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Abstract

Does the form of organizations tend to show diversity or homogeneity? This paper begins with two contrasting
questions: ‘Why are there many organizational forms?’ and ‘Why are organizations similar?” Population ecology
and institutional theory represent different lenses through which theorists use for interpreting these
organizational phenomena. Each paradigm offers compelling concepts and arguments for supporting their own
perspectives even though they seem to lead to contradictory results. This conceptual paper is an attempt to clarify
the fundamental divergence of ecological and institutional approaches and proposes an integrated perspective for
future empirical studies.
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1. Introduction

There has been a proliferation of organization theory since Adam Smith brought about the notable principle of
the division of labor. Among numerous academic quests, the question of “Why does a firm exist?’ raised by
Nobel laureate, Ronald Coarse, has inspired researchers to look seriously at the very nature of the firm. Until the
mid 1970s, the prominent approach in organization theory focused on adaptive change in organizations. On the
other hand, inspired by the fundamental question: ‘Where do organizational forms come from?’ (Hannan and
Freeman, 1977), organizational ecologists have attempted to explain how environmental conditions affect the
relative abundance and diversity of organizations. Organizational ecologists seek explanations for organizational
diversity at population and community levels of organizations and emphasize the rates of organizational
founding and failure, and the creation and death of organizational populations as sources of increasing and
decreasing diversity. The emergence of population ecology in organization theory represents the disposition of
contingency theory from its hegemonic position.

The development of institutional theory is a reaction against the behavioral revolution of recent decades, which
viewed collective political and economic behavior as the aggregate consequence of individual choice. The
institutional approach tends to focus on a broad perspective: organizational structures and processes that are
industry-wide, national or international scope. A common theme running through institutional theory is that of
environmental influence over organizations. The starting point of new institutionalism in organizational analysis
is the striking homogeneity of practices and arrangements found in corporations (DiMaggio and Powell, 1983).
The persistent characteristics of organizations exemplify in the structures that are to some extent self-sustaining.
The concept that best captures the process of homogenization is isomorphism, which occurs through three
mechanisms: coercive, mimetic and normative isomorphism. The mechanisms of isomorphism offered by
institutionalists provide a basis for legitimacy that reflects cultural alignment, normative support, or consonance
with relevant rules of law.

A sharp contrast results from the different arguments about the pattern of organizations: diversity or homogeneity?
DiMaggio and Powell (1983) deal with this controversy by introducing organization life cycle to reconcile the
problem of diversity and homogeneity. They argue that organizational fields display considerable diversity in
practice and form in the early stage of their life cycle. Once a field becomes well established, there is a relentless
push toward homogenization. However, this line of argument fails to address the fundamental differences
between institutional theory and an ecological approach in the level of analysis and dynamics of organization
population. This paper addresses this seemingly contradictory issue by briefly reviewing some important

108 ISSN 1833-3850  E-ISSN 1833-8119



www.ccsenet.org/ijbm International Journal of Business and Management Vol. 7, No. 10; May 2012

concepts of these theories while formulating integrative analytical frameworks for future empirical tests.
2. Organizational Ecology

For any social system, actors discover better ways of doing things primarily through trial-and-error learning.
Trials are variations on the existing ways of doing things. In addition, a distinguishing feature of human systems
is that actors within them may observe the characteristics and practices of other social systems, evaluate their
relationship to effective outcomes and try them within their own systems. In short, actors in social systems can
imitate the characteristics of other systems. Variations that improve a system’s fit to its environment or to achieve
its ends more efficiently will be selected and retained in the system. Selection and retention ensure the
identification and preservation of forms or processes that improve a system’s fit, whether internally or with
environments. Selection does not operate by comparing any one variation to a hypothetical best routine of
excellence. What is understood as ‘best’ is only a relative construct, reflecting the emergence of one variation as
better improving the system’s fit. Selection can identify the variation that best improves the system’s fit, and this
variation can be retained and diffused over other similar systems. The concepts of variation, selection and
retention as the major means of social evolution are well known and accepted in modern organization theory
(Romanelli, 1999).

Variation is a source of heterogeneity of alterations on an existing form. Campbell (1974) proposed three
characteristics of variations that are necessary for development or improvement of a social system. First,
variations must be blind, in which the outcome of a variation must not be known in advance. Second, variations
must be multiple. Lastly, most variations must fail to improve or distract the system’s ability to survive. In other
words, there exists a mechanism of selection that systematically eliminates variations which are less able to
improve it.

Since the 1970s, organizational ecologists have been developing conceptual tools and analytical techniques for
studying organization/environment relationships by focusing on organizational populations. Ecological research
typically begins with three observations: (1) diversity is a property of aggregates of organization, (2)
organizations often have difficulty divesting and executing changes fast enough to meet the demands of
uncertain environments, and (3) the community of organizations is rarely stable, that is, organizations arise and
disappear continually. Here, community refers to a combination of interacted populations and is equivalent to
organizational field by definition (DiMaggio and Powell, 1983). Organizations, populations and communities of
organizations constitute the basic elements of an ecological analysis. The study of population dynamics focuses
on the life events of organizations — their births and deaths. Several fundamental concepts of the ecological
approach are reviewed briefly below.

2.1 Organizational Form

A form is a set of stable routines for accomplishing organizational action and the organizational form represents
a formula for doing business. Organizations display inertia to the extent that variables describing their strategic
and structural features change at relatively slow rates. Organizational managers often face a wide variety of
constraints that limit their ability to make changes of various kinds that occur as relatively abrupt modifications
in the organization’s mode of operating. These changes are likely to be abrupt because strategy, structure, and
patterns of human behavior are linked. Resistance to piecemeal adaptation is likely to occur (Freeman and
Boeker, 1984).

2.2 Organizational Population

The form is observable in structure, in distinctive operating characteristics and in marketing and technical
strategies. The collection of firms corresponding to each form is a population. The expansion or contraction of
populations provides important contextual information for strategists and they often survey the market or
industry they are entering in order to identify what kind of firms operate there, those which are flourishing, and
those which are failing.

2.3 Niche

An organizational form’s niche is a mix of the social, economic and political conditions that can sustain the
functioning of organizations that embody a particular form (Hannan and Carroll, 1995). The organizational form
represents a combination of resources and ranges of resources that can be employed by organizations. Form and
niche are therefore defined with reference to each other. Hannan and Freeman (1977) use niche-width theory to
formulate a model of the differential survival capabilities of specialist organizations, which concentrate on ways
to exploit a narrow range of potential customers, and generalist organizations, which seek to appeal to the
average consumers who demonstrate adaptive tolerance for more widely varying environmental conditions.
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Potential competition for each organization is measured using overlap density, the aggregate overlap of an
organization’s resource requirements with those of all others in the population (Baum, 1999).

2.4 Entrepreneurship

Entrepreneurship implies strategies. Most entrepreneurs seem to imitate existing models of successful examples
for organizing, rather than starting a completely new firm because it reduces the risk of death at founding by
increasing the reliability of the performance of the organization. Moreover, following an established form makes
the new organization more accountable to other organizations with which it carries out transactions.
Organizations using a successful strategic formula tend to become more numerous, which leads to the expansion
of the associated population.

Changes in organizational populations involve four critical processes: variation, selection, retention, and
competition (Aldrich, 1979). Variations are human behaviors including any kind of intentional or blind change.
Individuals generate variations in technical and management competencies in their efforts to adjust their
organization’s relation to the environment. Some variations prove more beneficial than others in acquiring
resources and are hence are selected positively by managers inside organizations, and by investors, customers
and government regulators in the external environment (McKelvey, 1994; Meyer, 1994). Successful variations
are retained as surviving organizations come to be characterized by them. In contrast to adaptation approaches,
which explain changes in organizational diversity via cumulative strategic choices and changes to existing
organizations, ecological approaches highlight the creation of new organizations and the demise of old ones.

3. Diversity or Homogeneity: Environment

A common theme running through institutional theory is environmental influence over organizations. Most of the
verbs used to describe organization-environment relations have explicit implications in which environments
‘dominate’ or ‘overpower’ organizations and in this respect, institutional theory resembles population ecology
(Aldrich, 1999). Organizations only change when external contingencies change. This aspect of institutional
theory turns organizations into ‘passive collection points’ for the rules and agendas institutionalized at higher
levels of societies (Hirsch, 1983). In this light, institutional theory concentrates more on the reproduction than on
the creation or transformation of organizations.

Institutional theorists have taken variation primarily as external in origin, generated as organizations are forced
to respond to, adapt to, or imitate the normative and regulatory currents in their environments. For some analysts,
variation arises from organizations responding to events at higher levels of analysis, such as population and
community changes (Zucker, 1987). When environments are treated as institutions, theorists have typically taken
a reproductive theme focusing on how system or sector-wide social facts are copied on the organizational level.
As a consequence of adopting externally-generated facts in pursuit of legitimacy, the technical core of an
organization is decoupled from directed evaluation on the grounds of efficiency. On the other hand, when
organizations have been treated as institutions, theorists have adopted a generative theme, examining the creation
of new cultural elements by organizations. Small groups and managers often acquire new facts by copying other
organizations. Organizations adapt their structures to conform to an institutionalized pattern supported by
powerful legitimating forces outside themselves (DiMaggio and Powell, 1983). Furthermore, when an
organizational form falls out of favor and loses legitimacy, actors cease adopting that form and move on to others.
Therefore, one outcome of successful imitation is enhanced organizational stability. Success comes from
imitating others, rather than from an organization’s own technical achievements (Aldrich, 1999).

Institutional theorists emphasize the forces that create and maintain organizations as coherent, integral units,
focusing on large, long-lived organizations. They are forces such as socialization and characteristic leadership
that promote the diffusion of shared meaning, increasing the successful reproduction of an organization (Aldrich,
1999).

Institutional theory emphasizes that organizations must conform to institutionalized rules and requirements if
they are to receive support and be perceived as legitimate. However, the detrimental convergence on a particular
set of socially agreed-upon practices will engender some low-probability trials that will dramatically demonstrate
a new and better practice.

How is it possible that isomorphism and diversity are compatible concepts? DiMaggio and Powell (1983) deal
with this controversy by introducing organization life cycle to reconcile the problem of diversity and
homogeneity. They argue that organizational fields display considerable diversity in practice and form in the
early stage of their life cycle. Once a field becomes well established, there is a relentless push toward
homogenization. Here, organizational field refers to those organizations that include key suppliers, resource and
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product consumers, regulatory agencies, and other organizations that produce similar products or services.

DiMaggio and Powell (1983) also emphasize that the level of analysis exhibits the totality of relevant actors and
comprehends the importance of connectedness and structural equivalence. Organizations may try to change
frequently, but when reaching a certain extent in the structuration of an organizational field, the aggregate effect
of organizational change will lessen the extent of diversity within the field. The concepts of diversity initially
asked by population ecologists, and the homogeneity proposed by institutional theorists, seem to find their
convergence through life cycle perspective (see Figure 1).

Approach
Institutionalism Homogeneity
Population Diversity T
Ecology
Early Mature

Figure 1. DiMaggio and Powell’s (1983) Conceptual Model

However, the population ecologists’ natural environment is exogenous, in that the selection process is
relentlessly operated. The diversity of environment manifested by the various niches and its carrying capacity
projects the diversity of organizational forms. For the institutionalists, the environment is constructed by
collective actions and is, therefore, institutionalized for imposing constraints on actors as a whole. Since the
perspective of environment differs drastically, a point of divergence thus arises. Although DiMaggio and
Powell’s (1983) acclaimed efforts in integrating ecological and institutional approaches exhibit some face-value
connection, the fundamental divergence remains to be reconciled. Unless one can develop the bridging logic for
the generation of an isomorphic environment, the eventual homogeneity of populations will still be open to the
debate. Figure 2 illustrates a juxtaposition of ecological and institutional approaches.

Approach Level Pattern
Population Community Diversity » Diversity
Ecology Population dynamics
Institutional Organizational Diversity » Homogeneity
Theory Field Adaptation
Early Mature

Figure 2. A Juxtaposition of Ecological and Institutional Approaches

4. Diversity or Homogeneity: Organization
4.1 Adaptation

The 1960s saw a development of contingency perspective. Environmental uncertainty pulls organizations in
different directions as different parts of the organization seek to adjust to their own sub-environment. Such
differentiated adaptation creates problems of integration which in turn lead to the development of new structures
(Lawrence and Lorsch, 1967). According to this view, organizations are not regarded as passive actors and the
behaviors of their managers are seen as largely reactive. Some major branches of organizational theory in this
period stress the proactive behavior of organizations, for example, the resource dependence theory which
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explains organizational structures as a result of the strategic actions taken by managers to lessen dependence on
other organizations that provide key resources (Pfeffer and Salancik, 1978).

During the 1960s and 1970s, many leading organizational theorists began to view organizations as merely the
tools used by managers in taking strategic action to advance their interests (Hannan and Freeman, 1989). When
organizational structures are treated as simple tools, organizations become less relevant in the processes of social
change; with the rise of a managerial emphasis, the role given to unplanned and unconscious behavior dwindled.
Therefore, organizations are depicted by organization and strategy researchers as consciously designed for the
pursuit of explicit goals. This line of literature views strategy as the willful choice of top managers while if
organizations are plastic, only the intentions of organizational elites matter.

4.2 Imitation

Why reinvent the wheel? Past literature shows a pervasive belief that successful change in one organization can
be achieved through copying the attributes or practices of another organization. Organizational theorists have
observed a profound similarity of organizational routines and structures over a large number of organizations. It
is imitation processes, including direct learning and imitation by organizations, that contribute to much of this
homogeneity within organizational forms (Hannan and Freeman, 1984).

In the popular organizational literature, a similar concept of copying is found in the idea of ‘benchmarking’,
deriving from total quality management. It refers to processes by which managers in one organization analyze
systems and routines of another organization for potential adoption in the first organization. Moreover, best
practices are being sought in search of excellence. This line of thought treats imitation as an effective route to
improved organizational performance. Therefore, copying represents a potentially efficient means for
introducing new practices, or variations, into an organization’s activities and routines. Imitation may avoid some
of the costs of trial-and-error learning and may also expand an organization’s repertoire of potentially effective
variations which might not have been discovered through the operation of their own systems and processes.
Copying is a potentially effective means for introducing variation into an organizational system. The potential
benefits of copying are simply evident. The dynamics of imitation are shown graphically in Figure 3.

\ 4

Variation Diversity

A\ 4

Isomorphism Homogeneity

Figure 3. The Dynamics of Imitation

Imitation is important in retaining or sustaining existing routines, practices, and divisions against the forces of
change in the dynamics of population level change. Critics of institutional theory claim that its emphasis on
imitation limited its ability to account for variation and change. Institutional theorists emphasize that
inter-organizational imitation produces homogeneity among practices (DiMaggio and Powell, 1983; Meyer and
Rowan, 1977). However, Miner and Raghavan (1999) argue that repeated inter-organizational imitation acts as a
selection mechanism to change the nature and mix of routines enacted in a population of organizations. They
found factors which moderate the impact of imitation and hence in some cases generate new mixes of routines in
populations of organizations. The moderating factors include the features of (1) the imitator, (2) the practice
imitated, (3) the exact sequence of steps involved in imitation, and (4) features of the imitation context. There are
many ways that imitation can produce new mixtures of routines.

Analysts seem to assume that competition represents the most important force for selection over organizations
and routines. The most fundamental principle of modern capitalism is that organizations compete, with some
surviving and some failing. Therefore, a powerful determinant of the mix of routines in a population will be the
competitive forces, which underlies the ecological approach. Organizations may observe their competitors and
try to imitate their successful routines as a part of the competitive process; however, competition does not
necessarily involve imitation at all. A group of organizations can sense the effects of new entrants through
reduced demand without even knowing the nature of that competition. The focal organizations may change their
own behavior in response to the reduced demand but base their actions on their own experience. In this light,
competitive interaction does not necessarily involve imitation. Likewise, imitation does not necessarily involve
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competition. For example, a group of organizations free from competition may engage in imitation of various
kinds. Imitation thus represents a distinct potential engine of selection (Miner and Raghavan, 1999).

Miner and Raghavan (1999) further propose three specific modes of learning through copying at the population
level: (1) frequency imitation: copying the most common organizational routine, (2) trait imitation: copying the
routine of some organizations based on a trait, such as size, prestige or similarity, (3) outcome imitation: copying
routines that appear to have good consequences for other organizations. In effect, organizations may imitate the
practices of other organizations because they are prevalent in the population, which implies effectiveness, or
because they are associated with positive outcomes, or because they exhibit desirable characteristics independent
of any relationship to performance. The imitating organization acquires the trial-and-error experience of another
organization without investing resources in its own trials and the copied routines or practices have exhibited their
ability to improve an organization’s environmental fit. However, internally generated variations will not gain the
kind of legitimacy held by variations that are socially validated in the external environment.

Imitation is not the only way that novel variations can be introduced, and it may not be always good for
organizational development. Imitation provides a ready-made rationale for expending resources on certain trials
rather than others, which constrains an organization’s search for other trials (Romanelli, 1999). Variations that
could have been developed within the organization’s own idiosyncratic system of knowledge and which could
have proved more efficient may be neglected. Furthermore, when imitation has become an important source of
legitimacy, the chances for an organization to introduce and try new variations may be seriously constrained.

Conversely, structural inertia theory proposed by population ecologists emphasizes that existing organizations
often have difficulty changing strategy and structure quickly enough to meet the demands of an uncertain
environment. The structures and routines of existing organizations represent vested interest and power structures,
whereby the self-interested individuals may tend to resist any potential structural change which might put their
privileges at risk. Major organizational innovations occur early in the life-histories of organizations and
populations where structuration is at the initial stage. Therefore, organizational change and variability reflect
primarily relatively inert organizations replacing each other. Table 1 summarizes the fundamental differences of
the ecological and institutional approaches. The effect of imitation diverges according to whether it generates
more variations across organizational forms through benchmark or spillover, or reduces variations via
isomorphic tendency. The assumption of the extent of organizational flexibility underlies the controversy:
diversity or homogeneity.

Table 1. The Characteristics of Ecological and Institutional Approaches

Level Population Ecology Institutional Theory
Community/Field Diversity Homogeneity
Population/Form Variation Isomorphism

Organization Structural Inertia Adaptation

5. Conclusion

This paper began with two contrasting questions: ‘Why are there many organizational forms?’ and ‘Why are
organizations similar?’ Population ecology and institutional theory represent different lenses through which
theorists interprets these organizational phenomena. Each offers compelling concepts and arguments for
supporting their perspectives even though they seem to lead to quite contradictory results, hence the quest of this
paper: Diversity or Homogeneity?

Some theorists treat the relationship between ecological and institutional theory as complementary, and propose
their synthesis into a single explanatory framework (Hannan and Carroll, 1992). Others conceive that the
relationship between them is not only complementary but also hierarchical by treating institutional theory as
contextual to ecological research (Tucker et al., 1992). The institutional environment may prescribe the
environmental selection criteria. Ecological literature in institutional processes typically compares founding and
failure rates across organizational populations or over time as the institutional environment of a particular
population changes. Organizational structures may be imposed by a higher authority as a result of the coercive
power of government, or authorized by a higher authority when seeking its approval. Moreover, structures may
be induced when a higher authority offers incentives for recipients of funding, or acquired when organizations
deliberately choose a structural model via imitative or normative isomorphism (DiMaggio and Powell, 1983).
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Isomorphism is a constraining process that forces one unit in a population to resemble other units facing the
same set of environmental conditions. In other words, it is the process of homogeneity.

In this paper, attempts have been made to clarify the fundamental divergence of ecological and institutional
approaches. First, the concepts formulated by these approaches are inevitably restricted in their use as they refer
to different levels of analysis (for a summary, see Table 1). Second, the relationship of organization/environment
requires careful attention before any attempts to reconcile these two approaches. For example, the contrasting
perspectives of natural environment and constructed environment undoubtedly lead to the development of
incompatible theoretical backbones. Third, the assumption of structural inertia seriously restrains an
organization’s adaptability in response to environmental change. As a result, the expansion or contraction of a
population reflects the birth or death of a certain organizational form. To reconcile the ecological and
institutional approaches, the life cycle perspective offered by DiMaggio and Powell (1983) is obviously in need
of more fine-grained theoretical developments. Figure 2 represents an attempt to advance DiMaggio and
Powell’s theory. In asking ‘where do organizational forms come from?’ Hannan and Freeman (1986) modified
their earlier concept of population based in biological ecology in favor of social construction. Furthermore,
Hannan’s (1986) model of population growth includes new populations’ needs for material resource mobilization
as well as their dependence on institutional processes that legitimate them. Obviously, the broad reach of the
institutional approach has opened up possibilities for collaboration with population ecology.
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