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Introduction 

Understanding organization change is, today, a 
central question within organization theory. It was 
not always so. Prior to the 1970s, change was rarely 
an explicit concern. Instead, most perspectives on 
organizations assumed chjlllge per se to be of mod
est importance and n~ particularly difficult to 
accomplish. Partly, lack of concern with change was 
because organizational contexts and strategies were 
relatively stable, making change unnecessary. 

Today, it is commonplace to note that the volatil
ity of changes confronting organizations has dra
matically increased. Consequently, greater attention 
is given to understanding two kinds of change. First, 
there is the traditional concern with how organiza
tions can remain flexible and adaptive, constantly 
adjusting to shifts in market opportunities. The 
second concern is variously labelled 'radical', 'arche
typal', 'divergent' or 'quantum' change and focuses 
upon whether, and how, an organization can move 
from one organizational form to another. This 
chapter is concerned with radical change. 

Prior to the mid-1980s, theories of radical orga
nizational change were rare, if non-existent, with 
the exception of the organization life-cycle model 
(Greiner 1972; Kimberly and Miles 1980; Quinn 
and Cameron 1983). Most theories of change were 
about organizational development or organiza
tional adaptation. Organizational development is 
about improving an existing organizational form 
and focuses upon processes inside the organization, 
emphasizing team building, inter-personal commu
nication and facilitative management (cf, Burke 
2002). It fits more comfortably with change por
trayed as flexibility. 

Despite the absence of formal theories, we still 
learned about change, but from within the basic 
perspectives of organization theory. Structural
contingency theory, resource-dependence theory, 

institutional theory, population ecology theory and 
so forth each said something about change. Section II 
reviews these theories and their contribution to our 
understanding of change. The intention is to outline 
the theory, not provide a detailed and comprehen
sive review. One organization theory - network 
theory - does not neatly fit this historical ordering 
because it did not really develop until after our piv
otal date of the mid-1980s even though its origins 
were earlier. Nevertheless, we include it in Section II 
because it more closely resembles the stance of the 
basic theoretical perspectives in that it is not per sea 
theory of change. 

We note two shifts in emphasis from the 1960s 
through the 1970s. The 1960s imagined change as 
non-problematical. Structural-contingency theory 
and strategic choice theory, the early dominant 
approaches, hardly discussed change and assumed it 
would happen when necessary. The behavioural 
theory of the firm took a less sanguine stance, but 
still emphasized organizational adaptation. Towards 
the late 1970s, change became seen as problematical. 
Resource-dependency theory, configuration theory, 
institutional theory and ecological theory, each 
highlighted obstacles hindering change. There was 
also a shift in focus from the organization to popu
lations or networks of organizations. These later 
theories outlined how the embeddedness of organi
zations in their contexts ('fields') seriously impeded 
organizational change. From about 1977 onwards, 
then, organizational theories portrayed change as 
problematical and adopted an inter-organizational 
level of analysis. In an important way, however, the 
theories differed. Structural-contingency theory, 
institutional theory and ecological theory saw orga
nizations responding to contextual dynamics. 
Organizations were reactive, environments determi
nant. Resource-dependence and strategic choice 
theories emphasized how organizations could 
shape, even dominate, their environments. 

The shift in level of analysis from the organization 
to the field raised a very different question about 
change. Most studies of change frame the question 
as whether and why an organization can change 
organizational forms. However, there is another 
question: what determines the choice-set of organi

zational forms? 
From the mid-1980s, freestanding theories 

of organizational change appeared. Some, such as 
punctuated-equilibrium theory, began with an over
all framework, albeit in skeletal form. Later work then 
filled in the framework, elaborating its component 
stages and dynamics. Other theories, such as neo
institutional theory, were constructed retrospectively 
from studies that aggregate into a theory of change. 
Section III looks at three theories of change, roughly 
in the order in which they appeared: punctuated
equilibrium theory, continuity and change theory 
and neo-institutional theory. All three show debts to 
the theories reviewed in Section II. 

Theories of Organizations: 
1960-1985 

Structural-Contingency Theory 

Structural-contingency theory (SIC theory) evolved 
from two sets of studies, each a response to Weber's 
analysis of bureaucracy. One set explored whether 
bureaucracy was the universal, rationally efficient 
model. These studies showed the bureaucracy to be 
'contingent' upon task uncertainty and organiza
tional size (e.g. Burns and Stalker 1961; Woodward 
1965). The second set (e.g. Pugh et al. 1969) ques
tioned whether the component dimensions of 
bureaucracy are characteristic of all formal organi
zations, or whether multiple configurations exist. 
Both sets of studies concluded that there are multi
ple organizational forms and that their effectiveness 
depends upon their 'fit' with their context (see 
Drazin and Van de Ven 1985; Doty et al. 1993; 
Gresov and Drazin 1997). 

The 'contingencies' that determine the appropri
ateness of organizational form include the extent of 
environmental uncertainty, organizational size, 
extent of diversification and the routineness of the 
tasks performed. The importance of'fit' between an 
organization and its market context was the domi
nant perspective from the 1960s until the mid -1970s 
(Pennings 1992) and still engages research into 

organizations (e.g. Gooderham et al. 1999; 
Donaldson 2001; Siggelkow 2002). 

SIC Theory and Change 

Structural contingency theory has an implicit theory 
of change. Organizations out of alignment with their 
context will move to gain to a better fit. Otherwise, 
the organization will perform poorly. In this sense: 

Contingencies determine structure. Organizations 
change their structures to fit the existing level of 
their contingency factors, such as size or diversifica
tion, in order to avoid performance loss from misfit 
(Donaldson 2001: 136). 

Note that, according to this approach, change can 
be triggered by exogenous (environmental uncer
tainty) or endogenous (size: task uncertainty) 
factors. However, organizations do respond. As an 
organization increases in size it will 'become' more 
formalized. If the environment becomes more 
uncertain, an organization will 'become' more flexi
ble. As such, SIC theory assumes decisive action by 
leaders, but the CEO has minimal discretion over 
choice of organizational form. CEOs are switching 
agents, aligning organizations to their contexts. 

Further, change is non-problematical: 

Because the fit of organizational characteristics to 
contingencies leads to high performance, organiza
tions seek to obtain fit. For this reason, organiza
tions are motivated to avoid the misfit that results 
after contingencies change, and do so by adopting 
new organizational characteristics that fit the new 
levels of the contingencies (Donaldson 2001: 2). 

The assumption that change is non-problematical is 
inconsistent with several works that Donaldson uses 
as theoretical building blocks. Burns and Stalker 
(1961), for example, describe 'pathological systems' 
which prevent realignment because of the political 
activities of groups within an organization and 
because managerial understanding is constrained by 
their cognitive belief systems. 

Strategic Choice 

SIC theory developed in two directions. First, Child 
(1972) developed strategic choice theory, challenging 
the idea that organizations are determined by their 
contingencies and that executives have minimal 



-·~-·--.vu ..,, uc>t~uutl$ metr organiZations. Child 
drove home the point that organizations could 
choose not to adapt. Donaldson (2001: 135; see also 
1997) disagrees: 'the best evidence to date discon
firms strategic choice and argues that it is mostly 
false, so that the extent of choice over structure is at 
most.' limited: The logic of Donaldson's critiqu~ is 
conststent wtth influential studies by Chandler 
(1962) who traced the evolution of the M-form 
structure (see also Whittington et al. 1999). 

Configuration Theory 

Th~ second d~velopment of SIC theory was 'configu
ratlon theory (see Miller and Friesen 1980· 1982· 
1984; Miller 1981; 1982). This theory builds u;on th~ 
taxonomic approaches of Pugh et al. ( 1969) and was 
~ re~~onse to th.e simplic~ty of SIC theory (e.g. its 
ma?ility t~ explam h~ organizations might respond 
to mconststent confiQgencies or the possibility f 
'equifinality' (Drazin and Van de Ven 1985). T~e 
central idea is that strategies, structures and processes 
should be considered holistically, rather than vari
able-by-variable. Strategies and structures are under
p~~ed by 'orchestrating themes' that provide 'the 
dnvmg character of an enterprise' (Miller 1996: 
506-7). Organizations with closely aligned structures 
~n~ processes gain advantages that are difficult to 
lffiltate. (Miller 1996: 510). Examples of configuration 
theory mdude Mintz berg ( 1979; 1983) and Miles and 
Snow (1978). 

Configuration Theory and Change 

Miller's later work identifies 'momentum' and ' · _ 
~licity' as ~ynamics that work against cha:;. 
~omentum, the tendency of organizations to sus
~am prevailing arrangements, is based upon two 
~deas: that configurations are held in place by their 
mterdependent 'mutually supportive' parts (Mill 

dF" ~ an . nesen 1984: 204); and that change is very dis-
ru~tlve and. costly. 'Simplicity' is the process by 
whtch o~gant~tions develop an 'overwhelming pre
occupatiOn wtth a single goal, strategic activity, 
~epartment.' or world view' (Miller 1993: 117). We 
mterpret thts to. mean that the 'orchestrating theme' 
of a configuratwn becomes amplified to the point 
where the organization becomes imbalanced and 
unable to function effectively. 

Simpl~city and momentum converge upon the 
same.p~mt. Co~figurations are dynamic, constantly 
amplifying thetr orchestrating theme. Siggelkow 

01.C: 

(2001; 2002) provides case studies of these 
processes, tracing how organizations reinforce core 
elements by ad~ing new 'core' and 'elaborating' 
elements. There ts, thus, an active reproduction of 
an organization's current trajectory: 'configurations 
s~em to ac~ ~s vortex-like force fields that progres
Sively spectalize and align values and behaviour' 
(Miller 1993: 130, emphasis added). Although these 
are general processes, the intensity of momentum 
a.nd simplicity varies. Highly successful organiza
tlons are prone to their effect. The 'march towards 
s~plicity' is 'especially prevalent' in stable settings 
(~ill~r. et al. 1996). For us, the key point is that 
Sl~?h~tty and momentum are theoretical dynamics 
milttatmg against radical change. 

~onfiguration theory 'remains undeveloped' 
~Miller 1996: 506). Nevertheless, it contributed three 
rmportant insights. First, organizational forms are 
not assemblages of structures and processes that can 
be easily disc~rde~ or rearranged. On the contrary, 
~anges constltute reversals in the thrust of organiza
twnal evolution' (Miller and Chen 1994: 1, emphasis 
~dded). This depiction contrasts with the static 
rmag~ry of SIC theory. Secondly, multiple 'factors' 
contnbute to the dynamics of momentum and sim
plicity and collectively work against change. These 
fa~ors opera~e at the levels of the individual, organi
zatlon and mdustry. In this sense, configuration 
theory cautions against seeing the difficulties of 
~ha?~e as simply the need to overcome disaffected 
m~vtduals or the cognitive blindness of executives. 
~dly, Miller and Friesen provide an early expres
Sion of .the periodicity of the change process, fore
shadowtng the punctuated-equilibrium model 
Or~anizational histories 'demonstrate two extremes; 
penods of momentum in which no, or almost no 
trend is reversed; and dramatic periods of reversal in 
w~ich very many trends are reversed' (Miller .:nd 
Fne~en 1984: 206). As becomes evident later, config
uratlon theory was also adopted by neo-institutional 
approaches to change. 

The Behavioural Theory 
of the Firm 

Unlike structural-contingency theorists, who sought 
to understand which organizational forms matched 
which contingent situations, Cyert and March (1963) 
were concerned with how organizations adapt to 
their environments. They explored the behavioural 
routines by which alignment is achieved. They 

conceptualized organizations as information process
ing systems and identified the routines that decision
makers use to cope with ambiguous streams of 
information. One routine is that decisions are activated 
by performance problems ('problemistic search'). 
Executives act only when performance falls below 
historical or socially defined aspirations. Solutions to 
performance shortfalls are generated through other 
routines. For example, complex problems are split into 
sub-problems and assigned to sub-units, such as mar
keting or production departJ.nents, which apply their 
understanding ('local rationality') to the sub-problem. 
Consequently, solutions may be sub-optimal from the 
perspective of the organization as a whole. Further, 
solutions are sought 'in the neighbourhood of the 
current alternatives' (Cyert and March 1963: 121), 
implying that current approaches are usually retained. 
These decision rules highlight how decisions are 

dependent on organizational histories. 
Cyert and March also emphasize that attention to 

problems is sequentia~ focusing upon one issue at a 
time, depending upon the current urgency of any 
given problem. The direction of change, moreover, 
is driven by the 'dominant coalition's' interpretation 
of goals and performance. Consequently, 'bias' 
arises from the 'special training or experience' and 
the 'hopes and expectations' of influential executives 

(Cyert and March 1963: 122). 

The Behavioural Theory and Change 

As initially expressed, the behavioural theory of the 
firm shared features with structural-contingency 
theory and strategic-choice theory. The focus was 
upon the organization's alignment with its context 
and performance depended upon achieving that 
alignment. CEOs and senior management are 
pivotal in shaping an organizational response. And, 
whilst recognizing the politics of decision-making 
and thus the likelihood of resistance, adaptation to 

shifting circumstances is normal: 

Organizations change. Although they often appear 
resistant to change, they are frequently transformed 
into forms remarkably different from the original 

(March 1981 :563, emphasis added). 

Moreover, the process of change is evolutionary 

rather than dramatic: 

Most change in organizations results neither from 
extraordinary processes nor forces, nor from 

uncommon imagination, persistence or skill, but from 
relatively stable, routine processes that relate organi
zations to their environments (March 1991: 78). 

The theory, in other words, emphasizes experiential 
learning and much subsequent work confirmed 
these learning processes (e.g. Lant and Mezias 1990; 
Lant 1992). Nevertheless, much of March's work 
emphasizes the difficulties of organizational learning 
(e.g. Levinthal and March 1993). As Denrell and 
March (2001: 527) observe, 'a behavioural model of 
organizational learning produces a bias against risky 
and new alternatives'. Lant et al. ( 1992) and Gordon 
et al. (2000) found radical change is much rarer 

than convergent adaptation. 
Greve (1995; 1996; 1998) examined whether 

change is driven by performance feedback. He pro
poses that change is a function of three factors: 
motivation (driven by performance feedback); capa
bility (i.e. whether the organization has experience of 
changing); and opportunity (i.e. whether decision
makers can find attractive alternatives to current 
arrangements). Later, Greve (2003) added the inter
esting idea that managers avoid organizationally 
risky solutions, such as mergers that involve organi
zational restructuring, in favour of strategies that 
involve financial risk without organizational 

upheaval. 
A different set of recent studies is revisiting the 

role of organizational routines (e.g. Pentland and 
Rueter 1994; Pentland 1995; Feldman and Rafaeli 
2002; Feldman 2003). These studies are notable 
because they portray routines not as mechanisms of 
constraint and thus inertia, but of experimentation 
that enable learning and adaptation. Feldman and 
Pentland (2003), in a formal expression of this 
theory, distinguish 'ostensive' (the abstract idea) and 
performative aspects (implementation) of routines. 
Ostensive structures shape h'ow a routine is to be 
implemented, but actors necessar ily 'fill-in' its 
details. Routines thus constrain actions, but actions 
may modify the routine. Whether such 'improvisa
tions' (Weick 1995; Moorman and Miner 1998) can 
add up to radical change is not yet clear. Indeed, 
Feldman (2003) elaborates the stabilizing effect of 
routines, showing how they enable 'understandings' 
of existing organizational purposes. Nevertheless, 
the focus upon how day-to-day human actions 
invoke reflexity and change is an important correc
tion to the dominant imagery in organization 
theory of change as extraordinary. As Tsoukas and 
Chia (2002: 576) put it, 'Change is all there is'. 



Behavioural/learning theory provides several 
insights. First, it emphasizes that the firm's history, 
encoded in its routines, shapes and reproduce its 
responses. As such, it connects to Pettigrew's theory 
of continuity and change. Secondly, it elaborates 
the routines used by organizations as they seek 
alignment with their context and explains why 
radical change occurs less frequently than conver
gent change. Thirdly, it gives greater precision to 
why change happens, identifying the importance of 
aspiration defined performance feedback. Finally, 
the theory underlines that organizational adapta
tion is dynamic, an ongoing consequence of organi
zationallearning. 

Resource Dependency Theory 

Resource dependepce (RID) theory (Pfeffer and 
Salancik 1978; Al<(ich 1979) emphasizes three fea
tures of organizatiOnal life. Firstly, a focus upon 
resources: raw materials, capital, information, 
authority or other inputs needed for organizational 
operations. Secondly, an emphasis upon context as a 
network of other organizations: 

The major factors that organizations must take 
account of in their environments are other organi
zations. Organizations control the flow of capital, 
personnel, information, and other essential 
resources through a social system and they repre
sent concentrations of resources that administra
tors cannot ignore (Aldrich 1979: 265). 

Thirdly, organizations seek to avoid becoming over
dependent on other organizations whilst exploiting 
situations where other organizations are dependent 
upon them. Organizations seek to influence and 
dominate their resource environment, not simply 
adapt to it. Thus, the composition of boards of 
directors, the choice of alliance partners or acquisi
tion targets are responses to resource dependencies. 
Noticeably, these decisions are about connections 
with other organizations. As Pfeffer (2003: xii) later 
pointed out: 'the (1978) book is filled with network 
and relationship imagery', which, at the time of the 
initial theoretical statement, was much less preva
lent than it is today. 

Despite outlining the possibility of adaptation, 
the RID model directs attention to how organiza
tions influence their context, partly in response to 
the (then) prevailing S/C theory, which emphasized 
adaptation. However, Aldrich pointed out that large 

corporations can engage in environmental domina
tion but most organizations are too small to do so 
(Aldrich 1979: 112). Managers make choices within 
constraints and may seek to 'manage' those con
straints, but for the most part, says Aldrich, they 
adapt to them. Pfeffer (2003: xii), in contrast, is clear 
that a central assumption of the RID model, as 
initially formulated, was that: 

Organizations possessed both the desire and, occa
sionally, the ability to negotiate their positions 
within those constraints using a variety of tactics. In 
other words, Salancik and I argued that strategic 
choice was both possible (Child 1972) and some
times, although not inevitably, efficacious .. :: 

Resource Dependence and 
Change 

The RID theory of change is that misalignment 
between an organization and its environment pro
duces performance decline. Misalignment is usually 
the result of an exogenous shift. As a consequence, 
there is pressure to replace incumbent CEOs, whose 
functional backgrounds ill-equip them to handle the 
new dependencies, and the board of directors. That 
is, performance failure allows the ascendance of exec
utives better able to cope with changed circum
stances. Pfeffer and Salancik's theory thus builds 
upon the 'strategic contingencies' theory of power 
(Hickson et a!. 1971), which asserts that power within 
an organization will be held by the group best able to 
manage the critical external challenge ('dependency') 
confronting the organization. The logic is that as the 
critical dependency changes, so, too, will the distrib
ution of intra-organizational power. These changes, if 
made, trigger change in organizational form. 

There are three insights provided by the RID 
model. Firstly, it recognizes that organizations 
attempt to control their contexts. This is perhaps the 
central contribution of the theory. It is surprising, 
therefore, that 'much of the empirical work has 
focused on the relationship between resource 
dependence and organizational decisions that might 
be construed as being made in response to depen
dence, such as efforts to absorb or co-opt constraint' 
(Pfeffer 2003: xvi-xvii). Particular empirical atten
tion has been given to board interlocks, exploring 
how far organizations co-opt representatives from 
organizations on which they are dependent (e.g. 
Boeker and Goodstein 1991; Hillman et a!. 2000). 
Other studies show how changes in personnel lead 

to shifts in organizational form (e.g. Kraatz and 
Moore 2002; Rao and Drazin 2002). Ocasio and 
Kim (1999) found support for this circulation of 
power thesis, suggesting that performance failures 
do lead to executive succession. However, they also 
show that replacing the CEO may not lead to change 
in organizational form. 

Although RID theory explicitly acknowledges 
that organizations can act individually or collec
tively, studies of organizations acting collectively are 
rare (e.g. Baum and Ingram 1998). Pfeffer (2003) is 
especially disappointed that attempts to intervene in 
the public policy process have not been studied. 
Notable exceptions include Dobbin and Dowd 
(1997; 2000) and Perrow (2002). 

Secondly, the RID model connects exogenous 
shifts to two intra-organizational dynamics: the 
cognitive frames of senior executives; and the distri
bution of power between functional groups. The 
importance of cognitive frames as constraints on 
sensemaking and issue diagnosis is only hinted at in 
the RID model but later became a central theme 
within organization theory. Pfeffer and Salancik 
thus anticipated the importance of cognitive frames 
both in deterring change and in shaping the direc
tion that change might take. The distribution of 
power explains why only some organizations 
respond to exogenous shifts and why organizations 
might shift in one direction rather than another. 

Thirdly, although RID theory focuses upon the 
economic context, it introduces the importance of 
regulatory structures. It is important not to overly 
credit RID as fully recognizing the institutional con
text, and it is probably fair to conclude that Pfeffer 
and Salancik were particularly cognizant of formal 
rules and regulations, much as specified by North 
(1990). Nevertheless, and unlike S/C theory, which 
assumes the market context as 'out there', RID 
theory acknowledges the interaction of market and 
regulatory structures. 

Neoinstitutional Theory 

1977 was a good year for organization theory. It her
alded two new perspectives, neoinstitutional theory 
and population ecology, that opened novel ways of 
understanding organizations. Both perspectives 
made important and explicit statements about orga
nizational change. Both, moreover, operate at the 
field or industry level of analysis, which has remained 
the dominant approach in organization theory. 

Neoinstitutional theory (see Lawrence and 
Suddaby, this volume) began with Meyer and 
Rowan's (1977) observation that, within any given 
sector or industry, organizations use similar organi
zational forms. Meyer and Rowan explain this 
observation by pointing to the influence of the 
social context within which organizations are 
embedded. That context contains 'powerful institu
tional rules' that define appropriate and acceptable 
forms of organizing. 

That is, organizations are driven to incorporate the 
practices and procedures defined by prevailing 
rationalized concepts of organizational work and 
institutionalized in society. Organizations that do 
so increase their legitimacy and their survival 
prospects, independent of the immediate efficacy 
of the acquired practices and procedures (Meyer 
and Rowan 1977:41). 

In effect, Meyer and Rowan alerted theorists to the 
fact that organizations are not simply production 
systems, functioning in an environment comprised 
of suppliers, consumers and competitors, but social 
and cultural systems embedded within an 'institu
tional' context, comprising the state, professions, 
interest groups and public opinion. 

Typically, institutional accounts describe field-level 
processes. Fields are 'a community of organizations 
that partakes of a common meaning system and 
whose participants interact more frequently and fate
fully with one another than with actors outside the 
field' (Scott 1995: 56). Organizational fields are 
ordered through 'institutional logics' (Friedland and 
Alford 1991), i.e. socially constructed rules, norms 
and beliefs constituting field membership, role iden
tities and patterns of appropriate conduct. Logics, 
conveyed through regulatory, normative and cogni
tive processes, shape how actors interpret reality and 
define the scope of socially legitimate conduct. 

Thus, organizations are embedded within an 
institutional context that defines a choice-set of 
appropriate organizational forms (Granovetter 
1985). Adoption of these organizational forms rein
forces a hegemony of ideas that connect to distribu
tions of power and privilege within society. 

Neoinstitutional Theory and Change 

Contained within institutional theory is a process 
model of change, first explicated by Tolbert and 
Zucker (1983; for a later articulation, see Tolbert 



and Zucker 1996). Tolbert and Zucker examined the 
diffusion of personnel reforms across municipalities 
in the US and suggested that institutionalization fol
lows three stages: pre-institutionalization (habitual
ization ), semi-institutionalization (objectification) 
and institutionalization (sedimentation). Habitual
ization is the emergence of behaviours specific to a 
problem. Although some imitation between organi
zations may occur, there is no sense of obligation to 
do so; on the contrary, behaviours are appraised for 
their pragmatic functionality (i.e. whether they 
work). Knowledge of a new organizational form, 
moreover, is restricted to small numbers of neigh
bouring organizations. Eventually, a social consen
sus emerges (objectification) over the value of a 
particular form, followed by increasing rates of 
adoption. In this semi-institutionalization stage, 
diffusion occurs beQause organizations mimic those 
perceived to be su~essful, but eventually the moti
vation to adopt shitts to a 'more normative base' 
(Tolbert and Zucker 1996: 183). That is, the more 
that a new form is adopted, the more it becomes 
regarded as an appropriate response and acquires 
cognitive legitimacy. Full institutionalization occurs 
when diffusion is almost universal and an organiza
tional form has become taken-for-granted. Change 
may still occur, but would 'likely ... require a major 
shift in the environment (e.g. long-lasting alter
ations in markets, radical change in technologies) 
which may then allow a set of social actors whose 
interests are in opposition to the structure to self
consciously oppose it or to exploit its liabilities' 
(Tolbert and Zucker 1996: 184). Hence, the model 
primarily explains convergent change, but hints at 
the possibility of radical change. 

The advantage of focusing upon the organiza
tional field, rather than the individual organization, 
which is the emphasis of SIC and RID, is that doing 
so draws attention to the influence of social and 
technical influences upon communities of organi
zations. Another advantage is that institutional 
accounts of field-level processes encourage us to pay 
attention to the role of structuration. That is, orga
nizations within a field are not only constrained by 
institutional structures, but, in their behaviours, act 
out and thus reproduce those structures, albeit 
sometimes imperfectly. The imagery then is of orga
nizations dynamically responding to institutional
ized expectations and, in so doing, amplifying and 
elaborating them. As fields mature, therefore, orga
nizations get progressively locked into prevailing 

practices. In some ways, these structuration processes 
mirror, at the field level, the intra-organizational 
dynamics of momentum and simplicity of configu
ration theory. 

There are four insights from neo-institutionalized 
theory that we highlight. First, organizations are 
embedded in webs of social and cultural relation
ships that prescribe and proscribe appropriate 
organizational forms. Organizations are not free
floating islands of rationality nor units of political 
expediency; instead, they are seriously constrained 
by social expectations and the properties of legiti
macy. Attempts to understand the emergence and 
adoption of organizational forms and/or the ability 
of organizations to move between forms has to take 
account of how institutionalized norms and values 
affect the choice-set available and choice processes. 
Secondly, neoinstitutional theory turns attention to 
the organizational field because it is at that level that 
institutional mechanisms are salient. In examining 
how or why individual organizations adapt to 
changing circumstances, it is necessary to under
stand how organizations are connected to and influ
enced by higher-level social structures. Thirdly, as 
already noted, neoinstitutional theory contains a 
process model of convergent change, which, as we 
show later, can become part of a broader model of 
radical and convergent change. Finally, there is 
recognition that institutionalized structures embody 
patterns of power and privilege. Underlying an 
apparently stable set of social relations are subju
gated interests that can surface under appropriate 
circumstances. Neoinstitutional theory, in other 
words, has a paradoxical blend of processes con
verging towards equilibrium and internal contra
dictions that hint at radical possibilities. 

Ecological Theories 

Population ecology appeared at the same time as 
neoinstitutional theory and rapidly developed into 
one of the most rigorous approaches within organi
zation theory (Baum and Shipolov, this volume). 
As initially developed (Hannan and Freeman 1977; 
Aldrich 1979) it was in the lineage of SIC theory. 
Thus, it was concerned with the multiplicity of 
organizational forms and regarded organizational 
survival as the product of fit between form and, pri
marily, market forces. However, the theory is dis
tinctive in two ways: it focuses upon populations 
of organizations; and it challenges the view that 

organizations can adapt by changing from one 
organizational form to another. 

The basic idea of ecological theory runs as fol
lows. There are many populations of organizations, 
each distinguished by a particular organizational 
form. In early formulations of population ecology, 
organizational form was defined theoretically as: 

... A blueprint for organizational action, for trans
forming input. The blueprint can usually be inferred 
... by examining any of the following: (1) the struc
ture of the organization in the narrow sense -
tables of organization, written rules of operation, 
etc.; (2) the patterns of activity within the organiza
tion - what actually gets done by whom; or (3) the 
normative order - the ways of organizing that are 
defined as right and proper by both members and 
relative sectors of the environment (Hannan and 
Freeman 1977: 935). 

This definition is not dissimilar to the definition of 
an organizational configuration. Later, a more elab
orate definition distinguished core and peripheral 
elements of form. Core elements are: 

(1) its stated goals - the basis on which legitimacy 
and other resources are mobilized; (2) forms of 
authority within the organization and the basis of 
exchange between members and the organization; 
(3) core technology, especially as encoded in capital 
investment, infrastructure, and the skills of 
members; and (4) marketing strategy in a broad 
sense - the kind of clients (or customers) to which 
the organization orients its production and the way 
it attracts resources from the environment (Hannan 
and Freeman 1984: 156). 

Research into ecological processes has taken two 
directions (Baum and Shipolov, this volume). One 
examines demographic factors, especially organiza
tional age and size and their association with 
survival chances. For example, older, larger organi
zations are hypothesized to have better survival 
prospects because size often acts as a signal to stake
holders, including resource suppliers, of reliability 
and accountability. Larger organizations may also 
have greater resources with which to weather short
term market fluctuations. The second direction 
examines ecological factors, such as niche width 
and density dependency effects, emphasizing 
again how contextual factors determine the appro
priateness or otherwise of alternative organizational 
forms. 

Ecology and Change 

A key theme within ecological approaches is struc
tural inertia theory, which holds that timely organiza
tional adaptation is extremely difficult to achieve. 
Organizations succeed to the extent that they develop 
reliability of performance and can 'account rationally 
for their actions' (Hannan and Freeman 1984: 153). 
Reliability and accountability are achieved through 
use of formal structures and standardized routines. 
These routines, however, make organizations 'highly 
resistant to structural change' (Hannan and Freeman 
1984: 155), for many of the reasons observed by con
figuration theory. Changes in an organization's con
text thus pose survival challenges because managers 
are unable to change strategies, structures and 
processes quickly enough. That is, attempted move
ment between organizational forms is problematical 
and is unlikely to succeed. Instead, organizations 
survive or cease to exist as a consequence of environ
mental shifts that render their organizational form 
more or less appropriate: 

Most writing and research on organizations 
emphasize transformation and imitation as the 
motors of change in the world of organizations. 
That is, such analysis assumes, usually tacitly, that 
the most prevalent and most important fraction of 
the mix involves adaptive actions by existing orga
nizations. Organizational ecology argues the oppo
site case: that few organizations succeed at 
transformation and imitation and that selection 
serves as the driving force of long-term change. 
This position is only tenable if organizations exhibit 
great inertia in their structures over time (Hannan 
and Carroll 1995: 23). 

In this sense, ecologists highlight the difficulties of 
achieving change and are at the opposite extreme to 
structural-contingency theory and strategic choice 
theory and distant from resource-dependence. 
However, in a way, ecological theories echo SICs 
basic assumption that forms that survive are those 
that match the economic context. 

Ecological theory offers several key insights. First, 
it reminds us that macro-contextual factors interact 
with organizational actions to constantly produce 
novel organizational forms. The theory does not, 
however, readily explain why or how particular 
forms emerge (but see Ruef 2000). Secondly, it spec
ifies the exogenous variables that affect organiza
tional alignment and which shape organizational 



performance. As Baum and Shipolov (this volume) 
state: 'Ecological approaches to organizational 
founding and failure . . . emphasize contextual or 
environmental causes - social, economic and 
political- that produce variations in organizational 
founding and failure rates over time'. Thirdly, the 
theory emphasizes that the ability of organizations 
to achieve adaptive change is not evenly distributed. 
Although ecologists believe radical change is not the 
norm, they acknowledge that some organizations 
exhibit adaptive behaviour and, to a limited extent, 
the theory suggests which organizations will do so 
(e.g. large or small). 

Network Theories 

Almost a decade ago, Salancik (1995) surveyed 
research on orgqnizational networks and remarked 
upon the absen~ of a theory of networks as a form 
of organizing. !Jorgatti and Foster (2003: 1005) 
countered that, even if Salancik's comment was 
appropriate at the time, 'it certainly is not today: We 
suggest that research and theorizing about networks 
may be arranged into three distinct streams. 

Networks as Structures of 
Opportunities 

One approach to networks focuses upon the struc
ture or topography of links ('ties') connecting orga
nizations (e.g. Christensen and Bower 1996; Burt 
2000; Stuart 2000). In this approach the network is 
portrayed as a structure of resource flows which 
organizations differentially access through their 
connections and positions within the network. 
According to Burt, a critical feature of an organiza
tion's network position is its relationship to struc
tural holes. Clusters consist of organizations densely 
tied to each other but only loosely connected to 
organizations in other clusters. Clusters are some
times portrayed as competing sub-groups (e.g. 
Gulati and Gargiulo 1999; Baum and Ingram 2002). 
Gaps between the clusters constitute structural 
holes bridged by few organizations, to whom advan
tages flow because they can broker connections 
between otherwise disconnected groups. 

An organization with an advantageous brokerage 
position is said to have social capital: 

Social capital is the contextual complement to 
human capital. The social capital metaphor is that 
the people who do better are somehow better 

connected. Certain people or certain groups are 
connected to certain others, trusting certain others, 
obligated to support certain others, dependent on 
exchange with certain others. Holding a certain 
position in the structure of these exchanges can be 
an asset in its own right. That asset is social capital, 
in essence, a concept of location effects in differen
tiated markets (Burt 2000: 347). 

We find this use of social capital very consistent 
with the resource-dependence approach, except that 
it makes explicit that dependencies have a social as 
well as an economic character. Social capital arises 
from ' ... the accumulation of "chits" based on pre
vious good deeds to others, backed by the norm of 
reciprocity' (Portes and Sensenbrenner 1993: 1324). 
A defining feature of Burt's approach, however, is 
the imagery of an actor (organization) using the 
network. Madhaven et al. (1998: 440) elaborate this 
theme, emphasizing not only that organizations 
draw resources from their network but 'can poten
tially shape networks so as to provide a favourable 
context for future action'. 

Hargadon (2002) has extended this approach to 
networks as structures of opportunities, by elabo
rating a model of the knowledge-brokering process. 
'Knowledge-brokering' organizations straddle mul
tiple domains and thus have access to disparate 
bases of knowledge. These organizations have the 
capability to learn and recombine knowledge bases, 
'moving ideas from where they are known to where 
they are not' (Hargadon 2002: 44). 

Networks as Structures of Constraints 

A second approach to networks is closer to the logic 
of neoinstitutional theory. This approach sees orga
nizations not as taking advantage of a network, but 
as being shaped by it. Researchers in this tradition 
are especially interested in how ideas and practices 
disseminate through networks (e.g. Fligstein 1985; 
Davis 1991; Burns and Wholey 1993; Haveman 
1993; Palmer et al. 1993; Haunschild and Miner 
1997). Much attention has been given to the role of 
direct ties between organizations (e.g. director 
interlocks). 

A sub-theme within this approach refers to the 
difference between a network's 'centre' and 'periph
ery: The idea of centrality has two connotations. 
The first, explicit within network theory, is defined 
by the density of ties between organizations and the 
'distance' of an organization from others in the 

network. Centrality, in this sense, is a function of the 
density of ties. Another connotation of centrality 
distinguishes between elites and non-elites. Networks 
become characterized by increasing hierarchical 
stratification, in which, typically, a small sub
community of elite firms is distinguished by reputa
tion (e.g. Stuart 1988; Podolny 1993; Phillips and 
Zuckerman 200 1) and economic scale (e.g. Malerba 
and Orsenigo 1996). 

Networks as Embedded Relationships 

Conceptualizing ties between organizations as 
embedded relationships directs attention to the 
relational nature of ties. For example, Uzzi (1997) 
highlights the ethnic embeddedness of women's 
apparel firms in New York. He shows how networks 
help actors co-ordinate interdependencies and over
come challenges of co-operation and collective 
effort in a way superior to integrated, hierarchical 
organizations. Similar examples are provided in 
studies of regional clusters, e.g. Silicon Valley 
(Saxenian 1994). 

Studies of the relational nature of organizational 
ties are interested in the consequences of networks 
(e.g. Uzzi shows how embeddedness affects the abil
ity of a network as a whole to innovate and of indi
vidual firms to survive), but also in their antecedents, 
i.e. in how networks are constructed. Key explana
tions appear to be history, status and technological 
proximity. Podolny (1993), for example, shows that 
under conditions of uncertainty organizations favour 
links to organizations with whom they have previ
ously partnered and/or that have appropriate status. 
In effect, the network strudure is a function of social 
stratification and status (see also, Stuart 2000; Phillips 
and Zuckerman 2001). 

The difference between networks as relationships 
and networks as opportunities is significant. The 
former sees the benefits of networks arising from 
social norms that enable co-ordination and co
operation by removing the fear of opportunism and 
malfeasance. An actor's social capital is a function of 
the normative strength of the network, i.e. its 'social 
closure' (Coleman 1988). On the other hand, those 
who see networks as structures of opportunities, 
see the benefits of networks arising from the social 
capital provided by diversity of ties. The underlying 
imagery is a combination of economics and political 
skill, reflecting RID theory. The relational approach, 
in contrast, emphasizes how networks arise from 
concerns to identify trustworthy partners. Here, the 

underlying imagery is sociological, reflecting 
institutional theory. The relational approach to net
works is thus very different to RID theory because it 
treats the topology of the network as a function of 
social factors, such as status and history, and not 
simply as the consequence of resource dependencies 
(Pfeffer 2003: xxiii). Resource dependencies are a 
motivation for seeking interactions with others, but 
status determines choice of partners. 

Networks and Change 

The link between networks and organizational 
change depends upon whether the network is 
regarded as a constraint or an opportunity struc
ture. Portes and Sensenbrenner's (1993) show how 
entrepreneurs can become caught by the web of 
obligations and expectations of their networks. 
Gargiulo and Benassi (2000: 195-6) refer to 'ampli
fied reciprocity' and 'cognitive lock-in' as underlying 
mechanisms in this 'dark side' of networks. On the 
other hand, the network can facilitate change. Burt 
(2000), for example, emphasizes that 'brokerage' 
promotes change. Networks describe 'a world of 
change - a world of discovering and developing 
opportunities to add value by changing social struc
ture with bridges across holes in the structure. The 
argument . . . is a story about the social order of 
disequilibrium' (Burt 2000: 357). 

Some studies explore networks as constraint and 
opportunity. Uzzi (1997), for example, finds a curvi
linear relationship between embeddedness and sur
vival, suggesting that change and sustainable success 
requires a balance between network closure and 
openness. The need to secure such a balance is the 
'paradox of embeddedness' (Uzzi 1997: 35). 
Gargiulo and Benassi (2000) also suggest that ties 
that are too cohesive result in network closure, making 
change difficult. 

There are two points that we would emphasize. 
Firstly, network analysis reinforces that organizational 
change cannot be understood without giving proper 
attention to the interorganizational network level of 
analysis. The ability of organizations to change is 
affected by their embeddedness within a network of 
organizations and the nature of that network will 
affect the speed and content of change. Secondly, net
work analysis provides a strong clue as to where new 
organizational forms are more likely to arise, namely 
from the periphery but not the centre of a field, 
because central organizations are more fully caught 
within the reproductive network of exchanges. 
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Figure 2.16.1 The punctuated-equilibrium model of change (based upon Tushman and 
Rosenkopf 1992) 

Three Theories of Change 

By the mid 1980s, organization theory was acknowl
edging the significance and difficulty of change (e.g. 
Goodman 1982; Astley and Van de Yen 1983; 
Kimberly 1984; Kimberly and Quinn 1984; 
Pennings 1985). Detailed case studies of change 
appeared (e.g. Kanter 1983; Pettigrew 1985; Johnson 
1987; Hinings and Greenwood 1988) along with 
several explicit theories of change. We review three 
of these theories. The first looks at the determinants 
and locus of change and how, if at all, organizations 
manage change. The second looks at how changes 
occur in the choice-set of available forms. The third 
looks explicitly at change at the organizational level. 

Punctuated Equilibrium 

Tushman, in collaboration with several colleagues 
(Tushman and Romanelli 1985; Tushman and 
Anderson 1986; Tushman and Rosenkopf 1992; 
Tushman and Murmann 1998) has contributed a 
'punctuated equilibrium' theory of change. 

Although the focus shifts according to the question 
posed in different papers, there is constant empha
sis on technology as an industry level variable that 
demands an organizational response. Tushman's 
work may be considered a sophisticated form of 
structural-contingency theory but it also embraces 
themes from resource-dependence and network 
theories. The theory addresses three important 
issues: the periodicity of change, the dynamics of 
change (why does change occur and where) and 
whether organizations can adapt (and, if so, the 
enabling factors). 

The Periodicity of Change 

The basic model consists of four stages (see 
Figure 2.16.1). For convenience, we treat the first 
stage as occurring when technological discontinuities 
punctuate and destabilize prevailing market prac
tices, precipi- tating an era of ferment (stage two) 
where competing expressions of the new technology 
struggle for adoption. In the third stage, a dominant 
design emerges, heralding the fourth stage of relative 

equilibrium during which incremental changes 
improve the dominant design. 

The model is a rare attempt to identify the tempo
ral sequence of change. It suggests that eras of ferment 
are relatively brief. Comprehensive changes to strate
gies and structures happen quickly rather than incre
mentally. Convergent change, in contrast, following 
the emergence of a technological standard, is slower in 
pace and longer in duration. Romanelli and Tushman 
(1994) confirm that most organizational transforma
tions are accomplished through rapid and discontin
uous change to structures and strategies. They also 
found that incremental changes do not accumulate to 
produce organizational transformations. As previ
ously noted, Miller and Friesen (1980) found similar 
results, as does much institutional work, suggesting 
that the periodicity of the punctuated-equilibrium 
theory is a reasonably robust observation. 

However, there are important dissenting voices. 
Eisenhardt and Tabrizi (1995) and Brown and 
Eisenhardt ( 1997) directly challenge the model. 
They assert that 'while the punctuated equilibrium 
model is in the foreground of academic interest, it is 
in the background of the experience of many firms' 
(Brown and Eisenhardt 1997: 1). Brown and 
Eisenhardt looked at six high technology firms 
operating in fast changing, 'high velocity', environ
ments and concluded that 'change is not the rare, 
episodic phenomenon described by the punctuated 
equilibrium model but, rather, it is endemic to the 
way these organizations compete' (Brown and 
Eisenhardt 1997: 1). They insist that the scope of 
change examined in their study is not restricted to 
product innovation but 'intimately related to 
broader organization change' (p. 2). However, as 
with Tushman's work, the description provided is of 
technological change; organizational changes, 
though assumed to happen, are less documented. 

The other dissenting voice is Van de Yen and 
Garud (1994: 426), who sought to understand the 
'origins of novelty itself to explain how a new orga
nizational form or technological discontinuity 
emerges'. 1n their view, the punctuated equilibrium 
model has little to say about how punctuations arise 
other than appeals to random events or individual 
genius. Microanalysis of the cochlear implant tech
nology led them to question 'the widely held 
assumption that novelty is produced by a discrete 
exogenous event of random chance or blind varia
tion' (Van de Van and Garud 1994: 441). Instead, 
'the generative process in which novelty emerges is 

not instantaneous; instead it entails numerous 
events involving many public and private sector 
actors over a long duration of time' (p. 441). 

Dynamics of Change 

Tushman and Anderson ( 1986) examined in detail 
the initial stage of technological discontinuity; and 
the process through which a dominant design is 
selected. Technological discontinuities are classified 
by whether they 'destroy or enhance the competence 
of existing firms' (Tushman and Anderson 1986: 
442). Anderson and Tushman proposed that com
petence-enhancing technologies are more likely to 
originate from incumbents, whereas competence
destroying technologies are promoted by new start
ups. Incumbents, 'burdened by the consequences of 
prior success' (Tushman and Anderson 1986: 461) 
are less able or unwilling to destroy established 
investments. As predicted, Anderson and Tushman 
(1990) found competence-enhancing technologies 
typically come from incumbents (by a 3-to-1 ratio) 
but did not confirm that competence-destroying 
technologies arise mainly from newcomers. These 
technologies 'are initiated by a mixture of newcomers 
and incumbents' (Anderson and Tushman 1990: 625). 
Later studies suggest that competence-destroying 
technologies emerge from non-incumbents (e.g. 
Sorensen and Stuart 2000). 

Mechanisms by which dominant designs are 
selected depend upon the complexity of the tech
nology (Tushman and Rosenkopf 1992). Simple 
technologies are adopted because of superior per
formance; i.e. the selection mechanism is the 
market. Complex technologies, in contrast, rarely 
yield a clearly superior design. Technological 
options offer alternative combinations of perfor
mance attributes and selection arises from sociopo
litical processes: 'enlivened by actors with interests 
in competing technical regimes . . . dominant 
designs are driven by the visible hand of organiza
tions interacting with other organizations and prac
titioner communities to shape dimensions of merit 
and industry standards to maximize local needs' 
(Tushman and Rosenkopf 1992: 322). Here, 
Tushman is focusing on the process whereby new 
technologies prevail, not from where they arise. The 
imagery echoes that of resource-dependency theory. 

By emphasizing how communities of organizations 
develop around particular technologies, Tushman and 
Rosenkopf (1992) explicate why incumbent firms are 



often resistant to new technologies. It is not simply 
because of cognitive shortfalls: incumbents are 
embedded in networks of suppliers and vendors, (e.g. 
Teece and Pisano 1994; Christensen and Bower 1996; 
Malerba and Orsenigo 1996; 1997). Contractual 
commitments and mutual obligations within a net
work of firms make it difficult for a firm to reorient 
itself, whilst, at the same time, reinforcing cognitive 
logics. Christensen and Bower (1996: 198), for exam
ple, found that firms in the disc drive industry 
'listen(ed) too carefully to their customers - and 
customers place stringent limits on the strategies 
firms can and cannot pursue: Technological commu
nities also act politically to resist new technologies 
(e.g. Frost and Egri 1990). Van de Ven and Garud's 
(1989; 1994) account of the emergence of the 
cochlear implant device is a superb illustration of 
these communicy level processes and shows that 
change involv~ the co-evolution of institutional, 
market and technological forces. 

Can Organizations Adapt? 

The evidence, as summarized by Tushman and 
Murmann (1998), is that competence-destroying 
innovation is more likely to arise from new entrants 
to an industry and that incumbents find it difficult to 
adapt them. Cooper and Smith (1992) found 21 of27 
incumbents recognized the need for change, belying 
the view that managers fail to see the need for change, 
but that only seven successfully did so (underlining 
the critical difficulty of implementation). 

However, some firms do adapt. Competence
enhancing innovations are still revolutionary; there
fore, incumbents deploying these breakthrough 
technologies are adapting. Further, there are docu
mented instances of incumbents successfully devel
oping competence-destroying technologies (e.g. 
Methe et al. 1996; Sull et al. 1997), even though the 
process might sometimes be tortuous and drawn 
over several decades. The question, therefore, is not 
whether organizations can adapt, but the circum
stances that enable or constrain them from doing so. 
As Tripsas ( 1997: 344) bluntly puts it, the interesting 
question is: 'Although incumbents on average may 
fail relative to new entrants, what explains the dif
ferential success of incumbents?' 

Early work addressing this question focused upon 
the role of senior management and assumed that 
the key barrier was weak organizational learning 

(a form of cognitive lock-in) combined with intra
organizational resistance. The basic thesis is that 
dramatic change is beyond the capability of existing 
executives because they are constrained by their cog
nitive frames and their sunk political investments in 
the prevailing order (see Anderson and Tushman 
1990; Virany et al. 1992; Tushman and Rosenkopf 
1996). Therefore, changes in senior personnel are 
required to enable the organization to learn of the 
need for change; however, retention of some existing 
senior managers provides understanding of how to 
implement change (O'Reilly and Tushman 2004). 
That is, it helps to open the organization to new 
ideas and competencies whilst building upon 
incumbent political skills and experiences, especially 
when the crisis originates from outside the organiza
tion: 'the success of an organization, as defined by its 
longevity, occurs when firms .. . combine the bene
fits of newness in heterogeneous teams with the 
benefits of longevity embodied in seasoned teams' 
(Keck and Tushman 1993: 1338). 

However, executive leadership is not a sufficient 
explanation. Some organizational forms better 
enable adaptation. O'Reilly and Tushman (2004) 
refer to these forms as the 'ambidextrous organiza
tion', which concurrently use separate structures for 
exploiting current technologies and for facilitating 
breakthrough technologies. Each set of structures 
has 'its own processes, structures, and cultures ... 
integrated into the existing senior management 
hierarchy' (O'Reilly and Tushman 2004: 74). The 
idea is that successful organizations are comprised 
of multiple organizational forms and that, as a tech
nology matures, one part of the parent organization 
shifts to exploit that technology whilst another part 
assumes the entrepreneurial role. 

A rather different, though complementary, account 
of how change is accomplished by incumbent firms is 
offered by Tripsas (1997; Tripsas and Gavetti 2000). 
Tripsas analysed the typesetter industry in which an 
incumbent leader, Mergenthaler Linotype, survived 
three eras of ferment. Mergenthaler's success is attrib
uted an external integrative capability, combined 
with geographically distributed research sites. 
External integrative capability is the ability to iden
tify and synthesize knowledge from outside the 
firm, an ability nurtured by investing in R&D and 
by developing a strong set of external links, both 
formal and informal. Geographically distributed 
research spurs competition between research teams 

and allows different generations of technology to be 
developed at separate locations. 

The importance of external networks is also 
recognized by Rosenbloom and Christensen (1994) 
and Christensen and Rosenbloom (1995). These 
authors refer to the 'value network', i.e. the dense 
network of commercial exchanges within which 
firms are embedded. Firms develop new technolo
gies if they solve needs within their network. 
Otherwise, the network obstructs change: 

As they become increasingly well-adapted to a 
given environment, and it to them, incumbents may 
therefore become progressively less well suited to 
compete in other networks. Their abilities and 
incentives to create new markets for their technol
ogy ... may atrophy (Rosenbloom and Christensen 
1994:655). 

Two attributes of an external network appear impor
tant: being connected to sources of emerging ideas (as 
emphasized by Tripsas); and political skill at exploit
ing emerging opportunities. McGrath et al. (1992), 
for example, describe how executive teams can pro
mote adoption of new technologies and secure that 
their firm's technology becomes the new dominant 
design (see also, Cusumano et al. 1992). 

A third explanation for the adaptability of an 
incumbent organization are its 'complementary 
assets', such as marketing and distribution systems, 
or service networks (Teece 1986). Where comple
mentary assets retain value during an era of fer
ment, incumbents are able to 'buy time' for 
adaptation. The ongoing value of specialized assets 
'buffer' firms that might otherwise fail (Tripsas 
1997). Kraatz and Zajac (2001) are unsupportive of 
this view. 

Conclusion 

The punctuated equilibrium model is an elaborate 
and well-researched account of organizational 
change under circumstances of technological dis
ruption. We emphasize five points. Firstly, the peri
odicity of change involves lengthy periods of 
convergent change punctuated by rapid and exten
sive eras of discontinuity. Secondly, only some orga
nizations are able to adapt to technological 
disruptions. Thirdly, turnover of personnel provides 
for organizational learning and sensitivity to the 
need for change. Retention of personnel provides 

the political skills and organizational capability 
necessary for change implementation. Fourthly, 
adaptation is more likely to occur in organizations 
with distinctive structural features and where they 
have complementary assets that shield them 
through eras of ferment. Finally, the theory points 
to the co-evolution of institutions, organizational 
forms and technologies. An unresolved question is 
whether the punctuated model applies to settings 
not characterized by technological discontinuities, 
such as low capital-intensive industries (e.g. profes
sional services). 

A Nee-Institutional Approach 
to Change 

There is no neoinstitutional theory of change in the 
way that there is a punctuated equilibrium theory 
(Dacin et al. 2002). Instead, we describe a composite 
constructed from work conducted at the University 
of Alberta (Hinings and Greenwood 1988; 
Greenwood and Hinings 1993; 1996; Greenwood et 
al. 2002; Reay and Hinings 2005; Suddaby and 
Greenwood 2005; Greenwood and Suddaby 2006; 
Reay et al. 2006), elaborated by complementary 
research. The model, summarized in Figure 2.16.2, 
contains similar stages to the punctuated-equilib
rium model but the language and focus are different. 

Earlier, we noted that institutional accounts 
emphasize the influence of social expectations. 
Applied to institutional change, such accounts focus 
upon organizational fields and the institutional log
ics that prescribe appropriate behaviour, including 
'templates for organizing' (Powell and DiMaggio 
1991) or 'archetypes' (Greenwood and Hinings 
1993). Archetypes are similar to configurations 
except that they emphasize the importance of 
achieving institutional legitimacy. The starting 
question, therefore, for this model, is not whether 
organizations can or cannot move between arche
typal forms, but with the social processes that con
struct the choice-set of acceptable templates. That is, 
radical change means, first, change to the choice-set 
of organizational forms. Exploring the processes by 
which this occurs gives attention to values, mean
ings and language and to the role of the professions, 
regulators and the state. A second and consequential 
question is how and why organizations in the same 
organizational field respond differently to institu
tional processes. 



__ j ___ -

---------. 
"' 0 

~ 
~~~ 
.5! "(3 ~ 

£2m 
'CCil<Jl 

jg"~ ~ 
58 g. 
0.£ "' 0 ..:c»cn: 
S:aiai: 

__ 'L 

"' od § 
wE 

""0 "' t1l t1l u..u.. 

N' c c 
C\1 

iii 
Gi 
'C 
0 

~ c: 
Q) 

~ 
C) 

cD 
8l .... 
~ 
u 
:I 
N 
'C c: co 
t: 
Q) 
..c 
;§ 
c:: 
0 
c. 
:I 
'C 
Q) 
Ill co e 
Q) 
Cl c: co 

.s::. 
u 
0 
Qj 
'C 
0 
E 
iii c: 
0 

~ 
~ 
.E g 
c:: 
< 

Stages of Change 

Institutionalization. Figure 2.16.2 builds upon 
Tolbert and Zucker's (1996) three-stage model of 
institutionalization. Progress through these three 
stages is marked by a narrowing of the choice-set of 
socially approved organizational forms and increas
ing convergence around them. A mature, institu
tionalized field (stage VI in Figure 2.16.2) has stable, 
routinized interactions between its participants and 
increasing stratification as elite firms are differenti
ated by reputation and influence. Critically, mature 
settings are characterized by an infrastructure of 
regulatory agencies that disseminate and monitor 
compliance with approved practices and of support
ing firms such as professional advisors (Saxenian 
1994). Universities and professional training institu
tions generate and disseminate knowledge relevant 
to the field (Li and Greenwood 2004: 1138). Repre
sentative associations develop. Consequently, the 
field exhibits a sustaining momentum as its internal 
dynamics both constrain its members and is repro
duced by their actions. 

The imagery of dynamic stability raises a central 
question: How and where does change occur where 
there are elaborate reproductive dynamics at work 
and where organizational forms are taken-for
granted? In other words, how does de-institutional
ization occur? 

Deinstitutionalization. The dynamics that precip
itate change may arise from outside the field, as 
destabilizing 'jolts' (Meyer 1982; Meyer eta!. 1990). 
These can take the form of social upheaval, techno
logical disruptions, competitive discontinuities or 
regulatory change (Fox-Wolfgramm et a!. 1998; 
Lounsbury 1999). These events precipitate the entry 
of new players (Thornton 1995; Thornton and 
Ocasio 1999; Kraatz and Moore 2002), enable the 
ascendance of existing actors (Scott et a!. 2000), 
encourage local entrepreneurship (DiMaggio 1988; 
Leblebici eta!. 1991; Lawrence 1999; Suddaby and 
Greenwood 1999) and change the intellectual 
climate of ideas (e.g. Davis eta!. 1994). Their effect 
is to disturb the socially constructed field -level 
consensus by introducing new ideas. 

Change can also arise from endogenous sources. 
Seo and Creed (2002) point to 'contradictions' 
within organizational fields, such as mutually 
inconsistent values (e.g. equality versus affirmative 
action). Where contradictions become amplified by 
shifting circumstances they set the stage for 'praxis', 

i.e. reflection by actors who, 'on the basis of 
reasoned analysis', reconstruct institutional arrange
ments. Seo and Creed's model is consistent with 
Hoffman's (1999) description of fields as popula
tions of organizations that, though connected and 
influenced by overarching logics, nevertheless sub
scribe to different values and beliefs. Consequently, 
at any moment, fields contain tensions between 
dominant and latent logics 'that may lie within the 
individual populations (or constituencies) that 
inhabit the field' (Hoffman 1999: 365; see also Reay 
and Hinings 2005). Change, thus, occurs 'in the 
wake of triggering events that cause a reconfigura
tion of field membership and/or interaction pat
terns' (Hoffman 1999: 351). A key point is that as 
fields mature, internal contradictions become 
amplified and thus more potent precipitators of 
change. 

Pre-institutionalization. So which organizations 
are more likely to innovate and why? Initially, most 
researchers focused upon exogenous sources of dis
ruption because of the imagery of institutions as 
enduring and hegemonic. Hence, change was 
expected to arise from entrants 'transposing' ideas 
from one field to another (Sewell 1992). A later 
explanation portrays logics not as hegemonic, but as 
imperfectly diffused. Drawing upon network 
theory's distinction between central and peripheral 
players, this explanation suggests peripheral organi
zations are more likely to innovate because they are 
less embedded and less privileged. Organizations at 
the field's centre, on the other hand, are more social
ized, better advantaged and, thus, more resistant to 
change. Several studies support this basic proposi
tion (e.g. Hirsch 1986; Galaskiewicz and Wasserman 
1989; Davis 1991; Leblebici et a!. 1991; Kraatz and 
Zajac 1996; Haveman and Rao 1997; Westphal eta!. 
1997; Kraatz 1998; D'Aunno et a!. 2000; Palmer and 
Barber 2001). However, the proposition that change 
originates from the periphery of a field is not 
absolute (e.g. Podolny 1993; Greenwood eta!. 2002; 
Sherer and Lee 2002; Rao eta!. 2003). Greenwood 
and Suddaby (2006) examined the introduction of 
a new organizational form by the Big 5 accounting 
firms in the 1990s and concluded that markets and 
institutional forces unfold at different rates enabling 
larger, central organizations to outgrow their 'insti
tutional moorings', allowing strategic choice. 

A key point is that fields are never static. They are 
vulnerable to ideas entering from neighbouring 
fields and to the entrepreneurial motivations of 



imperfectly embedded organizations (Lawrence 
et al. 2002). Even mature fields contain tensions that 
can trigger change. Nevertheless, the likelihood of 
change will vary across fields. Not all fields are 
equally open to new ideas. Instead, they vary in the 
extent to which their boundaries are 'permeable' 
(Greenwood and Hinings 1996). Fields also vary in 
the degree to which they have clearly legitimated 
organizational templates combined with 'highly 
articulated mechanisms (the state, professional 
associations, regulatory agencies ... ) for transmitting 
those templates to organizations .. .' (Greenwood 
and Hinings 1996: 1029). The more elaborated these 
templates and the stronger the mechanisms for their 
deployment, the more resistant the field will be to 
change. 

Theorization. Theorization is the rendering of 
ideas into compelling formats (Strang and Meyer 
1993) and is critica\,(or the ascription oflegitimacy. 
Theorization is the process whereby new organiza
tional forms gain legitimacy and how 'renegotia
tions of meaning take place' (Aldrich and Fiol1994: 
649). Tolbert and Zucker (1996) propose that theo
rization involves two major tasks: specification of a 
general organizational failing, in order to challenge 
the adequacy of existing arrangements; and justifi
cation of the new organizational form as a widely 
appropriate solution. 

Research into theorization is taking several 
complementary directions. One stream of research 
examines the roles of theorizing agents, such as 
management consultants (e.g. Abrahamson 1991; 
Sahlin-Anderson and Engwall 2002), the media 
(Davis et al. 1994; Rao et al. 2003) and professional 
associations (Greenwood et al. 2002). A second 
focuses upon the use of cultural symbols and ( espe
cially) language as proponents and opponents con
test the appropriateness of existing and nascent 
templates (Greenwood et al. 2002; Covaleski et al. 
2003; MacGuire et al. 2004; Suddaby and 
Greenwood 2005). Several theorists draw on social 
movement theory (Rao 1998; Hoffman and 
Ventresca 1999; Ruef 2000; Lounsbury 2001; Rao 
et al. 2003), which has long recognized 'framing' as 
critical for mobilizing change. Other researchers 
have examined 'transorganizational structures' that 
increase mutual awareness and contribute towards 
legitimation, such as 'rituals' (Anand and Watson 
2004), certification contests (Rao 1994) and the 
activities of professional associations (Greenwood 
et al. 2002). 

Theorization resembles the era of ferment of the 
punctuated-equilibrium model. It is the stage where 
competing versions struggle for superiority. 
However, the contribution of institutional theory is 
the attention it gives to socio-cultural processes and, 
increasingly, the rhetoric of language as means by 
which novelty is rendered acceptable and preferable. 
These processes attach social approval to novelty. 
Importantly, there are differences across fields. In 
commercial settings, the rhetoric of theorization is 
grounded in appeals to efficiency. For example, 
Japanese management practices were urged upon 
US corporations for their superior efficiency and 
quality. In professional settings, theorization has to 
incorporate a normative justification. Thus, the Big 
Five accounting firms sought to legitimate the 
multi-disciplinary practice (which deviated from 
the then archetypal model) by appealing to norms 
of progress and service. The rhetoric of these claims 
sought moral acceptability for the new form, irre
spective of other benefits (Suddaby and Greenwood 
2005). 

Diffusion. Diffusion follows successful theoriza
tion. Meyer and Rowan's (1977) pioneering work 
and the conceptual framework of DiMaggio and 
Powell (1983) generated a flurry of papers demon
strating the role of mimetic, coercive and normative 
mechanisms, and the occurrence of isomorphism. 
Nevertheless, as Oliver (1991) pointed out, organi
zations do not blindly follow institutional prescrip
tions, raising an interesting question: Why do 
organizations make different selections from the 
available choice-set of archetypal forms? 

Various explanations have been offered. 
Lounsbury (2001) suggests organizations of similar 
status respond in similar fashion. Kraatz and Zajac 
(1996) and D'Aunno et al. (2000) point to the influ
ence of local market forces. Others emphasize the 
sense-making processes of senior managers (Dutton 
and Duncan 1987; Gioia and Thomas 1996; Fox
Wolfgramm et al. 1998; Johnson et al. 2000). Hinings 
and Greenwood ( 1988; see also Greenwood and 
Hinings 1996) point to the internal complexity of 
organizations. Building upon resource-dependence 
theory, they see organizations as coalitions of struc
turally differentiated groups. Inevitably, groups dis
satisfied with how their interests are accommodated 
will favour change. Organizations also experience 
contested values. For example, Greenwood and 
Hinings (1996) found that, as accounting firms 
grew they hired marketing and human resource 

professionals who favoured more corporate organi
zational forms. This led to contested values because 
accountants traditionally favoured the professional 
partnership form (Greenwood and Hinings 1990). 
The inference here is that institutional values 'enter' 
organizations filtered through the value-sets of 
occupational groups. Thornton (2004) provides 
a very similar analysis of the same tension in the 
publishing industry. 

Interests and values are pressures for change, to 
manage the change process and the new organiza
tional form. 

The distribution of power within an organiza
tion is not fixed, but, as presented in resource
dependence theory can shift with external conditions. 
However, the institutional model emphasizes the 
role of the institutional context, which also confers 
power and status upon groups and not necessarily 
in a manner consistent with market forces. For 
example, market conditions promoted the revenue
generating contribution of consultants within 
accounting firms but power remained with accoun
tants because of regulations prohibiting non
accountants from controlling accounting firms 
(Greenwood et al. 2002). The resolution of con
tested values depends upon how well groups can 
successfully appeal to, and draw upon, wider insti
tutional and market forces. 

The paradox of the institutional model of change 
is that institutional theory began as an explanation 
of the similarity and stability of organizational 
forms in a given population of organizations. Yet, 
implicit in the theory was that organizations can 
and will change, if institutional forces shift the 
choice-set of templates. Diffusion studies repeatedly 
show organizations adopting new organizational 
strategies and structures. Studies of attempted shifts 
between archetypes, however, indicate that less than 
one in four are successful (Hinings and Greenwood 
1988; Kikulis et al. 1995a, b; Morris and Pinnington 
1999; Amis et al. 2004). 

Conclusion 

For us, neoinstitutional theory provides four key 
insights. First, it stresses the social processes 
whereby the choice-set of archetypal forms is con
structed and sustained. That is, the theory 
approaches radical change, first, as change in the 
range of socially legitimated forms. Secondly, the 
theory notes the differential embeddedness of 

organizations within fields, which provides clues to 
the likely locus of institutional entrepreneurship. 
Thirdly, the theory articulates the role of theoriza
tion in the legitimation of hew forms, giving explicit 
attention to how language is used 'to persuade con
stituencies of the desirability and appropriateness of 
institutional deviance' (Suddaby and Greenwood 
2005: 37). Fourthly, it addresses why some organiza
tions change whereas others do not, pointing to 
intraorganizational dynamics that link organiza
tions to their context and direct their responses to it. 

Continuity and Change 

Pettigrew and colleagues have developed a perspec
tive on change that emphasizes continuity as well as 
change, a focus on the processual approach to the 
study of change, and the interaction of organiza
tional and contextual elements to produce change. 
This approach emphasizes that organizations find it 
difficult to change because they are embedded in 
their history and their context. The central concern 
for this theory, unlike the previous two, is its con
cern with how organizations manage the change 
from one form to another. A recurrent theme 
explores 'the potency ofleaders in changing circum
stances' (Pettigrew et al. 1992: 649). 

Key components 

For Pettigrew, a central problem with the literature 
on change is the consideration of events discon
nected from the wider context that produces and 
supports them, and a lack of consistent attention to 
the processes and mechanisms through which 
changes are created. A further problem is that 
changes are treated as though they have discrete 
beginnings and endings. For these authors, empha
sis should be less on a change and more on changing. 
Therefore, they suggest that change be understood 
through the unfolding interaction of three con
structs: content, context and process. The theoreti
cal challenge is to establish the relationships 
between these constructs. 

The content of change speaks to the 'what' of 
change. Content could be examined concretely, as in 
the introduction of a divisional structure, a major 
technological innovation, or a new strategic posi
tioning. However, the content of change can also be 
classified more abstractly as radical or incremental, 
technological or organizational. The point is that 



the organizational response to a change will be 
shaped by the characteristics of the change. 

A distinction is drawn between the 'outer' and 
'inner' context, which constitute the 'why' of change. 
Outer context refers to the economic, political and 
social environment, together with their histories, in 
which an organization operates. To a certain extent, 
this way of thinking draws on contingency theory 
(Donaldson 2001) in that notions of environment 
are important in explanations of organizational 
form. However, this formulation goes much further 
with an emphasis on the evolution of environments. 
Outer context has to be perceived and interpreted by 
organizations which themselves are evolving, histor
ical entities. This leads to the notion of inner con
text. Inner context refers to the ongoing strategy and 
structure, malljgement and intraorganizational 
political arran~ements within which a change is 
introduced. In~r context essentially points to the 
capacity of an organization to recognize the need 
for change, and to formulate and then implement 
that response. The way an organization is struc
tured, the values and beliefs under which it operates, 
and the distribution of power between organiza
tional groups influence how the outer context will 
be interpreted and delimit the nature and scale of 
change that those dominant in the organization will 
be able to formulate and implement. 

Process 'refers to the actions, reactions and interac
tions of the various interested parties as they negotiate 
around proposals for change' (Pettigrewet al.1992: 7). 
It is the 'how' of change. Emphasis here is on organi
zations as political and cultural systems. Organiza
tional processes are shaped by dominating beliefs that 
direct and give coherence to internal activities, but 
which also provide schemas for understanding 
organizational environments. Cultural beliefs and 
processes produce power relationships and ground 
rules that structure political processes. They provide 

for or against change. Cultural and political processes 
are intimately related to the management of meaning: 
'a process of symbol construction and value use 
designed to create legitimacy for one's ideas, actions, 
and demands, and to delegitimate the demands of 
one's opponents' (Pettigrew 1987: 659). 

The Developing Framework 

The basic conceptual framework and several core 
themes were established early in a meticulous study 

of ICI (Pettigrew 1985; 1987). Subsequently, the 
framework and themes were elaborated in a sus
tained programme of ambitious research investiga
tions of a variety of settings. 

The study of ICI examined five change initiatives. 
The genesis for change is 'in the advocacy by a small 
group of people of a performance gap arising from 
some perception of an incipient or actual environ
mental change and the internal structure and orga
nizational culture of the firm' (Pettigrew 1985: 439). 
The challenge is to persuade the rest of the organi
zation that change is needed (the 'why' of change) 
and to provide a compelling solution (i.e. the 'what' 
of change). Overcoming the challenge is difficult 
because complex organizations (all of Pettigrew's 
studies are oflarge, complex, mature organizations) 
have core rationalities (cultures) that are entrenched 
both in the cognitive frames of organizational 
members and in the organization's routines and 
processes that serve their interests. Consequently, 
the 'forces of bureaucratic momentum' are for con
tinuity not change (Pettigrew 1987: 659). Notably, 
of the five change initiatives, only two resulted in 
stabilized change, two achieved radical change but 
then regressed and one failed to change. 

Breaking down existing inertia in an organization 
is a long-term 'conditioning' process 'through which 
strategies and changes are legitimated and delegiti
mated' (Pettigrew 1985: 443). This process requires 
generation of a perceived crisis, because without it 
executives 'do not have sufficient leverage to break 
through the pattern of inertia' (Pettigrew 1987: 665). 
Substantial changes in ICI were only possible in the 
face of severe economic difficulties and relative 
decline. However, Pettigrew emphasizes that change 
is not simply a matter of adaptation and subsequent 
alignment. At ICI, managers actively built a climate 
receptive to change and used contextual (both inner 
and outer) events. Critical in ICI was the ability of 

massive enabling opportunity created by changes in 
outer context' (Pettigrew 1987: 661) by demonstrat
ing that proposed changes represented continuity 
with past values, strategies and practices. 

How was this achieved? Pettigrew (1987: 66) 
describes the important role of the CEO, not as 
taking 'apocalyptic' actions, but in 'articulation of 
an imprecise vision of a better future . . . clarified 
through additive implementation'. 'Additive imple
mentation' refers to the seizing of small opportuni
ties as they occur: 

.. . activities were rarely part of some grand process 
design. Instead opportunities were taken as they 
presented themselves to break any emerging 
global vision of a better future into manageable 
bits; of finding small steps on the way to larger 
breaks; of using any political momentum created by 
a number of complementary moves to bind a criti
cal mass of powerful people around a set of princi
ples which eventually would allow a series of pieces 
in the jigsaw to be moved simultaneously 
(Pettigrew 1985: 458). 

Additive implementation requires patience and per
severance, waiting for people to retire, advancing 
known sympathizers as replacements for known 
skeptics, using executive succession as opportunities 
to introduce structural change, and 'backing off' 
and moving the change effort to less contentious 
areas. Change, therefore, is not an easy linear pro
gression. Instead, the ICI study showed the lengthy 
and uneven process of change. Change began in the 
1960s and continued into the 1990s. Bursts of radi
cal change, associated with changes in senior leader
ship and power, were 'interspersed with eras of 
learning and incremental adjustment' (Pettigrew 
1983: 442). Pettigrew (1983: 447) sees this cycle as 
confirming the PIE model at the level of the organi
zation: 'changes tend to occur in radical packages 
interspersed with longish periods of both absorbing 
the impact of revolutionary action, and then com
ing to terms with the fact that further changes are 
eventually necessary'. (This same pattern was 
observed by Amis et al. 2004.) 

Pettigrew and Whipp's (1991) studies of the auto
mobile, merchant banking, insurance and book 
publishing sectors built on these ideas by comparing 
superior performing firms with those that do less 
well in managing change for competitive success. 
Throughout, there is emphasis upon the impor
tance of the assessment and interpretation of the 
outer context and its interaction with inner context 
and process. Environmental assessment in under
performing organizations was the preserve of a sin
gle functional unit and not built into the political 
and technical processes of the organization. 
Successful organizations, in comparison, enabled 
actors at various levels to acquire, interpret and 
process information about the environment and 
sense the need for change. In these organizations, 
moreover, the inner context enabled a variety of 
views to be in play in formulating the content and 
process of change. Similarly, leadership was not 

located in particular, specified actors but was 
context-sensitive. Leadership involved activating 
people at all levels and across all functions, as part of 
building an appropriate climate for change. And, 
importantly, there was a coherence and alignment in 
managing the interpretation of context, the devel
opment of change content and the design of change 
processes. Given the wide scope of necessary 
actions, the ability to manage multiple, interrelated 
actions and, importantly, emergent changes proved 
critical. (For a recent extension of this theme, see 
Ethiraj and Levinthal2004.) 

Pettigrew et al. (1992) examined several change 
projects in the NHS in the UK. Again, there is an 
emphasis on how contexts and processes link 
together. Thus, the role of the outer context was 
elaborated by observing that excessive pressure 'can 
deflect or drain energy out of the system' (Pettigrew 
et al. 1992: 280). In terms of the inner context, the 
NHS study highlighted factors shaping the differen
tial receptivity of organizations for change. One 
factor is the availability of key people: too much 
personnel rotation leads to loss of momentum and 
frustration. Another important aspect is a support
ive organizational culture, such as use of flexible, 
cross-boundary working based on skill not status; 
an openness to innovation and evaluation; and a 
focus on achievement. Subsequently, Pettigrew 
described receptive organizational contexts using 
Kanter's (1983) distinction between 'segmentalist' 
and 'integrative' structures. Integrative structures 
are more receptive and contexts for change. 

The content of change has two important analyt
ical aspects. First, there has to be clear fit between 
the change agenda and local circumstances. 
Relevance has to be demonstrated. Secondly, the 
change proposal must, at the same time, provide a 
broad, imprecise vision of what the change is, but, 
paradoxically, substantiate the case for change. 
Further, the new direction has to be disa re ated 
so that the implementation path can be clearly seen. 

What processes support successful change? In the 
NHS situation, one contributing process was the 
ability to generate effective managerial-clinical rela
tions. This observation points to the importance of 
change processes linking those responsible for 
designing change with those at the 'sharp end' of 
changing behaviours and attitudes. Such a process 
goes hand-in-hand with building co-operative net
works inside and outside the organization. 
Boundary spanners are also important. They are 



directly involved in trust-building, bargaining and 
deal-making as emergent aspects of content and 
context develop. A further process supporting 
change in the NHS was simplifying and clarifying 
goals and priorities. Major change generates uncer
tainty and the success of a change effort is assisted if 
managers can focus the agenda of change upon key 
priorities, especially in the face of constantly shift
ing pressures, such as the 'culture of panics' charac
teristic of the NHS (Pettigrew et al. 1992: 288). 

The third project was the largest and most ambi
tious. The Innovative Forms of Organizing (INN
FORMS) project examined organizational innovation 
in almost 800 firms in Europe, Japan and the USA, at 
two time points, 1992 and 1996. It involved a large
scale survey and 18 detailed case studies. The survey 
showed variation between countries, indicating the 
influence of natismal institutions. The survey showed 
that less than 5°~ of firms were simultaneously chang
ing their boundaries, structures and processes despite 
'a performance premium of more than 60%' for those 
that did (Pettigrew and Fenton 2000: 281). This sur
prising observation led the authors to the role of 
'complementarities' and the J-curve. 

Complementarity theory has a clear affinity with 
configuration theory and the notion of archetypes. 
It shares with configuration theory a focus upon 
'holism, the importance of mutual reinforcement 
and the problem of change' (Whittington and 
Pettigrew 2003: 127). The basic idea is that doing 
more of one thing increases returns from doing 
more of another by providing an internal synergy. 
This idea has several implications for change. It is 
only when initiatives 'are cumulated into comple
mentary packages' (Whittington and Pettigrew 
2003: 129) that they show performance benefits. 
Hence, complementarities require 'strong central 
leadership, capable of imposing and maintaining 
coherence between complementary elements' 
(Whittington and Pettigrew 2003: 129). However, 
change cannot be accomplished in an instant: 

The challenge for managers, therefore, is to manage 
the steps between untangling one complementary 
system and bedding down the new complemen
tary system. With no new system in place, and with 
some of its building blocks potentially dysfunc
tional as they await their complements, organiza
tions in transition are likely to suffer severe 
performance penalties, possibly worse than the 
original status quo (Whittington and Pettigrew 
2003: 129). 

In short, things get worse before they get better. 
Therefore, 'leadership must be strong, not just 
to assemble comprehensive programmes, but to 
survive the long gap before the positive effects of 
completed systems kick in' (Whittington and 
Pettigrew 2003: 131). Strong leadership requires 
the ability to orchestrate the multiple, additive 
processes and the simplifying processes identified in 
earlier work. Simplifying processes included the 
provision of 'clear, simple and evocative messages', 
periodic pruning of'burgeoning' network complex
ity and use of IT to facilitate intraorganizational 
communication. 

Conclusion 

A central purpose of this research programme is to 
show how a contextual, historical and processual 
approach to understanding change produces inti
mations, suggestions and understandings rather 
than definitive causes and irreversible relationships. 
Because organizations are different in their specific 
contexts and histories, Pettigrew is repeatedly 
cautious of offering a singular theory of change. 
Nevertheless, from the work conducted by Pettigrew 
and colleagues, several key insights about the man
agement of change can be highlighted. 

First, change is problematical because of cogni
tive frames that blind most organizational members 
to the need for change. These frames are embedded 
in organizational routines that privilege the inter
ests of certain stakeholders. Change is also problem
atical because modern organizational forms are 
more complex than predecessor forms. Finally, 
change is problematical because of the holistic 
nature of organizational systems: multiple parts of 
the organization have to move before performance 
benefits begin to be realized. Politically, moving an 
organization though the J-curve requires consider
able leadership skill and power, to move the organi
zation beyond the bottom of the curve. 

Secondly, change will not occur without sus
tained market or (as in the case of the NHS study) 
institutional pressures. These pressures have to be 
recognized by skillful leaders who prepare organiza
tions for change by delegitimating existing frames 
and legitimating new ones. Using the language of 
neo-institutional theory, the need for change has to 
be theorized within the organization. There is a 
potential tension between the dynamics of change 
legitimation and of complementarities. On the one 

hand, underlying legitimation is the need to persuade 
rather than coerce members into not only accept
ing that change is preferable, but that the proposed 
direction of change is worthy of commitment. 
Change will not occur until this lengthy, after 
incremental process is accomplished. Yet, the 
transitional performance decline implied by the 
J-curve points to the benefit of speed. Reconciling 
these two dynamics requires sustained and skillful 
leadership. 

Thirdly, the processes of leadership occur not as 
dramatic interventions, but in the form of additive, 
often opportunistic, skillfully timed interventions 
that aggregate into a direction of change. The chal
lenge of sustaining the momentum required for 
change is considerable. Some organizational con
texts, however, are more receptive than others to 
change, i.e. those that are integrative in their struc
tures and information processes. Finally, effective 
processes include simplifying mechanisms that 
guide and stabilize progress towards change. In the 
midst of the buzzing array of initiatives and perfor
mance uncertainties, leadership has to recurrently 
simplify the purpose of change (the 'why') and the 
processes of achieving it (the 'how'). 

Conclusions 

Change is one of the grand themes in the social 
sciences and today is a central theme in organization 
theory. From the rnid-1980s, change has been a 
point of intellectual debate and theoretical consid
eration. This chapter has traced the development of 
ideas about change, from early considerations 
within the major perspectives of organization 
theory, to more explicit theorizing about change 
from the mid-1980s onwards. We emphasized that 
this progression was associated with increasing 
recognition of the difficulty of change and of the 
importance of field-level processes. We used three 
theories to illustrate the range of questions cur
rently being addressed: What are the dynamics that 
precipitate change? Where do new organizational 
forms arise and how is the choice-set of socially 
approved organizational templates extended or 
revised? What are the temporal and organizational 
processes by which change unfolds? Can change be 
successfully managed and, if so, how? 

The literature on change cannot be summarized 
as a neat package of agreed-upon conclusions. There 

is broad agreement on the difficulties of achieving 
organizational change and on some of the key 
processes that are involved in the emergence of new 
organizational forms and the complexities of adopt
ing them. We certainly know more today than in the 
late 1960s. The theories summarized in this chapter 
testify to the progress made. Yet, there is clearly much 
that is not known. 

We especially need to know more about the co
evolution of field level and organizational arrange
ments. In this sense, we concur with Pettigrew's call 
for more historical and multi-levelled analysis, in 
order to tease out the ways that institutional and 
market structures interact with each other, shaping 
organizational responses and, in turn, being shaped 
by them. There are clear exemplars of this approach, 
but too few. 

However, perhaps the most glaring weakness in 
current studies is the absence of concern for the 
consequences of change. Studies of organizational 
change basically concerned how the choice-sets of 
organizational templates changes our time, and with 
the responses of organizations to them. Where and 
how do new organizational forms arise? And, to what 
extent and by which means can organizations exer
cise choice between that choice-set? Rarely do we ask 
about the effect of these macro and micro processes. 
Perrow (2002) has gone furthest in exploring the rela
tionship between organizational form (especially the 
large corporation) and class interests within society. 
The focus links the choice-set of organizational forms 
to the material consequences for groups within 
society. We need to know about these sorts of conse
quences. We also need to know more about the con
sequences of organizations moving within that 
choice-set. Does the shift from a vertically integrated 
M-Form to a geographically dispersed organizational 
network affect the material and other interests of dif
ferent stakeholders and in different locations? Our 
presumption is that it does, but theory is silent on this 
question. Does the empirically documented shift in 
the organizational forms of accounting firms, from 
the relatively modest-sized professional partnership 
to a more corporatist and managerial transnational 
form, have implications for the practice of profes
sional work, relationships between professions and 
clients and the workings of financial and capital 
markets? Almost certainly: but we know little about 
such consequences. 

We know much more today than in the 1960s. 
However, there are few absolutes. In reality, we 



profess to know more than we do and there is a 
worrying disjunct between our research observa
tions and our claims to practitioners (Miller et al. 
1997). We suspect that, a decade from now, the study 
of radical organization change will still be a high pri
ority within organization theory, both because of its 
relevance to the experiences of organizations and 
because of the multiplicity of important themes 
within it. We also suspect that we will especially 
know much more about how and why individual 
organizations can manage radical change. We are less 
optimistic that we will know much about its broader 
societal consequences. 
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2.17 Seeing Organizations Differently: 
Three Lenses on Compassion 

PETER J. FROST\ JANE E. DUTTON, SALLY MAITLIS, JACOBA 
M. LILIUS, JASON M. KANOV AND MONICA C. WORLINE 

One of the unspoken realities of life in organizations 
is that people suffer. Someone who has just been 
told that she has breast cancer confronts a jolt to her 
confidence and her sense of mortality that play out 
at work as well as in other spheres of her life. 
Someone who is dealing with dashed hopes of pro
motion or is feeling marginalized at work may expe
rience sadness and deflation. Someone who is 
dealing with the breakdown of a personal relation
ship, or is struggling with difficult financial issues, 
or is working overtime to care for an ageing parent 
may feel a loss of control and a growing sense of 
hopelessness that affects his work, despite the expec
tation in many organizations that such emotions be 
checked at the door. People with these burdens carry 
them wherever they go, regardless of expectations 
that suffering should not affect work. While organi
zational rules and policies can sometimes lessen or 
alleviate pain, compassion can help to make a heavy 
burden of suffering more bearable. This chapter is 
founded on the assumption that compassion is a 
healing force that is indispensable in organizations. 

The desire to see organizations as purely rational 
and calculated systems is not only a managerial one, 
but also one that has a long history in organizational 
studies (see Taylor 1911; Mastenbroek 2000). For 
this reason, a chapter on compassion in organiza
tions may seem somehow out of place in a hand
book for organizational scholars. Many theorists 
have challenged the desire to simplify workplaces, to 
dilute their emotional and relational qualities, and 
to quantify the terms of organizational life in tidy 
units (see for example, Salovey and Mayer 1990; 
Ashforth and Humphrey 1995; Fineman 1996, 2000; 
Fletcher 1999; Rafaeli and Worline 2001; Dutton 
2003; Frost 2003). This chapter is a response to those 
challenges. The value of seeing compassion in orga
nizations is that it brings the organic, the moving 

and heartfelt, the emotional, and the relational 
elements of life into sharp relief. A chapter on com
passion shows us that we cannot fully see organiza
tions until we allow people to speak the unspoken 
reality of suffering and reveal the human response 
to suffering that is compassion. 

Feeding the Wolf of 
Compassion 

He said to them, 'A fight is going on inside me .. . it 
is a terrible fight and it is between two wolves. One 
wolf represents fear, anger, envy, sorrow, regret, 
greed, arrogance, self-pity, guilt, resentment, inferi
ority, lies, fa lse pride, superiority and ego. The other 
wolf stands for joy, peace, love, hope, sharing, seren
ity, humility, kindness, benevolence, friendship, 
empathy, generosity, truth, compassion and fait h. 
The same fight is going on inside you, and inside 
every other person, too.' They thought about it for a 
minute and then one child asked his grandfather, 
'Which wolf will win?' The old Cherokee simply 
replied .. . 'The one you feed' (Cherokee Proverb 
[www.snowowl.com]). 

The two wolves in this old Cherokee proverb can also 
be found fighting it out in organization studies. The 
first we regard as the wolf of ego, characterized by 
self-interest and negativity; the second as the wolf of 
compassion, characterized by humanity and virtue. 
While both wolves get fed in practice, organizational 
scholars spend a disproportionate amount of time 
attending to the wolf of ego in their theories and 
research. Historically, scholarship demonstrates a 
strong bias, apparent in psychological and organiza
tional research, toward understanding negative or 
detrimental conditions rather than positive or virtu
ous ones (Seligman and Csikszentmihalyi 2000; 




