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INNOVATIONS IN ORGANISATIONS:
AN INTEGRATIVE FRAMEWORK

Abstract. Current research on innovations builds exten-
sively on network analysis demonstrating how differ-
ent characteristics of social networks affect the ability
of organisations to secure a continuous flow of inno-
vation. This research, however, is highly fragmented,
emphasising different features of social networks hav-
ing an effect on various types of innovation at differ-
ent organisational levels. The result is a plethora of
research findings that do not systematically inform the
subject matter or provide clear guidance for practition-
ers in organisations. In this paper, we address this gap
and propose an integrative framework to help bring the
divergent streams of research together and contribute
to a better understanding of organisational innovation.
We propose to distinguish between two dimensions:
innovation type and organisational level. These distinc-
tions robustly describe characteristic organisational
contexts in which innovation takes place. We conclude
by proposing for each organisational context how spe-
cific network characteristics affect innovation.

Key words: innovations, social networks, organisation-
al context

Introduction

The ability to innovate is considered one of the key features of modern
organisations allowing them to achieve a competitive advantage and ensure
their long-term survival. Organisations’ ability to innovate is often linked
with the ideas of social networks within and between organisations. While
social networks are increasingly prominent in innovation research, there is
alack of common frameworks and theories to help integrate the highly frag-
mented research. The purpose of this paper is to examine the ways in which
current research has linked social networks to innovation in organisations
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and to offer an integrative framework for bringing the diverse streams of
research under a common conceptual umbrella.

While the network perspective may seem natural today, it is a relatively
new way to look at organisations. Until recently, economists and organi-
sational theorists used to view organisations as isolated agents interacting
with each other through the price mechanism on the market (Williamson,
1975; Teece, 1996). Today, it is commonly recognised that successful organi-
sations are associated with flexibility and specialisation (Piore and Sabel,
1984) because they provide them with the ability to identify market oppor-
tunities and respond faster to newly arising customer demand. The search
for an organisational form that would allow both specialisation and flexibil-
ity to flourish within the same organisation in spite of their implicit contra-
diction has brought social networks to the centre stage of organisational
design. This has happened gradually as the firms’ specialisations allowed
them to focus on core activities and deepen their specialised knowledge.
Innovation that takes place within organisations relies on knowledge that is
often tacit (Polanyi, 1966) and hard to articulate (Nelson and Winter, 1982).
Communication processes within organisations thus become vital as indi-
viduals need to be embedded in dense communication networks in order
to easily share knowledge across their specialities, organisational functions,
and divisions. On the other hand, organisations’ specialisations have also
led to a greater division of labour between different organisations, creat-
ing higher levels of internal and external interdependence that require
the building of relations within and between organisations. For example,
organisations focused on developments in technology and with access to
the needed innovation development infrastructure may not have the knowl-
edge required for putting new products on the market. Organisations have
become compelled to cooperate despite their own hierarchical rigidity
in order to access those critical resources they did not possess internally
(Todeva and Knoke, 2005) and thus to foster innovation. Technical pro-
gress and the dramatic reduction in information and communication costs
have broadened possibilities to accelerate innovative activities by engaging
in knowledge and innovation networks.

In the last 20 years we have witnessed the accumulation of a vast body of
literature looking at the effects of different kinds of network relationships
on the innovative performance of organisations. However, this literature
remains fragmented. Several strains of literature on innovation seem to exist
side by side without much effort at integration. This paper attempts to fill
this void and provides an integrative framework for linking innovations
with organisational networks and organisational structures.
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Theoretical perspectives on innovation

Definition and theories of innovation

To understand the main rationale behind innovations in organisations,
we first need to define the concept of innovation as well as discuss and
elaborate on the different forms of innovation. Innovation has consistently
been defined as the creation or adoption of an idea or behaviour new to the
organisation (Daft, 1978: 197). Kanter (1983: 20) further developed this defi-
nition and defined innovation as the process of bringing any new problem-
solving idea into use. Similarly, Thompson (1967: 2) defined innovation as
“the generation, acceptance and implementation of new ideas, processes,
products and services”. Here the emphasis is that innovation has only
occurred if new knowledge has been implemented or commercialised in
some way, which is similar to Schumpeter’s essential feature of innovation
as the one being carried out in practice (Schumpeter, 1942). Schumpeter
was one of the first to lay out a clear concept of innovation. He considered
innovation as an essential driver of competitiveness and economic dynam-
ics.

For Schumpeter (1934), innovations are introduced to the market by
entrepreneurs who create and introduce innovations and hence establish
“creative destruction” as an essential ingredient of economic development.
In his later work, he observed that innovation also requires resources such
as R&D and design. He focused on discontinuous (and intentional) changes.

There are several ways to classify innovations. Innovation theorists have
distinguished administrative innovations that involve changes in structure
and administrative processes from technical innovations that are directly
related to the primary work activity of an organisation (Damanpour, 1988).
The most widely cited theory is Daft’s (1978) dual-core model of organi-
sational innovation. The model suggests that technical innovation is a bot-
tom-up process that originates deep in the organisation’s technical core
while administrative ideas and innovations originate with administrators or
upper-level managers who initiate a top-down adoption and implementa-
tion process. Following Schumpeter’s theory of innovation, studies of tech-
nological innovation have distinguished between incremental and radical
innovation (Tushman and Romanelli, 1985), which is the distinction most
used in innovation studies. The categories of radical and incremental inno-
vation are intended as ends of a continuum representing the level of new
knowledge embedded in an innovation and are commonly used within
typologies that attempt to characterise a product’s or process’ degree of
innovativeness. Incremental innovation implies a linear, cumulative change
in a process or product, representing minor improvements or simple
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adjustments in current technology. For organisations, small improvements
in existing products and operations deliver ever greater value to customers.
On the other hand, radical innovations are nonlinear changes, representing
significant departures from existing practice or knowledge. Radical innova-
tion requires a very different culture to sustain it than for incremental inno-
vation.

In response to the increasing complexity of environments and organisa-
tions, Teece (1998) argues that different organisational arrangements are
suited to various types of competitive environments and differing types of
innovation. He distinguishes between autonomous and systemic innova-
tions that are fundamental to the choice of organisational design and to the
capabilities needed to produce the innovation. When innovation is autono-
mous, it can be managed within the decentralised organisational structure.
Systemic innovations, on the other hand, require information sharing and
coordinated adjustments throughout an entire system and favour integrated
organisational structures.

Types of innovation also differ for their targets. Some may be located
inside organisations like architectural innovations that apply technologi-
cal or process advances to fundamentally change some component or ele-
ment of their business. While some innovations are aimed at current cus-
tomers, others may be delivered to an existing market that lies beyond a
company’s current customer base. Still others may be focused on serving
an entirely new market that has yet to be clearly defined (Tushman and
O'Reilly, 2002). Most product innovations are sustaining, meaning they pro-
vide better quality or additional functioning for a higher price to the exist-
ing customers. Innovations that target new customers that lie beyond the
company’s current customer base are called disruptive innovations (Bower
and Christensen, 1995). They are distinct from other types of innovations
in that they are targeted to a new market by offering simpler, good-enough
alternatives and are believed to have a major impact on industry structures.

Network perspective

Theoretical perspectives on innovation have clearly shown that for
innovation to occur something more than the acquisition or generation of
knowledge is required: the knowledge must be put into action, resulting
for example in new or altered business processes within the organisation,
or changes in the products and services provided. Because knowledge is
directly linked with the individual and its experience, innovation inher-
ently involves the joining of people to produce a coordinated action that
leads to innovation. Research shows that the ability to transfer knowledge
effectively among individuals is critical to innovation (Nielsen, 2009; Wang,
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2010) and a host of other organisational processes and outcomes, including
the transfer of best practices (Szulanski, 1996), new product development
(Hansen, 1999) and organisational survival (Baum and Ingram, 1998).

The nature of relationships and the assets that are rooted in them have
manifested themselves in prior research as strength of relations and trust.
Accumulated evidence suggests that strong ties enable firms and units to
transfer knowledge (Uzzi, 1996; Hansen, 1999; Reagans and McEvily, 2003).
In this line of literature, strength of ties is characterised as a frequency of
relations (Hansen, 1999) which indicates that the strength of ties increases
with the frequency of interaction and communication. According to this
perspective, we can assume that more frequent communication leads to
more effective communication.

On the network level, the number of observed ties over all possible ties
(i.e. network density) is an important feature of social structure often viewed
as the network’s cohesiveness. Its positive implications for the network’s
performance have been presented by several authors, specifically in con-
nection with the building of trust in networks (Granovetter, 1985). Those
strongly knit ties are important instruments for avoiding potential strategic
advantages accruing to any actor in the network and have, therefore, a posi-
tive relationship with collective action. Accordingly, a strong interpersonal
connection is expected to have a positive effect on the ease of knowledge
transfer. In times of crisis, trust is what leads to cooperation (Krackhardt and
Stern, 1988).

In addition, people in different positions within the social network have
access to different information and knowledge. This indicates that one’s
position within an overall pattern of relationships determines whether the
knowledge that exists within the network can be used effectively. People
holding a central network position have the opportunity to learn from
many others in the network and contribute to the diversity of knowledge.
The measure of centrality in a communication network has been empiri-
cally associated with several important variables that might lead to a supe-
rior performance, like influence, cognition, attitudes to technology and
involvement in innovation (Ibarra, 1992). Besides centrality, network posi-
tion from a brokerage point of view can also provide interesting insights
into the innovation process since people connecting separate parts of a net-
work have access to diverse sources of information and knowledge (Burt,
2004).

If we look closely at the content of social ties, we see that, like many
other organisational processes, the knowledge transfer process is per-
formed in the context of various kinds of relations which may commonly
occur in organisations. Although they frequently overlap in organisations
(Ibarra, 1992), friendship and advice networks perform distinct functions.
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Advice networks are closely related to organisational power (Brass, 1992;
Ibarra, 1992), contribute to work-related knowledge (Morrison, 2002) and
job performance (Sparrowe et al., 2001) and are in use to solve problems
and provide technical information (Krackhardt and Hanson, 1993).

Innovation, organisation and social networks

In this part of the paper, we present the link between social networks
and innovations. We examine the nature of this relationship, first by review-
ing the recent literature from which the findings in this paper are presented.
We perform this review by distinguishing between individual, organisa-
tional and interorganisational levels of analysis because the networks at
these three levels involve different types of actors and therefore perform
differently. This is also the first step in building an integrated framework.
The second step follows in the next section where we look at how networks
at various organisational levels contribute to different types of innovation
and join both aspects within an integrative framework.

Individual level

At the individual level, scholars seek to understand the forces that stimu-
late innovation in organisations and enhance individuals’ ability to come up
with novel and useful solutions and to implement them. In the search for
the antecedents of innovation on the individual level of analysis, the social
network view provides insights into the individual’s structural position,
which appears to be a determining factor in fostering innovation (Ibarra,
1992; Burt, 2004). By studying a full network in one advertising and pub-
lic relations agency, Ibarra (1992) extends previous innovation research to
both the individual level of analysis and the role of informal networks as a
source of behaviourally- rather than reputationally-based power. Individu-
als’ innovation involvement, or the roles they play in technical and admin-
istrative innovation processes, was used here as an indicator of the exercise
of power. The study findings reveal that network centrality, combining five
centrality indexes - communication, advice, support, influence, and friend-
ship - into a single index, mediated the effects of the individual attributes
and formal position on innovation involvement (Ibarra, 1992).

The personal networks of top managers also play an important role in the
innovation process. They provide access to and control over resources and
knowledge (Uzzi, 1997). Research shows that the influence of managerial
ties on firm innovation is indirect. Business ties provide access to resources
and can exert a significant direct impact on knowledge creation processes,
which then impact innovation (Shu et al., 2012). A diverse communication
network increases the number of information sources, and diversity in the
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expertise of an organisation increases its capacity to innovate (Cohen and
Levinthal, 1990). Therefore, roles focusing more on communication with
individuals outside of the division seem to be preferable in the early phases
of an innovation project (Ancona and Caldwell, 1997). In the later phases of
the innovation process, communication should be more internally oriented
since in this stage the focus is more on meeting the set goals.

Unlike large firms, small and medium enterprises (SMEs) tend to have
limited financial resources and insufficient managerial infrastructure, and
therefore rely less on costly research and development (R&D) investment
for innovation activities and need to exploit other facilitating factors. Wang
et al. (2010) in their study of 49 Taiwanese companies in the bicycle indus-
try investigated the contributions of knowledge acquisition and knowledge
absorptive capacity to an SME’s product innovation. The study showed
that, aside from the R&D investment, the depth and breadth of an owner’s
prior technical experience contributed significantly to the SME’s knowledge
absorptive capacity. These results are in line with previous studies which
showed that top managers of organisations with a superior performance
engaged in more knowledge and information acquisition than the manag-
ers of organisations with a mediocre performance (Daft et al., 1998).

Organisational level

Before the 1990s most innovation research was conducted at the organi-
sational level of analysis. A consistent finding of these studies was that those
in positions of authority most strongly influence innovation (Van de Ven,
1986) because they have greater access to information and resource flows.
Intraorganisational studies that used systematic indicators of network posi-
tion (Brass, 1992; Krackhardt, 1992; Tushman and Romanelli, 1985) also
indicate that network centrality, which may differ from one’s formal posi-
tion, is a significant source of power (Brass, 1992). Exploring the dual-core
model, research at the organisational level of analysis indicates that vari-
ables pertaining to an organisation’s formal hierarchy, such as centralisa-
tion, relate more to administrative than to technical innovation (Daft, 1978;
Damanpour, 1988).

Dougherty and Hardy (1996) in their research on sustained product
innovation regarding 40 cases of new product development in 15 large
organisations reveal that the conceptualisation of power must extend
beyond the personal and encompass the organisational level. The authors
found that when product innovation occurred successfully it was powered
by the operational and middle levels of the organisational hierarchies and
based mostly on the particular networks, connections and experiences of
lower-level managers. They also revealed that primary reliance on such per-
sonal power is inherently ineffective for sustained innovation.
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At the organisational level, the links between the organisational units also
contribute to innovation. A central position in a network provides a unit
with important access to new knowledge. Researchers found that its impact
on business unit innovation and performance may depend on the extent to
which a unit can absorb such new knowledge. Cohen and Levinthal (1990)
labelled this ability “absorptive capacity”, which is a unit’s ability to recog-
nise the value of new, external information, assimilate it and apply it for
commercial ends (Cohen and Levinthal, 1990: 128).

Tsai (2001) extended prior research and in his study of interunit net-
works of two large multinational companies found that a unit’s innovative
capability significantly increased by its centrality in the intraorganisational
network. At the same time, organisational units that received more infor-
mation and knowledge due to their centrality in information networks
performed better in innovation if they had a higher knowledge absorptive
capacity. These results suggest that a unit has to invest significantly in its
absorptive capacity when expanding its network links.

Evidence gathered hitherto also suggests that the strength of ties affects
firms and units in the transfer knowledge (Hansen, 1999; Reagans and
McEvily, 2003). Based on Granovetter’s (1973) argument about the strength
of weak ties, distant and infrequent relationships (i.e., weak ties) appear well
suited for the transfer of novel information, while in contrast strong ties are
likely to lead to redundant information because they tend to occur among
a small group of actors in which everyone knows what the others know. In
his study of the interdivisional network in an electronics company, Hansen
(1999) found that weak interunit ties speed up projects when knowledge is
not complex but slow them down when knowledge is highly complex. This
means that both weak and strong relationships have the potential to con-
tribute to the efficient sharing of knowledge among units.

The notion that firms can improve their innovativeness by establishing
relations among employees and with users and customers for knowledge
has become prominent in innovation studies. In a study of 169 Danish firms,
Foss et al. (2011) studied the effect of interaction with customers on innova-
tion performance. The study shows that the link from customer knowledge
to innovation is completely mediated by new organisational practices, nota-
bly, intensive vertical and lateral communication, rewarding employees for
sharing and acquiring knowledge, and high levels of delegation of decision
rights. Partanen et al. (2011) also studied the effect of ties, but with customers
and distribution partners. The findings of their study of four innovative SMEs
in Finland reveal that, for successful commercialisation, each type of innova-
tion requires a certain type and strength of relationship. Both types of radical
innovation need strong collaborative ties with customers, whereas incremen-
tal innovations require strong collaborative ties with distribution partners.
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Interorganisational level

Innovation is increasingly recognised as being the result of the combi-
nation of the various knowledge and expertise that exist within different
organisations. Therefore, organisations are trying to survive and seeking
a competitive advantage through cooperation and collaboration with dif-
ferent kinds of external sources for innovation. By entering into coopera-
tion linkages, organisations establish relations between each other to access
critical resources (Gulati and Gargiulo, 1999) and to join efforts in sharing
knowledge within innovation activities. Resources that become available to
firms through their interorganisational relationships have been referred to
as network resources (Gulati and Gargiulo, 1999). In their literature review,
Pettigrew et al. (2004) found that a lack of external ties limits firms’ knowl-
edge base in the long term and ultimately reduces their ability to enter into
exchange relationships.

The relationship between interfirm collaborative linkages and a firm’s
innovation output was examined by Ahuja (2000) in a study of 97 firms in
the chemicals industry. His study provides interesting results where indi-
rect ties do contribute to innovation output; however, the magnitude of this
contribution is significantly smaller than the contribution made by direct
ties. This study also reveals that many structural holes are associated with
reduced innovation output.

Similarity is found to be one of the most common mechanisms that may
lead to more intense and frequent interactions between network members
(Baum et al. 2003). Collaboration between similar partners may lead to bet-
ter knowledge transfer due to their similar routines, still their similarity may
be less likely to complement each other’s needs and offer new skills and
knowledge. Luo and Deng (2009) studied the effects of partner similarity
on innovation. Results of an analysis of 176 biotechnology firms show that
similar partners in an alliance contribute to the firm’s innovation up to a
threshold beyond which additional similar partners can lead to a decrease
in innovation. They also found that the effect of partner similarity on inno-
vation is positively moderated by organisational ageing and the industry
norm of collaboration upon the firm’s founding (network density).

The relationship between partner characteristics and alliance outcomes
is also mediated by the quality of the relationship. In a study of 120 interna-
tional strategic alliances, Nielsen and Nielsen (2009) distinguished between
two ISA outcomes, learning and innovation. They found that these two out-
comes were influenced by a firm’s ability and willingness to transfer knowl-
edge, mediated by the knowledge tacitness (the codifiability and transfer-
ability of the knowledge to be shared) and trust between the partners (the
quality of the relationship). Innovation was measured as an outcome in
terms of modification/improvements to products/processes.
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In the social networks literature, a consensus remains about the benefits
of firms’ positions in interorganisational networks for the firms’ outcomes.
Schilling and Phelps (2007) examined the impact of the structure of indus-
try-level alliance networks on member firm innovation. Using longitudinal
data of 169 firms operating in 11 alliance networks, they tested the impact
of two network properties - clustering and reach - on the innovative per-
formance and found that firms embedded in alliance networks with both
high clustering and high reach exhibited significantly higher firm patenting.

An integrative framework

In the previous section, we reviewed the current literature linking net-
works and innovations. The literature on innovation in organisations clearly
shows that organisations benefit from engaging in relationships over inno-
vation with stakeholders at all three organisational levels. Organisations
are more likely to be innovators if they cooperate with others, even in the
absence of R&D investment (DePropris, 2002), than if they do not.

The purpose of this section is to build a framework for integrating the
highly fragmented research on networks, innovation and organisations.
Despite the significant number of studies examining the effect of different
aspects of social networks on organisations’ innovativeness during the last
20 years, little attempt has been made to systematically translate these find-
ings into a comprehensive review of current knowledge (e.g. Pittaway et
al., 2004). A review conducted by Pittaway et al. in 2004 demonstrates the
principle benefits of networking on innovation on the interorganisational
level. There are also very few attempts to systematically integrate research
that examines the relationship between networking and different forms of
innovations, although various authors have provided clear implications for
how properties of social networks operating at different organisational lev-
els can contribute to different kinds of innovations. Daft (1978), for exam-
ple, argues that technical and administrative types of innovation require
different decision processes and thus may require the mobilisation of dif-
ferent sources of power. This suggests that a particular type of innovation is
linked to different power networks involving various organisational levels.
Henderson and Clark (1990) propose that technological innovation involv-
ing system architecture disrupts existing information and knowledge bases
and requires a realignment of information and knowledge streams. Their
theory implies that distinct types of technological innovation may require
different knowledge and information networks at different organisational
levels. Similarly, Markides (2006) argues that while incremental innovations
provide short-term revenue, disruptive innovations usually entail a change
in a business model, making them harder to implement. Various kinds of
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innovations, from business-model innovations to radical technological inno-
vations, create different kinds of markets, pose new challenges for estab-
lished firms, and require different intra- and inter-organisational networks.
While existing theorising holds many implications for linking networks and
organisations with innovation, the efforts to do so explicitly remain scarce.
The few exceptions are the studies that attempted to link particular network
relationships with different kinds of innovations (e.g. DePropris, 2002; Per-
tanen et al., 2011) but they focused solely on interorganisational coopera-
tive relations with suppliers and customers.

In order to integrate organisational analysis with network characteristics
that drive different types of innovations, we build our framework on two
dimensions. First, we distinguish between three different levels of organi-
sational context that require separate levels of analysis: individual, organi-
sational and interorganisational. Second, we evaluate network character-
istics in terms of two contrasting dimensions of innovations proposed by
Christensen (1997): sustaining and disruptive. Sustaining innovations are
innovations that leverage existing technology and service existing custom-
ers, while disruptive innovations leverage existing technology to create new
revenue streams. The result is a two-by-three table that defines six distinc-
tive contexts of innovation. The fields in Table 1 contain the key network
characteristics noted in the literature as contributing to the particular type
of innovation in a given type of organisational context.

Table 1: INTEGRATIVE FRAMEWORK OF ORGANISATIONAL INNOVATION
NETWORKS (Source: own construction)

Individual level

Organisational level

Interorganisational level

between different
networks

management system
Low centralisation of

marketplace

Centrality Tightly coupled system Strategic alliances
on | Strong ties Density Highly structured
g Closeness Concentrated Similarity between partners
‘S | Vertical ties organisational power Division of labour
3 Centrality Competence
& complementarity
Goal-driven cooperation
Central position |Loosely coupled Ecosystem

Loosely coupled
Similarity is low

£ | Weak vertical ties | power Heterogeneity and
2. | Bridging ties to Units set their own complementarity
= | external groups | direction Trust
A Good at spotting changes | Diversity

and opportunities in the | Self-governance

Common values
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Let us first consider the first row of the table that features sustaining
innovation as defined by Christensen above (1997). This type of innovation
may include incremental or even radical technological innovation, but its
defining characteristics are that it addresses the same market and the same
customers. While products and services change and improve due to the
innovation, they are intended for the existing customers. Since companies
strive to meet and exceed the expectations of existing markets, a sustaining
innovation therefore depends on the acquisition, accumulation and mobi-
lisation of knowledge that is directed toward a known customer base. The
key challenge for organisations is therefore to mobilise sufficient resources
for innovations to occur. The central problem to overcome in any resource
mobilisation situation is the problem of collective action (Olson, 1965).
While organisations usually employ selective incentives to prevent free rid-
ing, they need to go further in order to release the creative energies needed
for innovation. They need to apply positive strategies so as to motivate their
employees to release their knowledge and creative energy and apply it in
the collective effort for the benefit of their organisation. To solve this prob-
lem, organisations tend to use various strategies that enhance the cohesion
of their teams, reduce the gap between the formal and informal structures
and establish strong collaborative links with other organisations.

On the individual level, we thus expect to find individual innovativeness
to be associated with centrality, closeness and strong ties. Individuals who
occupy a central location in a communication and advice network within
a team or a unit would be best informed and exposed to the wider range
of diverse ideas that emerge in the group. This gives them an advantage of
being aware of ideas being explored on a specific topic. Whereas weak ties
appear well suited to the transfer of new knowledge, they impede the trans-
fer of complex knowledge, which tends to require a strong tie between the
two parties to a transfer (Hansen, 1999). Closeness and strong relations to
many of his/her colleagues can help a centrally located individual mobilise
the ideas of several people and bring them together to solve a problem and
come up with improvements to old products or services or innovate new
ones.

On the organisational level, the cohesiveness of teams can enhance
their performance in sustaining innovation because of the density of the
communication structure and the fast knowledge transfer, sharing of ideas,
and learning. The research which shows that a diversity of teams leads to
a better innovation performance is consistent with our argument since it
is a high density of diverse teams that helps integrate diverse knowledge
into a productive team. Ongoing social ties are believed to shape an actor’s
expectations and opportunities in a way that differs from the economic
logic of market behaviour (Uzzi, 1996) which is reflected in the distinctive
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structure and quality of those ties (Powell, 1990). Close relationships are dis-
tinctive for their thick information exchange of tacit and proprietary know-
how (Helper, 1990). Similarly, research points out that creating teams from
among members who come from different organisational units and organi-
sational functions such as R&D, design, marketing and finance can acceler-
ate the innovation process in organisations by improving communication
and collaboration among functions that would otherwise approach a new
product or service in a sequential manner (Kanter, 1983). Multifunctional
projects and teams are integrative strategies that build islands of cohesion
within functionally differentiated organisations.

On the interorganisational level, companies work with customers, sup-
pliers and competitors to mobilise knowledge for innovation. Since the
focus of sustaining innovation is to meet and exceed customer needs, close
relations with customers are perceived as essential. Organisations also work
closely with suppliers. The Toyota production system is perhaps the best
known example of the close integration of suppliers in the production of
vehicles from the design phase to the final assembly (Liker, 2004). The sys-
tem encourages close collaboration with suppliers in order to capitalise on
supplier innovation. The system is based on forging close ties that involve
the sharing of information, knowledge and capital. Working with competi-
tors usually takes the form of strategic alliances. Competitors establish joint
ventures in order to combine complementary competencies for new prod-
uct development. The governance of strategic alliances is based on mutual
trust that emerges from strong ties and close relationships among execu-
tives of the collaborating companies. Sharing capital and resources requires
high levels of trust, explaining the finding by Gulati and Gargiulo (1999)
that new strategic alliances are best predicted by the number of previous
alliances and collaborative ties among competitors. Knowing each other
well seems to be a significant factor in the formation of new strategic alli-
ances among competing companies.

The second line in the table refers to disruptive innovation. Disruptive
innovation arises when companies offer new goods or services that are
cheap, unreliable and poorer in quality but address the needs of customers
who were hitherto priced out of the market by the offering of existing com-
panies (Christensen et al., 2015). The new players are in fact opening a new
market with their new business models and new ways of bundling the goods
and services. Such innovation requires novel thinking regarding the exist-
ing industry, its business models, and a skill in detecting the opportunities
provided by the weaknesses of the existing market arrangements. The strat-
egy of acquiring, accumulating and mobilising knowledge does not provide
the conditions for the creation of disruptive innovation. The existing knowl-
edge often confines the view of the future and limits the perceptions of new
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problems, opportunities and solutions. The suitable conditions for disrup-
tive innovation consist of highly heterogeneous knowledge resources that
are combined in highly randomised ways. Instead of the accumulation of
topical knowledge, there needs to be a large network of seemingly unre-
lated knowledge pools.

Disruptive innovation on the individual level requires centrality between
different networks rather than within an organisation. Business ties provide
access to different resources and can exert a significant direct impact on
knowledge creation processes, which then impact innovation (Shu et al.,
2012). At the same time, bridging ties (Burt, 2004) bring information and
control benefits to the managers who can broker structural holes. Individu-
als who are involved in multiple knowledge networks can be linked with
weak ties and can be peripheral in all of them but their betweenness pro-
vides them with a unique overview of problems and solutions coming from
different professional worlds. They derive their advantage partly by control-
ling the bridging ties among professional networks yet their key benefit lies
not in brokerage but in their ability to spot opportunities, combine diverse
knowledge pools, and match problems and solutions from different areas
of expertise.

On the organisational level, disruptive innovation requires high degrees
of decentralisation and broad leeway for units to set their own direction.
Loosely coupled management systems provide autonomy for business units
to pursue opportunities as they detect them and act on the feedback of the
market. Such arrangements are very difficult to secure in business organi-
sations due to shareholder pressures for cost controls, accountability and
performance. For these reasons, most disruptive innovations arise outside
of big corporations where the freedom of entrepreneurship is naturally
merged with the spontaneity of the structure.

On the interorganisational level, disruptive innovation requires loosely
coupled networks of individuals and firms that base their relations on com-
mon values, trust, and self-governance. Trust is important for the effective
transfer of knowledge between these partners since it increases partners’
willingness to commit to helping other partners understand new external
knowledge (Lane et al., 2001) and reflects the belief that a partner will fulfil
its obligations in the relationship (Inkpen, 2000). Knowledge sharing of the
kind promoted by the Open Source Movement provides a common infra-
structure for accelerated learning among actors in open-ended networks.
These networks exhibit no hierarchy, are replete with weak ties and struc-
tural holes and are ever expanding into new knowledge pools and profes-
sional communities. Such interorganisational arrangements are best charac-
terised as ecosystems where members are feeding off one another without
having to rely on strong ties that might lead to dependencies. Disruptive
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innovation arises in such contexts precisely because they bring distant
worlds into sufficient proximity to spur the interaction and exchange of
diverse information and knowledge, thereby opening up new vistas, new
approaches and new combinations that would otherwise be hard to foresee.

Conclusion

Despite the large and diverse body of literature in the area of innova-
tion in organisations, effectively managing this activity provides numerous
challenges for companies. Innovation is not only the result of the actions of
creative employees, but also the outcome of collaboration among various
actors. In this paper, we focused on increasing our understanding of the
relevance of the relationships among these actors for the process of innova-
tion.

The research on innovation is highly fragmented and provides many
findings that seemingly point in different directions. We tried to make
better sense of the innovation research in three related but distinct areas
of research: types of innovation, organisations, and social networks. It is
important to distinguish the various types of innovation because “different
types of innovation require different strategic approaches” (Christensen et
al.,, 2015: 4). It is also important to understand the organisational context
of innovation because organisations can concentrate huge amounts of
resources whose effects depend on how they are deployed and organised.
Finally, it is also very important to understand the ways in which the social
networks of individuals and organisations enhance or inhibit the capacity
of organisations and individuals to innovate. What is lacking in this research
is a systematic attempt to bring these separate research streams together
within a unified framework and to ask the question of which networks lead
to which type of innovation in different organisational settings.

The framework that we provide is just that. It is not a unified theory of
innovation. Instead, it offers a systematic way in which the different streams
of research on innovation can be brought together. This constitutes one of
the most important limitations of our research. However, we believe this
open-ended nature of our framework is also its strongest element since it
provides pointers to further research without trying to close this effort.

Our paper offers several important contributions for understanding the
link between networks on innovations in organisations. First, we begin by
describing different theoretical perspectives on innovation, highlighting
the distinction between different types of innovation. Then, we discuss the
network literature and explore the causal links between social networks
and innovation. We systematically review the research to identify specific
characteristics of intra- and inter-organisational networks that have effect
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on innovation. Finally, we develop a framework for integrating different
aspects and features of networks and mechanisms through which innova-
tion is affected.

BIBLIOGRAPHY

Ahuja, Gautam (2000): Collaboration Networks, Structural Holes, and Innovation:
A Longitudinal Study. Administrative Science Quarterly 45 (2000): 425-455.

Baum, Joel A. and Paul Ingram (1998): Population-level Learning in the Manhattan
Hotel Industry, 1898-1980. Management Science 44, 996-1016.

Baum, J.A.,, A.V. Shipilov and T.J. Rowley (2003): Where Do Small Worlds Come
from? Industrial and Corporate Change 12: 697-725.

Bower, J.L. and C.M. Christensen (1995): Disruptive Technologies: Catching the
Wave. Harvard Business Review 73 (1): 43-53.

Brass, DJ. (1992): Power in Organizations: A Social Network Perspective. In G.
Moore and J.A. Whitt (eds.): 295-323, Research in Politics and Society. Green-
wich: JAI Press.

Burt, Ronald S. (2004): Structural Holes and Good Ideas. American Journal of Soci-
ology 110: 349-399.

Christensen, Clayton M. (1997): The Innovator’s Dilemma: When New Technolo-
gies Cause Great Firms to Fail. Boston: Harvard Business School Press.

Christensen, Clayton M., Raynor, Michael E. and Rory McDonald (2015): What is
Disruptive Innovation? Harvard Business Review: 44-53.

Cohen, W.M. and D.A. Levinthal (1990): Innovation and Learning: The Two Faces
of R&D. Economic Journal 99 (397): 569-596.

Dalft, Richard L. (1978): Dual-Core Model of Organizational Innovation. The Acad-
emy of Management Journal 21 (2): 193-210.

Daft, R.L.,J. Sormunen and D. Parks (1998): Chief Executive Scanning, Environmen-
tal Characteristics, and Company Performance: An Empirical Study. Strategic
Management Journal 9: 123-39.

Damanpour, F. (1988): Innovation Type, Radicalness, and the Adoption Process.
Communication Research 15, 545-67.

DePropris, L. (2002): Types of Innovation and Inter-firm Co-operation. Entrepre-
neurship and Regional Development 14: 337-353.

Dougherty, Deborah and Cynthia Hardy (1996): Sustained Product Innovation in
Large, Mature Organizations: Overcoming Innovation-to-Organization. The
Academy of Management Journal 39 (5): 1120-1153.

Foss, Nicolai J., Keld Laursen and Torben Pedersen (2011): Linking Customer Inter-
action and Innovation: The Mediating Role of New Organizational Practices.
Organization Science 22 (4): 980-999.

Granovetter, M. (1973): The Strength of Weak Ties. American Journal of Sociology
78: 1360-80.

Granovetter, M. (1985): Economic Action, Social Structure, and Embeddedness.
American Journal of Sociology 91: 481-510.

Gulati, Ranjay and Martin Gargiulo (1999): Where Do Interorganizational Net-
works Come from? The American Journal of Sociology 104 (5): 1439-1493.

TEORWA IN PRAKSA let. 53, 5/2016

1187



1188

Helena KOVACIC, Andrej RUS

Henderson, Rebecca M. and Kim B. Clark (1990): Architectural Innovation: The
Reconfiguration of Existing Product Technologies and the Failure of Estab-
lished Firms. Administrative Science Quarterly 35 (1990): 9-30.

Hansen, M.T. (1999): The Search-Transfer Problem: The Role of Weak Ties in Shar-
ing Knowledge across Organization Subunits. Administrative Science Quarterly
44 (1): 82-111.

Helper, S. (1990): Comparative Supplier Relations in the US and Japanese Auto
Industries: An Exit-Voice Approach. Business Economic History 19: 153-162.
Ibarra, H. (1992): Homophily and Differential Returns: Sex Differences in Network
Structure and Access in an Advertising Firm. Administrative Science Quarterly

37,422-447.

Inkpen, A.C. (2000): Learning Through Joint Ventures: A Framework of Knowledge
Acquisition. Journal of Management Studies 37: 1019-43.

Krackhardt, D. (1992): The Strength of Strong Ties: The Importance of Philos in
Organization. In N. Nohria and R.G. Eccles (eds.), Networks and Organizations,
216-239. Boston: Harvard Business School Press.

Krackhardt, D. and J.R. Hanson (1993): Informal Networks: The Company Behind
the Chart. Harvard Business Review 71 (4): 104-117.

Krackhardt, D. and R. Stern (1988): Informal Networks and Organizational Crisis:
An Experimental Simulation. Social Psychology Quarterly 51: 123-140.

Lane, PJ., J.E Salk and M.A. Lyles (2001): Absorptive Capacity, Learning, and Per-
formance in International Joint Ventures. Strategic Management Journal 22,
1139-1161.

Liker, J. K. (2004). The Toyota Way: 14 Management Principles from the World’s
Greatest Manufacturer. New York: McGraw-Hill.

Luo, Xiaowei and Lina Deng (2009): Do Birds of a Feather Flock Higher? The
Effects of Partner Similarity on Innovation in Strategic Alliances in Knowledge-
Intensive Industries. Journal of Management Studies 46 (6): 1005-1030.

Markides, Constantinos (2006): Disruptive Innovation: In Need of Better Theory.
Journal of Product Innovation Management 23: 19-25.

Morrison, E.-W. (2002): Newcomers’ Relationships: The Role of Social Network Ties
during Socialization. Academy of Management Journal 45: 1149-1160.

Nelson, Richard R. and Sidney G. Winter (1982): An Evolutionary Theory of Eco-
nomic Change. Cambridge: Belknap Press/Harvard University Press.

Nielsen B.B. and S. Nielsen (2009): Learning and Innovation in International Stra-
tegic Alliances: An Empirical Test of the Role of Trust and Tacitness. Journal of
Management Studies 46 (6): 1031-1056.

Olson, M. (1965): The Logic of Collective Action. Cambridge, MA: Harvard Univer-
sity Press.

Pertanen, J., S.K. Chetty and A. Rajala (2014): Innovation Types and Network Rela-
tionships. Entrepreneurship Theory and Practice 38 (5): 1027-1055.

Piore, Michael J. and Charles F. Sabel (1984): The Second Industrial Divide. New
York: Basic Books.

Pittaway, L., M. Robertson, K. Munir, D. Denyer and A. Neely (2004): Networking

TEORIJA IN PRAKSA lef. 53, 5/2016



Helena KOVACIC, Andrej RUS

and Innovation: A Systematic Review of the Evidence. International Journal of
Management Review 5/6 (3&4): 137-168.

Polanyi, M. (1966): The Tacit Dimension. London: Routledge & Kegan Paul Ltd.

Powell, Walter W. (1990): Neither Market Nor Hierarchy: Network Forms of Organ-
izations. Research in Organizational Behavior 12: 295-3606.

Reagans, Ray and Bill McEvily (2003): Network Structure and Knowledge Transfer:
The Effects of Cohesion and Range. Administrative Science Quarterly 48 (2):
240-267.

Schilling, M.A. and C.C. Phelps (2007): Interfirm Collaboration Networks: The
Impact of Large-Scale Network Structure on Firm Innovation. Management Sci-
ence 53 (7): 1113-1126.

Schumpeter, J.A. (1942): Capitalism, Socialism and Democracy. New York: Harper
Brothers.

Schumpeter, J.A., 1934 (2008): The Theory of Economic Development: An Inquiry
into Profits, Capital, Credit, Interest and the Business Cycle. London: Transac-
tion Publishers.

Shu, Chengli, Page, L. Albert, Shanxing Gao and Xu Jiang (2012): Managerial Ties
and Firm Innovation: Is Knowledge Creation a Missing Link? Journal of Product
Innovation Management 29 (1): 125-143.

Szulanski, Gabriel (1996): Exploring Internal Stickiness: Impediments to the Trans-
fer of Best Practice Within the Firm. Strategic Management Journal 17 (Special
Issue: Knowledge and the Firm): 27-43.

Teece, David J. (1996): Firm Organization, Industrial Structure, and Technological
Innovation. Journal of Economic Behavior & Organization 31: 193-224.

Teece, David J. (1998): Economic Performance and the Theory of the Firm. Mas-
sachusetts: Edward Elgar Publishing, Inc.

Thompson, J.D. (1967): Organizations in Action. New York: McGraw Hill.

Todeva, E. and David Knoke (2005): Strategic Alliances and Models of Collabora-
tion. Management Decision 43 (1): 123-148.

Tsai, W. (2001): Knowledge Transfer in Intraorganizational Networks: Effects of
Network Position and Absorptive Capacity on Business Unit Innovation and
Performance. Academy of Management Journal 44 (5): 996-1004.

Tushman, M.L. and C. O'Reilly (2002): Winning Through Innovation. Boston MA:
Harvard Business School Press.

Tushman, M.L. and E. Romanelli (1985): Organizational Evolution: A Metamor-
phosis Model of Convergence and Reorientation. Research in Organizational
Behavior 7: 171-222.

Uzzi, Brian (1996): The Sources and Consequences of Embeddedness for the Eco-
nomic Performance: The Network Effect. American Sociological Review 61:
674-698.

Uzzi, Brian (1997): Social Structure and Competition in Interfirm Networks: The
Paradox of Embeddedness. Administrative Science Quarterly 42 (1): 35-67.
Van de Ven, A. (1986): Central Problems in the Management of Innovation.

Management Science 32: 590-607.

TEORWA IN PRAKSA let. 53, 5/2016

1189



Helena KOVACIC, Andrej RUS

Wang, Yu-Lin, Wang, Yau-De and Horng, Ruey-Yun (2010): Learning and Innova-
tion in Small and Medium Enterprises. Industrial Management & Data Systems
110 (2): 175-192.

Williamson, Oliver E. (1975): Markets and Hierarchies. New York: Free Press.

1190

TEORIJA IN PRAKSA lef. 53, 5/2016



