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The evolutionary perspective on strategy process conceptualizes an organization as an ecology of strategic initiatives (Burgelman, 1991; 1994; 2002; Floyd & Wooldridge, 2000; Lovas & Ghoshal, 2000; Chakravarthy, Müller-Stewens, Lorange & Lechner, 2003). As discrete, proactive undertakings, strategic initiatives either reinforce the current strategy or alter it in order to re-align the organization with changed environmental conditions. It has been argued that their evolution is shaped and determined by the organizational context; this context mirror-images the conditions of the external market environment and acts therefore as an internal selection mechanism (Burgelman, 1991; Lovas & Ghoshal, 2000). According to Barnett and Burgelman (1996:7): “External selection and internal selection, together, determine the fates of organizations. Those that continue to survive have an internal selection environment that reflects the relevant selection pressure in the external environment and produce externally viable new strategic variations that are internally selected and retained.” 

While previous work has mainly focused on the role of the so called structural and strategic context (Bower, 1970; Burgelman, 1983 a/b, 1991), we introduce in this paper the notion of a social context in which these initiatives are embedded. As initiatives are pursued by formal groups (or informal coalitions), it is reasonable to assume that the type and quality of their social relations to other organizational actors matters substantially for their survival. However, considering the literature on social network research, it is ambiguous what the effect of these social linkages for the selection of initiatives might actually be. On the one hand, it has been shown that social relations have the potential to facilitate innovative activity and gain support and assistance (Nahapiet & Ghoshal, 1998; Tsai & Ghoshal, 1998; Tsai, 2001). On the other hand, it has been argued that there might also be negative consequences. E.g. the phenomenon of “over-embeddedness” points to the tendency that social relationships might also constrain an actor’s ability to act efficiently (Uzzi, 1996; 1997). 

The purpose of this paper is to sort out these inconsistencies about the effects of social linkages and to develop a theoretical model that is able to grasp the relationship between social context (represented by the embeddedness of initiative groups in the intrafirm network) and the performance of strategic initiatives. In particular we want to achieve three things: First, we want to demonstrate the general significance of social context for strategy making. Second, building upon the distinction of relational, structural, positional and cognitive embeddedness, we will show that these four embeddedness dimensions have a curvilinear relationship to the performance of initiatives. In our eyes, these curvilinear relations are key in disentangling contradictions in social network research. And third, we will extend this research by integrating the content of the initiative as a key contingency. Based upon the distinction of exploration/exploitation (March, 1991), we show that exploratory undertakings require a different social setting and therefore a different management approach than their exploitive counterparts. In sum, we hope to extend the notion of organizational context in strategy process research by incorporating its under-investigated “social side”. 

Theoretical Background

Strategic initiatives have received increasing attention as the core building blocks of strategy making (Bower, 1970; Burgelman, 1983 a/b; 1991; 1994; 2002; Floyd & Wooldridge, 2000; Lovas & Ghoshal, 2000). For our purpose, we define strategic initiatives as discrete proactive undertakings that are launched by ideas, comprised of groups and reinforce or alter the current strategy of the firm. This definition incorporates both formal and informal initiatives. It also encompasses initiatives triggered by top, middle, lower management or combinations of them. Further, based upon an evolutionary perspective, we define the performance of initiatives in terms of their survival in the organizational ecology. This implies that corporate resources and top managers’ attention are allocated to the initiative and that the initiative is integrated in the current strategy of the firm, thereby reinforcing or altering it.
The Structural and Strategic Context for Initiatives  
Although researchers have emphasized the importance of the organizational context for strategy making, so far their attention has mainly focused on the impact of the structural and strategic context (Bower, 1970; Burgelman, 1983 a/b, 1991). The structural context encompasses all administrative systems and processes, such as planning or budgeting systems. These steer the allocation of resources towards initiatives (Noda & Bower, 1996). It has been broadly defined as “various organizational and administrative mechanisms” (Noda & Bower, 1996: 160). Top management can directly set those management systems in place and use them to steer the subsequent selection of new initiatives. Because the structural context is in line with the officially espoused strategy of a firm, all selected initiatives are tightly coupled to this strategy as well. Therefore, the structural context is perceived as a quite strict and rigid selection mechanism picking just those initiatives that fit to the pre-defined requirements.

Besides this, the strategic context allows autonomous initiatives, operating outside the domain of the current strategy, to receive top management attention and to amend the corporate strategy (Burgelman, 1983 a/b; 1991; 2002). The strategic context involves few rules, many interactions, and a political process and is therefore more of an informal context (Burgelman, 1983b; 1991). While the structural context affects all initiatives, the strategic context refers to only those initiatives that deviate from the current strategy and represent autonomous strategic behavior within the organization. These initiatives again compete for scare resources and top management attention, but are only able to gain those through micro-political processes of negotiation, persuasion or coalitions-building. In contrast to the structural context, top management is not able to directly steer this selection mechanism due to the political ambiguities of this process. However, it can indirectly influence this context by creating an environment that gives space and allows for the development of such autonomous undertakings.

The Social Context of Initiatives: An embeddedness perspective
In extension to these thoughts, we introduce the notion of the social context. This context focuses on formal and informal social relationships. It deals with norms and values that either support or impede the survival of new initiatives. More specifically, it is conceptualized as the embeddedness of the initiative team in the intrafirm network. It starts from the premise that those initiatives that create a particular social context are able to gain scarce corporate resources and top managers’ attention, and can therefore survive in an evolutionary sense. In contrast, initiatives that do not create the appropriate social context are less likely to survive. Hence, the social context serves as an internal selection mechanism in the same way as the structural and strategic context. However, in contrast to the structural context, top management cannot directly, but only indirectly influence the selection process of this context. 

A key insight of research on social embeddedness is the recognition that purposeful behavior of social actors is influenced by the concrete and enduring social relationships in which these actors are embedded (Granovetter, 1985; Zukin & DiMaggio, 1990; Uzzi, 1996; 1997; Dacin et al., 1999). For our purpose, the relationship between social context, represented by intrafirm network embeddedness, and the performance of strategic initiatives is confronted with two major challenges that are neither theoretically nor empirically fully resolved. The first is based on divergent opinions about the effects of embeddedness. While most scholars emphasize its positive side in terms of access to information, resources or support (Granovetter, 1985; Zukin & DiMaggio, 1990; Tsai & Ghoshal, 1998; Tsai, 2001), others are more doubtful about its merits and consider negative effects as well (Uzzi, 1996; 1997; Gargiulo & Benassi, 2000; Chung et al., 2000). 

The second challenge is related to the embeddedness construct itself. Studies differ widely with regards to the dimensions of the construct. In order to capture the role of embeddedness in the performance of strategic initiatives, we propose four dimensions of embeddedness that have received broad theoretical and empirical support, namely relational, structural, positional, and cognitive embeddedness (Zukin & DiMaggio, 1990; Granovetter, 1992; Gulati & Gargiulo, 1999; Nahapiet & Ghoshal, 1998; Tsai & Ghoshal, 1998; Simsek et al., 2003). Relational embeddedness focuses on assets rooted in the quality of relationships, such as the level of trust and friendship. Structural embeddedness refers to the structure of relations around the focal group and the configuration of ties that make up the unit’s network (Zukin & DiMaggio, 1990). Positional embeddedness refers to the position a particular unit occupies in the network, independent of the characteristics of its partners (Gulati & Gargiulo, 1999). And finally, cognitive embeddedness refers to similarity in the mental representations, interpretations, mental models and worldviews shared by the focal group with the other actors in organization (Nahapiet & Ghoshal, 1998).
EMBEDDEDNESS AND STRATEGIC INITIATIVES
Based on these considerations, we propose a theoretical framework that examines the impact of social context on the performance of strategic initiatives. The framework is based on four assumptions. First, as already indicated, strategic initiatives are the core vehicle for strategy making, by either reinforcing or altering the existing strategy (Bower, 1970; Burgelman, 1983 a/b; 1991; Lovas & Ghoshal, 2000). Second, the social context is represented by the embeddedness of the groups pursuing initiatives in the intrafirm network. As initiatives are fostered by formal groups or informal coalitions, their network of social relations is expected to have a direct impact on the outcome of new initiatives. Third, we focus on inter-unit relationships within an organization, where the relevant network is composed of the linkages between initiative groups and all other relevant organizational units/ actors. As strategy processes often cycle through several management levels, social actors of various types and on various levels may be part of the network. Fourth, as argued by other researchers (Powell, Koput and Smith-Doerr, 1996; Miller, 1996), the four theoretical dimensions of embeddedness are too broad to lend themselves to the development of refutable research propositions. Therefore, we focus on more specific variables: relational embeddedness as tie strength, structural embeddedness as structural autonomy, positional embeddedness as centrality, and cognitive embeddedness as shared vision.  The effects of these four dimensions on initiative performance are summarized in figure 1. In the following paragraphs, we examine these relationships in detail. 

Impact of Tie Strength (Relational Embeddedness)

Granovetter (1973: 1361) introduced the idea of tie strength and defined it as a “combination of the amount of time, the emotional intensity, the intimacy (mutual confiding), and the reciprocal services which characterize the tie.” Several arguments speak for its positive effects. First, strong ties facilitate the transfer of fine-grained information and tacit knowledge (Uzzi, 1996) as they create a channel through which knowledge and information can flow easily. Hansen (1999) shows, for example, that new product development groups with strong ties to other actors are more efficient in transferring non-codified (tacit) knowledge. Strong ties to a large number of other organizational actors, therefore, enable an initiative group to develop the information and knowledge base associated with initiative success more efficiently. 

Increasing tie strength is also likely to increase the levels of trust between the initiative group and the other organizational actors (Krackhardt, 1992; Gulati et al., 2000). Higher trust further increases the success of transferring information and knowledge (Szulanski, 1996) and reduces the search costs involved in such transfers (Gulati et al., 2000). Levinthal & March (1993) argue that trust enhances the capacity of actors to learn from one another. Similarly, Rangan (2000) argues that exchanges between actors with strong, trusting ties are more efficient because more information leads to better resource allocation and because trust reduces the need for formal contracts.

The third effect stemming from tie strength is increased levels of support between the initiative group and other organizational actors. Strong ties to the rest of the organization are likely to increase the initiative group’s connection to key stakeholders, thereby enhancing the perceived desirability and acceptability of the initiative within the organization and thus its likelihood for success (e.g. McAllister, 1995; Nelson, 1989; Floyd & Wooldridge, 2000; Krackhardt, 1992). 

At a certain point, however, each marginal increase in the strength of existing ties is likely to have diminishing returns to the information or knowledge base of the initiative group. The more information exchanged between the group and other organizational actors, the higher the probability that additional exchanges produce decreasing marginal benefits for the initiative group (Gulati, 1995; Chung et al., 2000; Gargiulo & Benassi, 2000). 

Moreover, strongly tied initiative groups are less likely to search for links to new actors (Hansen, 1999), due to feelings of familiarity and trust with the existing partners (Gulati, 1995). This is likely to diminish an initiative group’s access to information and hence its flexibility in the face of change. Further, at a high level of tie strength the initiative group is not only less willing but also less able to change its partner portfolio (Marsden & Campbell, 1984; Hansen, 1999). Feelings of friendship and obligation can become so strong that effective actions are constrained or original goals derailed (Gimeno & Woo, 1996; Uzzi, 1997; Portes & Sensebrenner, 1993). Partners may become locked in endless mutual exchanges that have little economic value (Gargiulo and Benassi, 2000). This limits access to new information and the group’s ability to seek out new sources of support, which is likely to diminish the performance of the initiative.

Summing up, we have argued that with an increasing level of tie strength the positive effects are diminishing and the negative effects are increasing, which is why we propose a curvilinear inverted u-shaped relationship between tie strength and the performance of strategic initiatives. 

P1: There is an inverted u-shaped relationship between the degree of tie strength (in terms of the initiative groups and other organizational actors) and the performance of strategic initiatives.

The Impact of Structural Autonomy (Structural Embeddedness) 

Structurally autonomous initiative groups have links to organizational actors that are not connected to one another (Burt, 1992). Structural autonomy increases access to diverse information (Burt, 1992; Gnyawali & Madhavan, 2001; Koka & Prescott, 2002), which is important because diversity is associated with a broader knowledge base. This breadth, in turn, increases the likelihood that proposals coming out of such a group represent higher quality alternatives. Much as they are exposed to a greater variety of information, structural autonomous initiative groups get to know a greater variety of interests and concerns within the network (Gulati, 1995; Gulati & Gargiulo, 1999). This allows the group to integrate more of these issues into their proposals; thereby increasing the amount of organizational support for the initiative and reducing the possibility that others will attempt to undermine it. The structural autonomous initiative group is also in a position to control the flow of information within the network (Burt, 1992), making the unconnected actors dependent on the autonomous group.  Such dependency creates power that can be used to gain additional support, information and resources, which increases the likelihood for success.

There are also negative effects at high levels of structural autonomy. If the group internalizes too much diverse information, it may focus on exploring new capabilities at the expense of exploiting existing ones (Koka & Prescott, 2002). Groups that engage only in seeking new information will suffer from never capitalizing on their discoveries (Levinthal & March, 1993, McGrath, 2001). In addition, having access to a diverse information base and broad range of interests increases the risk of confusion within the group, and at high levels, this may lead to ineffective and inefficient actions. Moreover, the more any group monopolizes power within a network the greater the probability that dependant actors will try to change the network structure in order to overcome the monopolistic situation (Gnyawali & Madhavan, 2001). 

As the benefits decrease and the costs increase with an increasing level of structural embeddedness, the net effect is a curvilinear, inverted u-shaped relationship between structural autonomy and the performance of strategic initiatives. Thus, we propose:

P2: There is an inverted u-shaped relationship between the level of the initiative  group’s structural autonomy (with regards to other organizational actors) and the performance of strategic initiatives. 

The Impact of Centrality (Positional Embeddedness) 

Centrality describes the amount of contacts the group has with other organizational actors. First, centrally located initiative groups have more control and power within the firm (Burt, 1992; Brass & Burckhardt, 1992; Ibarra, 1993). This allows the initiative group to pursue its ideas more easily, as it is confronted with less resistance and more support within the organization. 

The second effect of centrality is superior access to critical information and resource flows, due to the group’s connection to many other organizational actors (Gulati et al., 2000; Gnyawali & Madhavan, 2001). Such resources and information increase the initiative group’s innovative activity (Tsai, 2001), its flexibility and its chances to successfully pursue the initiative (e.g. Bower, 1970). As central actors are likely to gain information about new developments and external changes sooner than others (Valente, 1995), they can react to those changes earlier and outperform competing undertakings.

On the negative side, a powerful position increases the risk that the peripheral actors withhold valuable information, resources and support (Sparrowe et al., 2001) and that they try to change the network structure (Uzzi, 1997). Both activities reduce the influential position of the centrally located initiative group and influence the performance of the initiative negatively. Moreover, as groups reach the limits of their ability to process information, increasing access needlessly consumes time. The group may become over-confidence, believing that its existing network provides all relevant and valuable information (Koka & Prescott, 2002; Stevenson and Greenberg, 2000). Finally, each additional tie becomes another potential leakage point, i.e. a point through which valuable information may be conveyed to others (Gnyawali & Madhavan, 2001). Based on these arguments, we propose: 

P3: There is an inverted u-shaped relationship between the level of an initiative group’s centrality (with regards to other organizational actors) and the performance of strategic initiatives.

The Impact of Shared Vision (Cognitive Embeddedness)  

Shared vision refers to the degree that the initiative group shares common goals and aspirations with other organizational actors in the organization (Nahapiet & Ghoshal, 1998; Tsai & Ghoshal, 1998; Simsek at al., 2003). First, if the group and the other actors have a collective understanding of the environment, the company, and specific problems, the initiative is more likely to gain legitimacy within the firm (Baum & Oliver, 1991; Gavetti & Levinthal, 2000). Another positive effect of shared vision is the increasing communication efficiency between the initiative group and the actors (Tsai & Ghoshal, 1998; Szulanski, 1996). Similarly, Scott (2001) argues that shared beliefs enable different actors to develop quickly a common definition of the situation. Efficient communication allows the initiative group to transfer information rapidly and to capture small nuances and tacit components of knowledge of other actors’ know how. Thus, the group may develop an initiative based on a richer, more complex information base. Assuming that such complexity is mirrored in the intra-organizational and extra-organizational environment, a more complex picture of the situation within the group likely improves its effectiveness and enhances the performance of the initiative 

On the negative side, however, if a shared vision is too strong, it may create a mind set very close to groupthink (Janis, 1972) -- the well known risk that like minded decision-making groups fail to recognize or take account of new or discrepant information. Mental models limit search and reduce the number of alternatives considered (e.g. Barr et al., 1992; Oliver, 1996; Leonard-Barton, 1992). When this happens initiative groups are likely to ignore important information, make poor choices, and ultimately, completely loose support within the network. Moreover, an initiative group occupied with integrating more and more marginally informative input, is not likely to be very creative (Hurst, Rush & White, 1989), and when the initiative encounters unanticipated obstacles, novel solutions may not be forthcoming in a timely manner (e.g. Simsek et al., 2003). 

Drawing on these arguments, the optimal level of cognitive embeddedness is likely to be between extreme homogeneity and heterogeneity. 

P4: There is an inverted u-shaped relationship between the level of shared vision between the initiative group and other organizational actors and the performance of strategic initiatives.  

Exploratory and exploitive initiatives as key contingencies  

The above arguments suggest an optimal point along the curves defining the relationship between the four dimensions of embeddedness and the performance of strategic initiatives. We would argue that the content of an initiative influences the level at which such optimal effects arise. For example, if an initiative builds on existing capabilities, it makes sense to exploit these similarities and to create strong ties around the initiative. However, if an initiative taps into an un-familiar market or requires innovative approaches, it makes sense to assume that it requires a different social setting. Based on this reasoning, we argue that the distinction between exploration/ exploitation (March, 1991) offers a basis for conceptualizing the task-related contingencies associated with optimal levels of each dimension of embeddedness. 

Exploratory initiatives are about “search, variation, risk taking, experimentation, play, flexibility, discovery, innovation” (March, 1991: 7). They are intended to create or develop new capabilities. To succeed, group pursuing such initiatives need to generate new knowledge and to gain power.  A broad knowledge base enables the group to adapt to the environment more effectively (McGrath, 2001). This increases the likelihood that it will produce externally viable solutions (Burgelman, 1991; Floyd & Wooldridge, 2000). In addition, a group exploring a radically new approach needs power to influence the resource allocation and agenda building processes. Because exploratory initiatives lie outside the existing capability set of the firm, they face more resistance within the organization (Burgelman, 1983b). We argue that combination of a low level of tie strength and shared vision and a high level of centrality and structural autonomy is beneficial for the success of exploratory initiatives. 

Stronger ties decrease the group’s willingness and ability to change its partner portfolio (Gulati, 1995). This in turn reduces access to new information and the ability to create new knowledge. A lower level of tie strength, on the other hand, enables the group to change its partner portfolio frequently and increase its knowledge base. Similarly, a strong shared vision between the initiative group and other organizational actors decreases the group’s desire for new information. The company as a whole already agrees to a dominant logic (Prahalad & Bettis, 1986) and therefore sees little need to integrate new knowledge or search for additional alternatives (Barr et al., 1992). At a lower level of shared vision, diversity exists, and the focal unit is more likely to increase its knowledge base. On the other hand, increasing structural autonomy increases the unit’s possibility to gain diverse information and access to various interests, broadening its knowledge base. Similarly, a higher level of centrality makes the focal group better off. By occupying a central position in the network the initiative group can access various strategic resources, which again increase the unit’s knowledge base (Tsai, 2001). Further a high level of centrality and structural autonomy increases the power of the initiative group. However, the level of centrality and structural autonomy should not be too high as this again decreases the groups’ performance. 
Exploitive initiatives are about “refinement, choice, production, efficiency, selection, implementation, execution” (March, 1991: 7). They focus on the improvement of existing capabilities. Initiative groups pursuing such initiatives need to focus and be efficient in order to achieve high performance. Integrating new knowledge may even hinder their performance (McGrath, 2001), as this reduces the coherence of the proposals with the existing knowledge base (Bower, 1970; Burgelman, 1991). Further, exploitive initiative need to be efficient in order to survive. As an interviewee in Burgelman’s in Intel (1991: 244) states: “Focus on a few things and do them right”. We argue that a combination of a high level of tie strength and shared vision and a low level of centrality and structural autonomy is associated with high performance in exploitive initiatives. 

If tie strength increases, the initiative group is more likely to gain fine-grained information, support and trust, which enables the unit to deepen its focus on the existing knowledge base.  Further, increasing shared vision increases the group’s ability to integrate existing values and norms within the initiative; it also increases the communication efficiency between the group and other organizational actors. However, the level of tie strength and shared vision should not be too high as this might again reduce the performance of the group. On the other side, the focal group is better off if it is located at a less central position because increasing centrality decreases the time available in the group to pursue the development of the initiative. Also, an increasing level of structural autonomy decreases the group’s ability to focus on existing knowledge and decreases its performance. 

In short, for exploratory initiatives the goal is to create or develop new capabilities. Thus, new knowledge and power are important and maximum initiative performance stems from a higher level of centrality and structural autonomy and a lower level of tie strength and shared vision. For exploitive initiatives the goal is to improve and refine existing knowledge. Thus, focusing and efficiency are important and maximum initiative performance is based on a higher level of tie strength and shared vision and a lower level of centrality and structural autonomy. This discussion suggests that the degree of exploration influences the apex, or the performance-optimizing point of the curve defining the aggregate effects of embeddedness on initiative performance.

Thus, for exploratory and exploitive initiatives there appears to be a certain optimum level of embeddedness along all four dimensions that maximizes initiative performance. Such a formulation reflects what Schoonhoven (1981: 354) labeled “a ‘matching’ or ‘maximizing’ theory” (Priem, 1990). Summarizing these arguments, we propose:
P5: For exploratory initiatives, lower levels of tie strength and shared vision and higher levels of centrality and structural autonomy are associated with higher initiative performance.

P6: For exploitive initiatives, higher levels of tie strength and shared vision and lower levels of centrality and structural autonomy are associated with higher initiative performance.
Discussion and Conclusion

In this paper, we argued for inverted u-shaped effects of embeddedness on initiative performance. While the benefits of embeddedness increase at lower levels, the costs increase at higher levels. Further, we argued that the optimal level of embeddedness differs with respect to the content of initiatives. For exploratory initiatives, a lower level of relational and cognitive and a higher level of structural and positional embeddedness are likely to be associated with superior performance. For exploitive initiatives, a higher level of relational and cognitive and a lower level of structural and positional embeddedness are likely to be associated with superior performance. 

Implications 

This model complements previous research that has emphasized the role of the structural context (Bower, 1970; Burgelman, 1983 a/b, 1991; Lovas & Ghoshal, 2000) and strategic context determination (Burgelman, 1983 a/b) by introducing social relations as an additional, so far under-researched context that is relevant to the success of initiatives. Moreover,
by elaborating the contingencies between context, initiative content and performance, our research points towards certain optimal combinations across these factors. Different types of initiatives require varying social contexts in order to develop and to survive.

It is widely assumed that exploration/ exploitation should be balanced in order to ensure the long term survival of the organization (March, 1991). However, it is difficult to maintain this balance, as companies tend to focus on one side or the other and have problems switching modes. Some researchers argue that the only way to balance exploration and exploitation is to implement them sequentially (e.g. Nonaka, 1994). However, our research offers another possibility. By fostering two distinctive internal selection environments, which facilitate the development and survival of exploratory and exploitive initiatives, firms might be able to master this challenge. 

The present model also has implications for social network research. Prior research on intra-firm networks has highlighted the positive side of social relationships, arguing on a “more is better” basis (e.g. Tsai & Ghoshal, 1998; Ghoshal & Bartlett, 1990; Nahapiet & Ghoshal, 1998). Our research highlights not only decreasing returns to social factors, but also the possibility that these factors may actually impede the progress of initiatives. 

Overall, research on the social context of strategy processes is just in the beginning. As our arguments suggest, the causal linkages in this area reveal a complex set of relationships requiring further conceptual and empirical work. We hope that our study is a first step in disentangling these linkages.  
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Figure 1: The controversial effects of embeddedness on the performance of strategic initiatives 
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Figure 2

 Embeddedness-Initiative Performance relationship moderated by exploratory initiatives (vice versa for exploitive initiatives)
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