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Networks Matter: Taking a relational perspective on strategic management

Abstract

Individuals in organizations are inter-connected through formal and informal relations in social
networks. Such social networks are particularly relevant for strategic management because
various organizational actors (e.g., employees, managers, top managers, CEO, and board of
directors) are involved in the development and implementation of the strategy and jointly
contribute to the organization’s strategic outcomes. This dissertation focuses on the intersection
of social networks and strategic management to examine how adopting a social network
perspective can advance our knowledge of strategic management. It investigates how social
networks, their relational, structural, and dynamic patterns, and networking behaviors of
organizational actors help or hinder organizations in achieving their strategic goals. Moreover,
this dissertation offers insights about how organizations can leverage these social networks and
influence networking behavior to gain competitive advantages and achieve their strategic goals.
This dissertation consists of three research articles addressing different strategic management
topics by studying various aspects of social networks. The first article examines how relational
networks of new CEOs affect an organization’s strategic change; it shows that outsider CEOs’
weaker internal networks and larger external networks result in a higher degree of strategic
change in a business-as-usual situation, but lower strategic change in firms facing turnaround
situations. The second article studies how entrepreneurs' active networking benefits their
businesses; it shows that network-brokerage behaviors — bridging unconnected individuals —
are the most effective for gaining benefits and female entrepreneurs are less active in network
brokerage. The third article explores the multiple roles of social networks in strategic human
resource management. It addresses how management practices, through influencing and
shaping social networks in organizations, can support strategic outcomes. In summary, by
applying social network theory, the three articles of this dissertation generate theoretical and
practical implications for various topics in strategic management, including strategic

leadership, entrepreneurship, and strategic human resource management.

Keywords: Social networks, organizational networks, strategic management, networking

behavior
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Résumé

Dans les organisations, les individus sont liés entre eux par des relations formelles et
informelles. Les réseaux sociaux sont particulierement pertinents pour la gestion stratégique,
car divers acteurs organisationnels (par exemple : les employés, les gestionnaires, les cadres
supérieurs, le PDG, le conseil d'administration) sont impliqués dans le développement et la
mise en ceuvre de la stratégie et contribuent conjointement aux résultats stratégiques de
I'organisation. Cette theése explore l'intersection entre les réseaux sociaux et la gestion
stratégique afin de déterminer comment l'adoption d'une perspective de réseau social peut
enrichir notre compréhension de la gestion stratégique. Cette étude analyse comment les
réseaux sociaux, incluant leurs modéles relationnels, structurels et dynamiques, ainsi que les
comportements de réseautage des acteurs organisationnels, influent sur la réalisation des
objectifs stratégiques des organisations. Elle propose des recommandations sur la maniére dont
les organisations peuvent exploiter ces réseaux sociaux et ces comportements de réseautage
pour obtenir des avantages concurrentiels et atteindre leurs objectifs stratégiques. Cette thése
se compose de trois articles de recherche qui abordent différents sujets de gestion stratégique
en étudiant divers aspects des réseaux sociaux. Le premier article examine comment le réseau
relationnel des PDG nouvellement nommés avec les parties prenantes internes et externes
affecte le changement stratégique de l'organisation. Le deuxieme article étudie comment les
comportements de réseautage actif permettent aux entrepreneurs de tirer profit de leurs réseaux
pour leur entreprise. Le troisieme article explore les roles multiples des réseaux sociaux dans
la gestion stratégique des ressources humaines et traite de la maniére dont les pratiques de
gestion soutiennent les résultats stratégiques en influencant et en fagconnant les réseaux sociaux
dans les organisations. Les trois articles qui composent cette thése apportent une contribution
significative a la théorie des réseaux sociaux, en génerant des implications théoriques et
pratiques pour différents domaines de la gestion stratégique, tels que le leadership stratégique,

I'entrepreneuriat et la gestion stratégique des ressources humaines.

Mots-clés: Réseaux sociaux, réseaux organisationnels, gestion stratégique, comportements en

réseau
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Introduction

Introduction

‘Individuals are embedded in thick webs of social relations and interactions’ (Borgatti,
Mehra, Brass, & Labianca, 2009: 892). These relations and their networks affect individuals’
behavior (Marin & Wellman, 2011). This observation is the starting point of social network
research. Network scholars attempt to explain various social phenomena through a relational
lens. Figure 1 presents a typical social network diagram, where each node represents an
individual, and the edge between two nodes indicates an established relation between two

individuals.

Figure 1: Social network diagram (an example)

1. Networks matter for organizations

Over the past three decades, management scholars have adopted a social network
perspective to study various organizational phenomena by examining how individuals in the
organization (i.e., organizational members, such as employees, managers, top managers, CEOs,
and board members) are connected internally and externally with stakeholders through formal
and informal relations. Such relations and the network patterns formed by these relations affect
an individual’s cognition and behavior and thereby impact individual outcomes, such as power
(e.g., Brass & Burkhardt, 1993), career advancement (e.g., Jonczyk, Lee, Galunic, & Bensaou,
2016), job performance (e.g., Regt, Molleman, & Van de Brake, 2019), creative outputs (e.g.,

Gong, Kim, & Liu, 2020). Furthermore, they also impact organizational outcomes, such as
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decision-making (e.g., Kijkuit & van den Ende, 2007), knowledge exploration capability (e.g.,
Mors, Rogan, & Lynch, 2018), innovation (e.g., Ahlin, Drnovsek, & Hisrich, 2014),
organizational ambidexterity (e.g., Heavy, Simsek, & Fox, 2015), and organizational
performance (e.g., Song, Fang, Wang, & Shi, 2020). This stream of work is distinct from
studies on individual attributes (e.g., race, gender, education, or personality), which treat
individuals as independent and isolated actors. Network research generates rich implications
for management research, including organizational studies (e.g., Brass, Galaskiewicz, Greve,
& Tsai, 2004; Kilduff & Brass, 2010; Carpenter, Li, & Jiang, 2012), human resource
management (e.g., Soltis, Brass, & Lepak, 2018; Soltis, Methot, Gittell, & Harris, 2023),
international business (e.g., Cuypers, Ertug, Cantwell, Zaheer, & Kilduff, 2020),
entrepreneurship (e.g., Hallen, Davis, & Murray, 2020), gender and diversity topics (e.g.,
Brands, Ertug, Fonti, & Tasselli, 2022; Woehler, Cullen-Lester, Porter, & Frear, 2021), and

team studies (Mohammed, Rico, & Alipour, 2021; Park, Grosser, Roebuck, & Mathieu, 2020).

Following a large group of social network researchers (e.g., Granovetter, 1973; 1983;
1985; Freeman, 1979; Burt, 1992), social network studies in the field of management have been
mainly investigating the relational and structural patterns of organizational networks and their
impact on outcomes (Kilduff & Brass, 2010). Carpenter and colleagues’ (2012) review paper
provides a good overview of some widely studied network constructs at various levels of
networks. At the node level, a set of network constructs reflect the focal individual’s structural
position in the network (Carpenter et al., 2012), such as centrality (Freeman, 1979) and network
constraint (Burt, 1992). A central person, directly or indirectly connected to more of the others
in the network, benefits from the advantage of access to diverse resources. Burt (1992)
proposed the term “structural hole” to describe “the separation between nonredundant contacts”
(Burt, 1992: 18). An individual holding the central position in the structural hole (i.e., a

brokerage position, reflected as low network constraint) serves as a “broker” between the
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individuals who are otherwise unconnected and benefits from access to nonredundant resources

and the power of controlling the resource flow (Burt, 1992).

At the dyadic level, the strength of ties (Granovette, 1973) and the type of ties (Kilduff
& Brass, 2010) are widely studied. Borgatti and Cross (2003) suggest that the probability of
using another individual as a source of information depends on first, knowing what the other
person knows, second, valuing what the other person knows, third, being able to gain timely
access to the other person’s views, and fourth, knowing that that source of information will not
be costly. Social ties between individuals, characterized by frequent interaction and long
relationship duration (Carpenter et al., 2012; Granovetter, 1973), facilitate information and
knowledge exchange and encourage sharing advice and support (Carpenter et al., 2012).
Granovetter (1983: 209) argued that ‘strong ties have greater motivation to be of assistance and
are typically more easily available,” as sharing complex knowledge requires a provider’s

willingness to put efforts into explaining the details (Hansen, 1999).

At the network level, depending on the boundary specification and sampling methods,
some studies focus on single individuals’ ego networks regarding how these individuals and
their contacts are connected, and other studies look at complete networks of a group of
individuals in focal organizations (Carpenter et al., 2012; Jacobsen, Stea, & Soda, 2022).
Structural patterns of networks indicate how all the individuals in the same networks are
interconnected and how the resources flow in the networks (Borgatti et al., 2009). According
to the density of networks, two structural types of networks are usually distinguished and
compared: 1) a closed network, where individuals in the network are densely connected, and
2) an open network, where individuals are less densely connected with more structural holes
(Burt, 1992; Tortoriello, McEvily, & Krackhardt, 2014; Opper & Burt, 2021). Social networks
and their structures are particularly relevant for strategic management because various

organizational actors (e.g., employees, managers, top managers, CEO, and board of directors)
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are involved in the development and implementation of the strategy (Bromiley & Rau, 2016;
Carpenter, Geletkanycz & Sanders, 2004; Wooldridge, Schmid & Floyd, 2008) and jointly
contribute to the organization’s strategic outcomes. Studying their relations and networks
provides a complementary perspective of understanding organizational phenomena and offers

insights into how organizations can leverage these social networks to achieve strategic goals.

An emerging literature has become interested in the antecedents of these network
structures (Tasselli, Kilduff, & Menges, 2015) and explores how networks emerge, evolve, and
develop over time (Ahuja, Soda, & Zaheer, 2012; Chen, Mehra, Tasselli, & Borgatti, 2022;
Jacobsen et al., 2022). The dynamic nature of organizational networks provides the premise to
explore how individuals and organizations can play a role in shaping networks. Reviewing the
relevant studies, Chen and colleagues (2022) summarize three antecedents of the formation and
evolution of organizational networks: 1) relational factors, 2) contextual factors, and 3) actor
attributes. First, relational factors (local structural factors) refer to the existing ties in networks
that affect the likelihood of forming new ties or the dissolution of old ones (Chen et al., 2022;
Hallen et al., 2020). One example, following the balance theory (Chen et al., 2022; Heider,
1958), is that an individual is likely to get connected to friends of a friend (i.e., transitivity) and
unlikely to befriend enemies of a friend. Established literature on organizational networks has
identified a few relational factors (Chen et al., 2022; Jacobsen et al., 2022). Exploring their
effect helps us to better predict the development of organizational networks. Second, contextual
factors refer to the social and environmental contexts in which networks and actors of networks
are embedded, including formal organizational design and organizational restructuring (Chen
et al., 2022; Kleinbaum, Stuart, & Tushman, 2013). Studying organizational contextual factors
for social network dynamics is particularly relevant for strategic management because it
advances our knowledge about how organizations can adjust the formal structure and design

management practices to influence and shape social networks for competitive advantages.
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Third, regarding actor attributes, various characteristics at the individual level, such as
demographic similarity and personality have been studied (Chen et al., 2022; Tasselli et al.,
2015). For example, those with the same background (e.g., gender &race) are more likely to
get connected (i.e., homophily) (McPherson, Smith-Lovin, & Cook, 2001). Actors sometimes
play an active role in shaping their networks through deliberate networking strategies and
behaviors (Tasselli & Kilduff, 2021). An increasing number of studies have started to focus on
the purposeful individuals in networks (i.e., network agency) regarding how they carry out
networking behaviors and strategies (Vissa, 2012) and how their purposive actions allow them
to shape network structures and attain advantageous positions (Tasselli & Kilduff, 2021; Hallen
et al., 2020). For example, empirical evidence shows that some individuals are highly efficient
in connecting to specific contacts (i.e., devoted players). In contrast, others are more passive
(i.e., purists; Bensaou, Galunic, & Jonczyk-Sédes, 2014). Studying why some individuals are
more active in networking and how their networking behaviors and strategies affect social
networks and generate beneficial strategic outcomes provides insights into how organizations

could encourage and support employees to network more efficiently.

2. Taking a relational perspective on strategic management

This dissertation focuses on the intersection of social networks and strategic
management. It studies social networks in organizational contexts — networks formed by formal
and informal relations between individuals within and between organizations — and examines
how they advance the knowledge about various topics in strategic management. In particular,
it investigates how social networks, their relational and structural patterns and their dynamics,
and networking behaviors of organizational actors help or hinder organizations in achieving
their strategic goals. Moreover, how organizations can leverage these social networks and
networking behaviors for competitive advantages. This dissertation consists of three research
articles; they address different sub-questions by studying various aspects of social networks
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and contribute to various topics in strategic management, including strategic leadership,

entrepreneurship, and strategic human resource management, as well as social network theory.

The first article, entitled “I¢’s the network: Why outsider CEOs bring (less) strategic
change, ” addresses how social networks of Chief Executive Officers (CEO) with internal and
external stakeholders affect an organization’s strategic change. Adopting a social network
perspective and focusing on the structure of new CEQ’s social networks, this empirical study
explains why outsider CEOs do (or do not) bring strategic change to organizations. CEOs play
the most crucial role in influencing the strategy of the organization through their strategic
choices (Hambrick & Mason 1,984), and CEO succession researchers posit that new CEOs
generate strategic changes for the organization through their different strategic choices
compared to their predecessor (Cragun, Nyberg, & Wright, 2016; Friedman & Singh, 1989).
Since the new CEO is not an isolated individual, their social networks with stakeholders inside
and outside the firm impact their strategic choices. CEO’s social networks serve as their unique
source of information and knowledge (Heavey et al., 2015) and influence the way they process
the information and understand the strategic situation for making strategic decisions. In
addition, the organizational context impacts how the new CEO could leverage their internal
and external social networks for strategic change. In particular, the CEO faces different
challenges in a turnaround situation compared to a business-as-usual situation (Trahms,
Ndofor, & Sirmon, 2013), and their social networks may help overcome these barriers to
implementing strategic change. Studying a new CEO’s internal and external networks and their
effects in a turnaround vs. business-as-usual situation provides a better understanding of CEO
succession. | propose a theoretical framework suggesting that an outsider CEO’s weaker
network with board members and more extensive network with external business elites
accelerate strategic change in the business-as-usual situation but hinder the implementation of

strategic change in firms in a crisis. The hypotheses in the proposed framework are tested in a
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quantitative empirical study of 2208 new CEOs appointed at S&P 1500 companies between
2000 and 2017. The results support the hypotheses. This work contributes to strategic
leadership — particularly the literature on CEO succession (Berns & Klarner, 2017) — and social
network theory regarding the complex effects of social networks in different business

contingencies (Wong & Boh, 2014).

The second article, entitled “Reap what you sow: Who benefits from business
networks”, addresses how active networking behaviors enable entrepreneurs to gain benefits
for their businesses from their networks. Adopting a network agency perspective and focusing
on individual networking behaviors, this empirical study explores how purposive individuals
(e.g., entrepreneurs) transform potential opportunities in their networks into tangible benefits
and what antecedents may constrain them from carrying out more beneficial networking
behaviors. Extensive research on social networks in entrepreneurship has demonstrated that
entrepreneurs benefit from their networks by getting access to investment (e.g., Hallen, 2008)
and strategic advice (e.g., Vissa & Chacar, 2009), achieving business growth (e.g., Batjargal,
Hitt, Tsui, Arregle, Webb, & Miller, 2013), and increasing venture performance (e.g., Patel &
Terjesen, 2011). Knowing that, an increasing number of networking organizations have been
established and attracted a large number of members. In a large business networking
organization in Switzerland, | conducted a quantitative empirical study on networking
behaviors of 1858 active member entrepreneurs in 81 established business networks over the
past 13 years to examine how entrepreneurs achieve tangible benefits for their business (i.e.,
receiving business referrals) through their networking behaviors. The results show that active
networking behaviors for deepening, broadening, and brokering network relations have a
positive impact on gaining benefits from the network, among which network-brokerage
behaviors are the most beneficial. | further find that female and male entrepreneurs tend to

adopt different networking behaviors, and the effectiveness of their behaviors in gaining
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benefits is also gendered. Supplementary analysis shows that entrepreneurial context, in terms
of the sector of business activities, favors or constrains entrepreneurs’ networking behaviors.
This study contributes to entrepreneurship — particularly the literature on entrepreneurial
networking — and the role of agency in social network theory (Tasselli & Kilduff, 2021; Ahuja
et al., 2012) by offering a more fine-grained understanding of networking behaviors and the

derived network benefits.

The third article, entitled “Take a relational stance: How social network studies can
advance strategic human resource management, ” addresses how integrating different aspects
of social networks, including network structure, network content, network cognition, network
dynamics, and network agency, advances understanding of strategic human resource
management (SHRM). In this conceptual work, | explore the role of social networks and
discuss how social networks contribute to strategic outcomes of SHRM and how human
resource (HR) practices support SHRM outcomes by influencing and shaping social networks
in organizations. Through a systematic review of social network studies in the context of
SHRM, I find that the social networks in organizational contexts — especially their structures —
can improve organizational performance (e.g., Song et al., 2020), foster knowledge transfer
and innovation (e.g., Tortoriello et al., 2014), support organizational change and adaptation
processes (e.g., Vardaman, Amis, Dyson, Wright, & Van de Graaff Randolph, 2012), and help
integrate international operations (e.g., Guler & Guillen, 2010). It also suggests that
understanding the networking behaviors of women and minorities (e.g., Woehler et al., 2021)
helps organizations leverage diverse workforces and build an inclusive organizational culture.
Based on these findings and the ongoing research conversations in social networks and SHRM,
| propose a conceptual framework at the intersection between social networks and SHRM to
model the multiple interactions among HR practices, social networks, and SHRM outcomes,

as well as the contingencies that may affect these interactions. | provide suggestions for future
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research at the intersection between social network studies and SHRM, which focuses on
exploring the role of social networks in the SHRM process, considering contingencies when
leveraging social networks and integrating network dynamics, network agency, and network
cognition in SHRM. This conceptual work contributes to SHRM by summarizing and

discussing how social network studies play multiple roles in advancing SHRM research.

Overall, this dissertation contributes to the literature on social networks and various
topics in strategic management, including strategic leadership, entrepreneurship, and SHRM.
For social networks, the two empirical studies enhance social network theory by examining the
antecedents and consequences as well as contextual contingencies of network structure of
CEOs and network agency of entrepreneurs. The theoretical work summarizes how different
aspects of social networks have been studied in SHRM. It discusses how future research can
further integrate different perspectives in social network theory, such as network dynamics,
network agency, and network cognition. This dissertation suggests that the social network
perspective can provide a nuanced exploration of and complementary explanations for various
organizational phenomena. It provides academic and practical insights on how organizations

could leverage social networks to achieve strategic goals and enhance competitive advantages.
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Article 1: It’s the network: Why outsider CEOs bring (less) strategic change

Abstract

There has been much controversy about the effects of CEO succession origin on
strategic change. While some scholars argue that outsider CEOs are more likely to act as agents
of strategic renewal, others highlight that outsider CEOs lack firm-specific skills for promoting
swift strategic changes. Taking a social network perspective, we develop a contingency
framework that reconciling these opposing views. We postulate that the extant contradiction is
attributed to the incoming CEQO’s relational network prior to succession and the performance
conditions surrounding the firm (i.e., “turnaround” versus “business-as-usual” conditions).
Data from 2208 CEO succession events in S&P 1500 companies between 2000 and 2017 show
the mediating effect of new CEO’s networks with the firm’s board of directors and external
business elites. Externally recruited CEOs tend to have a weaker internal network and a larger
external network, which results in a higher degree of strategic change in a business-as-usual
situation but lower strategic change in firms facing turnaround situations. Overall, our study
provides a network view of CEO succession origin to highlight when hiring an outsider CEO

is more likely to lead to swift and adaptive action.

Keywords: CEO succession, social networks, strategic change, CEO-board relationship,

corporate tu rnaround
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1. Introduction

Research on CEO succession has long been studying whether hiring a new CEO from
outside the firm is conducive to strategic change (e.g., Berns & Klarner, 2017; Schepker, Kim,
Patel, Thatcher, & Campion, 2017; O’Riordan, Kelliher, Flood, & Higgs, 2019; Finkelstein,
Hambrick & Cannella, 2009). Many scholars subscribe to the “organizational disruption view”
of succession to argue that outsider CEOs are more likely to act as agents of strategic renewal
and adaptation (e.g., Chen & Hambrick, 2012; Finkelstein et al., 2009; Georgakakis & Ruigrok,
2017; Schepker et al., 2017; Shen & Cannella, 2002; Wiersema, 1992). Incumbent leaders,
especially organizational executives with long tenures, tend to grow “stale in the saddle” and
do not introduce changes (Miller, 1991; Hambrick, Geletkanycz, & Fredrickson, 1993) even in
turnaround situations (Chen & Hambrick, 2012). The appointment of an outsider CEO
promotes the transfer of new external knowledge that disrupts pre-existing practices in the
organization and helps to alter the firm’s strategic status quo (Shen & Cannella, 2002). Outsider
CEOs tend to be “cognitively open-minded, with low commitment to the status quo, able to
envision and consider new courses of action, and socially and interpersonally unencumbered,
with few attachments to internal executives...” (Finkelstein et al., 2009: 190). These
characteristics enable them to initiate more changes than an internally promoted corporate
leader can do (Finkelstein et al., 2009; Weng & Lin, 2014; Datta, Rajagopalan, & Zhang, 2003;
Zhu, Hu, & Shen, 2020). Yet, another stream of research adopts a “learning and adaptation
perspective” to postulate that outsider CEOs are often unable to respond to their mandate for
strategic renewal due to their lack of firm familiarity with the firm’s internal context (e.g., Keil,
Lavie, & Pavicéevi¢, 2022; Karaevli & Zajac, 2013; Karaevli, 2007; Zhang & Rajagopalan,
2004, 2010). It is a constraint that does not apply to insider CEOs. Outsider CEOs require time
to acquire firm-specific knowledge as well as human and social capital (Keil, Lavie, &

Pavicevi¢, 2022; Henderson, Miller, & Hambrick, 2006; Shen, 2003). The longer learning and
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adaptation phase hampers the outsider CEOs’ response to the internal and external imperatives
surrounding the organization (Shen, 2003; Mintzberg, 1973). Some studies further adopt a
contingency perspective to explain the contradiction and distinguish among the organizational
contexts of CEO succession. They show that outsider CEOs are less likely than insiders to
generate strategic change in the context of poor pre-succession performance (Karaevli & Zajac,
2013; Karaevli, 2016). This raises a paradox since organizations with worse performance are
more likely to require change (Schweizer & Nienhaus, 2017; Liang, Barker, Schepker, 2018;
Barker & Duhaime, 1997) but appointing an outsider CEO considered a good leader for change
—is likely to disappoint those organizations in need of urgent change. Karaevli (2016) describes

13

this phenomenon as the outsider CEO’s “turnaround trap”.

The core question of why outsider CEOs manage to (or fail to) generate more strategic
change remains unanswered. A nuanced exploration of the mechanisms underlying the
different degrees of strategic change achieved by outsider and insider CEOs would offer a more
complete theory of CEO succession and provide insights into avoiding the “turnaround trap”.
First, the relationship between outside succession and strategic change is not direct (O’Riordan
et al., 2019) and requires an in-depth study of the mediators involved. In particular, it is not the
“insider vs. outsider status” of the new CEO that affects changes (Finkelstein et al., 2009) but
rather the characteristics associated with outside successors which affect their strategic
behaviors (Finkelstein et al., 2009; Finkelstein & Hambrick, 1996; Hambrick & Mason, 1984).
Second, the effects on strategic change of an outside successor and their associated
characteristics are conditional (Karaevli & Zajac, 2013), which requires consideration of the

moderating effect of the organizational context.

We aim to address the question and resolve the controversy over the effect of an outside
CEO on strategic change, adopting a social network perspective to explore the mechanisms

underlying CEO succession and develop a contingency framework to distinguish among the
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organizational contexts of CEO succession. In particular, we explore the mediating effects of
the new CEO’s internal and external social networks on the relationship between new CEO
outsiderness and post-succession strategic change in two distinct succession contexts (i.e.,
business-as-usual vs. turnaround situations). We argue that the opposite effects of new CEO
outsiderness on post-succession strategic change in turnround vs. business-as-usual situations
can be attributed to the new CEO’s social network with 1) the board of directors and 2) external
business elites prior to their appointment. A social network perspective posits that “individuals
are embedded in thick webs of social relations and interactions” (Borgatti, Mehra, Brass, &
Labianca, 2009: 892); individuals’ social relations and the networks formed by these relations
affect the resources available to them (Granovetter, 1973; Borgatti et al., 2009) and have impact
on their strategic behaviors (Granovetter, 1985; Carpenter, Li, & Jiang, 2012). This social
network aspect is notable because CEOs are embedded in social networks involving members
of the same organizations and individuals in the extensive business world (Westphal & Zhu,
2019; Flickinger, Wrage, Tuschke, & Bresser, 2016; Westphal, Boivie, Ming, & Daniel, 2006).
CEOs’ social networks serve as sources of unique information and knowledge (Heavey,
Simsek, & Fox, 2015), which allow interpretation of strategic situations and analysis of
strategic alternatives (Hambrick, 2007; Haynes & Hillman, 2010). Inside the organization, the
best source of advice on the firm’s strategic issues is the board of directors (Ma, Kor, & Seidl,
2020; Westphal, 1999); established relations between the new CEO and board members
facilitate the exchange of inside information and the sharing of advice based on trust and
smooth communication (Carpenter et al., 2012; Westphal, 1999). Outside the organization, the
new CEO’s social networks with business elites in other firms who may be active in other
industries and regions provide access to diverse and novel information on markets,
technologies, and alternative strategies (Ma et al., 2020; Arendt, Priem, & Ndofor, 2005). We

suggest that these relations affect the CEQ’s strategic choices and implementation of change.
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In addition, the organizational context of the succession impacts how the new CEO can
leverage their internal and external social networks to realize strategic change. New CEOs
appointed to firms with declining performance face various challenges, such as scarcity of
resources (Ghazzawi, 2018), which can require additional effort to turn the situation around
(Trahms, Ndofor, & Sirmon, 2013). Social networks can be leveraged to resolve some of the

issues arising when implementing strategic change.

We suggest that an examination of new CEOs’ internal and external social networks
and their effects in distinct succession contexts would provide a better understanding of the
association between new CEO outsiderness and post-succession strategic change. Figure 1
depicts our proposed theoretical framework. We examine this framework using data from CEO
succession events in S&P 1500 companies between 2000 and 2017. The results support our
predictions by showing a conditional mediating effect of new CEO social networks between

new CEO outsiderness and strategic change.

We draw on and contribute to work on CEO succession, social networks, and corporate
turnaround. First, we contribute to research on CEO succession by adopting a social network
perspective and underscoring the potential of studying the CEO’s social networks. We show
that the new CEO’s networks with the firm’s board members and external business elites
explain the paradox between the effect of outside succession on strategic change in different
succession contexts (i.e., the “turnaround trap”). In this regard, our work responds to Berns and
Klarner’s (2017) call for a better understanding of the CEO-board relationship in the succession
process and highlights the critical role of social networks for the successful implementation of
strategic change. Second, we contribute to work on social networks in organizational contexts
by revealing the complex effects of social networks in different business contingencies.
Although social networks and their patterns are known to have both benefits and costs (Opper

& Burt, 2021; Jonczyk, Lee, Galunic, & Bensaou, 2016), our work indicates that their effects
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on the organization depend on the firm’s performance contexts. Third, we contribute to work
on corporate turnaround by arguing and showing empirically that outsider CEOs induce less
strategic change in turnaround situations. It responds to Trahms and colleagues’ (2013) call for
more consideration of how CEO successors’ attributes and experience impact organizations in
turnaround conditions. To this end, our work outlines practical implications and

recommendations for companies regarding the appointment and integration of new CEOs.

Figure 1: Theoretical framework

Succession context: turnaround
vs. business-as-usual

New CEO-board
network

New CEO Post-succession
outsiderness strategic change

New CEO external
network

2. Theory and hypotheses
2.1.  Social networks and corporate strategy

Social network theory has been adopted by management scholars to examine the formal
and informal relations among individuals within and across organizations and their effects on
organizational outcomes such as decision-making (e.g., Kijkuit & van den Ende, 2007),
knowledge exploration capability (e.g., Mors, Rogan, & Lynch, 2018), innovation (e.g., Ahlin,
Drnovsek, & Hisrich, 2014), organizational ambidexterity (e.g., Heavey et al., 2015), and
organizational performance (e.g., Song, Fang, Wang, & Shi, 2020). Exploring individuals’
social networks provides a complementary perspective for studying organizational phenomena

including CEO-board relations and CEO succession.
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Social ties between individuals facilitate information and knowledge exchange and
encourage the sharing of advice and support (Carpenter et al., 2012; Westphal, 1999). Well-
established social relations among individuals increase the likelihood of information exchange
based on their better knowledge and understanding of one another and their expertise, and ease
of communication (Borgatti & Cross, 2003). Strong ties characterized by frequent interaction
and long duration relationships (Carpenter et al., 2012; Granovetter, 1973) foster trust and
reciprocity between ties (Coleman, 1988), and facilitate exchanges of high-quality information
and complex knowledge (Heavey et al., 2015; Hansen, 1999; Granovetter, 1973). Granovetter
(1983:209) argued that “strong ties have greater motivation to be of assistance and are typically
more easily available” since the sharing of complex knowledge requires willingness by the
knowledge provider to expend effort on explaining the details (Hansen, 1999). Frequent
interactions and exchanges allow the individuals involved to build a similar mindset
(Houghton, Smith, & Hood, 2009; McDonald & Westphal, 2003), enabling “efficient
knowledge integration and interpretation” (Houghton et al., 2009: 1256). Indeed, rich empirical
evidence shows the positive impact of strong ties on information and knowledge sharing (e.g.,

Jack, 2005; Reagans & McEvily, 2003; Hansen, 1999).

Work on network structure (i.e., the pattern of network relations) distinguishes between
two types of networks: 1) closed networks in which individuals are densely connected, and 2)
sparse networks which include less densely connected individuals (Burt, 1992; Opper & Burt,
2021). In closed networks, individuals share information and knowledge through their dense
and direct network ties, and over time, all members have access to a similar resources base
because of intense information exchange. Closed networks benefit from the “refinement and
improvement of current knowledge” (Opper & Burt, 2021: 764) and tend to focus more on
exploiting existing network resources rather than exploring new resources from outside the

network (Burt & Soda, 2017). The shared knowledge and similar mindsets among the members
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of a closed network facilitate more efficient decision making and agreements (Opper & Burt,
2021; Lazer & Friedman, 2007). Members of a closed network are cautious in terms of
protecting their reputation while also feeling protected from the bad behaviors of others which
enhances their willingness to cooperate with network members. Studies have shown that a
closed network is associated also with information redundancy since its members have limited
access to novel information and alternative strategies (Opper & Burt, 2021). Mutual knowledge
facilitates shared strategic beliefs and behaviors (McDonald & Westphal, 2003) and over time
the members of a closed network tend to be intolerant of different opinions (Carpenter et al.,
2012; Burt, 1987; Coleman, 1990) due to similar mindsets and group pressure. Feeling satisfied
with the current situation, its members are less willing to develop new social connections and
explore new business opportunities outside the network (Burt, Opper, & Holm, 2022; Opper &

Burt, 2021).

In open networks, on the other hand, each network member has access to diverse
information and knowledge through access to contacts not mutually connected. Open networks
are more likely to generate new ideas and tend to perform well in exploratory, innovative, and
creative activities (Perry-Smith, 2006; Perry-Smith & Manucci, 2017). Network members are
exposed to different mindsets which could encourage alternative interpretations of the same
information and suggest different strategic options for the same situation. The central person
who bridges unconnected others benefits from access to novel resources and has the power to
control the flow of resources to unconnected members (Burt, 1992). The weakness of open as
opposed to closed networks is the lower level of trust, and lack of a shared understanding which
can limit the integration of complex knowledge (Wong & Boh, 2014). Since not all the
members of an open network are mutually connected, the central person needs to put effort into

maintaining relations with all other members to manage the network.
Upper echelons theory suggests that the CEO has the most important influence on the
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organization based on her or his strategic choices (Hambrick & Mason 1984). Since the new
CEO is not an isolated individual, their social network relations with others inside and outside
of the firm have an impact on the CEQ’s strategic choices. For example, empirical work on
CEO social networks shows that CEOs’ internal and external connections positively impact the
organization’s strategic adaptive capability (e.g., Ma, Yao, & Xi, 2009), strategic complexity
(e.g., Houghton et al., 2009), strategic flexibility (e.g., Fernandez-Pérez, Garcia-Morales, &
Bustinza-Sanchez, 2012), and strategy ambidexterity (Heavey et al., 2015). CEOs rely on their
social network as unique sources of information and knowledge (McDonald & Westphal, 2003,
Heavey et al., 2015) on which to base their strategic choices. In addition, CEOs’ social
networks influence the way they process information and understand the strategic situation
(Opper & Burt, 2021; McDonald & Westphal, 2003). Based on their distinct internal and
external social networks, new CEOs tend to make different choices and endorse different
strategies from those implemented by their predecessors which results in post-succession

strategic change.
2.2. New CEO internal networks

The new CEQ’s internal networks consist of their social relations that are internal to
the firm (Cao, Maruping, & Takeuchi, 2006). The firm’s board is an important internal network
which offers the best source of advice on the firm’s strategic issues for new CEOs (Ma, Kor &
Seidl, 2020; Westphal, 1999). New CEOs — whether outsiders or insiders — have to devote time
to learning and adapting. Outsider CEOs need to acquire firm- and industry-specific
knowledge; insider successors need to adapt to the new position and its different tasks and
responsibilities (Shen, 2003). The advice provided by the firm’s board is crucial in both cases
(Shen, 2003; Berns & Klarner, 2017). Executive directors are the source of information on
internal day-to-day operations and advice on alternative strategies based on their experience in

managing the firm; independent directors are the source of diverse knowledge and expertise,
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and access to external networks (Ma et al., 2020).

Social ties between the firm’s new CEO and its various board members foster trust and
enable smooth communication which facilitate information exchange, encourage search for
and sharing of advice, and promote cooperative problem-solving (Carpenter et al., 2012;
Westphal, 1999). In particular, Westphal (1999) shows that social ties between board members
and CEO promote interaction and encourage advice sharing on strategic issues, and CEOs are
more likely to seek advice from board members with whom they have stronger ties (Ma et al.,
2020; Westphal, 1999) especially in the case of poor performing firms (Heyden, van Doorn,
Reimer, Van den Bosch, & Volberda, 2013). Therefore, board members’ human and social
capital contributes to the firm’s resource base, and a CEO with close relations with board
members will be able to exploit and leverage the firm’s internal resources to develop new
strategies (Burt & Soda, 2021). Given that most firm board members are already connected by
their co-working experience in the board room, strong and well-established ties between the
new CEO and a few board members will be conducive to the rapid forging of links with the
entire board (Ahuja, Soda & Zaheer, 2012). In more connected networks, board members and
CEO tend to have shared knowledge and similar mindsets (Opper & Burt, 2021; Lazer &
Friedman, 2007) which allows better understanding and acceptance of the new CEQ’s strategic
renewal proposals. Board-level strategic consensus will facilitate faster decision making and

effective implementation of the new strategy (Goodstein, Gautam, & Boeker, 1994).

The above aspects are especially important for firms in a turnaround situation.
Turnaround refers to a threatening business situation for a firm experiencing decline which
requires swift operational and strategic actions to promote recovery (Barker & Duhaime, 1997,
Schweizer & Nienhaus, 2017). Business decline signaled by worsening financial performance
is associated with resources scarcity and uncertain subsequent development (O’Kane &

Cunningham, 2014; Trahms et al., 2013; Barker & Duhaime, 1997). New CEOs entering a firm
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in a turnaround situation will have different concerns and face different challenges compared
to those hired by firms in business-as-usual (i.e., non-turnaround) situations (Trahms et al.,
2013). First, resources scarcity resulting from financial decline requires the firm to optimize
use of existing resources and capabilities to achieve strategic renewal and recovery (Ghazzawi,
2018). A new CEO with — especially strong — social ties to the firm’s board members will have
better access to internal information on the firm’s competences and how they should be
reallocated (Ma et al., 202