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Abstract: In today's volatile environment, organizations have to address three new trends: they must
be able to respond quickly to technological changes and increased information flows, they face the
growth of knowledge work, and call for personal meaning. Some organizations try to achieve this with
innovative management models. The management model is the way how managers execute their work
in an organization. The paper focuses on three different innovative management models (W. L. Gore
& Associates, Zappos, and Spotify). The paper introduces them, discusses their similarities, and
explores whether organizations use their models successfully or no.
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Introduction

The 21% century challenges organizations with high speed of changes, information overload,
global and local instabilities, demanding customers, and fierce competition. Lee and
Edmondson (2017) classify these trends into three groups. The first group is fast information
flows and sudden technological developments. When environments or customer needs change
quickly, organizational employees may need to respond more quickly than managerial
controls and reporting relationships allow, leading to missed opportunities and other failures
(Lee and Edmondson 2017). The second group is the growth in knowledge-based work. When
knowledge is a primary source of value creation, managers rarely have the full expertise
needed to solve organizational problems. Instead, “individuals at all organizational levels
must contribute information and ideas for their organizations to succeed” (Lee and
Edmondson 2017, p. 37). Answers handed down from above are less likely to generate the
products, services, or solutions needed to succeed. The third group is new trends towards
viewing the work and organization “as places for personal meaning, given that some
traditional sources of meaning play a declining role in many parts of society” (Lee and
Edmondson 2017).

Organizations can succeed in such an environment only when deciding on the suitable
business model (what to do) and deciding on the suitable management model (how to do it).
Literature shows that organizations try to respond to trends classified by Lee and Edmondson
(2017) by specific innovative management models.

The objective of this paper is to provide examples and discuss the potential of three
innovative management models. Out of many different approaches, we chose revolutionary
management models of W. L. Gore & Associates, Zappos, and Spotify. The paper introduces
them and provides their analysis. Finally, the models are compared to determine if there is
something similar in how they work or are implemented. These similarities provide important
knowledge on the strengths, limits, and applicability of innovative management models.
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1 Methodology

Organizations were chosen from the pool of organizations with unusual and innovative
management models. We evaluated organizations on four parameters. First, we chose only
globally known organizations; second, organizations are from various fields; third, the
management model had to be specific, different from management models of other
organizations; and fourth, the organization had to be the pioneer with the model, not the
follower. E.g., we were searching for organizations whose management model is really
innovative and unusual. The final decision which organization to analyze was made due to
following reasons. W. L. Gore & Associates attracted our attention as their management
model was described as sustainable in the long term. The model is based on the same values
and premises since the company's foundation in 1958, which is unique even among
organizations with innovative models. We found Zappos management model based on
sociocracy interesting as it works on rules very unusual in a business environment. Spotify
was chosen as an example of organization whose unique innovative management model was
presented as the model copied by other companies and the reason why the company is so
successful.

It is necessary to stress that we chose organizations before a deep analysis of literature on
them. We expected that all organizations successfully use their models at the moment of
choice.

The data used in this paper are secondary data from the literature. Data collection started with
corporate web pages and materials. This search provided us with basic data about companies
and their management models. The next step was the keyword search in EBSCO database.
We searched for two fundamental keywords — the name of the company and the name of the
company together with the word management. This search provided us with research papers
on chosen companies. The third step was the Google search that allowed us to collect data
about companies from professional journals and blogs.

The organization of the paper is the following: Chapter 2 explains what the management
model is and how management models changed in the 21st century. Chapter 3 introduces
three organizations and their management models. Chapter 4 searches for similarities of
discussed management models. Chapter 5 raises whether three organizations use their unusual
innovative model.

2 Management model

The management model of the organization is the choices made by a company's top
executives regarding how they define objectives, motivate effort, coordinate activities, and
allocate resources; in other words, how they define the work of management (Birkinshaw and
Goddard 2009).

The emergence of new organizational forms (and management models) is a co-evolutionary
process at the intersection of managerial actions, institutional influences, and environmental
phenomena (Dijksterhuis et al. 1999). So even though some organizations choose traditional
management models based on hierarchy and bureaucracy, many of them search for different
management models, as the traditional ones do not address their needs or trends of the
digitalized and globalized world, as mentioned by Lee and Edmondson (2017). Less radical
new approaches try to combine traditional with new, for example, a fluid (hypertext)
organization (Nonaka and Takeuchi 1995) or spaghetti organization (Foss 2003); more radical
approaches like holacracy (Robertson 2015), adhocracy (Waterman 1993), lattice organization
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(Grenning 2016) or requisite organization (Jaques 1989) come with revolutionary ideas on
how to manage the organization.

In our paper, we discuss a radical approach to the management model in three organizations.
W. L. Gore & Associates (lattice organization), Zappos (holacracy), and Spotify (Spotify
model).

3 W. L. Gore & Associates, Zappos, and Spotify, companies with unusual management

models

W. L. Gore & Associates (Gore), Zappos, and Spotify management models were introduced
to meet three requirements of today's business environment, as stated by Lee and Edmondson
(2017). All three companies work in a fast-changing, technically demanding environment and,
as such, are dependent on knowledge work. W. L. Gore & Associates has made its name by
creating innovative, technology-driven solutions, for medical devices that treat aneurysms to
high-performance GORE-TEX fabrics. A privately held company whose annual sales exceed
$2.5 billion, Gore is committed to perpetuating its more than 50-year product innovation
tradition. Today, the company claims a manufacturing or sales presence in more than 80
countries, employs more than 9,000 associates, and sells thousands of high-performance
products in diverse markets around the world (gore-tex.com n.d.). Zappos is an online shoe-
store. It was founded in 1999 as Shoesite.com. In 2009 Amazon acquired the company, and it
became one of the best service companies in the USA with annual revenue of $408.06 million
in 2019. Spotify is a popular audio streaming subscription service, with an estimated 286
million users. All three companies tried to implement the management model that brings
knowledge sharing, innovativeness, trust, and the pleasant, friendly working environment
employees can identify themselves with to the company. Even though the objective is the
same, management models that help to achieve it are very different.

W. L. Gore & Associates management model is based on the so-called "lattice™ structure that
creates a team-based environment encouraging personal initiative and person-to-person
communication among all "associates,” as employees are known (gore-tex.com n.d.).
Employees are self-directed, change their roles, and move laterally through the organization
as necessary. All employees have shares of the company. The objective of this model is to
limit barriers to creativity and empower employees with decision-making rights. This leads to
business success and happy employees.

When Bill and Vieve Gore founded the company in 1958, in Newark, Delaware, the aim was
to build an organization where inventive people could "have fun and make money." But they
did it seriously. Bill Gore was greatly influenced by human relations school theorists Douglas
McGregor (Theory X, Theory Y) and Abraham Maslow (“hierarchy of needs”), and
emphasized the importance of purpose. In the case of Gore, this meant applying technology to
have a meaningful impact on society. He also wanted to support human fulfillment, embodied
in a set of principles and management practices designed to foster trust, initiative, and enable
the emergence of natural leaders (Caulkin 2019).

The company boasts a non-hierarchical management structure with associates typically
working in teams. Both teams and individuals are given particular responsibilities, but they
are also encouraged to set up their own projects or to develop new ways of implementing
existing practices better (Plimmer 2005). In Gore’s “lattice organization™, anyone can talk to
anyone, and no one tells another what to do. Instead, new employees — all of whom become
shareholders if they stay — are encouraged to navigate their way through the business
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(Caulkin 2019). They are given a sponsor when they join, but they are expected to choose
their own after six months. Most decisions are made informally, with the lack of a formal
structure, meaning that if anyone has a particular need, they can go direct and ask for it, rather
than passing through a chain of people. The company keeps conflict to a minimum by being
selective about whom it hires, pointing out that the flat management structure will not suit
people who value status or authority. However, leaders are trained in how to handle discipline
and under-performance (Plimmer 2005). The company does not punish mistakes.

The Gore approach helps people feel in control, and they are more likely to come up with new
products or ideas that will help the company (Plimmer 2005). On the other hand, this
approach requires much self-responsibility. The most successful associates are those who look
to themselves on how they can make a difference. They can be successful if they build their
network of collaboration with other associates, not just locally but also globally (Ng 2012).

Zappos became famous due to holacracy, a specific management model they introduced in
January 2014. The company explains the reasons that led them to this management model:
“Zappos has always been focused on delivering exceptional customer service - we call it
WOW service. To provide WOW service, it's important that every employee understands our
customers' needs and has the ability to improve the customer experience whenever possible.
As our company grew, we became slower to sense and respond to customer feedback because
of the layers employees needed to go through to get things done. Holacracy is a tool that
allows every employee to quickly surface and act on customer feedback, so we can
continuously provide WOW service, regardless of the size of our company”
(zapposinsights.com n.d.).

Holacracy is based on sociocracy, a century old concept that relies on a sort of Quaker
meetinghouse decision-making system (Reingold 2016). Holacracy aims to organize a
company around the work that needs to be done instead of around the people who do it. As a
result, employees do not have job titles. They are typically assigned to several roles that have
explicit expectations. Employees are part of multiple circles that each perform certain
functions (McGregor 2020). It is a management model where traditional top-down reporting
lines are replaced by work circles that operate next to and on top of each other. People do not
have jobs; they have "roles". The system does not value seniority or the size of the budget
(Reingold 2016).

In addition, there are no managers in the classically defined sense (McGregor 2020). The
authority and decision-making rest with the team that is actually doing the work, not with the
boss. The teams are united by a strong vision set by a lean executive that steps out of as many
decisions as possible (Powell 2015). "Lead links" have the ability to assign employees to roles
or remove them from them but are not in a position to actually tell people what to do.
Decisions about what each role entails and how various teams should function are instead
made by a governing process run by people from each circle (McGregor 2020). Employees
spend their work hours getting work done instead of seeking management approval for every
small change in direction. It means that sometimes a chief executive will not be sure of the
decisions made by their staff. It also means that one day you might be in charge of what
someone else does, and the next day, they are in charge of you (Powell 2015).

There are no formal performance evaluations (Reingold 2016). Zappos addressed this

problem by paying for skills employees had or obtained. Every circle had a certain number of
“people points” that together approximate the scope of work. Zappos workers have 100 points
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each and must distribute them among their circles. If they do not enjoy their circles or feel
they are not doing a good job—or if, as some employees report, lead links do not approve as
many points as they need—they must find a new circle (Reingold 2016).

“A key part of Spotify's success is driven by the company’s unique approach to organizing
around work to enhance team agility. Spotify model focuses on how businesses can structure
an organization to enable agility” (atlassian.com 2020). Spotify management model is made
of so-called squads, tribes, chapters, guilds, and trios. “Squads are cross-functional,
autonomous teams (typically 6-12 individuals) that focus on one feature area” (blog.crisp.se
2012) and are the main producer of value. Squads are supported by a product owner and an
agile coach (Bécklander 2019). “Each squad has a unique mission that guides the work they
do, an agile coach for support, and a product owner for guidance. When multiple squads
coordinate within each other on the same feature area, they form a tribe. Tribes consist of 40-
150 people. Chapters are the family that each specialist has, helping to keep engineering
standards in place across a discipline. Chapters are typically led by a senior technology lead,
who may also be the manager for the team members in that chapter. Team members who are
passionate about a topic can form a guild, which essentially is a community of interest. The
trio (aka TPD Trio) is a combination of a tribe lead, product lead, and design lead. Each tribe
has a trio in place to ensure there is continuous alignment between these three perspectives
when working on feature areas. Alliances are a combination of tribe trios (typically three or
more) that work together to help their tribes collaborate on a bigger goal than anyone's tribe”
(atlassian.com 2020).

The Spotify management model can be seen as a specific matrix. The vertical dimension is
made of stable squads, where people with different skills collaborate. “The horizontal
dimension is for sharing knowledge, tools, and code. The job of the chapter lead is to facilitate
and support this. In matrix terms, think of the vertical dimension as “what” and the horizontal
dimension as “how” (blog.crisp.se 2012).

Though the Spotify management model may look complicated, it introduces to the
organization less formal processes and approaches. Teams are more independent and
autonomous, and stress is put on self-management and self-control. Employees are entrusted
to make their own decisions. The model also increases transparency, builds a culture of trust,
and rapid learning. “In addition, they aim to constantly improve the organization, all the while
attempting to be neither bogged down by bureaucracy nor torn apart by “too autonomous”
teams” (Backlander 2019, p. 44).

4 Some similarities
Although every discussed company uses a different management model, similarities can be
found.

The first similarity is a strong leader. Neither of the discussed management models developed
naturally. In all three companies, the decision on the management system and its
implementation were made and supported by a person with strong authority. W. L. Gore &
Associates owners and CEO Bill and Vieve Gore intentionally created the management model
of their company on principles of McGregor’s theory Y (McGregor 1960, Caulkin 2019). In
Zappos, it was Tony Hsieh, who ran Zappos for 16 years and was the person who insisted that
the company adopts holacracy (Gelles 2015). Spotify management model is linked with the
names of Henrik Kniberg and Anders Ivarsson (Kniberg and Ivarsson 2012), who created and
introduced its foundations.
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Ng (2012), who writes about Gore experience, stresses that without a strong leader, his vision
and competence, and support, the change to the unusual management model will not be
possible. A strong leader is important as innovation requires collaboration since innovators
need inputs from the manufacturing, sales, and support functions to make their ideas become
a reality. The role of a leader is to make sure all of them are working well together and are
focused on the greatest opportunity (Ng 2012).

The second similarity is that discussed companies and their unusual management models are
not for everyone. The major challenge for all three organizations is people. Bill and Vieve
Gore started W. L. Gore & Associates in the basement of their home in 1958 and then slowly
developed it on principles they supported; today, the company has over 11,000 employees
(gore.com n.d.). Gore & Associates is careful about whom “it hires, and those hires end up
being a fraction of a percentage of applicants. As one Gore associate explained: "Gore is not
for everyone. Our process for finding the right talent involves a certain degree of self-
selection, which means we want job applicants to have enough information to decide that a
career at Gore may not be the right fit after all”(Hamel and Spence 2010, p. 6). Gore even
created the questionnaire for potential employees so that they could decide whether they may
fit into their management model and culture or no.

The transformation in Zappos began in 2014, and employees describe it as weird, painful, and
slow at first. They also complained about endless meetings that took them away from actual
work. Finally, Mr. Hsieh sent a 4,700-word email to the entire company with an ultimatum:
Embrace Holacracy or accept a buyout. The financial terms were generous, and 210
employees, or some 14 percent of the work-force, took the offer (Gelles 2015). Zappos is also
cautious about employee fit. As T. Hsieh said: "We've actually passed on a lot of really smart,
talented people that we know can make an immediate impact on our top or bottom line, but if
they're not good for the company culture, we won't hire them for that reason alone"
(Zippia.com n.d.).

Spotify initially started with scrum methodology when they had fewer employees, but when
they started to grow, they thought of scaling; thus, they started utilizing agile scaling in their
way (Mishra 2020). The fact that people were used to scrum methodology helped the
implementation of the new model. Still, the company is facing, as they call it, "a hyper-
growth,"” so one of their challenges is finding the right people among these interested in the
company. Or, as Singel (2020) writes, "just because you have more fish, it doesn’t necessarily
mean they are the right fish.” The company is actively searching for proper employees (they
call them talents). Talents are supposed to complete another year with their current employer
and explore what their options are. Then the decision is made (Singel 2020).

The third similarity is problems with implementation. The process of developing an unusual
management model turned out not to be simple in all three organizations. In Gore, as Caulkin
(2019) writes, there have also been uncomfortable moments when the company has struggled
to reconcile the founding principles with the need for more structure to support growth.

A senior HR manager of Zappos who finally got used to holacracy stated that “employees
were shocked and frustrated by the numerous mandates, the endless meetings, and the
confusion about who did what. | hated all of it, in particular, because it was off-the-shelf, so
focused on the rules of the game, and it explicitly felt icky without a focus on the people”
(Reingold 2016). And as already mentioned, the frustration with holacracy led to 14% of
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employees leaving. After many employees left, Mr. Hsieh acknowledged that some of the
remaining staff members wanted him to resign from the company he built (Geles 2015).

In Spotify the implementation discovered the problem of trust. Some agile coaches failed to
help employees as they did not have technical capabilities, which caused misunderstandings.
Some employees did not understand interrelations among individual parts of the system at all
(Sundén 2017).

5 Ambition or reality?

All three companies introduced their innovative management models to support
communication and knowledge sharing among employees, innovativeness and flexibility
(Plimmer 2005; zapposinsights.com n.d.; atlassian.com 2020). Even though most literature
states that the management models are successful, some publications indicate that Zappos left
holacracy (Coporate-rebels.com 2016, Groth 2020), and Spotify never fully implemented their
model (Agilityll.com 2020, Lee 2020).

Out of the three discussed organizations, only the Gore management model seems to prove its
sustainability. The reason lies probably in the fact that it reflects the founders' life philosophy;
the company was built like that, and employees were carefully chosen to match the model
from the beginning. As Mr. Field, a long-term employee, says: “We talk about the sweet spot
where personal interest, skills and experience, and business needs intersect. Where that
happens, we really encourage associates to chase those experiences." This, he believes,
supplies the fun, the energy for forward momentum, and the fuel for Gore's creativity
(Caulkin 2019).

Zappos first problems with holacracy were identified by S. Denning (2015), who expressed
his doubts about the success of holacracy in Zappos (Denning 2015). He raises an important
question concerning people who could not cope with holacracy and left Zappos. He asks:
“Was it the best staff or the worst? Was it necessary?” (Denning 2015). He also questions the
progressivity of holacracy because of the autocracy of circles which are run according to
detailed procedures whose arrangement is vertical. “Each higher circle tells its lower circle (or
circles), what its purpose is and what is expected of it. It can do anything to the lower circle—
change it, re-staff it, abolish it—if it doesn’t perform according to the higher circle’s
expectations” (Denning 2015). Finally, he sees a problem in the explicitness of holacracy that
leads to endless discussions and communication, and he also questions empowerment in the
company: “What empowerment it is when senior manager orders employees how to work”
(Denning 2015). This all together with a hidden frustration of employees, leads him to
conclusions that holacracy may not be the best management model for Zappos.

Coporate-rebels.com (2016) analyzed the situation in Zappos, and they also discovered that
employees are frustrated with holacracy and wait and hope that the management model will
be changed. Most of the long-time Zappos employees were fighting to protect the previous
culture from being kidnapped by holacracy’s processes and procedures. Employees were
complaining that holacracy benefits for innovation are unclear and that it is an inconvenient
management model for some teams. They also mentioned that “more and more teams find
ways to beat the system and have adjusted the processes in such a way that they feel more
comfortable with it” (coporate-rebels.com 2016). Coporate-rebels.com (2016) concludes that
they think that a predefined and off-the-shelf system like holacracy replaces a proper dialogue
between employees and hope, that loyalty of employees will be strong enough to overcome
this, for them, frustrating holacracy period (Coporate-rebels.com 2016).
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Moreover, finally, Groth (2020) writes that “in the last few years, Zappos has been quietly
moving away from holacracy. Zappos abandoned their at-times rigidly (and ironically)
bureaucratic meetings and brought back managers, while retaining its circular hierarchy, a key
artifact of holacracy. Zappos executive John Bunch, who co-led the rollout of holacracy, has
explained that the company, famous for its exceptional customer service, encountered some
“big challenges” in its business metrics and sought to redirect employees’ focus back to the
customer (an often cited criticism of holacracy is that it is too internally focused). By March
2017, the e-retailer had shifted its strategy to remedy this” (Groth 2020).

There are also indications that Spotify management model is not as successful as generally
perceived. Agilityll.com (2020) writes that Spotify doesn’t use the ‘Spotify Model’. In fact,
it never truly did. They give four reasons why the model failed. First, re-labeling teams and
departments as ‘squads’ and ‘tribes’ created confusion and failed mythology. Chapters were
just functional areas with their own people manager, squads a cross-functional teams, and
tribes were departments. Second, matrix management was ineffective. Any disagreement
within the team often had to be resolved between multiple managers, and without consensus,
then had to be escalated to the Director of the ‘Tribe’ (Department). Third, teams optimized
for autonomy were not consistent. It led to duplications and complexity. Fourth, in alignment
with the autonomy, Spotify gave each team control over its own process and practices. But
they didn’t have enough coaches to help every team, and many teams did not have enough
knowledge of Agile principles and practices to implement them effectively (Agilityll.com
2020).

Lee (2020), a former Spotify employee, writes that he discovered that the famed squad model
was only ever aspirational and never fully implemented. He witnessed organizational chaos as
the company’s leaders incrementally transitioned to more traditional management structures.
He quotes Sundén (2017), an agile coach in Spotify, who said: “Even at the time we wrote it,
we weren’t doing it. It was part ambition, part approximation.® And warned companies from
trying to copy the Spotify model. Lee (2020) sees the reason for model failure in the fast
growth of Spotify. The startup model failed to adapt to the bigger complexity of the big
organization (Lee 2020).

Michou (2020) also thinks that Spotify is not using the model anymore, and it failed
(developed to something different). In his opinion, there are a few reasons why this happened.
Engineering managers could not fully manage other people within the teams, which
threatened delivery as none was accountable. There were vain and lengthy negotiations when
engineering teams did not agree with one another. “With the growth of the teams' size,
Spotify did not determine a common act for cross-team collaboration. Moreover, each team
had a unique way of working; they did not have any guidelines on which they could choose.
Hence, these aspects have brought a bad impact on the productivity of the whole organization.
Spotify allowed teams to control their way of working. Therefore, many people did not
understand the basis of Agile practices* (Michou 2020).

Conclusion

The example of three organizations shows that it is not easy to create a management model
that addresses three groups of trends mentioned by Lee and Edmondson (2017). All three
companies tried to develop an environment that would allow them to respond quickly,
manage knowledge work and knowledge sharing, and create a meaningful friendly
environment. It shows that only W. L. Gore & Associates managed to achieve this in the long-
term perspective. Even though Zappos and Spotify management models are presented in the
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literature as example models and copied by other companies, Zappos and Spotify failed to
implement them. Zappos was trying to solve the problem with growth leading to increased
complexity by implementing holacracy (Coporate-rebels.com 2016), but their attempt resulted
in even more increased complexity and failed. “Spotify chose the model where the model's
key cultural elements need to be in place to allow the structure to thrive, such as trust and
autonomy. If an organization does not shift its behaviors (and ultimately its culture), the
benefits of the Spotify model will never be realized. If you simply rename teams to Squads,
you do not change them” (atlassian.com 2020). And it is what exactly happened to Spotify
themselves.
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