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ABSTRACT

Interfirm networks are an increasingly common form of organizing economic activities. The boundaries of networked organizations are blurred, but do not dissolve once organizations enter into networks. However, since the boundaries of organizations fulfill many func​tions, it is important that these boundaries are managed reflexively. While this paper focuses on the level of organizational boundaries it also makes reference to two other levels of boundary management: network boundaries and intraorganizational boundaries. Structuration theory is presented as an advanced theory of organizing and applied to the ana​lysis of boundary management. Important potentials of this theory are demon​strated with respect to managing organizational boundaries in a complex interfirm network which is strategi​cally led by an airport authority. Specifically, the issue of boundary management is analyzed with reference to an enduring and intensive relationship of this air​port authority with one of its main customers, an airline.

1. What Should be Expected from an Effective Organization Theory?

Some organization theories, such as sociological neo-institutionalism and popu​lation ecology, emphasize more the importance of institutionalized structures than interaction, although more recent contributions to these two major strands of organization theory (e.g. Scott 1995; Barley & Tolbert 1997; Aldrich 1999) take agents more seriously. Other theories, such as strategic choice theory and transaction cost economics, focus on action and downplay institutionalized structures, although they have recently to pay more attention to structures (e.g. Child 1997). It seems that any modern (and postmodern) organization theory should be in line with this trend towards a conceptual reconciliation of action and structure, consistent with the conception of action and structure as a “duality“ (Giddens 1984) – rather than a dualism.

In light of the attention managers currently pay to organizational and inter​organi​zational change, and in view of the shortcomings of many organization theories to adequately deal with issues of change management, any modern organization theory should emphasize process without neglecting structure(s). In doing so, it should be able to conceptualize and explain organizational and interorgani​zational change, including the general trends towards the “N-form” (Hedlund 1994), the evolution and design of specific types of networks, and the changing requirements for managing this form successfully. 

While theories often focus specific aspects of organizational life, e.g. trans​actions costs caused by a specific organizational form (e.g. Williamson 1985) or power issues within and among organizations (e.g. Pfeffer & Salancik 1978), modern theories of organization should sensitize managers as well as resear​chers to the cognitive and normative, and the economic and power aspects of organizational and interorganizational relationships. Useful theories would not only acknowledge the complexity of organi​zational realities but also the social (not only the personal) embeddedness of economic action.

More integrative and, possibly, general theories have also need to conceptualize issues of formalization which characterize organizations, but also the interplay of formal and informal practices. Since many of these issues are not always straightforward, modern organization theories should be able to deal with dilemmas, tensions, contra​dictions and paradoxes, such as those between formal and informal relations.

Finally, good theories should span organizational and inter​organi​zational levels of analysis. On the one hand, organizational analysis has often neglected the fact that the environment of organizations is comprised of other organiza​tions and complex interorganizational relations. On the other, the study of inter​organizational relations and networks has fallen short not only of analyzing the implications of external relations for intra​organizational practices but also the intraorganizational constraints for managing inter​organi​za​tional relations and networks. The emerging „relational view“ (Dyer & Singh 1998) is, in this respect, likely to be as one-sided, by focusing on external relations, as the well-established resource-based view of the firm which over​looks many, if not all, potentials of such relations.

2.
Structuration theory: An Outline of Core Concepts

Structuration theory, developed as a social theory by Anthony Giddens (1984), and adapted to the analysis of organizations and inter​organizational networks by a small but growing group of North-American and European scholars (e.g. Whittington 1992; DeScantis & Poole 1994; Sydow & Windeler 1998) meets all of the above mentioned requirements for an advanced theory of organizing. It is true that there are other theories which also meet, or at least promise to meet, all or most of these requirements, e.g. new systems theory (Luhmann 1995) and more recent attempt to promote a co-evolutionary frame​work for organizational analysis (e.g. Koza & Lewin 1998). And it is also true that structuration theory, developed as a social theory, still needs some refinement for dealing with organiza​tional and interorgani​zational issues in a more effective way. However, this theory provides scholars with a rich foundation for the advancement of theoretical thought and empiri​cal analysis. 

The core ideas of this theory can be outlined with reference to four basic concepts. The most fundamental concept of the theory of structuration is the “duality of structure” (Giddens 1984). This concept sensitizes managers and researchers for the fact that organiza​tional as well as inter​organizational action is not only constrained but also enabled by structures, i.e. by rules of signifi​cation and legitimation on the one hand and by resources of domination on the other. Moreover, it states that these structures have to be enacted by organiza​tional agents and, thereby, reproduced or transformed. This recursive process is called ‘structuration’. The duality of structure not only recognizes but integrates cognitive, norma​tive, and power aspects of organizational life. This is not only done on the level of structure (where these aspects are referred to as signifi​ca​tion, legitimation and domination) but also on the level of interaction (i.e. in communication, sanction and power). With respect to the social embedd​ness of economic action, the concept makes it possible to analyze economic issues with respect to cognitive, norma​tive, and power aspects. Thereby, it emphasizes the extreme importance of (allocative) resources in the “economic sphere” (Gid​dens), and asks how these resources enable economic action and are reproduced by economic action.

The second concept clarifies the theory’s assumptions about human beings and human action. The so-called “stratification model of the agent” (Giddens 1984) outlines an understanding for the reflexive coordination of action and system repro​duction. For that purpose, it differentiates between three levels of con​scious​​ness. discursive consciousness, practical consciousness, and unconscious motives, and underlines the importance of social action being anchored in practical consciousness. Moreover, this model emphasizes the importance of unintended consequences of intentional action and the possibility that these consequences may even become unacknowledged conditions of further action sequences. For this reason, struc​tu​ration theory is able to conceptualize emer​gent phenomena which are so frequently found in organizations, interorgani​zational relations and networks.

The third concept is called “dialectic of control” (Giddens 1984) and states the ability of agents to act – even under severe constraints – otherwise. Although Giddens acknowledges that opportunities for agents to intervene in social practices are distributed asymmetrically, this does not imply that some agents have no power at all.

The fourth concept of disembedding and reembedding, developed in one of Giddens’ (1990) later works, not only emphasizes the processual nature of organizational life but also conceptualizes the interplay of persons and social systems (such as organization and, eventually, interorganizational net​works) and how this contributes to organizational and interorganizational change. Methodologically, conceptualizing this interplay makes it possible to bring persons back into organizational analysis. This is particularly important for a theory which promises to reconcile the one-sidedness of structural and action-oriented analyses. Such an approach is necessary in inter​organizational analyses which, apart from a few exceptions (e.g. Olk & Earley 1996), tend to overlook the importance of boundary spanning personnel in managing the boundaries of organizations and networks.

3.
Managing Organizational Boundaries – A Structuration Framework

Contrary to common predictions organizations are not likely to become boun​daryless. Rather, the N-form which is often made responsible for the evolution and diffusion of “boundaryless organiza​tions” (Ashkenas et al. 1995) is likely to contribute to the persistence of organizations as social systems, but only if this organizational form is managed well. Enduring organizations tend to have blurred boundaries, rather than missing boundaries.

Organizational boundaries fulfill several functions which are of extreme importance to the long-term survival of organizations as social systems. For instance, boun​daries symbolize responsibilities, provide a source for sense making and identity constitution, allow for the attribution of reputation, and protect systems against the uncontrolled discharge of knowledge. In summary, “boundaries keep things focused“ (Ashkenas et al. 1995: 4).

Boundary management in interorganizational networks addresses primarily the boundaries of individual network firms, i.e. the boun​daries of organizations. It is at this level where boundaries fulfill most of the functions mentioned. 

In addition, the reflexive management of network boundaries may become more important as the system nature of interorganizational networks increases. This systemness varies widely, from a loosely coupled network of a manufac​turer and its surrounding component suppliers to tightly coupled network relations among a franchiser and its franchisees. 

In addition to the boundaries of an orga​nization and a network, intra​organi​zational boun​daries also need to be managed. For instance, the development of a tighter, more embedded relation​ship with system suppliers can significantly affect the intraorganizational division of work as well as traditional coordina​tion patterns within a manufac​turing organization.

At these three levels of boundary management, intraorganizational, organiza​tional, and interorganizational, raise important issues. The case study reported below, which is part of a larger study of European airports authorities as net​work organizers, 
 indicates four boundary management issues: the time-space dimension of boundaries, internal and external perspectives on boun​daries, the relationship between formal and informal boundaries, and the differences bet​ween the view from the top and from the bottom of an organi​zation. Combining these three levels of boundary management with these four important pheno​mena leads to an activity matrix which may serve as a guide for management practice.

Fig. 1: Levels and dimensions of boundary management: The activity matrix
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Each boundary issue on each level of boundary management has to be analyzed with respect to all three dimensions of structure (and action) highlighted by structuration theory, i.e. rules of signifi​ca​tion and legitimation and resources of domination (and communicative, sanctioning and powerful action). In most cases, managing organizational boundaries in interorganizational networks may aim at opening organizational boundaries in order to intensify inter​organiza​tional communication and/or to increase the level of interorganizational trust or control. However, an important goal of boundary management may also be to close the boundary of an organization – for instance, in order to protect the system against the uncontrolled discharge of valuable knowledge.

(1) Spatial boundaries only seem to symbolize system boun​​daries and, in the light of the increasing use of inter​organizational information sys​tems and the spread of virtual organizations, are loosing significance in social life. By contrast, the temporal aspect of boun​daries seems more important, as it reflects the history of the development and management of intraorgani​za​tio​nal, organi​za​tional and network boundaries. This history is manifest in the reproduction and change of structures, i.e. of rules and resources, over time. “The history of an organi​za​tion, interorganizational relationship and organiza​tional boun​dary have a significant impact upon: 

- how organizational agents refer to these structure in their current interaction, 
- how agents perceive the actual boundary and why, eventually, they may consider it as given constraint, 

- the relevance they attribute to this boundary cognitively and normatively, and
- the facilities they can mobilize against this background” (Ortmann & Sydow 1999: 213-214).

Hence, the time dimension refers to the temporality, the processual character, and the path-dependency of organizational and network boundaries.

(2) The boundaries of organizations and interorganizational networks look different when viewed from the inside or the outside. The difference in view sensitizes managers and researchers to the possibility that system boundaries – via the reproduction of rules and resources – may be defined strategically. Differences in drawing boundaries which result largely from intra​organizational differentia​tions, may be used by agents, especially boundary spanners, as a resource for advancing their or the system’s interests.

(3) There may also be important differences between formal and informal boundaries, and the violation of boundaries may be seen as either acceptable or completely intolerable. From a structurationist perspective, these differences have to be under​stood as differen​ces between so-called codified rules and actual practices. Al​though this theory focuses on social practices (in this case, defining, crossing or violating boun​daries), it does not imply “that formal rules – or more precisely, formulations of rules – do not matter. In contrary, the difference between formulated and practiced rules provides organizations and their boundaries with the necessary degree of flexibility and adaptability” (Ortmann & Sydow 1999: 216).

(4) Finally, system boundaries differ depending upon the hierarchical position of agents. Seen from the top of the organization, the demarcation of a boundary may differ, show a distinct quality and fulfill different functions than if it is seen from the bottom. For instance, the boundary may appear from the top more blurred, because the organization failed to actually implement the “collective strategy” (Astley & Fombrun 1983) formulated by top management.

Most prevailing theories of organization which explicitly address the issue of (organizational) boundaries focus on only one or two of these phenomena on only one or two levels of boundary management. For instance, transaction cost economics analyzes formal (contractual) aspects of coordination (Williamson 1985) while ignoring informal practices. Moreover, it only looks at these issues with respect to resource usage and costs. The resource dependence theory emphasizes the actual control of resources and specifies the organizational boundary where “the discretion of the organization to control an activity is less than the discretion of another organization to control that activity” (Pfeffer & Salancik 1978: 32). Thus, it focuses on power aspects of boundary management but neglects inter​pretative and normative issues. 

This is in sharp contrast to new systems theory as developed by Niklas Luh​mann (1995) which, in the main, highlights the sense-making and communi​cative aspects of boundaries and downplays issues of power and control. But such issues are significant in the management of intraorganiza​tional, organi​za​tional and network boundaries.

Structuration theory, in contrast to most other theories of organization, is able to integrate these issues (see Fig. 2) on all levels of analysis. This is made possible by the duality of structure which emphasizes the simultaneous impor​tance of cognitive, normative, and power aspects of all organizational and inter​organi​zational life. It also addresses the recursive interplay between communi​ca​ting about boundary issues, sanctioning boundary role behavior and power​fully intervening in boundary spanning and other boundary-role related activities on the one hand, and the prevailing rules of signification and legitima​tion as well as of resources of domination.

Fig. 2 : An Integrative Perspective: Structuration Theory
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4. Managing Organizational Boundaries – The Case of the SEAA Network

Several hundred firms operate at this major European airport. Including the South European Airport Authority (SEAA), 
 which – in sharp contrast to U.S. and British airports – still is a vertically integrated firm, these firms employ several tens of thousand people. About one tenth of these firms belong to a network which is strategically led by SEAA. These include several major airlines (the main customers of an airport authority), including several which use the airport as a hub; four firms engaged in the development of key technologies for the operation of the airport; and several service providers in the area of logistics. They have rather com​plex and long-term network relationships with the SEAA which are characterized by intensive knowledge transfer, co-specialized assets, and reciprocal dealing. Several of these relationships are safe-guarded by long-term contracts and co-specialized assets.

During the last years, some of these network firms have even set up firms joint ventures together with SEAA. Fig. 3 shows an image of SEAA’s inter​firm net​work and highlights the dyadic relationship under investigation: that between SEAA and AERO, that is one of the airlines which uses the airport as a hub.

Fig. 3: Detail of the network of service firms strategically led by SEAA


Looking at one network relationship – the one between SEAA and its main custo​mer, AREO – more closely reveals the boundary issues summarized in the activity matrix (see, once again, Fig. 1). One of these issues, namely the tensions and contradictions between formal and informal boun​daries will be discussed in some more detail (for the other issues, see Sydow & Duschek 2000).

A contractual agreement between SEAA and AERO allows the airline to use a major part of one of the airport’s terminals exclusively. The resulting demarcation of the boundary, however, is not as clear as one might think. Rather, it is the con​tin​gent result of agents’ mutual, recursive and practical reference to rules of signification and legitimation and to resources of domination which charac​terize either their organization or more comprehensive social systems (such as the network of service firms or the entire organizational field). The everyday inter​action in which the agents of the two organizations refer to these rules and resources, and reproduce them, turns the codified boundary into a practiced boundary. In some instances, this process of boundary constitution is amazingly intricate.

Because of the spatial restrictions at the airport, the airlines more or less accept that SEAA acts as a monopolist when it directs the incoming aircrafts to its scheduled terminal positions once they have entered the runway. These positions often change immediately before landing, and are not sufficient in number anyway. Obviously, one change triggers others. While the airport authority has been quite capable in handling the demanding scheduling task, the contract allows AERO to position its aircrafts on its own. This exemption from the rule is possible because, since the signing of the contract, AERO has a well defined part of one of the terminals at its disposal. Therefore, a part of the tower in which SEAA’s positioning experts are situated has been reserved for AERO personnel. However, in this part of the room, the computer terminals have never been used by airline: “Nobody of AERO has ever showed up so that we still do this job for them”, comments one of SEAA’s experts. The seemingly clear, contractually agreed and spatially symbolized boundary seems to be blurred in practice.

Paradoxically, this breaking of the codified rule and the deviation of the practiced boundary from the formally agreed upon boundary ensures the functioning of both organizations, although the reasons given for this practice differ, to some extent at least, between SEAA and AERO. Within SEAA, the belief is that an effective positioning of aircrafts can only be performed when the task is left in “one hand”. The violation of the contract in this is accepted and legitimized by this organizational rule of signification and legitimation. If it were not accepted, the task would be carried out in a way which is probably not only less satisfactory for AERO but, due to the complexity and interdependence of this scheduling task, for all other airlines as well. Through the accepted violation of a codified rule SEAA stabilizes its role as “master of the house” – despite the more intensive customer integration of AERO. The rule’s violation, therefore, does not only keep in limits but constitutes, at least to some extent, these limits.

For AERO (as well as for the other airlines) this praxis at the airport contributes to the image of it being a provider of perfect high-end services, for it is not engaged in low-prestige ground handling activities and, most importantly, not held responsible for delays. The rule violation which seems to lead to an opening of SEAA’s organizational boundary in fact provides SEAA with an increased flexibility for interactions that fit the situational demands. In addition, following the formal rule (e.g., delays, increase in minimum passenger transfer time) would affect SEAA in a more negatively than the airlines. 

Thus, the boundary management of both organizations, SEAA and AERO, is based upon both, following as well as violating rules, and is characterized by the inclusion of the excluded. Formally, the positioning of AERO aircrafts clearly does not belong to the tasks to be performed by SEAA. In practice, how​ever, both organizations tend to include this task in their domain, and accept silently the associated rule, rather than refer to the formal rule.

This process of accepted violation of formal rules is not at all – sic! – boun​daryless. Due to their inherently contingent character system boundaries open up options for interaction, as shown above. The actual actions are, neverthe​less, not arbitrary. For instance, the intention of the management to keep the two organizations, despite some rapprochement, distinct entities with clear social identities excludes some of these options. The fact that SEAA’s manage​ment is aware of the allocative and authoritative resources of AERO, its major custo​mer, excludes other options. The anticipation of this power, together with network norms and views, constitutes the tensions and contradic​tions between autonomy and dependence, freedom and coercion, opening and closing. Thus, the accepted violation described above is a structural property of the boundary management of both organizations connected by a rela​tion​ship which, to some extent, lacks boundaries. The absence of boundaries with respect to some actions does not exclude the maintenance of clear and rather impene​trable boundaries with respects to other actions.

5. Conclusions

The interpretation of the case, at least from a structurationist per​spective, yields four conclusions. These do not only underline the explanatory potentials of structuration theory as a theory of organization (and inter​organizational networks) in general, but as a theory of boundary management in particular. As a theory of boundary management, structuration analysis also offers implications for practice.

(1) Interfirm networking does not lead to the dissolution of firms, but – to the contrary – insures their continuation. As implied by the notion of inter​organi​zational networks, organizational boundaries continue to exist in this form of economic activity, although they tend to be blurred.

(2) This also implies that managing system boundaries will become an increa​singly reflexive task in network management. Managers will be concerned with the opening and closing of organizational boundaries. In addition, and depending upon the degree of systemness of the network, managers also have to consider intraorgani​zational and network boundaries in the light of the duality of structure, i.e. the process of repro​ducing and eventually changing boundaries.

(3) Managing boundaries can be conceptualized as a process of recursive con​sti​tution in the light of struc​tures of signification, legitimation and domi​nation. In this process managers and other boundary personnel intentionally and re​flexively refer to rules of signi​fication and legitimation as well as to resources of domination at different levels: departmental, organizational, network, and organizational field. They thereby reproduce and – eventually – change these structures.

(4) The structures to which agents routinely refer in this process are responsible for the limits of (reflexive) boundary management in interfirm networks. More specifically and as the SEAA case demon​strates but could not be discussed here (cf. Sydow & Duschek 2000), the history of an interorganizational relationship or an organizational boundary, its embeddedness in a more complex net​work of relationships, and the often unintended consequences of action, strongly limit the possi​bilities of reflexive boundary management.
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� The data were gathered in 37 semi-structured interviews at four major European airports. Among the inter�viewees were top and middle managers, work representatives, and internal as well as external experts. Most of the interviewees were involved in issues of boundary management, although only some of the top managers had started to think of an airport authority and its parters as parts of an interorganizational network.


The assistance of Dörte Best, Günther Ortmann and Stephan Duschek in collecting and interpreting the data and, finally, in writing this paper was invaluable. Thanks also to Udo Staber and Arnold Windeler for their valuable comments on an earlier draft of this paper.


� In order to guarantuee anonymity the name of the airport authority and those of other network firms have been changed. For the same reason, some data have been distorted or omitted, without altering the interpretation.


� For instance, SEAA has always been and still is protective of its interorganizational independence and its distinct, organizational identity vis-a-vis regulatory agencies which suspiciously observe the relation�ship of airport authorities and those airlines which use the particular airport as their hub. 
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