of growing flexibility requirements and increasingly free 
power games, the challenge for organizations seems to lie in find-
ing new and appropriate means to integrate employees toward the 
achievement of an organizational goal. In the face of the threat of 
organizational dispersion, the blurring of boundaries with the exte-
rior world, and increasing internal politicization, an organization’s 
success depends increasingly on attaining a high degree of integration 
and stability.

Even traditional organizational consulting firms seem to have 
realized that conventional management instruments, in the form of 
“management by concepts,” fail when they run up against flexibility 
requirements. Even the dinosaurs of the expert consulting industry, 
which have left their imprimatur across the international organizational 
landscape after decades of standard products and patented solutions, 
see that they are approaching their conceptual limits. The “new inse-
curity” or “new complexity” resulting from flexibility requirements 
and power structures that are becoming ever more complex, forces 
post-bureaucratic organizations to adopt structures that usher in the 
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necessary stabilization and integration. These structures however can-
not be maneuvers for falling back again to the old proven stabilization 
mechanisms, such as hierarchy, centralization, or sealing off from the 
exterior world.

Given the various possible ways in which post-bureaucratic orga-
nizations can develop, statements about how organizations should 
deal with growing problems of identity, politicization, and complex-
ity necessarily have a merely speculative character. In this chapter, I 
show how management principles can be based on recent findings in 
complexity and chaos research, and developed beyond the dichotomy 
of hierarchy and anarchy. From a social sciences perspective, using the 
scientific findings of complexity and chaos research is not without its 
problems. Organizations, as social systems, are subject to their own 
autonomous laws, which can only be changed in very limited ways by 
means of knowledge about scientific research on complexity and chaos. 
Connections to research on complexity and chaos can therefore only 
be understood as propositions and speculations that can improve our 
comprehension of which direction our responses to identity, politici-
zation, and complexity problems should take.

I show that the management literature assumes that the self-organi-
zation of decentralized units can only thrive in a condition of unlimited 
instability, meaning a state in which neither inflexibility nor explosive 
chaos has the upper hand (Section 5.1). This kind of management 
locates “stabilization concepts” of post-bureaucratic organizations, such 
as exercising influence by specifying contexts, beyond the realm of order 
and chaos. These concepts appear to be a first response—even if it is an 
unsatisfactory answer—to the dilemmas of identity, politicization, and 
complexity (Section 5.2). From an organizational science perspective, 
it is naive to assume that binding principles have already emerged for 
the management of post-bureaucratic organizations. What appears to 
be necessary is not new panaceas, but instead a deeper understanding 
of how organizations function that goes beyond bureaucracy and hier-
archy (Section 5.3).
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5.1 Can We Escape the Dilemma?  
Management at the Edge of Chaos

“In a communication society with a service culture,” says management 
consultant Jürgen Fuchs, “we can no longer reduce complexity and 
make it manageable by means of breaking things down and bureaucra-
tization.” He believes that the only solution “is the targeted increase of 
complexity in specialized, autonomous, and transparent units” (Fuchs 
1992: 48). In its convoluted way, this observation contains one of the 
central ideas for the organization of post-bureaucratic organizations: it 
is neither about change as the only constant, nor about the reduction 
of complexity, which is futile anyway. What is called for is the targeted 
increase of complexity and a simultaneous rise in transparency. As 
the organizational psychologist Karl Weick (1976) recognized, this is 
about the skillful combination of loose connections in organizations, 
which enables flexibility, with fixed connections that generate stability.

The regular debacles of long-term planning show that organiza-
tions in the twenty-first century have suffered from too little internal 
complexity and insecurity, not too much. Managers and employees 
appear to have separated themselves from a long-popular assumption, 
namely that insecurity and instability are the consequences of incompe-
tence and ignorance. These uncertainties however are now increasingly 
understood as a necessary, even vital, foundation for the organizations 
of the twenty-first century. Of course, complexity, chaos, and instabil-
ity destroy everyday routines in an organization; routines that often 
guarantee a significant share of value creation. Yet the management 
literature claims that it is precisely this process of creative destruction 
that creates space for innovation and change. The dangers of insecurity 
and instability are thereby transformed into opportunities for surprise. 
Chaos, to put it briefly, becomes an “invitation to adventure.” 

In order for the process of destruction to be creative and not ruin-
ous, for uncertainty and complexity not to attain explosive, threatening 
dimensions, but remain useable in a productive way by organizations, 
then people in organizations seem to strive to limit chaos through 
organizational means. According to this view, organizations have to 
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increase their internal complexity, yet use streamlined, decentralized 
structures to make it possible to control complexity. In systems the-
ory terminology, this is about an increase in internal complexity with 
synchronously integrated, ever more refined “complexity simplification 
matrices.” Thus Gerard Endenburg (1986: 6), one of the promoters of 
the “dynamic-cyclical sociocratic model,” emphasizes that organizations 
have to make “both/and” decisions, not “either/or”: both hierarchy and 
equality; organizational control both through employees and manage-
ment; both creative chaos and certainty—and we could add: stability 
as well as flexibility and change.

Organizations apparently have to confront with increasing fre-
quency contrasting, paradoxical demands: They see the compulsion 
to simultaneously increase and reduce their complexity. They have to 
dis-integrate, and they have to integrate at the same time. They have 
to be global actors while also having local roots. They have to organize 
creative chaos as well as order, and they have to be flexible and stable. 
There is a view that is increasingly predominant, namely that dealing 
with dilemmas, ambiguity, and contradictions is becoming a decisive 
factor for the success of organizations. 

The challenge for organizations seems to lie in finding a balance that 
allows both sides of a dilemma to operate at the same time. The two 
poles, which are actually contradictory, have to be capable of unfolding 
at the same time in organizations, according to the view in manage-
ment. Post-bureaucratic organizations can only retain and improve 
their performance by means of this new mixture of mechanisms of 
flexibility and stability. Only the simultaneous double reference to 
repetition and change elevates post-bureaucratic organizations to a 
level at which flexibility requirements and process integration become 
compatible with one another. It is not a one-sided emphasis on the 
ability to change, but rather an intelligent mix of routines, rituals, and 
programs with an opening of the organization towards change that 
make it possible to productively implement external chaos without 
faltering on excessive internal uncertainty.

What should this kind of strategy look like? What inspires it? The 
meteorologist and chaos researcher Edward N. Lorenz noted as early 
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as the 1960s that small changes can have major effects down the line. 
Lorenz found that a tiny deviation in initial conditions can have a 
fundamental influence on the development of the entire system. This 
was the discovery of what is called the butterfly effect. The beat of a 
butterfly’s wing in Japan can amplify positive and negative feedback 
loops in a weather system in such a way that it unleashes a hurricane 
in Arkansas. Using mosquito swarms, computer programs, and futures 
contracts on the commodities markets, scientists demonstrated how 
chaotic systems cope with uncertainty and rapid change. Even if we 
only have a vague idea of the direction in which chaotic or complex 
systems develop, and forecasts about their future lie largely outside of 
our range, we can still recognize very specific principles that govern 
their functioning (cf. Valery 1989).

In view of the regulatory mechanisms in chaotic systems, there 
is no longer a reason to be afraid of chaos, according to the tenor in 
the management literature: It is apparent that order does not always 
descend into chaos, but that the opposite also happens: chaos has a 
hidden order. Chaos today describes both exceptional states and nor-
mality. As the shoe manufacturer Think says, chaos typically triumphs 
over order because chaos is simply better organized. For organizations 
that want to be open to uncertainty and instability, it depends on 
using the highly complex patterns of order that are concealed within 
chaos, without being drawn into an uncontrollable, highly explosive 
situation. What we need are not “organizations of chaos,” but rather 
“organizations on the edge of chaos”: organizations that manage to find 
purchase in the constantly shifting “battleground” between stagnation 
and anarchy (cf. Ruthen 1993: 138). 

Organizations in the Realm of Limited Instability

The chaos researcher Ralph D. Stacey (1992: 63ff.) described years ago 
what a system that exists beyond a state of stagnation or anarchy would 
look like. He proposes that organizations be organized according to 
the model of systems that occupy a space of “limited instability.” This 
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means being inspired by systems that have already exited the state of sta-
ble balance, yet have not flipped over into the stage of explosive chaos. 
In a phase of limited instability, systems can develop highly complex 
behaviors. For example, if a heated gas is in a state of thermodynamic 
balance, then the atoms emanate a non-directed, diffuse light. The gas 
behaves like a normal lamp with a range of a few meters. If we continue 
heating the gas, however, the gas leaves the state of balance and the 
atoms fly wildly about each other. Their behavior becomes chaotic. In 
this state of instability, the atoms reach a critical point at which they 
suddenly begin to organize themselves. All of the atoms together throw 
a directed, bundled beam of light. The result of this highly complex 
behavior in the state of limited instability is a laser, a coherent beam of 
light that can extend over very great distances (cf. Stacey 1992: 63ff.).

In the field of limited instability, the long-term developments of 
a system are random; however, they are random within the frame-
work of predictable boundaries. Stacey (1992: 63) observes that stable 
feedback rules culminate in complex processes that can no longer be 
directly derived from these rules. Thus, the weather system is driven by 
non-linear feedback loops. Self-amplifying circles of storms, low- and 
high-pressure areas, heat waves and cold snaps, make long-term weather 
predictions impossible. Meteorologists can only predict tomorrow’s 
weather with some degree of certainty. But even if they cannot make 
specific predictions about the weather in three weeks’ time, we know 
that it will always be similar to the weather than we normally have 
around this time of year. We know that weather patterns are limited 
in such a way that only certain variants can develop. Before holes in 
the ozone layer and the greenhouse effect made us horribly aware of 
the complexity of the earth’s systems, we could still presume, with a 
probability bordering on certainty, that we will not experience heat 
waves in the Arctic, and that we are safe from snowstorms in the Sahara.

Organizations are forced to deal with the very limited predictability 
of complex systems on a day-to-day basis. In the process, though, they 
do not have to have the same negative experience as the video system 
developer Beta. In the mid-1970s, VHS and Beta fought for dominance 
on the video recorder market—a market that today no longer plays a 
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role because of the Internet. Experts found that the Beta system was 
technically superior to the VHS system. Electronics manufacturers, 
who would have used this information to make predictions for the 
future, would still be sitting on their Beta video recorders without the 
slightest chance of arousing one ounce of interest among customers 
for their products. What had happened? The sellers of the VHS system 
had the good fortune of having a minimal jump on the market when 
they started selling their product, despite the technical disadvantages 
of their system. Because electronics stores did not want to offer two 
different kinds of devices for the same purpose and wanted to push 
customers toward a uniform system, there was a strong tendency to 
buy the market leader’s devices. VHS’ minimal lead was enough to 
make it the only system on the market for video recorders within a few 
years. The Beta system completely disappeared, despite its technical 
advantages (cf. Waldrop 1992: 36). 

The same effect that led the Beta video system to retreat into in 
oblivion also led to the form of today’s typewriter and computer key-
boards. The QWERTY layout, named after the first six letters on the 
uppermost line of U.S. keyboards, dominates the design of typewriters 
and computers, with minimal modifications, in the entire Western 
world. But the QWERTY model that tortures all of us to greater or 
lesser degrees today is definitely not the most efficient and user-friendly 
system. It was developed by the engineer Christopher Scholes in 1873 
to slow down the typing speed of secretaries. The type levers of the 
typewriters at the time would jam if the operator was typing too fast. 
When the Remington Sewing Machine Company mass-produced 
typewriters with QWERTY keyboards and brought them to market, 
ever more typists adopted this system. Other typewriter manufacturers 
were therefore forced to adapt to the QWERTY model. Eventually, 
the other models that had allowed faster typing speeds disappeared 
from the market, and so today—and likely for all time—QWERTY 
became part of Western typing culture (cf. David 1986), although in 
the meantime the technical options for a more effective system are 
available. If a typewriter manufacturer at the end of the nineteenth 
century had insisted on producing a more effective model, thereby 
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ignoring the possibility that small details can have big consequences, 
then that firm would have fallen victim to its belief in the best technical 
solution. Organizational leaders can learn just how futile long-term 
planning is by looking at QWERTY, Beta, and VHS. The only thing 
that planning-obsessed managers can assume with near certainty is that 
their long-term plans will not come to fruition. There is not just one 
predictable future for an organization; there are several possible futures. 
The future that emerges depends on small details, the developments of 
which are not predictable. The desire to determine an organization’s 
future in advance would be equivalent to Don Quixote tilting at the 
windmills of complexity.

Systems in the borderland between chaos and stable balance—
whether for weather, post-bureaucratic organizations, mosquito 
swarms, or gas entities—have irregular patterns and are not completely 
random. Previously existing stagnation and stability may dissolve in 
the transition to limited instability, yet the system retains its coher-
ence by means of abstract patterns. Let’s look at one example that 
chaos researchers often refer to: We can assume that when rain meets 
freezing temperatures, snowflakes will form. Yet we cannot determine 
the precise form of the flake. Even if every single snowflake is clearly 
a snowflake, they are all different. Every snowflake is the result of its 
specific history of getting to the earth: what kind of cloud it came from, 
to what temperature swings and air pressure changes it was subjected, 
how closely it fell to other snowflakes. As observers, we only see the 
“snowflake” pattern, and a detailed definition would be an impossible 
undertaking (cf. Stacey 1992: 67). 

Patterns are a particular organization of elements that cannot be 
explained in detail. Although they are irregular in their individual 
behavior, the elements compose themselves in agreement with the 
overall structure of the system. The formation of patterns contains the 
expectation that elements will arrange themselves within a roughly 
defined structure, although it depends on each individual case as to 
how this order will emerge in relation to a specific situation. The idea 
of the pattern enables the unification of the two central aspects of 
post-bureaucratic organizations: it refers on one hand to the existing 
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opportunity to do justice to change. The ways in which order forms 
within a superordinate structure remains open. Communication can 
flow freely. Coordination structures can form flexibly as long as every-
thing remains in the framework of the overall structure. On the other 
hand, the idea of the pattern refers to the fact that there is something 
like a superordinate stability, a rough framework for orientation. This 
therefore fulfills the requirement that even a highly flexible, highly 
innovative organization must have at least a modicum of structure (cf. 
Crozier/Friedberg 1977: 406). 

What does pattern formation then look like in the specific practices 
of the business world? Ralph D. Stacey notes that high-tech compa-
nies set up shop around certain highly innovative research institutes. 
The proximity to research centers in Stanford and Berkeley played an 
important role in the rise of Silicon Valley in California. In a similar 
way, a research institute in Cambridge in England attracted an entire 
network of electronics and information technology companies. Dense 
research landscapes, such as in the area between Reading and Bristol in 
Great Britain, or along Boston’s Route 128, led to the development of 
completely new branches of industry. We can observe a certain pattern 
of economic development here. We cannot understand, however, the 
specific forms. We do note however that research centers can have a 
positive influence on regional economic development. Why, when, 
and how companies hook up with these centers, or decide move to 
a specific place, lies beyond our understanding (cf. Stacey 1992: 68). 
The desperate and often futile attempts by governments to attract high-
tech firms to settle down in their cities demonstrates how difficult it 
is to imitate the Silicon Valley pattern. The empty technology centers 
in many cities are the result of unsuccessful attempts to use detailed 
economic development plants to copy patterns that are the result of 
the complex escalation of a few small influencing factors.

The stock market is also an example of how patterns emerge in a 
state of limited instability. Price developments in the financial mar-
kets obviously cannot be predicted. Otherwise, all brokers would have 
become wealthier in the meantime than they already area, and market 
speculators wouldn’t be able to make a name for themselves because 
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speculation cannot take place under conditions of forecasting certainty. 
Yet despite the fact that every single price change occurs randomly, 
there are pattern formations. The founder of fractal geometry, Benoît 
Mandelbrot, fed cotton prices for the last sixty years into a large com-
puter. There were strange symmetries in the daily, monthly, and annual 
price developments. The hidden patterns found by Mandelbrot proved 
that even in such complex systems as stock exchanges, patterns arise 
that can be understood by people (cf. Mandelbrot 1989).

Increasing numbers of organizations are profiting from limited 
instability and surprising pattern formations. Organizational consul-
tants have observed that many organizations are in a constant back 
and forth between centralization and decentralization. As if they were 
caught between two magnets, organizations are pulled back and forth 
between a state of stable, centralized balance and a diffuse, decentral-
ized imbalance. However, only at the first glance does it seem that 
organizations are looking for the perfect state between centralization 
and decentralization. Instead, organizations profit from the fact that 
they are in a process of change, of limited instability. In this frame-
work, irregular patterns and regulation mechanisms can arise that are 
attributable neither to purely centralized nor decentralized strategy. 

Self-organization

If we confront someone with clear definitions and structures, he will 
behave in such a way that nothing remains clear and structured. Almost 
every authoritarian father, every patriarchal business leader, and every 
autocrat has already had this experience. There is however a count-
er-process that combats this tendency to destroy rigid orders: If we 
confront a person with instability, states that appear surprisingly and 
then disappear, with intelligent antagonisms and deficient communi-
cation, then this person will begin to define goals and form his own 
structures and certainties. To put it differently, if we grant freedom 
and self-determination, then people will organize themselves. If we 
mandate a firmly defined purpose and a prescribed objective, then 
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people will look around for something else. The benefit of unpredict-
ability, uncertainty, and complexity is that people who face the chaos 
of seeming randomness are forced to create their own structures and 
clarity. Self-organization can develop. 

In many companies, administrations, armies, hospitals, and uni-
versities, self-organization has become a magic word.19 Every instance 
of “management by objectives”—employees performing a clearly pre-
scribed task on their own—is sold as a self-organizing process. Every 
small expansion in the spectrum of tasks and responsibilities elevates a 
team to a self-organizing group. The fact that self-organization means 
that employees assume responsibility for all of the processes—from 
defining the goal to post-attainment review—is often quickly forgotten, 
or completely ignored, in the euphoria over self-management. People 
rarely think enough about the prerequisites and conditions that can 
facilitate the development of self-organization. A few veterans among 
the business leaders, for example, do not see the problem with dove-
tailing self-organization into their hierarchical, functionally organized 
company. It remains a secret as to how self-organization is supposed to 
develop under rigid prescribed structural conditions.

All of the findings from research on chaos and complexity suggest 
that excessive structuring and stable orders destroy the capacity of 
systems to organize themselves. Systems must be in a state of limited 
instability to be able to organize themselves. Only if systems are situated 
between (and beyond) stable balance and explosive chaos, the connec-
tions between their elements can arrange themselves in such a way that 
they contribute to the preservation of this overall structure. The chaos 
researcher Per Bak illustrates this process with the example of how sand 
piles form. If we let grains of sand fall on a specific point, the resulting 
system of a “sand pile” can develop three types of behavior that Bak 
calls sub-critical, critical, and over-critical. If the pile is still flat—the 
sub-critical state—then the falling grains of sand quickly come to rest; 
they may cause small, irregular avalanches. As the pile grows, it reaches 
a critical state. The falling grains of sand begin to organize themselves. 
Grains trigger avalanches that distribute the sand in regular patterns. 
Depending on the system’s “need,” the size of these avalanches can vary 
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between one grain and the entire pile surface. This flexible, self-orga-
nizing behavior enables the pile to retain the same form, even during 
further growth. The slope of the pile is constant, independent of its 
size. If we put barriers on the side to influence the growth of the pile, 
the slope flattens. The pile system reaches an over-critical state in which 
self-organization can only develop in a restricted way. The falling grains 
of sand no longer try to shape a specific form of a pile. If however we 
remove the artificial structuring, the pile system falls back into a critical 
state. The sudden removal of barriers releases a giant avalanche that 
causes the pile system to revert to its specific shape with a constant 
slope (cf. Ruthen 1993: 135). It becomes clear that the increase in 
complexity moves the system from a sub-critical, orderly state into a 
critical state in which it can develop its capacity for self-organization. 
Structural impositions from outside can lead to an over-critical status 
in which the capacity for self-organization is lost again.

The beginning of the fall semester at many universities clearly illus-
trates how important the attainment of a critical state is for a system’s 
ability to self-organize. Masses of new students stream into the lecture 
halls and seminar rooms, student housing shortages become acute, and 
the universities are bursting at the seams. Student representatives try 
again and again to draw attention to these circumstances with protests. 
Yet typically they can only get a tired smile from their fellow students, 
who are engaged in the daily struggle for grades, seats in courses, and 
housing. When critical mass is reached, there is suddenly major dyna-
mism: students who were previously completely inactive occupy entire 
universities, organize seminars and lectures themselves, and take over 
university operations in the form of self-administration. Sudden mass 
protests in universities typically cannot be explained by a particularly 
awful situation. Even new, radical university development plans, par-
ticularly arrogant ministers of education, or positive experiences with 
protest in other countries suffice on their own to draw a student out. 
Frequently, the situation is not much better nor much worse in the 
years before and after a major wave of protests at universities. How can 
we explain the sudden emergence of student movements? There are 
events, the details of which are unimportant, that nonetheless have a 
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self-amplifying dynamic, and they push the student body into a critical 
state in which its ability to self-organize comes into full bloom. In the 
moment in which students take up the scepter in a few departments, 
this can unleash a wave of action through the university landscape. Pre-
viously buried self-management abilities are used to organize connec-
tions between the individual students, departments, and universities. 
Networks of the most varied groups and individuals arise, people who 
probably did not know they had anything to do with one another.20

Managers have experiences, often unanticipated ones, with the 
capability for self-organization in systems in critical status. Enden-
burg Elektrotechniek, for example, reached a critical state during the 
shipyards crisis of the 1970s in which the ability of workers to self-or-
ganize could manifest itself. At the highpoint of the shipyards crisis of 
1976, the Rotterdam-based company’s order book was empty. Mid-
sized shipyards, the most important customer group at this time, had 
to surrender to the pressure of low-cost competition from the Far East, 
or tried to keep their heads above water with repair work. Sixty employ-
ees in the Fabricage department who specialized in shipbuilding faced 
losing their jobs. Instead of moving forward with the implementation 
of the redundancy plan, which had already been drafted, the company’s 
leadership and employees decided to find new applications for their 
products and to expand their services portfolio. The employees went 
out on their own to get orders from construction sites and to create 
new fields of activity for the expertise they had gained in shipbuild-
ing. During this time, Endenburg Elektrotechniek developed the first 
radar-supported security systems and expanded into the market for 
emergency power systems.

The process of self-organization no longer refers primarily to ele-
ments that comprise a system, but rather on the interrelationships that 
can development in systems. In the process of self-organization, the 
parts or elements are no longer important; instead, what matters is 
the actions and interactions that issue from them. An organization is 
no longer the sum of its parts; it is a complex structure of actions and 
interactions between independent elements. The U.S. organizational 
consultant Russell L. Ackoff (1994) long ago proposed the following 
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mental game to illustrate this idea: We buy 555 different automobiles, 
hire the best available engineers, and tell them to identify the best 
engine, the best transmission, the best chassis, the best vehicle body, 
etc., from among the 555 models. Once the engineers have found the 
best parts, we tell them to use them to build the “best possible automo-
bile.” We’ll find out that this hybrid cobbled together of Rolls-Royce, 
Jaguar, Honda, BMW, Mercedes and Fiat can’t even hold up to an 
Opel Mantra. The parts just don’t fit together into a powerful whole. 
The performance of a system is not the sum of the performances of its 
individual parts; it is the product of the interaction between the parts. 
This shift in central perspectives from the performances of individual 
parts to the ways in which these parts interact with one another raises 
the question for managers and consultants as to how we can design 
these interrelations in such a way that they serve the preservation and 
further development of the entire system. 

5.2 The Search Strategies of  
Post-bureaucratic Organizations

Self-organization, orientation towards face-to-face interactions, feed-
back loops, irregular patterns, the impossibility of long-term predic-
tions, organizations in limited instability—these are all explanatory 
approaches that are meant to contribute to an improved understanding 
of post-bureaucratic organizations. It is precisely because it is no lon-
ger quite so simple to identify and manage processes in organizations 
beyond hierarchy and anarchy that the need for new points of reference 
continues to grow. Recourse to findings from research on chaos and 
complexity should stimulate considerations about how a new kind of 
thinking in management would look: to develop visions and versions 
of the future without falling into the trap of long-term planning; to 
focus not on attaining objectives, but rather the exploitation of spon-
taneously arising possibilities; to prepare for various opportunities 
without having to rely on the occurrence of specific developments; 
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thinking in feedback loops, analogies, and irregular patterns, not in 
causal connections and quantifiable contexts; concentration not on the 
performance of individual elements of an organization, but rather on 
the ways in which they interact.

The dissemination of a new vocabulary derived from research on 
chaos and complexity among managers, employees, and organizational 
consultants seems to suggest that this issue is not in the past. Orga-
nizational management teams are looking for opportunities to shape 
themselves in such a way that this kind of thinking can unfold—and 
that space is freed up that can be used for processes of self-organiza-
tion. Post-bureaucratic organizations face the challenge of creating 
these free spaces without falling victim to the dilemmas of identity, 
politicization, and complexity. It would be illusory to believe that there 
are forms of organization that would enable us to completely avoid 
the dilemmas inherent in post-bureaucratic organizations. There are 
no magic formulas for free spaces without risks. In recent decades, 
however, experiments by post-bureaucratic organizations have shown 
that there seem to be structures that are more apt than others.

There have been various attempts to organize (reduce) uncertainty 
without the organization having to give up its capacity for self-orga-
nization. The displacement of uncertainty can occur both in the form 
of externalization to the exterior world and in the form of internaliza-
tion into the interior world. The externally directed strategy aims to 
outsource certain organizational fields (that are burdened with uncer-
tainty); the goal of internalization is to relegate uncertainty (and dealing 
with it) to employees, thereby relieving the organization.

In the process, new forms of formalized structures emerge that 
attempt to come to grips with the paradox of simultaneous stability 
and flexibility. The following discussion focuses on three strategies with 
which organizations have experimented in recent decades to reduce 
uncertainty without destroying their capacity for self-organization from 
the beginning: outsourcing, technologization, and context manage-
ment. None of these are panaceas for post-bureaucratic organizations, 
and these concepts—as research shows—come with several stumbling 
blocks. Despite their problems, however, they point to ways in which 
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post-bureaucratic organizations can at least get a partial hold on the 
dilemmas of identity, politicization, and complexity.

Outsourcing

The establishment of profit and service centers merely represents a 
displacement of uncertainties toward the interior, but the coordination 
and communication problems of such centers affect the overall orga-
nization all the same in a secondary way. In the coordination mecha-
nisms between the organization’s center and decentralized centers, we 
find structures that deliver a high degree of flexibility, yet on the other 
hand guarantee a minimum degree of stability. The economization of 
relations between the center and profit or service centers is based on 
a simulation of markets. Every communication between the core and 
the centers should be translated into economic semantics if possible. 
Every transaction, whether it involves products, people, or tasks, is 
translated into monetary values. 

The strategy of externalizing uncertainty while simultaneously 
upholding a minimum degree of control over outsourced organiza-
tional parts can only work if the organization manages to situate the 
profit center in the border region between the organization and the 
exterior world. Outsourced profit centers have to be two things at once: 
a contractual relationship between autonomous stakeholders (for exam-
ple, two companies cooperating on research), and a stand-alone formal 
organization. This means that an outsourced profit center’s activity is 
subject to a dual orientation at the most basic level: it has to generate 
profit as a stand-alone unit while also increasing the prosperity of the 
group. An action is therefore attributed both to the autonomous unit 
and to the entire organization. 

The relationship between the autonomy of the profit center and 
loyalty to the group is not stable. Profit centers tend to develop into 
independent collective stakeholders. By developing self-referential 
relationships, meaning referring all internal organizational processes 
inwards to itself, independent organizational units have the opportu-
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nity to move away from the companies that control them. This poten-
tial arises because there are real synergistic phenomena underway in 
networks of organized profit centers: the whole is more than the sum 
of its parts. The characteristics of networks consisting of profit centers 
can no longer be explained by the participating elements; instead, they 
must be understood as the result of a self-organizing process dynamic. 
The market networks consisting of profit centers are located not just 
“in between,” but rather “beyond” contract and organization (Teubner 
1992: 190). It is this synergy or emergence effect that enables post-bu-
reaucratic organizations to successfully navigate an extremely turbulent 
environment. The “knotting together” of organizational processes with 
external uncertainties (and opportunities) leads to a situation in which 
these external uncertainties can be brought under control. 

This development finds its most extreme expression in “clover-leaf 
organizations” and “virtual organizations.” The clover leaf organization—a 
term coined by the consultant Charles Handy (1990)—consists of a core 
organization in which only a few highly-paid coordinators work, while the 
lion’s share of the work is done by subcontractors who are paid on the basis 
of their results rather than for their time. At peak times, flexible manpower 
is added for a brief time. Virtual companies consist primarily of a complex 
information system and sub-companies. The business journalist John A. 
Byrne (1993) and the consultant William H. Davidow (with Malone 
1992) identify technology, peak performance, trust, and the short term 
as important features of virtual companies. Companies that can deliver 
outstanding performance by concentrating on their core competences 
connect to one another by using new information and communication 
technologies. Because a service is provided jointly, the relationships must 
be trusting (see Grey/Garsten 2001). However, the relationships exist only 
as long as the joint service is being provided. Once the order is fulfilled, 
the relationship is dissolved. In the final analysis, these organizational 
principles amount to “hollow organizations,” the single purpose of which 
is to serve as a gearshift between various stakeholders. This gives rise to 
organizations that buy their ideas rather than develop them themselves, 
that hand off production to subcontractors, and that organize distribution 
through independent sales agents.21
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One example of this kind of company is a shipping firm that does 
not have its own trucks and drivers; instead, they only work with a com-
plex electronic logistics system and subcontractors. Another example are 
intermediary companies that buy “their” product ideas from design com-
panies and hand over production and packaging to a supplier in Hong 
Kong that then outsources work-intensive production processes to small 
businesses. Independent sales representatives conduct sales, and even 
the company’s financial liabilities are sold to specialized debt collectors.

The great risk of organizing value creation processes along the lines 
of the market, however, is that the coordinating companies, which 
frequently hold power by virtue of this coordinating role, cannot resist 
the urge to intervene in units that are actually independent. Too many 
parent companies that subscribe to profit center logic still cherish the 
dream—fully within the Taylorist tradition—of establishing absolute 
certainty regarding the behavior of independent units. They want to 
have the final word despite relationships with autonomous entities that 
are rooted in market terms and are therefore precariously organized. 
They therefore attempt to reorganize the company divisions that were 
just outsourced, which are actually now subject to market conditions, 
and from the perspective of a company in such a way that the uncer-
tainties remain solely with the profit centers and sub-companies. Large 
final manufacturers, for example in the metalworking industry, often 
have such a strong position of power vis-à-vis their suppliers that they 
can impose demands on these officially independent companies as to 
how they shape their internal processes for operational division of labor, 
staff allocation, and training. 

An especially good example of this strategy is the relationship between 
oil companies and “their” officially independent gas stations: the people 
who lease the gas stations, who the oil companies grandly refer to as 
station managers, are provided with property and a building shell free of 
charge. Yet these can be taken away at any time. The leaseholder has to 
set up the gas station on their own and buy a basic inventory of products, 
for which they take out a loan. The oil company does not just force the 
leaseholder to accept a prescribed volume of their own gasoline; they also 
require the leaseholder to buy products for their gas station shop from 
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the oil company at inflated prices. These contractually stipulated rela-
tionships enable nearly complete control over the leaseholders. As soon as 
they earn more money than the company is willing to allow, the leasing 
fee increases. Oil companies scrupulously ensure that leaseholder profits 
cannot guarantee a life (that would lower corporate profits), nor lead to 
death (that would only be somewhat sensible). Because of the debt that 
leaseholders assume when they enter into the relationship, however, there 
is scarcely an option to get out of this unequal contract. Excessive leasing 
fees that are adjusted to profits indirectly squeeze out the maximum from 
gas station leaseholders. This forces leaseholders to hire illicit workers and 
to violate laws governing operating hours for businesses, whether this is 
on the margins or simply outside of legal bounds. When these few cases 
come to light, oil companies are then able to wash their hands of it and 
dismiss the leaseholder as a black sheep, now deep in debt, from the lease 
agreement. The company headquarters use this assignment of work to 
subcontractors and profit centers not just to derive efficiency advantages, 
but also to effect illegitimate risk displacement and liability limitations 
(Teubner 1992: 209). The system of “independent” gas station tenants 
shows the ways in which a company can reduce internal uncertainties 
(and increase profits).

In virtual companies, the shifting of uncertainties to formally inde-
pendent profit centers is taken to an extreme: The independent sub-
contractor in a virtual shipping company is the only one who sticks his 
neck out for constant speeding to meet deadlines, which seem more 
real than virtual to the driver. Although the “vampire technique” of 
oil companies or virtual transportation companies promises short-term 
profits, long-term success remains extremely dubious. It is not just that 
discontented gas station leaseholders and truck drivers who feel they 
have been treated unjustly can endanger the prosperity of a more or 
less virtual company over the long term; it is also that the opportunities 
inherent to company relationships organized along market lines are not 
fully exploited by this underlying winner-loser logic. The creativity of 
independent units and their capacity for self-organization are unnec-
essarily pared down, and important own initiatives are inhibited or 
directed at how best one can trick the virtual parent company. 
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Post-bureaucratic Architecture: A Means of Mechanization

We have already assessed the ambivalence of mechanization: the possi-
bility of generating stability on one hand and flexibility on the other. 
Technologization and mechanization were central instruments of 
control for work processes in bureaucratic organizations: The will to 
dominate was “deeply impressed upon machines and organizations” 
(Gorz 1973: 12). In this form of organization, mechanization was 
understood as a process with which subtle, imperceptible, and therefore 
all the more effective forms of exercising power could be established. 
Mechanization contributes to creating stability. As Luhmann writes, it 
leads to relief for meaning-processing processes of experience and action 
from the acceptance, formulation, and communicative explication of 
all connotations that are implied (Luhmann 1979). The introduction 
of the typewriter, in a simple example from the organizational the-
orist Charles Perrow (1986), rendered the previously existing rules 
about the size and shape of letters superfluous. The introduction of 
graphics computers made it unnecessary for engineering students to 
go to great pains to learn precisely standardized lettering for labeling 
machines designed on the drawing board. Computer programs now 
take care of the precisely defined rounding and spacing for letters that 
was previously governed by norms. Information and communications 
technology has further revolutionized this principle. It can be used 
to pre-program formal rules, bureaucratic procedures, and external 
controls. Procedures that previously required laborious negotiations 
and were set down in writing can now be integrated into computer 
software, technical languages, and codes.

This simplification of processes through mechanization, how-
ever, creates a new complexity at a higher level. On one hand, an 
organization can harness new opportunities created by this “relief ”; 
however, it must also confront new coordination needs outside of the 
processes directly affected by mechanization: the technology must 
be produced and installed, inspected and maintained. The irony of 
mechanization and automation is that although technology can sim-
plify elementary processes and avoid first-order mistakes, yet it also 
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requires controls at a higher level and monitoring of second-order 
mistakes (Bainbridge 1987).

Exposed to demands for flexibility and innovation, organizations 
seem to see the necessity of designing the mechanization process in 
as open a way as possible. The creation of stability through mechani-
zation and the later usage of this technology must be closely aligned: 
computer programs, for example, have to give the user the option to 
program repetitions themselves (and even if only through the creation 
of printing format templates in text processing). Rough structures are 
framed in which the maximum degree of flexibility is enabled. The 
best computer program would accordingly be a program that allows 
users to do everything within their remit (for example, data adminis-
tration). The design of buildings for post-bureaucratic organizations 
impressively illustrates how mechanization can do justice to demands 
for both stability and flexibility.

The architecture of Taylorist-Fordist organizations was oriented 
towards total control. The aesthetic of their buildings was meant to 
express the attitude and spirit that was intended: the emphasis on 
hierarchy. Rooms were designed in such a way that people could see 
them from a central position and could have immediate access to work-
ers. There arose an “architecture of discipline” (Foucault 1977) that 
basically did not differ from prisons and psychiatric institutions. In 
post-bureaucratic organizations, this kind of architecture would be 
devastating, according to management. Management also claims that 
an organization oriented towards flexibility cannot develop in the same 
rooms in which years’ worth of separation and control sought to estab-
lish eternal stability. Eberhard Schnelle suggests the potential inherent 
in architecture to support processes of transformation: “Architecture 
can make an essential contribution to stimulate communication among 
managers and administrators. The philosophy of incorporating partic-
ipants in an open phase of the decision-making process should find 
expression in architecture.” Schnelle strives toward an architecture that 
facilitates group work of all kinds, all sizes, and for every purpose. The 
proposed heart of this “new communication architecture” is a forum 
as a central, open location for all kinds of events—for spontaneous 
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exchanges of ideas, small congresses, information markets, symposia, 
presentations, and much more (early on, Schnelle 1989: 8; a critical 
response in Saval 2014: 200ff.).

Context Management

In management literature, context management means “the reflexive 
decentralized control of context conditions in all partial systems and 
autonomous self-control for every individual partial system” (Wilke 
1989b: 86). The discrete units are involved as decentralized stakehold-
ers in the formulation of a superimposed pattern. This participation in 
the determination of superimposed patterns—for example in commis-
sions, ad hoc groups, integrative authorities—creates the prerequisite 
for orienting respective self-control towards the premises of context 
management. It constitutes a “commitment device by means of par-
ticipation” (Wilke 1989b: 86f.). This provides the basis for the idea 
in management that the coordination of collective activity is possible 
if the organization’s members communicate with one another on a 
voluntary basis. The exchange of expectations, needs, information, and 
interests is meant to facilitate the joint definition and attainment of 
objectives (Wilke 1989a: 135ff.). Management believes that this form 
of management could do away with the dilemma of differentiation 
caused by the division of labor and replace it with a “combination of 
participation and self-commitment.” 

The principle of context management has been implemented in 
organizations through the principles of sociocracy and holacracy. 
Working groups and control groups are decision-making bodies that 
determine the entire company policy. As Gerard Endenburg empha-
sizes, these groups should not just make it easier to “achieve consensus 
before the decision,” but also “the later implementation of resolutions 
made within the ‘normal’ hierarchical structure.” The working groups 
consist of two representatives from each individual department. One of 
them is the head of department named by the working group, and the 
other is one of the delegates selected by the department staff. This was 
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supposed to simplify the “gearing of different levels of superstructure”; 
at least this was the hope of the sociocratic Endenburg (1992: 139).

The “dogma” of the consensus principle, the double bond, and the 
selection of the staff is meant to provide an organizational answer to a 
fundamental problem of context management. In context management, 
we assume that the process of coordinating between vertically differ-
entiated units may be rife with conflict, yet is possible in a relatively 
problem-free way. The coordination between different units would only 
become unproblematic if the rationalities were the same across all of 
the units. We know from the work of Richard M. Cyert and James 
G. March (1963), however, that there are only local rationalizations in 
organizations that we find in organizations as a mere collection of partial 
rationalities, if we find anything at all. If there is not something like a 
superimposed rationality, then the process of negotiating patterns can 
only ever be finding compromise. This calls for mechanisms that make 
it possible for all participants to agree with the result of the pattern or 
context formation. Otherwise, the principle of context management 
would fail. In the sociocratic or holocratic model, we are talking in 
the final analysis about a dogmatic determination of a process for the 
building of organizational patterns. The secured formalization of this 
process first creates the framework for the ability to do justice to the fact 
that partially autonomous units also really accept the pattern or context.

5.3 We Are Only at the Beginning—Looking Forward

Whenever managers, consultants, or scholars argue that hierarchical 
management in organizations are being replaced with increasing fre-
quency by other forms of control, they are working with very strict 
differentiations: Organizations choose between decentralization or 
centralization, solo work or group work, hierarchicalization or de-hi-
erarchicalization, hierarchical control or market controls.

There are, however, tendencies to that effect to increasingly dissolve 
strict analytical differentiations. Paradoxical-sounding formulations 
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such as “controlled autonomy,” “centralized decentralization,” “bureau-
cratic de-bureaucratization,” “forced freedom,” “managed autonomy,” 
“managed self-management,” or “externally organized self-organi-
zation” proclaim the compatibility of decentralized and centralized 
management, and of hierarchical and non-hierarchical mechanisms 
of control.

These paradoxes allude to the fact that control via hierarchy is the 
central medium for the coordination of non-hierarchical forms of 
coordination such as the market or common understanding. Within 
an organization, hierarchy can be used very effectively to demon-
strate authority that is not bound to the conditions of inferiority or 
superiority. Niklas Luhmann (1964: 161ff.) has suggested that this 
kind of non-hierarchical, derived authority is a central mechanism for 
managing decision-making processes. This means for example that a 
manager whose authority is grounded in hierarchy can arrange things 
in such a way that a project group in an administration should make 
decisions solely through internal, consensual understanding. Or that 
a manager has the option of issuing a directive within a company that 
cooperative relationships between units should be conducted through 
market mechanisms.

From this perspective, it is understandable during organizational 
reforms that the decentralization of responsibility is frequently accom-
panied by a centralization of competences at the top of the organiza-
tion. The decentralization of decision-making competence, in terms of 
the form that work and order processing take, leads to a loss of control 
at the top of the organization, to which they react with centralization 
strategies. This splitting into a variety of different autonomous units 
tends to lead toward the intensified formation of local rationalities, 
which the organization’s leadership tries to confront with central inte-
gration strategies, such as organizational mission statements. The dis-
mantling of hierarchical mechanisms of control, such as introducing 
group work, project teams, or profit centers, leads to new processes 
of coordination that are managed in a hierarchical way. The groups, 
project teams, and profit centers have to coordinate among them-
selves. To do this, new hierarchical instruments of control are typically 
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 created. The definition of framework conditions for internal markets, 
the determination of rules for cooperation between work groups, and 
the introduction of targets may not be classical, hierarchical modes of 
making assignments, but this is clearly about the hierarchical control 
of an organization.

In organizations, there are manifold examples for these kinds of 
centralized decentralization and hierarchical management of non-hi-
erarchical coordination mechanisms. Process optimizations in the field 
of production with the Kaizen method may be arranged by the central 
office, but the process optimizations themselves are no longer in the 
hands of external rationalization experts; they are implemented instead 
by employees themselves in a decentralized manner. The introduction 
of group work leads to a decentralization of decision-making compe-
tences and a reduction of middle management. At the same time, how-
ever, certain instruments for creating financial figures are centralized 
to facilitate better hierarchical control of the groups. The creation of 
profit centers intends to lead to the formation of local organizational 
cultures. However, the upper echelons of the organization invest a great 
deal of money at the same in a frequently futile effort to establish a 
uniform organizational culture.22

From the perspective on the entire organization, we can hardly 
speak of a “crisis of hierarchy,” a “hierarchical dead-end,” or even an 
“end of hierarchy.” “Dehierarchalization,” when focused on an entire 
organization, clearly leads to disorientation (see Rhodes/Price 2011). 
Despite all of the anti-hierarchy rhetoric in many organizations and 
in the writings of management gurus, no organization with more than 
fifty or sixty employees has fully done away with hierarchy. When push 
comes to shove, every organization has the option of implementing a 
decision centrally. Whenever it comes to putting sensitive decisions into 
action, people always reach for hierarchy, even if it has become taboo.

When dealing with organizations, we are far more often facing a 
modification of hierarchical instruments of management. The central 
conflict about organizational forms revolves around which mechanisms 
of coordination and control should be used to process single work 
steps in the context of an uncontested overall hierarchical regulation. 
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It is only at this point—in individual work processes—that hierarchy 
comes under pressure to legitimate itself as a management mechanism.

Organizations have to justify even more vehemently the fact that 
control and coordination expense for individual work processes are 
best solved by means of hierarchy, and not through other forms of 
management such as market controls or understandings. These forms 
of hierarchy can be described as “fluctuating hierarchy” or “functional 
hierarchy.” “Fluctuating hierarchical control” is understood as a con-
stellation in which management and coordination is not performed 
predominantly at the top of the organization. Instead, management 
and coordination competences are “bundled” at the levels of hierarchy 
where the problems lie. It largely depends on the type of problem 
as to whether management and coordination are done by means of 
hierarchical, market-based, or discursive regulations. “Functional hier-
archical control” is understood as a strategy of only providing these 
services through hierarchy, if hierarchy was able to legitimate itself 
previously as a suitable form of coordination. Hierarchy is not allowed 
to enjoy unquestioned dominance as a form of control in specific work 
processes; instead, hierarchy must prevail as an appropriate form in 
contrast to functional equivalents for managing an organization. Or: 
hierarchical mechanisms of control are no longer viewed as set; instead, 
hierarchy must be able to prove its superiority as the more suitable form 
of controlling discrete work processes.

This seems to cause a change in the forms of power conflicts in 
organizations. In a fully hierarchical Taylorist organization, attention 
was focused on the question of who assumed what position in the 
hierarchy and what level of managerial authority is assigned to each 
hierarchical position. If the staffing of the hierarchical position and its 
authority to issue directives was unanimously agreed, there is a clear 
framework for decision-making processes. This seems to change by 
means of processes of decentralization and dehierarchization. In the 
framework of a generally accepted hierarchical overall control, con-
flicts no longer occur regarding the question of who occupies which 
hierarchical position and with what powers the position is endowed; 
increasingly often, conflicts are related to the question of which control 
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media will be used to tackle specific work processes. Discussions about 
group work, profit centers, manufacturing segments, internal customer 
relationships, project teams, and quality circles are then always power 
struggles about whether internal processes should be regulated with 
the control media of professional influence, understanding, internal 
markets, trust, and/or hierarchy.

In all of the drama staged by managers and consultants, changes 
in organizations move within the range of a basic hierarchical order 
that is accepted by almost all stakeholders. The discussion about new 
forms of organization should not distract us from the fact that there 
is no indication at all that there has been a drop in hierarchical order 
within organizations. The “revolution from above,” the “auto-disem-
powerment of hierarchies,” is not happening in organizations.



Afterword on methodology

In this book, I chose to use the display side of organizations as the point 
of departure for my remarks. I attempt to show what the effects would 
be if the principles presented on the display side were implemented on 
a one-to-one basis. Even if we use organizational theory to carry the 
principles promulgated on this display side to their logical conclusions, 
it becomes clear that an organization would then confront fundamen-
tally new problems if they were to implement these principles. 

These structural problems—summed up under the keywords of the 
identity, politicization, and complexity dilemma—can explain why 
the principles propagated on the display side only find expression in a 
weakened form in the formal structure. By showing the form in which 
management concepts, celebrated with glossy pictures, are actually 
implemented in the formal structure, I hope to have given a realistic 
look at what really changes in an organization. 

Unwanted side effects of management concepts that are praised to 
the heavens on the display side are often balanced out by employees by 
means of informal procedures and actions that frequently contradict 
the formal rules. These informal mechanisms—hidden regulations or 
invisible hierarchies—have, in the rarest of cases, something to do with 
what is praised on the display side as a “very special organizational 
culture” among pioneering organizations. 

I have relied on three sources for my books on organizational sci-
ence: From my own research projects on organizations in which I pur-
sued specific questions on new management concepts; from consulting 
projects that, as a sort of waste product, provided interesting insights 
into organizations; and from descriptive reports that were prepared by 
other consultants, managers, or scholars about a specific organization. 

In this book, I relied heavily on the last body of sources: descrip-
tions of organizations by other consultants, managers, and scholars. 
Because it is a typical practice in the management literature not to 
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anonymize the organizations under analysis, I identify those organiza-
tions with their real names. If the examples in the published literature 
were anonymized, then I follow the authors of these studies and use 
their pseudonyms, even if I know the real name of the organization. 
A few of the examples introduced in the book are based on my own 
empirical research that I have collected as a researcher, consultant, and 
in some cases even as a member of an organization. In these cases, I 
have either elided the names of the organizations or invented fictional 
names for them.



Notes

 1 Unlike the distinction between two sides that predominates 
in organizational theory, I believe it is necessary to distinguish 
between three sides when systematically analyzing organizations 
(Kühl 2013: 87ff.).

 2 Anna Pollert (1988: 218ff.) has already pointed out this problem 
in her discussion of “flexible firms.” 

 3 For a collection of such early reports on pioneering companies, see 
the volume of Daft 1992. It was particularly ironic that, because 
of the long production time for books, the McKinsey consultants 
Richard Foster and Sarah Kaplan (2001) praised the Enron book 
as a successful model for all other companies, just as the account-
ing tricks of their former McKinsey colleagues and former Enron 
CEO Jeff Skilling came to light and the firm was already bankrupt. 
For more on such cases of dual realities in capital-market-oriented 
companies, see Kühl 2005. 

 4 We can illustrate this assumption with a simple idea from cyber-
netics. W. Ross Ashby (1956), one of the fathers of cybernetics 
who organizational practitioners often like to cite, discovered that 
organizations are forced to bring their own inner structure into 
harmony with external requirements. The complex environment— 
which in the final analysis means nothing more than a contradic-
tory environment—constantly “tests” the organization’s ability to 
change, and organizations that are not in a position to handle this 
contradictory nature are “punished” with failure. This is merely a 
brief summary of Ashby from the literature. For early connections 
to Ashby, see for example Cameron 1980.

 5 On the ways in which management gurus function, see Clark/
Bhatanacharoen/Greatbatch 2012. 

 6 This was already clear in the 1990s after the failure of the first 
re-engineering and Lean Management projects. See as an example 
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the CSC Index 1994; Scott-Morgan 1994. There are significantly 
more interesting analyses in the anthology of Knights/Willmott 
2000. 

 7 I am referring here to explanations for the failure of re-engineering 
and Lean Management projects in the 1990s; see Harvey 1994; 
Champy 1995.

 8 Here I am referring to discussions in the labor process debate, 
in which it is assumed that managers have a tendency towards 
independence from the will of workers, meaning that managers 
consequently lean towards direct control and automation (see 
the prominent participations in this discussion: Edwards 1979; 
Friedman 1977, and Burawoy 1979).

 9 I am dealing here jointly with the approaches of Scientific Man-
agement and bureaucratic theory, despite a few differences. Both 
sides are the result of a belief in the “omnipotence” of redundan-
cy-producing processes, both in terms of their origin and their 
basic assumptions. 

 10 These ideas can be connected with the entire discussion about the 
control of workers. In the confrontation with bureaucratic, hierar-
chical, Taylorist and Fordist forms of businesses, both proponents 
and opponents discussed coordination and regulation in the same 
breath as control (cf. for example Edwards 1979: 12ff.).

 11 On the character of resolute decision-making premises as formal 
expectations in organizations, see Kühl 2013: 94ff. 

 12 It is also possible to imagine the reverse case. A complex tech-
nology is a potential factor of uncertainty, and a human worker 
guarantees that this technology functions properly. Exceptions 
(Chernobyl, Seveso, Bhopal, Hoechst) tragically confirm this rule.

 13 There was a veritable boom of publications on semi-autonomous 
work groups at the end of the 1980s and the early 1990s; see for 
example Manz/Sims 1987: 107; Manz/Keating/Donnellon 1990: 
15; Millot/Roulleau 1991: 13; Schilder 1992: 67.

 14 This is why Mats Alvesson and Hugh Willmott (1996) describe 
Business Process Reengineering as a “totalizing solution.” On Lean 
Management, see Holweg’s informative 2007 work. 
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 15 This point is of course exaggerated. Naturally, the resistance put 
up by middle management and the adjustment difficulties among 
employees play a role that cannot be ignored in the introduction 
of new organizational forms. The focus on these points however 
obscures insight into the deeper problem that post-bureaucratic 
organizations move “at the limit of their existential possibilities” 
due to their loose internal linkages.

 16 Luhmann would probably reject the description of decisions as 
“within the meaning of the organization” as too imprecise. Luh-
mann believes that all of the actions of mental and social systems 
are subjected to a “diktat of the meaningful.” If were to describe 
actions as “within the meaning” of an organization, I want to point 
out that every specific meaning “qualifies itself by suggesting specific 
possibilities of connection and making others improbable, diffi-
cult, remote, or (temporarily) excluded (Luhmann 1984: 94f.— 
English translation Luhmann 1995, p. 79). “Meaningful” or “not 
meaningful” therefore refer to the fact that meaning only gains 
reality when it is referenced to another meaning.

 17 Meaning is a central category of Luhmann’s systems theory. With-
out meaning, mental systems, organizations, even all of society, 
would simply cease to exist (Luhmann 1971: 11). These systems 
would fail because they are no longer in a position to delimit 
themselves from the overwhelming complexity of the exterior 
environment.

 18 Exceptions prove the rule here. The infamous Church of Scien-
tology has managed not only to preserve its solvency by means 
of religious fulfillment, ideological propriety, moral uprightness, 
and ultimate truthfulness, but also to make profits (at the cost of 
its members and “client” companies) that other firms can only 
dream of.

 19 For an interesting case of how ideas about decentralization and 
flat hierarchies are implemented in armies, see Bjørnstad 2011. 

 20 On the concept of the tipping point, see the highly readable over-
view by Malcolm Gladwell (2000). The transfer of this concept 
to organizational research has not yet advanced very far.



 21 Knoke 2001 offers a good overview of different network organi-
zations at 120ff.

 22 Accordingly, it is not surprising that both bureaucratic and 
post-bureaucratic structural features occur in the same organiza-
tion; see for example Hodgson 2004; Bolin/Härenstam 2008, or 
Farrell/Morris 2013.
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