
Social Network 
Analysis: Work and 
Organization Studies



What this 
chapter 
entails

• Social network analysis of labor market
• Job seekers finding a job through weak tie

• Employers fill job vacancies with employee 
referral

• Social network analysis of intra-
organizational network
• Structural hole: an egoistic view

• Power: a structural view

• Competitive edge: an utility view

• Social network analysis of inter-
organizational network
• Interlocking board

• Strategic alliances



Between intra-
organizational 
network and 
inter-
organizational 
network

Only exists on textbooks

Intra-org networks may very well extended to inter-org 
networks

Friendship may start with boundary spinning personnel 
and become precursor of inter-organizational ties.

Companies capitalize on personal ties to have 
competitive edge by finding strategic partners through 
those ties.



Inter-org network: Interlocking board 
(unilateral appointment)

Board of Company A

External 
constituents

• External 
constituents



Interlocking board (mutual appointment)

• Shared board members

Board of Company A
Board of Company B



Does inter-locking produce power 
concentration?



The fear is unwarranted



Then why 
orgs lock-in 
with sharing 
board 
members?

Business scan

Fine tune their operating environment

Orgs executives use board recruitment to 
propagate their agenda

• Low-control board adds passive pro-management members

• High-control board adds outspoken pro-stake holder 
members

Local celebrities, well-connected individuals are 
recruited



Does board 
interlocking 
pay off?

US: NO, board interlocking does not 
produce higher profitability 
(Mizruchi 1996)

China: yes, firms with interlocking 
board outperform their peers 
without interlocking board in sales, 
net assets, profits, and productivity.





Other 
consequences 
of interlocking 
board

Diffusion of M-form management

• Poison pill is counter measure of hostile 
takeover

Adoption of poison pill

Nasdaq defect to NYSE



Strategic alliance





Joint venture

• Two or more legally distinct firms pool a portion of their resources within a jointly owned legal 
organization that serves a limited purpose for its parents.



Strategic alliances become more prevalent



Consequences of strategic alliances



Other consequences of strategic alliances

• Long term performance

• Profitability

• Productivity

• Survival rate

• Long term growth



Inter-org link 
across 

industries

• Vertical integration: merger of firms across different 
industries

• Forward vertical integration: a car manufacture purchase a 
car rental company – Ford purchased the Hertz Rental in 
the 1990s

• Backward vertical integration: Ford acquired rubbers, glass, 
and metal companies to secure its suppliers in 1920s.

• Vertical disintegration (spinoff or de-integration): in 2005, 
Ford sold the Hertz back to private investors

• Reasons for vertical disintegration

• Financial constraint

• Stock market pressure

• Available of network form of governance



Four firm 
concentration

• Four-firm concentration ratio: proportion of an industry’s output 
accounted for by the four largest producers in the industry. 

• The higher the ratio: the higher the level of monopoly

• What is the best positional configurations of four-firm 
concentration ratio?

• A firm’s own industry has high ratio, where its client and 
supplier industries have low ratio.
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