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BUSINESS INSIDER CASE IN THE NEWS [1074,7-2,7-3,7-4]
80% of Zappos Employees No Longer Have a Manager

hen Zappos announced late

last year that it would elimi-
nate titles and traditional managers
from its company, some were skep-
tical about whether the online shoe
retailer could pull it off.

But the company tells Busi-
ness Insider that 80% of its 1,500
employees are now working under
Holacracy, a relatively new organi-
zational philosophy meant to offer
workers more flexibility by replac-
ing traditional job titles with a fluc-
tuating number of roles that each
employee is assigned.

Rather than being accountable
to a single boss in a traditional hier-
archy, each employee reports to the
other people in their “circles.” Each
circle has an organizational goal to
achieve, and each role that people

fill within the circle is a task neces-
sary for accomplishing that goal.

Of course Holacracy has not
made Zappos a company entirely
‘without hierarchy. The job of assign-
ing roles within in a circle is leftto a
singular person known as the “lead
link,” and many circles contain sub-
circles that they oversee.

For instance, Zappos CEO Tony
Hsieh is the lead link on the compa-
ny’s broadest circle, the 10-member
internal board, which is tasked
with fulfilling the company’s overall

purpose.
John Bunch, the Zappos
employee tasked with running

the company’s transition to Hol-
acracy, tells Business Insider that
Hsieh's power is different under
Holacracy.

However, Bunch declines to say
‘whether Hsieh’s sway has increased
or decreased at the company he
Jjoined as CEO in 2000 and sold to
‘Amazon 9 years later for $1.2 billion.

Hsieh holds “many, many, many
roles” across the company, Bunch
says, including being the “department
expert” in a circle devoted to teach-
ing other businesses about Zappos®
famously quirky corporate culture.

And while employees no lon-
ger have titles internally, Bunch
says they have what Zappos calls
“#titles” to explain what they do all
day to people outside the company.

Thus far, Bunch says the com-
pany is on pace to meet its goal of
having all of its employees operat-
ing under Holacracy by the end of
the year.
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In his mind, one of the biggest
challenges posed by the new sys-
tem has been teaching employees
not only what Holacracy is but how
to use it, a process he compares
to teaching 1,500 people how to
speak a new language.

The organizational philosophy,
created in 2009 by software devel-
oper Brian Robertson, is charac-
terized by a series of governance
meetings in which circle members
iron out “tensions,” the issues that
are preventing the circle from run-
ning as smoothly as possible.

“l think you hear a spectrum
of reactions,” Bunch says when
asked what his employees are
saying about the transition. “Each
employee is on their own personal
Jjourney in terms of learning what
Holacracy is all about, and learn-
ing how to use it, and discovering
if they think this is the right system.”

Still, it's unclear how much the
company has functionally changed
since it began its transition at the
end of last year.

Bunch says that several areas of
the company have used Holacracy
to make necessary changes to how
they approach certain organiza-
tional challenges, but he declines
1o say which changes were made or
which areas of the company were
behind them.

Additionally, Bunch says a lot of
the company’s hiring, firing, and sal-
ary decisions are made the same
‘way they were a year ago, but that
over time, the company will evolve
those systems to make them more
in line with Holacracy.

“l don't want to paint a rose-
colored picture where | say every-
thing is up and running and we've
reached our highest potential, but
we have seen some bright spots,”
Bunch says.

Ultimately, he hopes the move
to Holacracy will pay off by helping
the company better realize its goals
of openness and excellent internal
communication, and that the looser
organizational structure will allow
employees to push the company

into areas it has not previously ven-
tured into.

“One of the markers of success
for Holacracy would be to look back
in five years and say, ‘Wow | would
never have envisioned Zappos taking
on that area, and look at them, they’re
having success with it,” Bunch says.

Questions

1. How might fluctuating job
roles affect employees’
productivity?

2. Asanemployee, what
advantages and disadvantages
do you see to Holacracy?

3. Search the Internet and outline
additional changes that have
occurred at Zappos since the
new management structure
was implemented. Do you
think the structure will be a
success? Why or why not?

Source: Aaron Taube, “80% of Zappos
Employees No Longer Have a Manager”
Business Insider; November 4, 2014, www.
businessinsider.com.








