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Abstract

This paper contributes to the literature on orgational change by examining organizations as sagitties
embedded in inter-organizational networks. In casttwith extant research that focuses on macro@mnviental
and internal factors to explain organizational ggnwe put forth the social network surrounding fiha as a
major driver of any change process. Specificalle examine organizational change as driven by the
organizations’ positions and relations in an intgamizational network, and advance a set of theiiyen
propositions on innovation, imitation, inertia, sttural equivalence and structural positioning. ©anceptual
discussion demonstrates that inter-organizatioretworks are important in complementing the macro-
environment and internal organizational factors tfee study of organizational changes. We concluidb &
discussion on normative implications for organizas and avenues for future research.

Key words: organizational change; social networks.
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Introduction

Organizational change has long been consideredtésst® understanding the dynamics of
organizations (Aldrich, 1999). Organizations chatmeaugment and leverage their competencies and
update possible competitive advantages (Greenwobithgs, 1996), especially when facing intense
competition. Organizations also change to adjusthtanging conditions in the environment. How
firms deploy their strategies to react (adjustfmundertake a pro-active action is one of the @ci
strategic management research. For instance, fimag acquire other organizations to access
knowledge not yet held (Ferreira, 2005), enter amoalliance to access new markets (Contractor &
Lorange, 1988) or generally seek new opportunitegond their immediate competitive landscape
through network forms of organization (Gulati, 1992998).

The extant literature has examined how environnhefdators, such as the societal
demographic, technological customer demands, econdegal and political situations and internal
conditions, such as personnel decisions and orgimiml strategy, affect the initiation and
implementation of organizational change (e.g., (8krd991; Kimberly & Quinn, 1984; Tushman &
Romanelli, 1985). However, much less attention besn paid to the role of social networks in
organizational change, either as the actual triggéne change or for the input, information, exéesp
and so forth that they may bring in. By organizagélochange behaviors, we mean the organizational
activities associated with initiating and implemegtchanges, but also the outcomes of those changes
(see Weick & Quinn, 1999).

Organizations may operate change in many waysisnpper we focus specifically on the role
of the organizations’ networks — i.e., on the basgand social relationships that firms hold. Tlere
abundant research on the importance of social mksmor firms’ success (Dyer & Singh, 1998;
Gulati, 1995, 1998; Tenkasi & Chesmore, 2003), mode generally on a variety of firms’ economic
behaviors (Granovetter, 1985). These relationsfops structures that are capable of influencing
firms’ behaviors, including organizational chands; promoting or constraining their access to
information, physical, financial and social resasc such as legitimacy (Baum, Calabrese, &
Silverman, 2000; Granovetter, 1985; Mohrman, Tehnka®ohrman, 2003).

The firms’ social networks may be a major drivendasimilarly a major barrier, of any
organization change process. For instance, Tushamwh Romanelli (1985, p. 177) noted that
“networks of interdependent resource relationshipd value commitment generated by its structure
often prevent its being able to change”, suggedtiagan organization might be bound by other firms
expectations and needs. Some scholars have sthdiedinterorganizational relations influence
organizational learning and innovation (Powell, K& Smith-Doerr, 1996; Shan, Walker, & Kogut,
1994), but change encompasses more than justrigaidotwithstanding, existing research falls short
of clarifying the role of the firms’ social netwarfor change endeavors.

In this paper, we examine the influence of theadawtworks on a focal firm's change behaviors
by synthesizing the literature on organization geaand on social networks. Specifically, we put
forward the argument that the position and relatieparticularly, connectedness, density, centratit
structural equivalence - of a firm in its networlllvaffect the firm's change behaviors. The social
network in which a focal firm is embedded eithengtoains or facilitates the firm’s access to resesy
information, legitimacy and power (Aldrich, 19798 1992; Granovetter, 1985; Gulati, 1998; Rowley,
1997). In short, we contribute to the current ustderding of the importance of social networks to
initiate and operate organizational change, compigimg the more frequent approaches based on an
internally driven process or as the outcome of deo@xternal environment influences.

This paper is structured as follows. First, we eawvthe literature on organizational change, then
on social networks. Third, we examine how netwarley influence organizational change behaviors
and develop a set of theory-driven propositions. taclude with a discussion, implications for
theory and practice and pointing out avenues faréuresearch.
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Organizational Change

Organizational change may be analyzed from manjeangollowing Damanpour (1988), we
conceptualize organizational change as includingqiyyntypes of change, such as technological,
administrative, strategic, and so forth. For ins&rbehaviorists study how employees’ cognition and
behaviors constrain organizational change (e.g.rsie 1989; Greve & Taylor, 2000), and
institutionalists emphasize how institutional normmaintain the stability of organizations (e.g.,
DiMaggio & Powell, 1983; Hannan & Freeman, 1984pnitheless, understanding how firms change
requires the understanding of the underlying chapgeess (Pettigrew, Woodman, & Cameron,
2001). Weick and Quinn (1999) refer to the proaassrganizational change as encompassing three
stages: the initiation, implementation and outcafehange. We briefly review these three stages.

Theinitiation refers to the causes, or triggers, of organizatiohange. Huber, Sutcliffe, Miller
and Glick (1993) found five triggers of change: thacro-environment — such as those emerging from
shifts in the economy, politics, technology or dgmaphy —, performance, characteristics of top
managers, structure and strategy. More recentlywesand Taylor (2000) explored the role of
innovations in catalyzing organizational change.rddwer, the initiation of change should be
examined as to whether it is episodiepisodicchange is mainly driven externally (Romanelli &
Tushman, 1994; Tushman & O'Reilly, 1996) — or contius -continuouschange is caused by
organizational instability and alert reactions tailg@ contingencies (Brown & Duguid, 1991;
Orlikowski, 1996). We add to these causes thatfitines’ social networks are a likely initiator of
change.

The implementation refers to the process of carrying out organizatiarhange. Firms may
face some degree of inertia, or inability, to cteag rapidly as the environment (Pfeffer, 1997) and
extant research has attributed different motivestat inertia, such as the deep structures (Qersic
1991) that, among others, refers to the organizatind the activities that guarantee the firms’
existence. An important barrier to change is theniily or culture of the organization, which will
require a minor (first-order change) or major (setorder) change in the cognitive structure
(Bartunek, 1993). Other sources of inertia incltiie routines (Gioia, 1992), top management tenure
(Virany, Tushman, & Romanelli, 1992), identity mi@nance (Sevon, 1996), culture (Harrison &
Carroll, 1991), complacency (Kotter, 1996), indtdgnal norms (DiMaggio & Powell, 1983) and
technology employed (Tushman & Rosenkopf, 1992)e Torks by Levitt and March (1988),
Leonard-Barton (1992) and Miller (1993) denote hawource of inertia may emerge from possible
competency traps for organizations that have beenessful and are less focused on observing the
signals they need for change. Perhaps more fundah@e the internal constraints that hinder change
or, as Romanelli and Tushman (1994, p. 1144) pwrganizations may resist change because they
consist of a “system of interrelated organizatiopaits that are maintained by mutual dependencies
among the parts and with competitive, regulatory sathnological systems outside the organization
that reinforce the legitimacy of managerial choittet produced the parts”.

To overcome inertia and proceed with the implentesriaof change, some form of intervention
or trigger is needed. Unlike episodic change, cuatiis change requires a somewhat different form of
intervention in the form of redirecting of what aready underway (Argyris, 1990). However, to
implement change, and most notably radical chafiges require financial, informational, physical
and human resources (Aldrich, 1999). In an isoléted the resources are either derived from within
(Barney, 1991) or procured from markets (Williamsadt985). In contrast, in a networked
organization, the resources might be obtained tltmmetwork partners.

The outcome of organizational change is the effect of charfger. instance, it may refer to
whether a new technology replaces or only adjustsystems in an organization. The outcome may
be evaluated in terms of an improved likelihoodsofvival, growth or the firm’s profitability post-
change. Notwithstanding, not only will the implert&tion process impact the outcome of the
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organizational change, but also holding the reguresources and prior experiences of change will
facilitate the change.

To sum up, the phases of the change process atioitj implementation and outcome - are
central to studying organizational change behavamié are fundamental when it comes to discussing
the influence of the social network on organizaiothange. In the following section we define and
discuss organizational social networks, providimgne general principles and concepts of social
network analysis.

Social Networks

Organizations are embedded in a wider externalrenwient that shapes how and what
organizations do (Aldrich, 1979; Scott, 1991). Salstudies have described how firms are engaged
in networks of relationships, for diverse purposger instance, the resource dependence theory
proposes that organizations are not self-sufficeamd need to engage in interdependent exchanges
with other agents in their environment (Pfeffer &l&hcik, 1978). The institutional theory suggests
that institutional norms greatly constrain orgatimaal behaviors (DiMaggio & Powell, 1983; Hannan
& Freeman, 1984; Meyer & Rowan, 1977). The literatan strategic alliances advocates that firms
form alliances with suppliers, distributors, barmksl competitors to gain access to such resources as
capital, information, knowledge, technology, soe@atlorsement and legitimacy to create and maintain
a competitive advantage (Gulati, 1995, 1998; Stioang, & Hybels, 1999; Walker, Kogut, & Shan,
1997).

In this paper, we follow Lauman, Galaskiewicz andritlen’s (1978, p. 458) definition of
social network as

a social system in which a finite set of organmadi (e.g., suppliers, distributors, financial
institutions, universities, governments) directlyindirectly connect to each other by various
social relationships (e.g., strategic alliancegriaicking, personal relationship, affiliation) and
whose structural pattern will constrain or factiéanember organizations’ behaviors through
various mechanisms (e.g., information flow, knowjedharing, resource complementary).

A social network is thus a social structure comdoskfirms or individuals that are connected
in specific patterns and are interdependent. Tlh@akaetworks research examines relations among
organizations and argues that organizations’ ecambehaviors are embedded and dependent on their
social relationships (Aldrich & Whetten, 1981; Goaatter, 1985; Mizruchi & Galaskiewicz, 1993).

There is little insight to be gained in restatihgttnetwork or inter-organizational relationships
are a vital part of the environment for modern aigations (Dyer & Singh, 1998; Kraatz, 1998; Park,
1996; Uzzi, 1996). It is also well understood thajanizational adaptation is crucial to succeghén
context of continuous, sometimes dramatic, enviremial changes. However, the effects that social
networks have on organization change are somewhatunderstood, although it seems reasonable to
sustain that inter-organizational relationshipsehawital influence on driving firms to change amd
how change is implemented (Kraatz, 1998; Mohrragal, 2003; Tenkasi & Chesmore, 2003; Uzzi,
1996). Moreover, the extant research has piledeexiel that most organizations are located in widely
differing networks of directly and indirectly lindeorganizations through a variety of relationships
with different purposes, and that the networks niy strategically managed and reconfigured
according to the firms’ life cycle and needs (FeareSerra, & Santos, 2010; Hite & Hesterly, 2001).
Two classic examples of these social networks@uad in the textile industry cluster in northeraiyt
and in the plastic moulding cluster in Portugal,eveh firms form complex links with each other
through a wide array of family and business retetjcsocial club memberships, and community ties
(Ferreira, Tavares, & Hesterly, 2006; Wassermara&sk, 1994).
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A focal firm needs to establish relationships withiltiple organizations to obtain resources,
institutional legitimacy, information, and so for(eee Gulati & Gargiulo, 1999; Hite & Hesterly,
2001). These ties connecting firms may take varifouss, from contractual agreements such as a
strategic alliances (Gulati, 1995; Stuait al, 1999) to the more informal personal relationships
(Macaulay, 1963) binding individuals and firms. Thetwork ties between organizations may
significantly influence the firm’s actions and oomees. Table 1 summarizes the main principles and
assumptions in social network analyses.

Table 1

Network Analysis Principles and Assumptions

Principles Assumptions

= Behavior is interpreted in terms of structural = Actors and their actions are viewed as
constraints on activity rather than in terms ofédnn  interdependent units.
forces within units.

= Analyses focus on the relations between units. = Relational ties between actors are channels for the
transfer of resources.

® Concerned with how the pattern of relationships * Network models focusing on individuals view the
among multiple actors jointly affects network network structure as providing opportunities fod an
members’ behaviors. constraints on individual actions.

* Analytical methods deal directly with the patterneds Network models conceptualize structure (whether
relational nature of social structure. social, economic, political, etc. as enduring patief
relations among actors.

Note. Source: Adapted from Rowley, T. (1997). Moving tvey dyadic ties: a network theory of stakeholdéuénces (p.
893). Academy of Management Review(4)2887-910.

Networks, macro-environmental and internal factors

In this paper we examine why social networks migfitence organization change. The social
networks are herein suggested to complement theoresawironmental and internal approaches in
explaining organizational change. These three a@ges highlight rather distinct change
mechanisms. The macro-environmental factors sugbastorganizations should proactively initiate
changes, such as innovations, to reshape theiretpdake (Tushman & O’Reilly, 1996). For example,
computer processor manufactures invest heavily &D Ro lead technological change and not be
overtaken by competitors. Moreover, firms shouldoahttempt to predict the future direction of
environmental shifts and react proactively (Po#eSilver, 1991) to reduce potential negative effect
caused by discontinuous, or radical, environmecitanges. On the other hand, the internal factors
suggest that organizations focus on addressingaitstructures, including cognitive or culturalesn
and procedures to facilitate organizational char@=ssick, 1991; Woodman, 1989). For instance,
organizations need to develop an organizationgurilthat embraces change and deploy flexible
organizational structures to embrace adaptability.

The social networks analysis recommends that orgdons develop ties to other firms in a
network to make the most of their positions andtiehs (Gulati & Gargiulo, 1999). At least to some
level, firms seem to be better at constructing pachaps at manipulating their networks than at
dealing with macro-environmental shifts. For exapilite and Hesterly (2001) argued that firms
strategically redesign the composition of theimaeks to fulfill resource needs, when moving from
the emergence to the early growth stage. Batinal. (2000) found that start-ups configure their
networks to provide efficient access to diversernmiation and capabilities with minimum costs of
redundancy, conflict and complexity. These studiaggest that network members are possible
contircee of a varietv of nhveical <ocial finanaaH market recolircee We <iimmarize <come of the
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main differences between the three approaches lileTA The differences highlighted in Table 2
partly explain why the study of social networks Iwirovide somewhat different prescriptive

implications for organizational change.

Table 2

Contrasting Macro-environmental, Internal and the Social Network’s Influence on Organization
Change

Dimensions Macro-environmental Internal Inter-organizational

Level of analysis

The role of
organizations in
response to changes

The scope of influence

Change mechanisms

Representative studies

Macro-level

Organizational, group,
individual level

Organizational network

Organizations respond Organizations have completeThe degree of control that
control over internal changesorganizations have over

passively to
environmental changes

in terms of radicalness,

without too much latitude frequency and duration.

to manipulate
environments.
Notwithstanding,
organizations can
reasonably predict
environmental changes
and take proactive
actions.

Changes in macro-
environments usually
have an impact on the
wide range of
organizations, for
example, an industry.

Change is initiated by
macro-factors that lie
outside of the
organizations’ control.
The influence will be
directly felt by
organizations. Some
changes will diffuse
through
interorganizational
interdependence.

Huberet al. (1993);

However, outcomes of

changes initiated inside

the network depends on
their positions and

internal changes also dependelations in networks.

on external factors.

Internal changes generally
have a direct impact on
organizations’ subunits.
Without the existence of

Changes taking place
inside a network will
mainly be confined

within the network. The

interorganizational ties, theserange of influence

changes will be confined
within organizations.

depends on the whole
configuration of the
network. An
organization’s position
and relations in the
network define how
much influence it can be
subject to.

Organizations usually initiate Two types of change

organizational change by
themselves and implement

change in a top-down fashion.

Administrative power plays
an important role.

Gersick (1989); Schein

Romanelli and Tushman (1996); Morrison and

(1994); Tushman and

AN el A CNO N

Milliken (2000)

mechanisms:

o Possibility to change

a. Imitation

b. Diffusion

c. Resource accessibility

d. Diverse and new
information

e. Power leverage

e Pressure to change
a. Interdependence
b. Division of labor

Powellet al. (1996)
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Therefore, the networks are likely to be changgaiting triggers on a more regular and
continuous base than external and possibly intdawabrs. Networks often exert coercive collective
pressure impelling the organization to adapt. Pattlat is because network relationships create
interdependence among organizations (Park, 1986firras compromise autonomy in exchange for
access to some sort of strategic resources (Feeeml, 2006; Hite & Hesterly, 2001). Moreover,
changes in one organization may lead tioeino effectin a network, and the more so the stronger
and denser the ties connecting firms (Tenkasi &Biwe, 2003).

The Role of Social Networks in Organizational Chang

How do organizational networks influence the ititin, implementation and outcomes of
change? In this section we discuss five ways irctwsbcial networks influence organization change:
innovation, imitation, inertia, structural equivaé® and structural positioning.

Innovative dynamism and change: looking at connectiess

The density of a network is perhaps the most widsld construct of connectedness (Friedkin,
1984) and group cohesi®n(Blau, 1977) among network members. The densitthefnetwork in
which a firm is embedded is likely to affect chamyecesses. In denser networks there are more ties
among firms, and these ties serve as channelfidofaster flow of information concerning markets,
best practices and institutional norms (Meyer & Rawl977), innovation, technology, and so forth
(Tenkasi & Chesmore, 2003). Connecting tightly wathher organizations, a focal organization has
more channels to detect both the opportunitiestla@dnodifications occurring in its environment.

Innovative dynamism and access to new knowledgefea considered important triggers of
organizational change (Weick & Quinn, 1999). Poweldl. (1996) noted the importance of inter-firm
interfaces, particularly close and strong connestiin transferring tacit knowledge. In fact, thesg
ties perspective (Krackhardt, 1992; Uzzi, 1996 plases that frequent interaction, intimacy, traistl
reciprocity facilitate the flow of information arkchowledge resources among firms and may be better
suited for the change implementation process. P&86), using a resource-based view, stressed that
the transfer of tacit knowledge from other organares is critical for building a competitive
advantage. Brown and Duguid (1991), Porter (19Bdyyell et al. (1996) and Ibarra (1993), among,
others, have shown that interconnectedness plagiicl role in organizational innovation processe
adoption and diffusion. According to Park (1996,789) “the open-ended, relational features of
networks, therefore, greatly enhance the abilitfraosmit and learn new knowledge and skills for an
innovation”. Astley and Fombrun (1983) have notesavhiechnological innovations were carried out
mainly by a complex and wide range of inter-firmvmerks in the telecommunication industry. Shan
et al. (1994) found that the number of ties between-sipstand established firms is positively related
to their innovative output in the biotechnology ustty. Hence, it seems reasonable to suggest that
organizational change is fuelled by access to nppoxunities and resources, namely knowledge
resources, that feed innovations that are likelygtanore abundant in denser networks.

Proposition 1 An organization in a denser organizational nekwisr likely to have more
frequent innovations driving organizational change.

Imitation and change: sparseness and density of theetwork

The denser the network, the more likely it is that may observe more intensive imitation —
which is another mechanism potentially driving fiims to change. In other words, denser networks
may drive institutional conformity among memberaMBggio & Powell, 1983; Meyer & Rowan,
1977) and over time firms will come to increasinggsemble one another. In a study of mimetic

Nnrorocence Ralaclsioawnes anA \AWacecarman (10Q0)\ vEBrmmlae nnted that Aarcanizatinne in tha camaoa
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network mimicked one another’'s behaviors to gaigitimacy. For instance, using interlocking
directors may lead them to mimic each other (Hahifdc 1993), namely regarding corporate
governance practices, but arguably a set of proesdunnorms and organizational formats. The
importance of imitation is reflected in Sevon’s 969 pp. 60-61) statement that “every theory of
organizational change must take into account thetFeat leaders of organizations watch one another
and adopt what they perceive as successful stestdgr growth and organizational structure”. In
short, imitation in a network might be the trigder organizational change, as organizations have
access to and use each other as referents.

Membership in a network creates strong interdepsteldetween organizations, particularly
when strong ties exist and will pressure orgarirestito change in line with other organizations.sehe
are isomorphic pressures whereby organizations termbme to resemble each other over time. A
stronger density of connectedness facilitates fionsnderstand the purpose and what needs to change
(Cook, 2001) while improving the odds of the imptartation itself and of success (Krackhardt, 1994)
In short, by connecting with other organizations,caganization is subject to not only the changes
initiated by itself but also to the changes indthby other organizations (Aldrich & Whetten, 1981)

In a richly joined system, the frequency of changéklikely be higher and any external influence
that has a disturbing influence on one link of flygstem might eventually affect the entire chain of
links, due to the large number of links through ethoutside events flow into the chain.

Proposition 2 An organization in a denser organizational nekwisr likely to experience
change through imitation more often than an orgditn in a sparser network.

Inertia and change: interdependency among firms

Interdependency among subunits is a main souréeedfia against change (Porras & Silver,
1991). The discussions on alignment (Pfeffer, 1988)figurations (Miller, 1990) and cultural inerti
(Tushman & O'Reilly, 1996) offer some insights intiois line of argument. When interrelations
among firms are abundant (or dense) and stromgll ilake a larger intervention to realign them.

Firms do not exist in an isolated world. In a denséwork, hazards in a firm may bear a
negative impact on other network members. It igljikthat the social norms of the network may
pressure a firm to follow other firms’ changes dunldill the others’ expectations (Gersick, 1991). |
addition, the larger information and communicatitannels among network members will expose the
firms to new strategies or management practices log®ther organizations, increasing the likelihood
of imitation. In contrast, organizations in sparsetworks will be moresolated and hold less
abundant channels for communications and diffubigth within and across the network and will not
endeavor to imitate either these pressures or n@dance of opportunities stemming from other
organizations.

The density of the network is likely to affect thduration of organizational changes.
Organizations in denser networks are more interectenl and interdependent, whereby an eventual
change in an organization will also influence otbaganizations with which it is tied. For example,
the introduction of a new product by a firm willgiére adaptations by the suppliers (e.g., prodactio
facilities) and the sellers (e.g., marketing sgas). Thus, changes in one firm will likely have
implications for other firms up - and down-wardstive value chain, requiring connected firms to
make complementary changes. Hence, in a netwoykpeganizational change is imprisoned by the
partners’ ability to accompany change. Thus, inseeeasonable to suggest that a change in a focal
organization will take longer to implement when aged in a network. Indeed Simon (1962) argued
that it takes longer for a system with a strongwoet of links between elements to reach a stable
state.

Proposition 3. An organization in a denser network is likelytéée a longer period of time to
implement and complete change than in a sparseriet This period will be longer the higher the
interdependence among the firms in the network.
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Structural equivalence and change: a matter of sinarity

Structural equivalence, also referred to as strattsomorphism (Winship, 1988), occurs when
two (or more) actors have identical ties to andrfrall other actors in the network (Borgatti &
Everent, 1992; Wasserman & Faust, 1994). It ishlikbat in a network some firms occupy similar
structural positions due to the complex intercotinas we have discussed. It is thus probable that n
only the organizations’ structural positions infige their behaviors, but also that structurally
equivalent organizations behave similarly. Foranse, evidence for similarity of behaviors is found
in Coleman, Katz and Menzel's (1957) conclusiont tvile a physician is likely to adopt and
prescribe a new drug using information gathereanfrmanufacturers and published studies, the
likelihood increases once he is aware that othesiplans have already adopted that same drug.
Kilduff (1993) also found that people in structlyakquivalent positions tend to have similar
perceptions.

Firms in structurally equivalent positions may m@#ve each other as similar and act similarly.
Several studies have argued that social positiareh sas structural equivalence drive social
homogeneity (e.g., Burt, 1987; Hartman & Johns®90). Following this line of argument, we may
suggest that if one firm adopts a new course abrca different strategy, an innovation, and sthfo
its structural equivalents are likely to behavenisgphically, taking identical actions. A general
proposition may thus be formulated as:

Proposition 4. An organization’s actions for change are likadybe influenced by those of a
structural equivalent to others operating in theesaetwork.

Structural positioning and change: firm’s centrality

The structural positioning of the firm, namely tbentrality (Freeman, 1979), in the network
matters. Positioning refers to the location of aafo‘actor” relative to other firms in the network
(Wasserman & Faust, 1994). According to Ibarra 898he position of an actor, be it an individual o
an organization, determines its status, the exikimvolvement in relationships and its visibility the
others. Burt (1992) argued that different positiona network provide different degrees of access t
and control over, valued resources.

An organization’s centrality is a core constructsinuctural positioning. Centrality has to do
with how close a focal actor is to all the othetoag in the network. An actor is central if it isvdlved
in communication between other two actors (FreemE®19). Central organizations serve as
communication channels between organizations teamsf resources, information and clients
(Aldrich & Whetten, 1981). As Aldrich and Whettet®g1, p. 397) stated “organizations in a central
position have easy access to information aboutngiaténnovations and by manipulating the flow of
information, as well as exerting influence, caredirthe allocation of a population’s resourcesrin a
innovative direction”. The central firms broker tilformation flows (Wasserman & Faust, 1994) and
the centrality provides its holder with more accéssupdated information concerning external
environmental changes. Moreover, central orgaminathave the most ties to other organizations in
the network and are recognized by others as a nehjnnel of relational information. In contrast,
peripheral actors are not as active in the relatiprocess (Wasserman & Faust, 1994).

The central organizations have access to a vaoietgsources pooled together by the network,
which provide them with more chances to innovatentiperipheral organizations (Ibarra, 1993).
Moreover, the position itself exerts some pressur¢he central organization to change if it wistees
maintain a competitive advantage. Due to the bnoadeess to information, it is more likely that the
central organization will accurately predict théufe directions of environmental shifts and be able
proactively adapt. Porras and Silver (1991, p. &éted that: “creating a better fit between the
organization’s capabilities and its current envinemtal demands, or promoting changes that help the

Arnanizatinmn +ta hattar fit nradicrtad fiitiire any 7ywrmomnte?”
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Proposition 5. A more central organization is likely to changerenfrequently than a less
central organization.

The central actor is the pacesetter, and it idylikeat the central firm initiates change. In some
instances the central firm is the referent modat tthers imitate (Haveman, 1993). Due to its abntr
over information and physical resources, the ckoptganization has more power to coordinate other
organizations that are interdependent on each ¢(Bfieffer & Salancik, 1978).

In addition to accessing more resources, which keélp the central firm change frequently,
firms may draw some power by occupying central tpmss (Mizruchi & Galaskiewicz, 1993). The
environmental shifts carry uncertainties and rila are to a large extent have to do with the tfaat
there is limited information about them. An arguineould be made that firms in firms in the
periphery could actually start adopting the incretabchanges and as these prove their effectiveness
they could then be passed on gradually to the beighg units (Krackhardt, 1997; Tenkasi &
Chesmore, 2003). However, it is more likely thainf that access more information and resources are
better able to predict the future direction of djes) possibly being able to proceed with implenmgnti
both smaller incremental changes to continuousipkgace with environments and the larger-scale
changes that encompass multiple systems of thenizegion. These changes are more likely to be
successfully implemented by central, rather thaipperal, organizations.

Proposition 6. A more central organization is likely to changerensuccessfully than a less
central organization.

Discussion and Concluding Remarks

We have noted that social networks influence ogitins’ change behaviors in many respects.
Organizational change may be scrutinized throughroaanvironmental, internal and also network
factors. Focusing on inter-firm relationships maglg refreshing explanations for organizational
change. The normative prescriptions for practitienasing a network perspective are likely to
complement those prescribed by a focus on the meorvonmental and internal organizational
factors.

Studying the impact of social networks on orgamizet! change might be extended in a number
of important ways. For instance, future researcly seek to delimit the boundaries of a network to
better understand which firms have more influencewy change process, and which firms are most
influenced by another’'s actions. How are firms iadily connected to the source of change
influenced? Furthermore, for simplification purpesee did not delve deeply into hybrid governance
forms, such as joint ventures, equity-based sti@tdjances and interlocking directorates. However
examining these types of inter-firm interfaces rhajp account for imitation, inertia and who firms
use as referent others.

The examination of constructs such as density ptralty of organizations in a network may
be improved upon when we include the types of thet bind firms. The most widely studied
characteristic of ties is strong/weak ties. Thergith of a tie is given by “a combination of thecamt
of time, the emotional intensity, the intimacy (ionait confiding) and the reciprocal services which
characterize the tie” (Granovetter, 1973, p. 13&hg strength of a tie may be also determined by th
frequency of interaction among firms and, more ingnaly, that firms connected by strong ties tend
to be similar in various ways (Granovetter, 1973yéiman, 1993; Lorrain & White, 1971). Friedkin
(1984) and Collins (1988) noted that a network ttiglsonnected through strong ties would create
homogeneity among members, whereby organizatiomdeas prone to seeking and receiving new
information from outside the network. These orgations are probably lee less likely to initiate
change, and will be more isolated from other fif@sllins, 1988).
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Future research might even observe how organizdtiohange may vary concerning the
magnitude and scope (Gersick, 1991) of changep tiotv fundamental an organizational change is
and to what extent the activities, structures, sndorth, post-change differ from those previously
established (Watzlawick, Weakland, & Fisch, 1978bme scholars have distinguished between
incremental and radical change to reflect that eviicremental change is manifest in small and
gradual adjustments, which consist essentially afations on the same theme (Nadler, Shaw, &
Walton, 1995), radical change entails a substantial depgrtivergence, revolution (Weick & Quinn,
1999), quantum change (Miller & Friesen, 1984)ransformation (Porras & Silver, 1991). While the
radical changes tend to involve the entire orgditma often leading to the shattering of the
established pattern of behaviors, the incremeihi@hges are small in magnitude, narrow in scope, and
do not change the structures of the firm (Gersi®@1).

An additional avenue for future research could edhto the nature of the network, whose
impact on any change process may be non neglidgitlis. could involve, for instance, exploring the
strength of the ties binding firms, cohesion angtirthe purpose of the network, and so forth.riefp
it may not only be the network but the type of natwor other characteristic that is idiosyncratc t
the network that comes into play when we assesithence of social networks on organizational
change.

How radical an organizational change is, is centoaldescribing organizational dynamics
(Tushman & Romanelli, 1985). The radicalness ofdhange will likely influence the outcome of the
change, and it seems reasonable to suggest that thét endeavors and implements radical changes
more appropriately will likely outperform competiso Future research might explore whether an
organization in a denser network will be more hkid experience radical change than an organization
in a sparse network.

We have contributed to the theme by establishiagtaf propositions on how networks impact
organizational change. By observing the organin&imetwork we are able to place it in its social
milieu. For practitioners, we have suggested thas ifundamental to build the firm's network
strategically. The network is likely to be the paim driver of the ability to change, whether adagpti
or responding pro-actively to environmental shifgms need to invent, learn, adapt to customers’
demands, become more efficient and provide highality goods and services if they wish to
succeed.

To conclude, social networks seem to matter whenorites to organization change. The social
network members are vehicles for the flow of aetgrbf social, physical and financial resources and
information. The network members are also closesther firms that seek to imitate them, but they
also form a protective womb that leads to inertid &he inability to proceed with change. Whatever
the specific mechanisms considered, the social orktwn which a firm operates is a fundamental
driver of organizational change.

Received 24 March 2010; received in revised form 18sugust 2010.

Note

! Actually, density only reflects the number of raships (or ties) that exist among a set of orzgtions in the network,
without disclosing details on the nature of the (/asserman & Faust, 1994).
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