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Abstract

This study demonstrates theoretically at which level the social capital and embedded relationships can be
beneficial for institutional entrepreneurs to achieve institutional change. For this purpose, a model is proposed,
based on three propositions, to examine the effectiveness of the social capital possessed by institutional actors to
attain institutional change. In this way two different fields-mainly institutional theory and social network
theory-are combined in order to further explain institutional change.
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1. Introduction

Within the last twenty years, research related to the institutional theory has shifted from isomorphism towards
some new subjects. In particular, discussions have increased in number related to institutional change,
institutional entrepreneurship and also those related to the question of whether the exogenous or endogenous
factors have an impact on the institutional change (Leca, Battilana & Boxenbaum, 2008; Maguire, Hardy &
Lawrence, 2004; Dorado, 2005; Fligstein, 2001). From these discussions, the view that supports the effect of
endogenous factors on the institutional change points out to the actors as institutional entrepreneurs. In particular,
since the word ‘institutional’ refers to inertia and stability, and that ‘entrepreneurship’ refers to change and
newness, this makes institutional entrepreneurship very important from the perspective of recognizing new
opportunity fields and triggering institutional change (Strang & Sine, 2002; Leca, Battilana & Boxenbaum, 2008;
David & Bitektine, 2008).

According to Lawrence and Suddaby (2006), institutional entrepreneurs not only play very crucial roles in
expanding the awareness concerning new opportunity fields and niches, they also create change in the existing
systems and take over disseminating new ideas. The above- mentioned actors, referred to as ‘institutional
entrepreneurs’ in the literature, create institutions by mobilizing the resources and/or transforming the existing
ones (Garud, Hardy, & Maguire, 2007; Leca, Battilana, & Boxenbaum, 2008). In order to be successful, these
actors often choose to build strategic partnerships or cooperation (Leblebici et al., 1991).

Recently, growing interest in the concept of institutional entrepreneurship may also relate to the efforts to
provide a more vivid description in structure-agency discussions. Besides this, other efforts focus on searching
for a satisfactory answer as to who the initiators of the institutional change are. Researchers in this process
attempt to clarify the questions as to why and how cultural factors or norms embedded in organizational life have
changed by the entrepreneur actors.

Studies on the types of institutional entrepreneurship and their role in the institutional change are abundant in the
literature. However, those investigating the resources employed by entrepreneurs to create change are relatively
few. It is obvious that actors, being a member of certain networks, tend to reduce uncertainty and, in the
meantime, to use new and valuable information for their own benefits. In other words, to achieve institutional
change, many opportunities can be created by membership to social and organizational networks which may
provide benefits and support in achieving organizational objectives.

The aim of this study is to demonstrate theoretically what degree of embeddedness and social capital is necessary
to achieve institutional change. In this context, by benefiting from the social network theory, the social
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embeddedness approach and institutional theory, propositions are developed to observe the effectiveness of the
social capital of the actors for achieving institutional change.

The paper is organized as follows: in the upcoming section, the authors explain who the institutional
entrepreneurs are and the triggering factors related to the institutional change. Later, propositions are formed as
to institutional entrepreneurs and social embeddedness. In the third section, categories are created regarding the
propositions set forth. Finally, the conclusion wraps up the findings.

2. The Focus of Change for Institutional Entrepreneurs

The two approaches of institutional theory-the old and the new institutional theories-consider institutional
change in two different lights; old institutional theory assumes the institutional environment will not change
without the impact of exogenous factors; whereas the new institutional theory draws attention to the roles played
by the embedded actors (Colomy, 1998). For example, Barba-Sanchez and Molina (2014) highlight the
importance of indigenous communication as entrepreneurs. The major difference between the old and the new
institutional theory research topics is somehow related to the role they assign to institutional entrepreneurs
through the realization of institutional change. Recent studies focus on the concept of such change in institutional
theory, and that institutions are created by actors instead of examining the deterministic effects of institutions on
individuals and organizations. These studies, to test the actors’ actions, have been associated with the concept of
institutional entrepreneurship (Heugens & Lander, 2009). The main emphasis of these studies dealing with
institutional entrepreneurs is ‘change’. Since institutionalization “is an incomplete process" (DiMaggio, 1988:
12), the continuity of this process always makes institutional entrepreneurs the essential factors. More precisely,
institutional change may occur not only by external pressures, such as state or professional organizations, but
also by the strategic actions of the actors existing in the organization. In this way, by mobilizing the resources for
their interests, these actors are able to create change and to use new areas of opportunity (Garud, Hardy &
Maguire, 2007; Battilana, 2006; Leca, Battilana & Boxenbaum, 2008; Lawrence & Suddaby, 2006).

In the studies related to the change process, fundamental questions are raised as to who the actors are, how the
power relations of the actors are formed, how change and transformation in the organizational field happens as a
result of these power relations and how the actors mobilize their strategic resources in this process.
Interorganizational isomorphism is the result of a number of interactions between the actors existing in the
organization. Hoffman (1999) emphasizes in his study that there is a logic present in the institutional fields, and
that this logic is the pattern formed and affected by the actors located within that field. Accordingly, to form such
a field, the actors’ discourses and actions for legitimizing the direction of their actions are very important as well
as their efforts to affect and persuade the other actors they interact with. Therefore, it is a necessary to take into
account the power possessed by the actors alongside their role in the institutional change process.

Changes within the institutional field include complex processes. Actors and different power relations are all
involved in the change process. Given that institutional changes are frequent and not easy to accomplish, it is
necessary to draw attention to the importance of those who realize the need for such change. Furthermore, the
necessary capacity and skills of these actors to carry out the change and being in the right position in the
organizational field are also quite essential and need attention.

The concept of institutional entrepreneurship, first introduced by DiMaggio (1988), focuses on the lack of
explanation for change without considering the political processes, interests and conflicting issues within
organizations. Pacheco et al. (2010) describe institutional entrepreneurs both as innovative and as agents of
change. In such circumstances, actors are interested in the existing institutional practices and take action in order
to create new institutions and to transform the existing fields. In a way, this is associated with their strategic
position. For example, by mobilizing organizational and cultural opportunities, in order to develop social
legitimacy and interests, such elite social actors as businessmen, professionals, academics and intellectuals draw
attention to the need for organizational change and are known for their frequent efforts to spread specific
management-related knowledge and expertise (Ozen, 2002).

Since DiMaggio’s (1988) study, research related to institutional entrepreneurship has developed quite well.
However, these studies, rather than mainly focusing on the structure or actor(s), often refer only to the interaction
between the structure and agency. For example, Leca and Naccache (2006) emphasize on the actions of the
actors embedded in the structure, stating that, in this way, actors may change the existing institutions or add
newness by creating specific strategies. They indicate that the main element shaping the actors’ actions are
structural factors, which are depended upon the context and, obviously, there is a relationship between action and
context (Ozen, 2002). Here, context is not only an external environmental condition that triggers change, it is
also present in the subjective interpretations of the actors in the process of change, in which structures and
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processes are intertwined (Pettigrew et al., 2001). Briefly, that the institutions are created by actors does not
mean they do not affect the actors. Therefore, almost all of these studies suggest that the interaction between
actors and structures must be understood in order to understand the structure-action contrast.

Institutional entrepreneurs, despite the pressure of stability and uniformity in the field that they are embedded
within, still perform their actions and mobilize resources in order to create institutions or transform the existing
ones (Garud, Jain, & Kumaraswamy, 2002). For example Ozen (2002) reveals that in the Turkish business
system the discourse undertaken by the institutional entrepreneurs in charge of large capital groups shape the
diffusion process of total quality management. In his study, it is emphasized that actors try to legitimize total
quality management and convert it into a form different from its original version (Ozen, 2002).

According to Perkmann and Spicer (2007), institutional entrepreneurs are the actors able to think forward and
with imagination. As the actors of change, they not only resist institutional pressures, but also respond to them
and, in many cases, carry out further change (Van de Ven & Hargrave, 2004). Also as the entrepreneurs, they take
risks (George, 2011). At the same time, institutional entreprencurs, by creating new meaning and value sets, also
tend to keep the different institutional practices together in one place (Garud, Hardy & Maguire, 2007). Child, Li
and Tsai (2007) stated that actors may be of different roles in the formation of a field; some of them play a role in
its identification and establishment, whereas others may be in the position of adaptors or followers. Therefore,
those who bring newness into the field and introduce it are called ‘institutional entreprencurs’ (Child et al.,
2007).

The factors that encourage institutional entrepreneurs towards change are usually dependent on two elements:
field-level factors and the position of actors in the field (Leca, Battilana & Boxenbaum, 2008). Field-level
factors are defined as the precipitating jolts, crises, unexpected events and changes that occur in the
organizational field. For example, technological change, changes taking place in the competitive conditions,
changes in the law, and scarcity of resources. Such changes or uncertainties may cause the formation of new
ideas and values for the actors. Although uncertainty appears as a disadvantage for organizations under normal
conditions, if institutional entrepreneurs notice the gaps in the field based on uncertainty and instability, they can
use it to their benefit.

When evaluated in terms of the specific characteristics of actors and their position in the field, environmental
opportunities, innovations, gaps and interactions between the actors can also trigger institutional
entrepreneurship (Seo & Creed, 2002; Perkmann & Spicer, 2007). However, the actors may not feel the need to
initiate institutional change since they are already embedded as agents within the existing institutional logic.
Similarly, they may not need to change the old institutional logic when they only focus on the new logic
(Greenwood & Hinings, 1996). According to Dorado (2005), the awareness of actors related to the alternatives in
different contexts, gaps or innovations and their ability to put this awareness into action are all associated with
their social skills, motivation and creativity.

Another issue worth considering is that the actions of institutional entrepreneurs towards change may not
necessarily be appreciated all the time, even encountering resistance on different occasions. Therefore, in oder to
be successful in their actions, institutional entrepreneurs need to gain legitimacy during change and
entrepreneurial processes.

3. Institutional Entrepreneurs and Social Embeddedness

Regularly, organizations have mutual social and economic relations with other organizations, thereby creating a
social network (Gulati et al., 2002). Organizational network refers to relationships with other organizations
within the same network; in particular the need to access strategic information, become global and professional,
and be able to outsource increases the importance of such organizational networks (Porter and Powell, 2006).
Therefore, one could argue that the organizations born in a rich network of relationships may have more chances
to gain a competitive advantage. At this point, the main problem is how these organizations create their network
relationships.

According to the discussions on embeddedness, an organization’s ability to obtain gains through network
relationships is based on its strategic actors. The concept of embeddedness suggests that the complex social
networks of small or big actors who have a role in the economic life and who possess different features may
affect interorganizational issues such as competition, price, supply and demand. Also, actors positioned at the top
management level of the organization can transfer a series of strategic knowledge and practices they observe
through their networks as a model for their own organizations. Various investment decisions can be made
through these networks, partnerships, strategic alliances or structural changes. In other words, organizational
actions are often performed by learning through social networks (Galaskiewicz & Wasserman, 1989; Granovetter,
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1985).

If organizational actions are fed through the existing social relationships, the quality and quantity of such
relationships may bring about positive effects on performance. Behind organizational success, it is obvious that
there lies the strategic actions of the managers. However, such success can not only be explained by years of
experience gained within an organization, but also by such individuals’ previous achievements obtained through
social relations (Gargiulo & Benassi, 2000). Many studies emphasize that in modern economies, the actors with
embedded relationships have an advantage over those that are isolated (Granovetter, 1985; Uzzi, 1996; Podolny,
2005). Actors’ actual, potential, tangible and intangible resources gained through social relations constitute their
social capital (Bueno et al., 2004; Gargiulo & Benassi, 2000; Nahapiet & Ghoshal, 1998; Sargut et al., 2007).
Thus, social capital refers to tangible and intangible gains achieved through institutionalized and permanent
embedded network relationships (Sargut, 2006). Actors often manage the social capital they have to achieve
certain organizational objectives. For example, they may develop their social capitals through a variety of club or
association memberships, participation in social activities or charities, or by undertaking corporate social
responsibility projects. The information obtained through these networks can provide opportunities for valuable
organizational investment decisions, identifying potential areas of opportunity, winning different tenders,
providing cheaper resources, and forming further partnerships.

The actors’ positions in social networks affect their perceptions of the field as well as their tendency towards
institutional entrepreneurship (Nee & Ingram, 1998; Dorado, 2005). Institutional entrepreneurs who change
pre-dominant institutional rules and practices and replace them with new ones do so with the advantage of
having sufficient resources and/or social capital (Leca, Battilana, & Boxenbaum, 2008; Battilana, 2006). The
embedded relationships gained through organizational networks they belong to support their actions in terms of
the discourse as well as the ideas necessary to realize institutional change. Perkmann and Spicer (2007) stated
that the first stage of institutional change begins with the actions of institutional entrepreneurs to form a coalition,
negotiate, convince other actors, and mobilize the resources in this direction. Therefore, the mature embedded
relationships within the network are an important factor in promoting the idea of institutional change. In this way,
the first proposition is set forth as follows:

Proposition 1: In organizational networks with a high level of embeddedness, the probability of institutional
change is also higher compared to those with a low embeddedness level.

The structural features of the field consist of institutions and organizational networks. This both limits the actors
and also contributes to the legitimacy of their ideas. The position of the actors in the organizational network
affects their reputation, the entrance and exit of the new actors and the spreading of ideas (Beckert, 2010).
Closed social networks are those in which the actors are intensely connected with one another and are based on
trust. Such tight relationships based on trust develop a reputation among actors, who often prefer not to establish
any other connections outside that network. Although, such over-confidence in close networks can at times block
the view of opportunities outside the circle (Brass et al., 2004). Kraatz (1998) stated that strong relationships
with other actors can reduce uncertainty by increasing communication and information sharing; however, this
makes change more difficult. Also, maintaining such interactions in a repetitive cycle over time leads to the
repetition of the same actions within the network (Zaheer & Soda, 2009). For this reason, reduced diversity and
increased homogeneity in closed networks can impact the possibility of identifying other actors within a network.
To sum up, a relatively closed network can be regarded as an obstacle to the realization of institutional change.
Our second proposition is formed on this basis as:

Proposition 2: In relatively closed networks, the probability of realizing institutional change is low
compared to open organizational networks.

As mentioned before, it is important to access rare and critical resources by institutional entrepreneurs necessary
to gain success. The weak ties approach in the social network theory, suggests that the resources are usually
transferred from established market relations instead of friendly and reliable ones (Uzzi, 1996; Granovetter,
1985). Actors who exchange information and resources through weak ties have relatively more important
positions in the field (Ahuja, 2000; Burt 2004; Burt, 2005 Burt, 2010). This is because weak ties allow new and
useful information transfer from different clusters. Even established with not very strong ties, useful information
and new applications are achieved through these market relations. Therefore, having weak ties with different
clusters supports the movement of new knowledge to the organizational networks. Gaining the advantage of
brokerage between clusters that are not connected, actors increase their power in terms of legitimacy, credibility
and strategic importance within the network (Brass et al., 2004). The ideas obtained through brokerage mean
movement of an ordinary idea within one group to another group, which finds that idea new and valuable for
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itself (Burt, 2005). Fligstein (1997) stressed that, by using their social capital, institutional entrepreneurs can
break the link between some groups, form new ones and establish partnerships. Also, Greve and Salaff (2003)
emphasize that entrepreneurs require information, capital and skills in order to take action. They may already
possess a portion of resources, the rest of which can be obtained through relationships. Thus, actors with
extensive social capital and interaction with different sets of actors can also be the initiators of any change in the
network. The positions of these actors in social networks also influence their tendency towards institutional
entrepreneurship and perceptions about the field (Nee & Ingram, 1998; Dorado, 2005). The appearance and
mobilization of institutional change is related with experience and observation coming from such sparse market
relations obtained in different times instead of repeated networks. Such relationships allow institutional
entrepreneurs to gain a different vision and a brand new sense of perception in terms of organizational life. Thus,
proposition three appears as below:

Proposition 3: The probability of the realization of institutional change is higher if the density of sparse
market relationships established with different networks is high.

In other words, the possibility of institutional change is affected by whether the relationships are in-network or
out-network, and also whether they are based on either embedded networks or sparse networks. Both dimensions
affecting organizational change are part of the social capital of the actors. According to Sargut (2006), such
capital is determined by two elements: the power of connections and networks. Figure 1 represents our three
testable propositions. Accordingly, for the emergence of the idea of change, the market relationships outside the
group are essential. However, this must be supported by built in-network relationships within the group in order
to make such relationships accepted. Therefore, actors with embedded relations within the group and market
relations outside the group (Box 1+4) increase the probability of becoming entrepreneurship. In contrast, having
sparse relationships (Box 3) can cause disapproval of their idea of change. In this case, the connections
established outside will not matter.

Out-Network

In-Network

High Institutional Change Probability
©

Relatively High Institutional Change
Probability

@

Unsuitable Network Structure for
Institutional Change

and
Low Institutional Change Probability
3)

Suitable Network Structure for
Institutional Change

and

Relatively High Institutional Change
Probability

@

Market Relationship

Embedded Relationship

Figure 1. The possibility of institutional change and social capital

4. Summary and Tentative Conclusions

Since DiMaggio's study of institutional entrepreneurship (1988), the main reason for the increase in the number
of studies so far on this subject has been the resolution of the ongoing debate between the structure-action.
Institutional entrepreneurs play an important role in the creation of new organizational niche areas, replacing
existing ones, or approval of new ones. Despite the fact that there are many researches in the literature related to
institutional entrepreneurs’ role in institutional changes, in particular the diffusion and adopting of institutional
practices, the question as to through which resources this change is to become successful has remained
unanswered. The existing literature, despite mentioning the importance of institutional entrepreneurs having
sufficient resources in the change process, does not explain what kind of relationship networks those resources
can be obtained from.

The aim of this study has been to demonstrate theoretically what degree of embedded relations and social capital
can be beneficial to institutional entrepreneurs in terms of realizing institutional change. The social capital
literature offers clues for the important role of social network relations for institutional entrepreneurs’ success in
achieving institutional change. This feature is based on the changing nature of relations according to actors
inside and outside of the network bringing about institutional change. The ideas proposed in this study show that
those actors with embedded relationships in groups and market relations on the outside groups enjoy higher
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chances of realizing institutional change. However, those with sparse networks may not be able to gain sufficient
support for change. In their case, the outside connections also become insignificant.

In bringing the social network approach to institutional entrepreneurship, we aim to draw attention to the
embedded relations and social capital of institutional entrepreneurs in terms of realizing of institutional change.
However, the limitations of the study should not left disregarded; specifically, the topics related to network
destruction and change should also be considered since either the actors as institutional entrepreneurs or their
power and interest may change. Naturally, in general the propositions/results may differ when it comes to
different organizational settings and/or different industries. Furthermore the effect of culture may also be
considered in future studies. Obviously, the three theoretical propositions put forth here can be further tested in
terms of validity.
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