


While a number of scholars have convincingly challenged the view that



pure markets or pure hierarchies, and because of these efficiency advantages,



tempting to provide a list of formal organizational arrangements that can or
cannot be categorized as network forms of organization, any such list would
obscure important variance within formal organizational types. For example,
consider syndicates collections of (typically financial) actors that pool assets
to support a high-risk endeavor in exchange for profits from that endeavor.
Syndicates can differ in the extent to which authority for managing the syndi-
cate is vested in one actor, and they can differ in terms of their time horizon. In
fact, an important trend among investment banks in the twentieth century was
the increasingly transitory character of syndicates for the underwriting of se-
curities (Carosso 1970, Eccles & Crane 1987). Such decentralization affected
the extent to which this particular interorganizational arrangement conformed
to the definition of the network form.

More generally, a significant sociological finding is that many of the eco-
nomic arrangements that are formally labeled markets and hierarchies may



they constitute a moral community insofar as trustworthy behavior can be ex-
pected, normative standards understood, and opportunism foregone. Finally,
in a treatise on what he calls small firm networks, Perrow (1993) identifies
trust as a critical element of small firm production networks.

Probably the most vivid illustration of trustworthiness and obligation in a
network form of organization comes from Uzzi s (1997) examination of sub-
contracting relationships in the New York garment industry. Uzzi is particu-
larly interested in what he refers to as embedded ties, strong enduring rela-



the face of unexpected changes to the opportunities and constraints confront-



through networks is quite consistent with some of the early network research
on information transfer. For example, in Granovetter s (1974) seminal re-
search on job search, information on jobs resides at nodes and is transferred
through the ties linking nodes.
Alternatively, as Powell & Brantley (1992) contend, network forms of or-
ganization may foster learning by encouraging novel syntheses of information
that are qualitatively distinct from the information that previously resided
within thethdistinctthnodes.thThatthis,thrather than simply facilitating thethtransferthof



qualitatively distinct from the inventions of either partner, then we can more
confidently assert that the locus of innovation is in the network itself rather
than the nodes of that network. While such research has not yet been con-
ducted, it seems a straightforward extension of the current work using patent
citations as proxies for technological distance.



sometimes contradictory bases on which organizations can lay legitimate
claims to resources. Decentralized networks of organizations emerge, and as-
setsand liabilities are reallocated within the network in such a way that the net-



vironmental changes (Powell 1990, Kanter 1991). By fostering greater com-
munication than the market does, network forms of organization facilitate



ganization. For example, to the extent that network form fosters learning, the
form should be more prevalent in industries where knowledge is broadly dis-
persed and knowledge is rapidly updated (Powell & Brantley 1992). Based on
this argument, one would expect the form to be more prevalent in the biotech-
nology industry than in the steel industry, for example.









tioning when one party does not act in good faith in the context of the alliance.
Powell et al (1996) also develop some similar hypotheses as to how the pre-



network forms of organization: the dysfunctionalities that arise through the
operation of the network. One possible reason for the inattention to dysfunc-
tionalities is that network forms of organization may indeed constitute a su-
perior organizational form. A number of scholars (e.g., Kanter 1991, Powell
1990, Perrow 1993) seem at least implicitly to make the claim that alliance



actors often do not publicly announce the termination. As a consequence, re-






example, when discussing the richness of information conveyed through net-
work ties, the comparison is to arms-length contracts. When discussing the
autonomy of the network form, the comparison is to hierarchy. However, does
the network form provide richer information than hierarchies and more auton-
omy than the market? Only by considering all three forms simultaneously can









