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■ Abstract Research on organizations is increasingly informed by analysis of com-
munity context. Community can be conceptualized as sets of relations between orga-
nizational forms or as places where organizations are located in resource space or in
geography. In both modes, organizations operate interdependently with social institu-
tions and with other units of social structure. Because such relationships channel flows
of resources, opportunities are granted or withheld from social actors depending in part
on their organization connections. Such considerations encourage analyses of organi-
zations in ways that spread the relevance of results beyond organizationally defined
research problem areas.

INTRODUCTION

Early case studies of organizations frequently emphasized the importance of com-
munity context in explaining how organizations work. For example, Selznick’s
(1949) TVA and the Grass Roots and Gouldner’s (1954) Patterns of Industrial
Bureaucracy treated the relationship as reciprocal. Organizations affect the com-
munities they belong to and also are affected by those communities. Curiously, the
rise of open systems theory, as Scott (1992) termed it, led to a more abstract con-
cept of the environment in which this reciprocal relationship between community
and organization was less prominent.

Recent research is revitalizing the study of organizations in community context.
In this review, “recent” means research reports published since 1990. Two factors
seem to be encouraging this surge in research activity. First, most researchers would
agree that resources are unevenly distributed in both market and geographical
space. Foundings and failures of organizational forms occur at higher rates in
some communities and regions than in others. Second, because local communities
provide constraints as well as access to resources and power, social structure
channels resources and, therefore, opportunities.

Research into the reciprocal effects of community and organizations falls into
groups defined on two dimensions. In one, community is a web of functional
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TABLE 1 Analysis of organizational communities

Spatial differentiation

No Yes

Functional complementarity
No I: Organizational demography III: Concentration and agglomeration

Yes II: Interorganizational relations IV: Residential communities

interdependencies among organizations or classes of organizations. We refer to
this dimension as functional complementarity. The other dimension is the degree
to which spatial differentiation figures in the analysis. In the extreme, the term
community is used with reference to a residential community—a city or a region. So
importance is attached to place and geographical distance, and such communities
have a social identity as well. Whereas the first kind of organizational community
is defined as a set of relationships between organizations, the second is defined
as an aggregate of social units, some of which are organizations, colocated in
geographical space.

We juxtapose these two dimensions in a simple twofold table (see Table 1). In
this Table, spatial differentiation refers to whether or not the research considers
either distance or location in a theoretically informed way. Functional complemen-
tarity means that the research considers exogenous factors describing variability
in product or market structure. The important issue here is whether these proper-
ties are viewed as varying systematically. This scheme serves as our organizing
mechanism for the review that follows.

ORGANIZATIONAL DEMOGRAPHY: SINGLE
POPULATIONS IN THEIR HABITATS

Studies that examine collections of organizations that have something in common
but give little attention to relations of interdependence among constituent members
fall in Group I in Table 1. The best example of such an approach is research that
employs demographic methods to examine single populations of organizations
(Carroll & Hannan 2000). Literature in this group is distinguished from that falling
in one of the other three groups (II, III, and IV) in that it treats organizational
populations or, more broadly, collections of organizations as homogeneous.

In this work, an organizational population usually is defined as the set of orga-
nizations manifesting an organizational form. Definitions of organizational form
vary, but they share a common feature: They set population boundaries indicating
which organizations are in the population in question and which are not. One ap-
proach is to use a simple rule that all producers of a good or service fall into the
population under study. If so, one implicitly assumes that there is some set of orga-
nizational correlates that accompanies such production specialization and that the
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organizational arrangements falling within the production specialization category
are not heterogeneous. So organizations do not blithely move from one kind of
production to another. Doing so requires fundamental changes in organization.

An intriguing but challenging new approach is to define organizational forms
through reference to social identities (Hannan et al. 2003a,b, 2004; Polos et al.
2002). These identities consist of externally defined social codes that specify the
features that an organization can legitimately possess (Carroll & Hannan 2000,
p. 68). This approach takes advantage of the very reasonable observation that
social support has a strong impact on the vital rates through which organizational
populations expand and contract. It also provides continuity over time and space as
local organizational populations arise, expand or contract, and eventually become
extinct.

The theoretical backbone of most of the work on single populations is the
theory of density dependence selection, originally formulated by Hannan (1986)
and first studied empirically by Hannan & Freeman (1987, 1988). Its core idea is
that two processes are driven by population density: legitimation and competition.
As legitimacy rises, founding rates accelerate and failure rates decelerate. The
population grows. Ultimately, the population pushes against a resource constraint,
a carrying capacity. Competition rises and the processes reverse. These predictions
are based on the assumption that the carrying capacity is fixed. Recent elaborations
show that if the carrying capacity is treated as endogenous, the modified theory of
density dependence selection can also help explain why organizational populations
oscillate over time (Lomi et al. 2005). Nonetheless, in the typical demographic
treatment of single populations, members are uniformly exposed to the processes
of legitimation and competition.

Research testing density dependence has long been concerned with the need
to disentangle processes in historical time from processes in duration time. When
data are left-truncated, and units enter the analysis whose histories began prior
to the study’s start, cohort effects (when the organization in question began) are
confounded with events that happen during its lifetime. Such confounding leads to
errors of inference when the process of aging is under study or when processes of
interest have unknown age dependence. In particular, tests of the theory of density
dependence selection can be obscured with such left-truncated data structures.
This concern has led researchers to favor studies of single populations over their
entire history.

In such studies, location in geographical space generally enters the analysis in
two ways. First, characteristics of local habitats are often treated as factors to be
controlled. This is accomplished by measurement of the localized factors, including
such measures in multivariate models as controls. Second, the model of density
dependence selection has been elaborated to consider the likely possibility that
social processes driving legitimation and competition occur within spatial units
having different boundaries. So legitimation may proceed through communication
processes that are national, whereas competition is driven by resource competition
that reflects local conditions (Carroll & Hannan 2000).
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In recent years, however, we have witnessed an important shift away from
analyses that treat organizational populations as homogeneous. Researchers have
relaxed the assumption that organizations in a population have equal influence
on each other and have started to examine the internal structure of organizational
populations. Evidence produced by this body of work increasingly suggests that
single populations are often best seen as organizational communities within which
classes of organizations occupy distinct locations in geographical and social space.
This work on the internal structure of single populations together with a small but
growing number of studies on interpopulation relations has revived interest in
some of the key theoretical insights associated with community ecology. It has
also become apparent that this community turn has led to important extensions
and refinements of the theory of density dependence.

INTERORGANIZATIONAL RELATIONS: COMMUNITIES
AS WEBS OF FUNCTIONAL INTERDEPENDENCIES

We turn our attention now to studies in which multiple organizational popula-
tions are viewed as differentiated according to function. In such analyses, the unit
character of communities is inferred from patterns of interdependency among or-
ganizational actors. Much of this work builds on insights from the field of human
ecology. In American sociology, studies of human ecology emerged in the 1920s
as part of the so-called Chicago School (for a review of the contribution of this
school to American sociology, see Abbott 1997). Here, we briefly consider this
human ecology tradition in the work of Amos Hawley, who is most often cited
by contemporary researchers taking this functional complementarity approach.
We consider human participants as critical resources that differentiate organiza-
tions and also serve as a basis for competition. A second basis for differentiation is
technology. One may well speak of organizations employing the same general tech-
nology as a community, when, for example, one considers biotechnology. Studies
show patterns of interdependence based on ideology or social identity in which
the glue holding communities together is common, professed, cultural qualities.
Finally, such functional complementarities are observable in the direct network
ties among organizations that are sharing or trading resources.

Hawley (1986) argued that the central ecological question is the relationship
between units of social organization and their environments. Communities can be
identified and studied, he argued, with no spatial dimension. In making this argu-
ment, Hawley was trying to break the common identification of ecology with the
study of spatial organization of human populations. Of course, this was more of an
ambition than a reality. Hawley’s own work was very much about residential com-
munities organized in space. He focused attention on interdependence among these
productive units and their tendencies to form larger, organized systems, arguing
that competition received too much attention and that human social organization
is at least as much driven by cooperation as by competition.
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Cooperation is based on ways in which power of action is increased by or-
ganizing. In ecological analyses, this takes two forms: symbiosis provided by
complementary differences, and commensalism in which groups are built on the
basis of what their members have in common, which he termed “supplementary
similarities” (Hawley 1986). According to Hawley, vertical differentiation arises
when productive units that most directly draw resources into a community produce
the conditions under which other productive units subsist. Essentially, those early
in the flow of resources are in a position to coerce those later in the resource flow.
(For a detailed discussion of Hawley’s community ecology, see Aldrich & Ruef
2005.)

In the 1980s, a number of writers addressed the question of collective adap-
tation by groups of organizations. In this literature, location and distance are de-
fined in resource space by groups of organizations. Astley (1985) wrote about
community ecology as a way of studying such collective adaptation. He defined
organizational communities as functionally integrated systems of interacting popu-
lations. Similarly, DiMaggio & Powell (1983) used the term “organizational field”
to refer to organizational collectivities defined around a common functional or
product/service domain. Contemporary work on organizational communities so
defined tends to examine how relationally defined locations within organizational
communities influence key organizational outcomes. Geographical space is all but
ignored.

Positions in Participants’ Sociodemography Space

An influential empirical paper in this line of work is McPherson’s (1983) analysis
of the flow of organizational members among voluntary associations in the city of
Omaha, Nebraska. McPherson defined the relations that a voluntary association
has with other voluntary associations on the basis of the sociodemographic charac-
teristic of its members. Variables describing members that a voluntary association
targets—young or old, more or less educated—locate the organization within the
sociodemographic space of the community. Furthermore, the extent to which a
voluntary association targets members who are also targeted by other voluntary
associations defines the extent of niche overlap. McPherson argued that the com-
petition between two voluntary organizations for members is directly proportional
to the similarity of their membership on sociodemographic characteristics. In sub-
sequent work, he and collaborators have also proposed and shown that the degree
of an organization’s niche overlap influences the likelihood that an organization
will change its position in sociodemography space (McPherson & Ranger-Moore
1991, McPherson & Rotolo 1996, McPherson et al. 1992).

Baum & Singh (1994) adapted McPherson’s approach to study the community
of daycare centers in metropolitan Toronto between 1971 and 1989. Whereas
McPherson located voluntary associations within community space on the basis
of the sociodemographic characteristics of volunteers, Baum & Singh located
daycare centers on the basis of the ages of the children they enroll. One of their
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key findings is that daycare centers that occupied market regions that had large
overlaps with other daycare centers were more likely to fail than those with less
overlap.

Sorensen (2004) recently extended McPherson’s approach, showing that flows
of organizational members have important consequences beyond the context of
voluntary associations. Using data on 84 industries in Denmark during the period
1980–1991, he found that new firms were less likely to appear in industries located
in labor markets with large overlaps with other industries than were firms located
in labor markets with less overlap. Together, this work suggests that organizations
that occupy crowded locations in the sociodemographic space of the community
experience greater competition.

Positions in Technological Space

Although work by McPherson, Baum & Singh, and Sorensen identifies organiza-
tional relations by focusing on the organizational members and clients targeted by
organizations, other researchers defined locations within organizational commu-
nities by examining different dimensions of functional interdependence. Podolny
& Stuart (1995), in a study of all U.S. semiconductor patents granted between
1976 and 1991, developed the concept of “technological niche” to represent the
relationships between innovations in a common technology space. Underlying
such a niche is a community of organizational actors consisting of manufacturing
firms, universities, government research laboratories, and others that discover new
technology and combine streams of information. Podolny et al. (1996) expanded
the characteristics of niches in technological networks to include organizational
population densities and the niche crowding that occurs at high densities. Crowd-
ing has negative effects, decreasing growth for organizations that inhabit these
technological spaces, whereas high social status, which depends on the acts of
public deference that an organization receives from other organizations, increases
the growth rate of organizations that occupy uncrowded technological spaces. Ac-
cording to Podolny et al. (1996), crowding constrains growth because the ability
of an organization to pursue technological opportunities is diminished by the pres-
ence of organizations that have similar technological competencies. Status, on the
other hand, facilitates growth by sending signals of quality in sparsely populated
regions of the technological space.

Studies focusing on what Hawley calls “symbiosis” (complementary differ-
ences) often emphasize the importance of size specialization within technological
communities. Big organizations can and do squash their competitors, but they
can also provide resources or legitimacy for them. Dobbin (1994) found that U.S.
railroads between 1825 and 1900 displayed such mutualism, as short lines pro-
vided larger lines with reach into small communities. Conversely, the larger lines
connected the smaller ones, allowing them to connect to more remote locales.
Similar factors operate when technical innovations are localized, but network
economies provide the basis for symbiosis. Barnett & Carroll (1987) found a similar
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relationship between commercial and mutual telephone companies in southeast
Iowa between 1900 and 1917. These two forms tended to serve different localities,
urban versus rural, and had different scales of operations. Each improved the other’s
chances of providing long-distance services. Barnett (1995) found additional ev-
idence of mutualistic relations between single exchange and multiple exchange
phone companies in Pennsylvania between 1879 and 1934. These two classes of
organizations increased each other’s growth rates while decreasing failure rates.

Positions in Ideology Space

Ingram & Simons (2000) studied organizational communities by examining in-
terdependence in the ideologies that organizations pursue. When organizations
pursue different ideologies, they pursue their ideological goals by discouraging
organizations that represent rival ideologies and encouraging organizations that
share the same ideology. This implies that whereas similarity among organization
members and their technological competencies engenders competition, similarity
in ideologies has mutualistic effects on organizations. Examining Israeli worker
cooperatives, Ingram & Simons (2000) found that as the density of two organiza-
tional populations sharing the same socialist ideology (kibbutz organizations and
credit cooperatives) rose, the failure rate of workers’ cooperatives declined. At
the same time, increases in the number of banks assumed to espouse a capitalist
ideology increased the failure rate of workers’ cooperatives, but only for those
closer to the socialist ideology. Extending Ingram & Simons’s analysis, Barnett &
Woywode (2004) examined the effects of ideological interdependence among left-
wing, right-wing, and centrist Viennese newspapers between 1918 and 1938. They
found some evidence that competition is stronger among organizations espousing
adjacent ideologies than between organizations located at opposite points in the
ideological continuum. Competition decreases as ideological differences rise, they
argue, in part because diametric opponents may enhance each other’s identity by
their sharp contrast.

Positions in Identity Space

Ruef (2000) studied the organizational community of U.S. health care organiza-
tions by focusing on relations of interdependence among organizational identities.
In his analysis, organizational forms emerge when community-level processes
trigger timing events. Timing events arise in the context of U.S. health care orga-
nizations when regulations change, providing sociopolitical legitimacy to a form.
Cultural organizations produce new forms when media attention generates the req-
uisite distinctive identities. Identities are defined as “patterns of textual association
with other publicly recognized symbols” (Ruef 2000, p. 679). Exemplifying this
cultural conception of identities, Ruef noted that “potential identities are repre-
sented as regions of the discourse where discussion of procedures (e.g., ‘kidney
transplantation or dialysis’), actors (the ‘Health Care Financing Administration’),
values (‘universal coverage’), and symbols may ultimately become formalized as
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novel organizational arrangements” (Ruef 2000, p. 679). However, not all emerg-
ing distinctive identities are equally likely to result in new organizational forms.

In a manner similar to Ingram & Simons’s analysis of ideological interdepen-
dence, Ruef found that identity interdependence generates mutualistic effects for
organizations that have similar identities. Identities not yet associated with an ex-
isting organizational form were more likely to result in the emergence of a new
form if there were existing organizations with a similar identity. Similar identities,
according to Ruef, generate legitimacy and resource spillovers. Existing organi-
zational forms provide sociopolitical legitimation owing to prior collective action
that leads to securing approval from key social actors (e.g., regulators). Existing or-
ganizational forms also provide access to resources, strategies, and templates that
can be used by forms with related identities. However, Ruef found that this mutu-
alistic effect of organizations with related identities decreases at very high levels
of density. He argued that this occurs because competitive effects outweigh mutu-
alistic effects. Resources available to the potential new form become scarcer, and
claims about the distinctiveness of a new identity positioned in a saturated location
of the identity space are less plausible. Under such circumstances, existing orga-
nizational forms are likely to incorporate aspects of the potential organizational
form within their own identities. Ruef found weaker evidence for a competitive
effect on form emergence of organizations with dissimilar identities.

Together this work suggests the importance of considering multiple dimensions
when defining the functional boundaries of organizational communities. Mutual-
ism and competition are linked not only to the flow of resources, such as labor or
technological competencies, but also to similarities and dissimilarities in ideolo-
gies and identities. In this multidimensional space, the consequence of occupying a
location that overlaps with other organizations varies depending on the dimension
being considered. Similarities in resources have competitive effects on organi-
zations, whereas similarities in cultural and ideological symbols appear to have
mutualistic effects. So this work supports Hawley’s sociological insight that social
units’ power of action can indeed be strengthened by supplementary similarities.

Community Structure in Market Space

The studies reviewed above illuminate how locations within the community struc-
ture influence organizational outcomes, but a distinct line of work associated with
the theory of resource partitioning speaks to the question of how communities
evolve as wholes. The central idea running through this literature is that compet-
itive processes permit winners to choose the most advantageous parts of markets
and other resource spaces, forcing competitive losers into less advantageous, spe-
cialized niches. Hawley (1950) followed this line of reasoning in his analysis of
dominance and key function units in communities. Carroll and other contempo-
rary theorists (for a review, see Carroll et al. 2002) developed a model of this
process that yielded several specific predictions about such competitive processes.
Specifically, this work examines the impact of a characteristic of a community’s
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structure—its market concentration—on two classes of organizations: generalists
(organizations occupying a broad space) and specialists (organizations occupying
a narrow space). The key prediction is that market concentration caused by the
movement of generalists toward the center of the resource space hurts generalists
but benefits specialists. In other words, under relevant conditions, market concen-
tration gives rise to differentiation. The primary mechanism that is invoked hinges
on the existence of economies of scale that drive the movement of generalists
toward the mass market and that free peripheral resources for specialists.

Carroll & Swaminathan’s (1992) study of the American beer industry found
evidence consistent with the theory, as concentration in the beer market benefited
specialists such as microbreweries by increasing the founding rate and lowering
the mortality rate. Similarly, Freeman & Lomi (1994) and Lomi (1995) found
that rates of entry of specialist rural cooperative banks in Italy from 1964 to 1988
increased as size and market share of the generalist national banks rose. Moreover,
Swaminathan (1995) reported that the founding rate of American farm wineries
rose as a function of the overall concentration in the wine industry.

Recently, Carroll & Swaminathan (2000) have made an important extension,
arguing that when markets are concentrated and dominated by large generalists,
then specialist organizations can also be spawned by social movements embodying
anti–mass production cultural sentiments. The implication of this extension is that
not all specialist organizations are equally likely to benefit from market concen-
tration. Specialists that deploy an identity perceived as expressing an anti–mass
production sentiment should benefit more from market concentration than spe-
cialists that deploy an identity perceived as inauthentic. Supporting this argument,
Carroll & Swaminathan (2000) observed that the founding rates of brewpubs and
microbreweries rise with market concentration and brewpub density and micro-
brewery density, but that contract brewers (marketing firms that outsource their
beer production) are unable to proliferate in the face of rising brewpub density.

Positions and Community Structure as Kinds
of Interorganizational Ties

Also falling in this quadrant is research by network analysts that provides fine-
grained analyses of interorganizational ties among different kinds of organizations.
Uzzi (1999) and Uzzi & Lancaster (2004), for example, studied relationships be-
tween banks and other business organizations in Chicago. The extent to which pri-
vate information is transferred through network ties is correlated with the strength
of the ties. Complex transactions tend to involve more private information, and re-
lations between bankers and their clients developed in ways that created longevity
for the ties. Powell et al. (2005) examined the structure of the community of life
science organizations between 1988 and 1999. They focused on contractual ties
designed to exchange or pool resources and identified two distinct stages in the
evolution of the community. The first stage was dominated by multinational or-
ganizations and first-generation biotechnology firms. These two organizational
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forms collaborated to commercialize lead products of young biotechnology firms.
Then, in the second stage, as research progress attracted venture capital financing,
the community evolved, pushing multinationals to the periphery and biotechnol-
ogy and venture capital firms to the center. Powell et al. also found that, despite
the global scope of the life sciences community, organizations exhibited a strong
preference for collaborating with geographically proximate partners. Studies that
highlight the importance of geographical location in defining organizational com-
munities are the subject of the next section.

CONCENTRATION AND AGGLOMERATION:
GEOGRAPHICAL SPACE

The studies reviewed in this section identify community through location of orga-
nizations in close physical proximity to one another. Such closeness is generally
viewed as facilitating social interaction and increasing competition for resources.
Furthermore, institutional and cultural factors are often concentrated in regions and
other locales. Knowledge of technology and organizational routines is similarly
localized. When researchers study single organizational forms over geographical
locales, they focus on how local conditions accelerate or decelerate vital rates
of organizations. We review two lines of work that emphasize the importance of
organizations’ position in geographical space. The first suggests that relations of
interdependence tend to be stronger among organizations colocated in geograph-
ical space. The second examines spatial interdependence among organizations
situated in different locales.

Interdependence from Colocation in Geographical Space

Initial tests of the theory of density dependence examined temporal variations in
the founding and failure rates at the national level (Hannan & Freeman 1989). Or-
ganizations belonging to the same population were assumed to be linked to each
other through processes of competition and legitimation, and the strength of these
links was thought to be independent of where they were located in geographical
space. Subsequent studies, however, relaxed this assumption, treating a system
such as a nation as comprising subsystems, such as regions, states, or cities. Ex-
amining the differential effects of density at these different levels, this work shows
quite unequivocally that geographical location matters to an understanding of how
density influences foundings and failures.

Carroll & Wade (1991), in a study of U.S. breweries from 1800 to 1988, found
that regional density had stronger and more consistent effects on foundings than
nonregional density, although this pattern was reversed for failures. Swaminathan
& Wiedenmayer (1991) studied Bavarian breweries from 1900 to 1989 and found
that state density increased failure rates more than national density. Lomi’s (1995)
study of the founding rate of rural cooperative banks in 13 Italian regions from 1964

A
nn

u.
 R

ev
. S

oc
io

l. 
20

06
.3

2:
14

5-
16

9.
 D

ow
nl

oa
de

d 
fr

om
 a

rj
ou

rn
al

s.
an

nu
al

re
vi

ew
s.

or
g

by
 U

ni
ve

rs
ity

 o
f 

C
al

if
or

ni
a 

- 
B

er
ke

le
y 

on
 0

7/
21

/0
6.

 F
or

 p
er

so
na

l u
se

 o
nl

y.



31 May 2006 17:50 AR ANRV280-SO32-07.tex XMLPublishSM(2004/02/24) P1: OKZ

COMMUNITY ECOLOGY 155

to 1988 showed that national density did not affect foundings, whereas regional
density had strong nonmonotonic effects, as predicted by the theory. A study of
U.S. automobile manufacturers by Bigelow et al. (1997) focused on five regions
from 1885 to 1981. Regional density had stronger positive effects on foundings
than national density. Sorenson & Audia’s (2000) study of U.S. footwear producers
between 1940 and 1989 showed that failure rates were affected by local density,
measured by weighting national density by the geographic distance between the fo-
cal organization and all other organizations. According to their results, unweighted
national density does not influence failure rates. Sorenson & Audia also found
that state density had positive effects on founding rates, whereas national density
did not. Cattani et al. (2003) studied founding rates of Dutch accounting firms
across 11 provinces from 1880 to 1996. National density had weak effects but
opposite to those predicted by the theory. Density at the level of the province,
instead, had strong effects consistent with the theory of density dependence.
Stuart & Sorenson (2003a) examined foundings of biotechnology firms across
308 standard metropolitan statistical areas (SMSAs) between 1985 and 1996.
Using the weighted density measure adopted by Sorenson & Audia, they found
that the local density of biotechnology firms increases the founding rate. They also
found that IPOs and acquisitions accelerate the founding rate beyond the effect of
local density.

Together this work shows that key organizational outcomes such as foundings
and failures are more sensitive to surges and declines in subsystem density than
surges and declines in system density. This evidence, therefore, suggests that single
populations are often best seen as organizational communities with an internal
structure shaped at least in part by geographical location. The local nature of the
effects that density has on foundings and failures appears to stem from constraints
that geography places on the availability of resources.

Research on foundings emphasizes how geography constrains access to infor-
mation about entrepreneurial opportunities on which entrepreneurs build their de-
cision to found new organizations. Carroll & Wade (1991) noted that entrepreneurs
may base their decision to create a new organization on the local competitive situa-
tion, even though their success may ultimately be affected by the larger competitive
environment. Similarly, Lomi (1995) attributed entrepreneurs’ sensitivity to local
variations to the limits in their capacity to collect information on nonlocal condi-
tions, a form of local search (Pred 1977). Sorenson & Audia (2000) proposed that
entrepreneurial activity is affected by local density because existing organizations
provide individuals with opportunities to acquire knowledge of the business, form
critical networks, and build confidence in their ability to open a new venture. They
also argued that entrepreneurs tend to start new businesses in the area where they
live because they become embedded in the local social structure.

Research showing the positive effects of local density on failure rates also
views geography as constraining access to resources. The emphasis, however,
tends to be on resources such as skilled labor and capital that become scarcer as
the number of organizations present in a locale increases (Baum & Mezias 1992,
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Ingram & Inman 1996, Sorenson & Audia 2000, Swaminathan & Wiedenmayer
1991). Areas with greater local density are thought to experience higher failure
rates because members of the same organizational population compete against
each other to acquire the same kinds of depletable resources. On the basis of the
diverging effects of local density on foundings and failures, Sorenson & Audia
(2000) proposed an ecological explanation of the persistence of the geographic
concentration of industries. Theorists of agglomerations have long held the view
that industries remain concentrated in space because firms benefit from locating
near similar organizations. This argument dates back to Marshall (1920) and his
introduction of the concept of external economies. The ecological explanation
advanced by Sorenson & Audia questions the accuracy of that view, proposing
that not lower failure rates but rather higher founding rates sustain the unequal
distribution of industries in geographical space.

Research about geographically dispersed organizations generates an interesting
exception to the idea that relations of interdependence tend to be stronger among
organizations colocated in geographical space. This work implies that multilocal
organizations may be affected more by other multilocal organizations that occupy
similar positions in geographical space than by organizations located in proximity
to their components. Haveman & Nonnemaker (2000), in a study of California
savings and loan associations between 1977 and 1991, found that multimarket or-
ganizations (as opposed to single-market organizations) were more likely to enter
local markets where they experienced a moderate level of contact with other multi-
market organizations. They interpreted this finding as evidence that organizations
similarly positioned in geographical space tend to limit the negative consequences
of competition. Audia et al. (2001), in a follow-up study of the U.S. footwear indus-
try, found that the number of geographic markets in which multiunit organizations
met other multiunit organizations lowered the failure rate. They interpreted this
finding to be a consequence of cooperative behavior among organizations simi-
larly positioned in geographical space. The empirical evidence from these studies
of geographically dispersed organizations seems to echo Hawley’s argument that
actors tied by supplemental similarities, in this case similar locations in geograph-
ical space, instead of competing for the same resources often collude. However,
these studies of geographically dispersed organizations suggest that research on
the impact of local density may need to give greater consideration to variations in
organizational form within the same organizational population. It is possible, for
example, that some organizational forms are strongly affected by the local context,
whereas others are largely insulated from it.

Interdependence Across Geographical Boundaries

Whether revolving around localized information flows or consumption of locally
available resources, the processes that give rise to mutualism or competition among
organizations colocated in space are probably not neatly contained in geographi-
cally bounded areas. The intuition that these processes probably traverse ecological
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boundaries has led researchers to investigate how organizations occupying adja-
cent locations in geographical space affect each other. An influential study in this
line of work is Hedström’s (1994) analysis of the spatial diffusion of Swedish trade
unions in 371 districts during the period 1890 to 1940. He found that union activi-
ties in adjacent districts increased the probability of the first union being formed in
a district. Hedström argued that union foundings disperse in space through local-
ized social networks that span geographically adjacent communities, channeling
vital information to potential union founders.

Two studies of cross-border interactions among neighborhoods within large
cities provide evidence consistent with Hedström’s findings. Greve (2002), like
Hedström (1994), examined the spatial distribution of foundings in the early stage
of an organizational population. He examined foundings of Tokyo banks from
1894 and 1936. His observation period started 21 years after the establishment
of the first national bank. This study shows that foundings of banks at the level
of the ward were increased by the density of banks in adjacent wards. Baum &
Mezias (1992) studied the Manhattan hotel industry between 1898 and 1990. They
reported that “while being located closer to other hotels in Manhattan increased a
hotel’s survival chances, this benefit of proximity was traded off against localized
competition among neighboring hotels within more closely bounded geographic
locales” (Baum & Mezias 1992, p. 597). In other words, the equivalent of local
density at the neighborhood level had competitive effects, whereas the equivalent
of adjacent density at the neighborhood level had mutualistic effects.

Two additional studies examined cross-border interaction among organizations
located in adjacent areas, but they show competitive effects. Ingram & Inman
(1996) studied hotels on the New York and Ontario sides of Niagara Falls. On each
side, the density of hotels had effects that conformed to density dependence selec-
tion. That is, at low levels of density, density reduced the failure rate and increased
the founding rate, whereas at high levels of density these relationships reversed.
Cross-border analyses, however, evidenced only competitive effects. Density on
one side of the falls increased death rates and decreased founding rates on the other
side. Furthermore, against their prediction, they found that park development on
either side of the falls benefited hotels on both sides of the border. Consistent with
Ingram & Inman’s observation of cross-border competition, Sorenson & Audia
(2000) found that state density increased the founding rate of footwear producers,
whereas adjacent state density decreased it.

Thus, the evidence regarding cross-border interactions is mixed. Some studies
show mutualistic effects, and others show competitive effects. A possible expla-
nation of these divergent findings is that the age of the organizational population
under study affects the nature of these cross-border interactions. Hedström (1994)
and Greve (2002) may have found mutualistic effects because they studied or-
ganizational populations in their early stage. For residents of areas that do not
yet have members of the new population, existing organizations located in adja-
cent areas may be the only available source of first-hand information about the
legitimacy of the new organizational form. Access to such information through
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localized networks spanning geographical boundaries may indeed be a critical fa-
cilitating factor for the founding of new organizations. On the other hand, Ingram &
Inman (1996) and Sorenson & Audia (2000) may have found competitive effects
of cross-border interactions because they studied organizational populations that
were already well established. Information about organizational forms that define
membership in such populations tends to be more easily available for at least two
reasons. First, members of well-established populations are likely to be present in
a greater number of locations. Second, over time information about the viability
of organizational forms of well-established populations travels across geographic
boundaries through vehicles of cultural diffusion such as print media and exhi-
bitions (Hannan et al. 1995). Obviously, a task for future research is to develop
theory that predicts the conditions under which cross-border interactions among
subpopulations give rise to mutualistic or competitive effects.

A distinct approach to the study of spatial interdependence lies in giving explicit
consideration to the institutional context within which organizations operate. An
interesting example is Wade et al.’s (1998) study of the impact of state-level pro-
hibitions on the founding and failure rates of breweries in prohibition-free states.
They observed both mutualistic and competitive effects of nonlocal prohibitions.
In their study, low levels of nonlocal prohibitions, on the one hand, increased the
founding rate of breweries presumably because they encouraged entrepreneurs to
found breweries that satisfied the new demand. A high level of nonlocal prohibi-
tions, on the other hand, suppressed foundings and increased failures because they
probably signaled to owners and potential founders that their state might follow
the example of its neighbors.

The work reviewed in this section strongly suggests that geographical proximity
structures relations among organizations in important ways, giving rise to distinct
groups of organizations that may interact in both mutualistic and competitive
ways. Thus, research in which density and organizational outcomes are aggregated
without considering geographic space clearly runs the risk of masking important
organizational dynamics and, in the worst scenario, of generating spurious findings.

RESIDENTIAL COMMUNITIES: GEOGRAPHICALLY
BOUNDED SOCIAL SYSTEMS

Research in Group IV of Table 1 continues to emphasize the importance of colo-
cation in geographical space but also considers interactions among distinct organi-
zational populations and other social units colocated in geographical space. There
are three distinct lines of work in this area. The first examines patterns of interac-
tion among multiple organizational populations over sets of locales. These patterns
are usually detected by investigating variations in organizations’ vital rates. The
second studies how organizations influence and are influenced by the social or-
ganization of communities. Absentee ownership, for example, has strong effects
on how the organizations in a community operate. Similarly, relations between
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organizations (such as board interlocks) have effects on their human resource
practices and business strategies. The third investigates the impact of the com-
position of organizational populations present in different locales on community
outcomes. Together these literatures color the nature of social and economic life
in geographically bounded communities.

Interorganizational Relations Within Residential
Communities

Whether particular kinds of organizations are likely to emerge, flourish, or decline
in particular locales depends in part on the presence of other organizations to
which they are tied by relations of functional interdependence. Some studies infer
exchange relations from qualitative data and show that symbiotic relations of
mutual dependence benefit organizations. Palmer et al. (1990), in a study of U.S.
cities in which at least one of the largest 1000 U.S. corporations was headquartered,
found that the number of headquarters in a city had a positive effect on advanced
service activities such as management consulting. Headquarters’ characteristics
such as mode of control and age, however, moderated this relationship. Zucker
et al. (1998) examined foundings of biotechnology firms between 1976 and 1989
across 183 U.S. regions, each including one or more cities. Top quality universities
increased the founding rate of biotechnology firms, and the number of star scientists
in the region also had a positive effect. Stuart & Sorenson (2003b) in a study of U.S.
zip code areas between 1978 and 1996 also found that proximity to universities
with departments in biotechnology-relevant disciplines increased the founding rate
of biotechnology firms in zip code areas that already had at least one biotechnology
firm.

Other studies show that relations of interdependence stemming from whether
organizations performing the same function have similar or dissimilar identities
influence where new organizational forms are likely to emerge and where exist-
ing organizational forms are likely to become extinct. McKendrick et al. (2003)
studied disk array producers from their initial appearance in 1986 to 1998. They
found that the emergence of this organizational form was accelerated by the extent
to which disk array producers agglomerated in places with related social identities
(i.e., Boston, Silicon Valley). In their analysis, these identities represent a set of
social relationships among organizations and individuals that generate and share
information on the organizational form in question. McKendrick et al. also found
that the prevalence of de novo firms as opposed to de alio firms in these agglom-
erations further accelerated form emergence. The reason, they argued, is that de
novo firms possess identities that are more easily recognized than de alio firms.

Ruef (2004) studied the demise of the plantation organizational form after the
American Civil War and found that the presence of organizational forms with dis-
similar identities such as small family-owned or sharecropped farms accelerated
the decline of plantations. This occurred presumably because this alternative or-
ganizational form increased the pressure for the reorganization of the plantation
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in smaller tenant plots. However, the presence of mid-sized farms that had an orga-
nization of labor similar to the plantation form slowed the extinction of plantations.

The studies by Ruef and McKendrick et al. have at least two implications
that go beyond a mere understanding of spatial heterogeneity issues. First, these
studies substantiate the idea that processes of legitimation and delegitimation
of organizational forms have a local character. Perceptions of whether an or-
ganizational form is a socially accepted form of collective action accumulate
in part through everyday interactions. These studies suggest that the kinds of
organizations with which people come into contact in their daily lives influ-
ence these perceptions in important ways. Second, these studies suggest that
the spatial distributions of organizations tied by relations of interdependence to
the organizational form under study are likely to influence the speed of form
emergence and form decline. This observation is explicit in McKendrick et al.’s
study of disk array producers, but it also applies to the demise of the planta-
tion form studied by Ruef. If the local presence of organizations with dissim-
ilar identities accelerates the decline of the plantation form, then the extent to
which such organizations concentrate in geographical space would decelerate the
demise of this form. Plantations would go extinct in the areas where organizations
with dissimilar identities concentrate but would find a hospitable environment
in other locales. Thus, research on the emergence and demise of organizations
should incorporate considerations of the spatial distribution of organizational forms
tied by relations of functional interdependence to the organizational form under
study.

Organizations and the Social Organization of Residential
Communities

An early study in this tradition by Aldrich & Reiss (1976) analyzed the in-
migrations of African Americans and Puerto Ricans, and the rise of small busi-
nesses with ownership drawn from these communities. In a subsequent paper,
Aldrich et al. (1983) showed that ethnic markets define a limited carrying capacity
for ethnic enterprises and high rates of founding, as circumscribed opportunity
pushes minorities toward small-scale entrepreneurship. Scale issues restrict the
range of organizational forms in such surroundings. In turn, such constraints lead
to network isolation. The locational clustering of ethnic enterprises is also increased
by access to low-cost labor (Bates 1994, Nee & Sanders 1996).

Olzak & West (1991) addressed the question of whether ethnic conflict affects
the life chances of social movement organizations over a set of U.S. cities. They
showed powerful effects of ethnic conflict, performance of the local economy, and
organizational density on the rates of founding and failure of white immigrant
and African American newspaper organizations. They also showed that violence
encouraged white immigrants to found ethnic newspapers, whereas racial attacks
significantly deterred the founding of African American newspapers. Mortality
of immigrant newspapers did not increase when such ethnic groups were under
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attack, but African American newspapers fared less well. So political environments
interacted with economic environments in the context of local communities.

Simons & Ingram (2003) called attention to the consequences of political con-
flict on order-providing organizations. They studied founding rates of kibbutz
organizations, an organizational form that, among other functions, performs an
order-provision role in Israel’s society. They found that these organizations were
more likely to be founded in regions close to a border contested by an Arab pop-
ulation. However, as the state institutional capacity increased, this effect became
weaker, presumably because a stronger state replaced the kibbutz organization as
a supplier of social order.

Researchers have also studied how the geographical structure of social rela-
tionships among corporate elites influences organizational activities such as board
interlocks. Davis & Greve (1997) showed that corporate social actors turn to local
peer organizations to legitimate their actions. Kono et al. (1998), in a study of the
largest U.S. industrial corporations in 1964, found that organizations were more
likely to share board members with organizations located in the same areas if they
are located in cities that have a greater number of upper-class clubs. They explained
this finding by suggesting that upper-class clubs are vehicles for the development
of trusting relationships that lead to board nominations. Marquis (2003) replicated
Kono et al.’s finding and also produced evidence of imprinting in board ties, as
organizations situated in cities established early continued to exhibit a greater pro-
portion of board ties to local companies. Marquis attributed this imprinting effect
to emulation of locally legitimate templates of action.

Organizational processes feedback on community social organization (Aldrich
& Waldinger 1990). Molotch et al. (2000) chronicled how Santa Barbara and
Ventura, California, two adjacent cities that were similar 100 years ago, developed
different identities. Their descriptive analysis illustrated how organizations and
other social units shape the identity of places. Both cities had oil and beaches, but
they used these resources differently. Amenities and the beachfront were stressed in
Santa Barbara, in part because of recreational and tourist organizations established
in Santa Barbara prior to the arrival of oil. Oil pumping dominated in Ventura, and
oil’s influence in local affairs led to the devaluation of the ocean front. Molotch
et al. argued that these diverging city identities persist because they shape decisions
that influence city development.

Research on absentee-owned and locally owned organizations also sheds light
on the impact of organizations on community life. This work dates back to
Goldsmith’s (1946) study of agricultural communities in California and Mills &
Ulmer’s (1946) study of industrial cities in the midwest, which showed that com-
munities dominated by large absentee-owned organizations tended to have anemic
institutions and impoverished residents. Subsequently, sociologists turned atten-
tion to how absentee ownership affected the social and economic organization of
the black ghetto. For example, Reiss & Aldrich’s (1971) research on black ghettos
in Chicago, Boston, and Washington, DC, found that absentee-owned businesses
were less customer oriented, less likely to belong to a merchant’s association, and
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less optimistic about preventing crime than locally owned businesses. More recent
work continues to emphasize the antagonistic relation between absentee-owned
organizations and the community. In a sample of 1859 U.S. chemical plants in
2000, Grant & Jones (2004) found that absentee-owned plants (plants with head-
quarters out-of-state) emit more toxins (chemicals released on-site, weighted by
their toxicity), on average, than do other plants. Similarly, a cross-sectional and
lagged panel analysis of U.S. agriculture found that communities in agricultur-
ally dependent counties exhibit lower levels of community welfare (i.e., higher
unemployment levels, higher rates of violent crime) than communities in which a
higher percentage of individuals are self-employed and operate small, independent
businesses (Lyson et al. 2001). Galaskiewicz (1979a,b) reported research on in-
terorganizational networks in a midwestern U.S. community of 32,000 residents.
Large organizations with local headquarters and greater dependencies on the local
economy tend to be more central in local exchange networks and, in turn, are also
viewed by residents as being more influential in community affairs. Bluestone &
Harrison’s (1988) study of plant closing across the United States documented how
managers of multilocal organizations milk profitable plants by taking their profits
outside the area.

Friedland & Palmer (1984) argued that absentee-owned organizations hold
power independently of political participation because they possess the capability
to affect local economic growth positively by transforming capital into local prof-
its and tax revenues or negatively by moving production elsewhere. Community
leaders, by this logic, are forced to consider the interests of branches, lest the de-
cision makers at corporate headquarters decide to shut down or relocate the plant.
Managers of locally owned plants, though, are more likely than absentee-owned
plant managers also to be owners and to be embedded in local social networks. In
such a position, these managers are more likely to participate in community affairs
to influence policymaking. The option to relocate is, consequently, less attractive
to these organizations. This argument is supported by the findings of Romo &
Schwarz (1995) in a study of New York manufacturing plants from 1960 to 1985.
Subsidiary plants (branches) were more likely to migrate long distances than were
autonomous plants.

Residential Community Structure

The manner in which organizations and other local institutions are connected to
each other is an important defining feature of a community’s structure. Saxenian
(1994) argued that regional networks help explain why two otherwise similar re-
gions (Route 128 in Massachusetts and Silicon Valley in California) moved along
divergent paths after World War II. In the Route 128 area, companies were vertically
integrated. This made adaptive change more difficult and encouraged secrecy and
jealousy. Silicon Valley, in contrast, was characterized by networks joining spe-
cialized producers of various sizes. This encouraged entrepreneurial activity and
openness to communications with those located outside the boundaries of a focal
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organization. Consequently, Silicon Valley proved more flexible and sustained in-
novation over a longer period and across various technology areas (as innovation
in one technology cooled down, it flared up in another). Silicon Valley adjusted to
abrupt changes more quickly. Part of the Silicon Valley story is also the develop-
ment of institutional mechanisms for regulating high rates of entrepreneurship and
very rapid organizational growth. Suchman (1995) showed how law firms created
standard means for organizing private equity investing companies, such as venture
capital firms, startups, and the contractual relationships between those startups and
existing, large, multinational corporations. Such arrangements diffused outward
from the Silicon Valley law firms to corporate law firms in other areas.

Owen-Smith & Powell (2004) studied the biotechnology community in the
Boston metropolitan area and found that changes in the pattern of relations under-
lying the local network influenced the benefits derived from network membership.
When the local network was dominated by public research organizations commit-
ted to norms that made it easier for information to flow, organizations benefited
from network membership in the form of higher patenting rates, and this effect did
not vary depending on whether they occupied a central position in the network. In
contrast, when the local network was dominated by for-profit organizations com-
mitted to norms that restricted the flow of information, firms that occupied central
positions in the local network benefited more.

Ingram & Liffschitz (2005) showed how kinship relationships between own-
ers of shipbuilding companies in the Clyde River region between 1711 and 1990
created a social cohesion to the local industry that both reinforced its geographic
identity and provided survival advantages for the connected member of this orga-
nizational population. They compared the effects of such relations across subforms
and argued that the corporate form impeded the formation of these personal con-
nections and ultimately contributed to the decline of shipbuilding in this locale.

Surprisingly, sociological studies of community structure have given less at-
tention to the composition of organizations present in a particular locale. This gap
is accentuated by the fact that in the 1990s economists interested in the study of
cities gave considerable attention to this dimension of community structure. In that
literature the debate has revolved around the contrast between specialization and
diversity (Glaeser et al. 1992). Some have argued that industries that are region-
ally specialized grow faster because they benefit most from the within-industry
transmission of knowledge. Others have argued that cities that have a diversity
of industries grow faster. The reason is that knowledge that comes from other
industries is more valuable presumably because it is less redundant. Thus far the
evidence is mixed. For example, Glaeser et al. (1992) found that specialization
hurts employment growth, whereas city diversity helps it. Henderson et al. (1995)
found that specialization accelerates the growth of mature industries but that diver-
sity encouraged growth of new high-tech industries. A problem with this literature
is that it suffers from data limitations and sample selectivity primarily because
longitudinal data about multiple industries are notoriously difficult to assemble.
For example, Glaeser et al. (1992) included an industry only if it was one of the six
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largest industries in a city. So their sample overrepresents industries with a high
degree of concentration. In contrast, Henderson et al. (1995) excluded 81 new
cities from their analysis because they could not be matched in the comparison
between 1970 and 1987. This reduced their sample to 224 SMSAs. Furthermore,
Henderson et al.’s plant productivity data did not include plants that were short-
lived because observations occurred only every five years. Although the evidence
remains inconclusive as to whether specialization or diversity encourages local
growth, the composition of economic activities is clearly an important feature of
community structure that deserves more attention.

CONCLUSIONS

The purpose of this review has been to pull together and organize the burgeoning lit-
erature on organizations, location, space, and social context. Spatial considerations
span both the organization of markets and other multidimensional social spaces,
and also the various factors that are unevenly distributed over geographic space.
We organized our discussion of these issues by juxtaposing two dimensions that
we call functional complementarity and spatial differentiation. Organizations build
relationships on the basis of what they do to or for each other. Some researchers
study a single type of organization and are primarily interested in how that kind of
organization fits in the broader society and how individual organizations compete
for resource (or avoid competing). In a growing trend, researchers are concerned
with relations between kinds of organizations as in market exchanges, relations in
geographical space, or relations between organizations and agencies of the state
that develop and enforce institutional arrangements by which organizations gain
and defend legitimacy.

Organizations can be near to or far from each other along resource dimensions,
occupying different portions of the overall volume of resources that are variably
available over time. Sometimes, such resources are unevenly distributed in ge-
ographical space, so resources, including access to information emanating from
other organizations and individuals, are more readily available in some locales than
in others. In both cases, spatial differentiation assumes greater significance when
the social organization of those resources is studied so that risk and opportunity
are channeled through structural mechanisms.

We think these considerations are important in themselves, as the problems
organizations face become more or less salient as these channels of risk and op-
portunity open and close. In addition, these issues offer the promise of linking
organizational research with other areas of scholarly inquiry. Such fields as po-
litical sociology, stratification research, ethnic studies, and economics involve the
study of phenomena that have reciprocal relationships with organizations, their
structures, operating processes, human participation, and strategic orientation. So,
for example, entrepreneurs can be defined as people who start new business organi-
zations. Where and how they secure funding, equipment, employees, and real estate
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are all driven by the community context in which the initial organization-building
occurs. Sometimes, capital comes from professional private equity investors such
as venture capitalists. In other circumstances, it comes from wealthy families for
whom kin and ethnic identity are paramount. It is also true that in many societies
immigrants secure their early participation in the economy through entrepreneurial
activity. The constraints on the organizations they set up, and the hazards of or-
ganizational mortality, have much to do with the well-being of such ethnic group
members. These factors, in turn, have impacts on crime and delinquency, political
processes, and demographic mobility.

Community analyses offer relatively convenient sites for broader research pro-
grams partly because two of the most promising areas of inquiry—neo-institutional
research and social network analysis—are typically studied in localized context.
Network analysis becomes intractable if network boundaries are extended greatly.
In addition, one of the most reliable of observations of networks is that propinquity
matters. We are not saying that network analysis cannot be performed successfully
at the national or world level (see, for example, Powell et al. 2005), but that it is
more difficult and less common to do it this way. Similarly, neo-institutional anal-
yses are often conducted over sets of political units. Partly this is because political
processes often drive the development of institutional standards for behavior. More
importantly, enforcement of such standards is partly local.

In addition, data are available for the analysis of communities and organizations
that permits comparisons of organizational dynamics across interesting and impor-
tant sets of circumstances. Such data allow researchers to use pooled cross-section
and times series designs in which they can examine organizations distributed over
many locales, sacrificing the length of the time period under study for greater spa-
tial variability. By focusing on young organizational populations, as McKendrick
et al. (2003) did so effectively, these research designs could also cover entire
population histories, a necessary requirement for research on form emergence.

Besides helping us map the literature on organizational communities, Table 1
also helps identify where in this conceptual space intriguing research opportunities
remain unexploited. We highlight one in particular. We think that simultaneous con-
sideration of spatial and functional differentiation and complementarity can pro-
vide more nuanced views of the mechanisms underlying density effects, as the work
of Ruef (2004) on form demise and McKendrick et al. (2003) on form emergence il-
lustrates. Studies that omit spatial considerations would likely have attributed form
decline and form emergence to the mere count of organizational populations tied by
relations of interdependence. The consideration of geographic space, however, led
to a deeper understanding of the social mechanisms underlying form decline and
form emergence. Considering both spatial and functional dimensions raises inter-
esting questions that can encourage new theoretical insights. For example, Podolny
et al. (1996) found that being in a crowded area of technological space raises the
hazard of semiconductor firm mortality. However, studies of geographical location
suggest that organizations tend to benefit from being located close to organizations
that occupy the same technological space (Owen-Smith & Powell 2004). Are the
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findings of Podolny et al. driven by organizations that suffer the consequences of
occupying a crowded niche but do not benefit from physical colocation? Does this
mean that their findings are conditional on the degree of geographic dispersion
of an industry? We think such questions offer interesting and exciting venues for
expanding the study of organizational communities in new directions.

ACKNOWLEDGMENTS

We offer our thanks to Paul Ingram, Alessandro Lomi, Christopher Marquis, and
an anonymous reviewer for their useful comments on earlier drafts of this paper.

The Annual Review of Sociology is online at http://soc.annualreviews.org

LITERATURE CITED

Abbott A. 1997. Of time and space: the con-

temporary relevance of the Chicago School.

Soc. Forces 75:1149–82

Aldrich H, Cater J, Jones T, McEvoy D. 1983.

From periphery to peripheral: the South

Asian petite bourgeoisie in England. Res.
Soc. Work 2:1–32

Aldrich H, Reiss AJ. 1976. Continuities in the

study of ecological succession: changes in

the race composition of neighborhoods and

their businesses. Am. J. Sociol. 81:846–66

Aldrich H, Ruef M. 2005. Organizations Evolv-
ing. Thousand Oaks, CA: Sage. 2nd ed.

Aldrich H, Waldinger R. 1990. Ethnicity and

entrepreneurship. Annu. Rev. Sociol. 16:111–

35

Astley WG. 1985. The 2 ecologies—population

and community perspectives on organiza-

tional evolution. Adm. Sci. Q. 30:224–41

Audia PG, Sorenson O, Hage J. 2001. Tradeoffs

in the organization of production: multiunit

firms, geographic dispersion, and organiza-

tional learning. Adv. Strateg. Manag. 18:75–

105

Barnett WP 1995. Telephone industries. In Or-
ganizations in Industry, ed. GR Carroll, M

Hannan, pp. 277–89. New York: Oxford

Univ. Press

Barnett WP, Carroll GR. 1987. Competition

and mutualism among early telephone com-

panies. Adm. Sci. Q. 32:400–21

Barnett WP, Woywode M. 2004. From red Vi-

enna to the Anschluss: ideological compe-

tition among Viennese newspapers during

the rise of national socialism. Am. J. Sociol.
109:1452–500

Bates T. 1994. Social resources generated by

group support networks may not be benefi-

cial to Asian immigrant-owned small busi-

ness. Soc. Forces 72:671–89

Baum JAC, Mezias SJ. 1992. Localized compe-

tition and organizational failure in the Man-

hattan hotel industry, 1898–1990. Adm. Sci.
Q. 37:580–604

Baum JAC, Singh JV. 1994. Organizational

niches and the dynamics of organizational

mortality. Am. J. Sociol. 100:346–80

Bigelow LS, Carroll GR, Seidel M-DL, Tsai L.

1997. Legitimation, geographical scale, and

organizational density: regional patterns of

foundings of American automobile produc-

ers, 1885–1981. Soc. Sci. Res. 26:377–98

Bluestone B, Harrison B. 1988. The Deindustri-
alization of America: Plant Closings, Com-
munity Abandonment, and the Dismantling
of Basic Industry. New York: Basic Books

Carroll GR, Dobrev SD, Swaminathan A. 2002.

Organizational processes of resource parti-

tioning. In Research in Organizational Be-
havior, ed. BM Staw, RM Kramer, 24:1–40.

Greenwich, CT: JAI

Carroll G, Hannan MT. 2000. The Demography
of Corporations and Industries. Princeton,

NJ: Princeton Univ. Press

A
nn

u.
 R

ev
. S

oc
io

l. 
20

06
.3

2:
14

5-
16

9.
 D

ow
nl

oa
de

d 
fr

om
 a

rj
ou

rn
al

s.
an

nu
al

re
vi

ew
s.

or
g

by
 U

ni
ve

rs
ity

 o
f 

C
al

if
or

ni
a 

- 
B

er
ke

le
y 

on
 0

7/
21

/0
6.

 F
or

 p
er

so
na

l u
se

 o
nl

y.



31 May 2006 17:50 AR ANRV280-SO32-07.tex XMLPublishSM(2004/02/24) P1: OKZ

COMMUNITY ECOLOGY 167

Carroll GR, Swaminathan A. 1992. The orga-

nizational ecology of strategic groups in the

American beer brewing industry from 1975

to 1990. Ind. Corp. Change 1:65–97

Carroll GR, Swaminathan A. 2000. Why the mi-

crobrewery movement? Organizational dy-

namics of resource partitioning in the U.S.

brewing industry. Am. J. Sociol. 106:715–

62

Carroll GR, Wade J. 1991. Density dependence

in the organizational evolution of the Amer-

ican brewing industry across different levels

of analysis. Soc. Sci. Res. 20:271–302

Cattani G, Pennings JM, Wezel FC. 2003. Spa-

tial and temporal heterogeneity in founding

patterns. Organ. Sci. 14:670–85

Davis GE, Greve HR. 1997. Corporate elite net-

works and governance changes in the 1980s.

Am. J. Sociol. 103:1–37

DiMaggio PJ, Powell WW. 1983. The iron

cage revisited—institutional isomorphism

and collective rationality in organizational

fields. Am. Sociol. Rev. 48:147–60

Dobbin F. 1994. Forging Industrial Policy: The
Untied States, Britain, and France in the
Railway Age. New York: Cambridge Univ.

Press

Freeman JH, Lomi A. 1994. Resource parti-

tioning among banking cooperatives in Italy.

In Evolutionary Dynamics of Organizations,

ed. J Baum, J Singh, pp. 269–93. New York:

Oxford Univ. Press

Friedland R, Palmer D. 1984. Park Place

and Main Street: business and the urban

power structure. Annu. Rev. Sociol. 10:393–

416

Galaskiewicz J. 1979a. Exchange Networks and
Community Politics. Beverly Hills, CA: Sage

Galaskiewicz J. 1979b. The structure of com-

munity organizational networks. Soc. Forces
57:1346–64

Glaeser EL, Kallal HD, Scheinkman JA,

Shleifer A. 1992. Growth in cities. J. Polit.
Econ. 100:1126–52

Goldsmith W. 1946. Small Business and Civic
Welfare. Report of the Smaller War Plants

Corporation to the Special Committee to

Study Problems of American Small Busi-

ness. 79th Cong., 2nd sess., Feb. 13, S. Doc.

135. Washington, DC: GPO

Gouldner AW. 1954. Patterns of Industrial Bu-
reaucracy. Glencoe, IL: Free Press

Grant D, Jones AW. 2004. Do manufacturers

pollute less under the regulation-through-

information regime? What plant-level data

tell us. Sociol. Q. 45:471–86

Greve HR. 2002. An ecological theory of spatial

evolution: local density dependence in Tokyo

banking, 1894–1936. Soc. Forces 80:847–

80

Hannan MT. 1986. Competitive and institu-

tional processes in organizational ecology.

Tech. Rep. 86–13, Dep. Sociol., Cornell Univ.

Hannan MT, Carroll GR, Dundon EA,

Torres JC. 1995. Organizational evolution in

multinational context: entries of automobile

manufacturers in Belgium, Britain, France,

Germany, and Italy. Am. Sociol. Rev. 60:509–

28

Hannan MT, Freeman J. 1987. The ecology of

organizational founding: American labor

unions, 1836–1985. Am. J. Sociol. 92:910–

43

Hannan MT, Freeman J. 1988. The ecology

of organizational mortality: American labor

unions, 1836–1985. Am. J. Sociol. 94:25–52

Hannan MT, Freeman J. 1989. Organizational
Ecology. Cambridge, MA: Harvard Univ.

Press

Hannan MT, Polos L, Carroll GR. 2003a. Cas-

cading organizational change. Organ. Sci.
14:463–82

Hannan MT, Polos L, Carroll GR. 2003b. The

fog of change: opacity and asperity in orga-

nizations. Adm. Sci. Q. 48:339–432

Hannan MT, Polos L, Carroll GR. 2004. The

evolution of inertia. Ind. Corp. Change
13:213–42

Haveman HA, Nonnemaker L. 2000. Competi-

tion in multiple geographic markets: the im-

pact on growth and market entry. Adm. Sci.
Q. 45:232–67

Hawley AH. 1950. Human Ecology. New York:

Ronald Press

Hawley AH. 1986. Human Ecology: A Theo-
retical Essay. Chicago: Univ. Chicago Press

A
nn

u.
 R

ev
. S

oc
io

l. 
20

06
.3

2:
14

5-
16

9.
 D

ow
nl

oa
de

d 
fr

om
 a

rj
ou

rn
al

s.
an

nu
al

re
vi

ew
s.

or
g

by
 U

ni
ve

rs
ity

 o
f 

C
al

if
or

ni
a 

- 
B

er
ke

le
y 

on
 0

7/
21

/0
6.

 F
or

 p
er

so
na

l u
se

 o
nl

y.



31 May 2006 17:50 AR ANRV280-SO32-07.tex XMLPublishSM(2004/02/24) P1: OKZ

168 FREEMAN � AUDIA

Hedström P. 1994. Contagious collectivities—

on the spatial diffusion of Swedish trade-

unions, 1890–1940. Am. J. Sociol. 99:1157–

79

Henderson JV, Kuncoro A, Turner M. 1995. In-

dustrial development in cities. J. Polit. Econ.
103:1067–90

Ingram P, Inman C. 1996. Institutions, inter-

group competition, and the evolution of hotel

populations around Niagara Falls. Adm. Sci.
Q. 41:629–58

Ingram P, Lifschitz A. 2006. Kinship in the

shadow of the corporation: the inter-builder

network in Clyde River shipbuilding, 1711–

1990. Am. Sociol. Rev. 71:334–52

Ingram P, Simons T. 2000. State formation,

ideological competition, and the ecology of

Israeli workers’ cooperatives, 1920–1992.

Adm. Sci. Q. 45:25–53

Kono C, Palmer D, Friedland R, Zafonte M.

1998. Lost in space: the geography of corpo-

rate interlocking directorates. Am. J. Sociol.
103:863–911

Lomi A. 1995. The population ecology of or-

ganizational founding: location dependence

and unobserved heterogeneity. Adm. Sci. Q.
40:111–44

Lomi A, Larsen ER, Freeman JH. 2005. Things

change: dynamic resource constraints and

system-dependent selection in the evolution

of organizational populations. Manag. Sci.
51:882–903

Lyson T, Torres R, Welsh R. 2001. Scale of agri-

cultural production, civic engagement, and

community welfare. Soc. Forces 80:311–27

Marquis C. 2003. The pressure of the past: net-

work imprinting in intercorporate communi-

ties. Adm. Sci. Q. 48:655–89

Marshall A. 1920. Principles of Economics: An
Introductory Volume. London: Macmillan

McKendrick DG, Jaffee J, Carroll GR,

Khessina OM. 2003. In the bud? Analysis of

disk array producers as a (possibly) emergent

organizational form. Adm. Sci. Q. 48:60–

93

McPherson M. 1983. An ecology of affiliation.

Am. Sociol. Rev. 48:519–32

McPherson M, Popielarz P, Drobnic S. 1992.

Social networks and organizational dynam-

ics. Am. Sociol. Rev. 57:153–70

McPherson M, Ranger-Moore J. 1991. Evolu-

tion on a dancing landscape: organizations

and networks in dynamic Blau space. Soc.
Forces 70:19–42

McPherson M, Rotolo T. 1996. Testing a dy-

namic model of social composition: diversity

and change in voluntary groups. Am. Sociol.
Rev. 61:179–202

Mills CW, Ulmer M. 1946. Small Business and
Civic Welfare. Report of the Smaller War

Plants Corporation to the Special Committee

to Study Problems of American Small Busi-

ness. 79th Cong., 2nd sess., Feb. 13, S. Doc.

135. Washington, DC: GPO

Molotch H, Freudenburg W, Paulsen KE. 2000.

History repeats itself, but how? City charac-

ter, urban tradition, and the accomplishment

of place. Am. Sociol. Rev. 65:791–823

Nee V, Sanders JL. 1996. Immigrant self-

employment: the family as social capital and

the value of human capital. Am. Sociol. Rev.
61:231–49

Olzak S, West E. 1991. Ethnic conflict and the

rise and fall of ethnic newspapers. Am. So-
ciol. Rev. 56:458–74

Owen-Smith J, Powell WW. 2004. Knowledge

networks as channels and conduits: the ef-

fects of spillovers in the Boston biotech com-

munity. Organ. Sci. 15:5–21

Palmer DA, Friedland R, Roussel AE, Jennings

PD. 1990. Corporations and the urban ad-

vanced business service sector. Soc. Forces
69:115–37

Podolny JM, Stuart TE. 1995. A role-based

ecology of technological change. Am. J. So-
ciol. 100:1224–60

Podolny JM, Stuart TE, Hannan MT. 1996.

Networks, knowledge, and niches: competi-

tion in the worldwide semiconductor indus-

try, 1984–1991. Am. J. Sociol. 102:659–89

Polos L, Hannan MT, Carroll GR. 2002. Foun-

dations of a theory of social forms. Ind. Corp.
Change 11:85–115

Powell WW, White DR, Koput KW, Owen-

Smith J. 2005. Network dynamics and field

evolution: the growth of interorganizational

A
nn

u.
 R

ev
. S

oc
io

l. 
20

06
.3

2:
14

5-
16

9.
 D

ow
nl

oa
de

d 
fr

om
 a

rj
ou

rn
al

s.
an

nu
al

re
vi

ew
s.

or
g

by
 U

ni
ve

rs
ity

 o
f 

C
al

if
or

ni
a 

- 
B

er
ke

le
y 

on
 0

7/
21

/0
6.

 F
or

 p
er

so
na

l u
se

 o
nl

y.



31 May 2006 17:50 AR ANRV280-SO32-07.tex XMLPublishSM(2004/02/24) P1: OKZ

COMMUNITY ECOLOGY 169

collaboration in the life-sciences. Am. J. So-
ciol. 110:1132–205

Pred A. 1977. City Systems in Advanced
Economies. New York: John Wiley & Sons

Reiss AJ, Aldrich H. 1971. Absentee owner-

ship and management in the black ghetto: so-

cial and economic consequences. Soc. Probl.
18:319–39

Romo FP, Schwartz M. 1995. The structural

embeddedness of business decisions: the mi-

gration of manufacturing plants in New York

State, 1969 to 1985. Am. Sociol. Rev. 60:874–

907

Ruef M. 2000. The emergence of organizational

forms: a community ecology approach. Am.
J. Sociol. 106:658–714

Ruef M. 2004. The demise of an organizational

form: emancipation and plantation agricul-

ture in the American South, 1860–1880. Am.
J. Sociol. 109:1365–410

Saxenian A. 1994. Regional Advantage: Cul-
ture and Competition in Silicon Valley and
Route 128. Cambridge, MA: Harvard Univ.

Press

Scott WR. 1992. Organizations: Rational, Nat-
ural and Open Systems. Englewood Cliffs,

NJ: Prentice Hall

Selznick P. 1949. TVA and the Grass Roots.

Berkeley: Univ. Calif. Press

Simons T, Ingram P. 2003. Enemies of the state:

the interdependence of institutional forms

and the ecology of the kibbutz, 1910–1997.

Adm. Sci. Q. 48:592–621

Sorensen J. 2004. Recruitment-based competi-

tion between industries: a community ecol-

ogy. Ind. Corp. Change 13:149–70

Sorenson O, Audia PG. 2000. The social struc-

ture of entrepreneurial activity: geographic

concentration of footwear production in the

United States, 1940–1989. Am. J. Sociol.
106:424–61

Stuart TE, Sorenson O. 2003a. Liquidity

events and the geographic distribution of en-

trepreneurial activity. Adm. Sci. Q. 48:175–

201

Stuart T, Sorenson O. 2003b. The geography of

opportunity: spatial heterogeneity in found-

ing rates and the performance of biotechnol-

ogy firms. Res. Policy 32:229–53

Suchman MC. 1995. Localism and global-

ism in institutional analysis. In The Insti-
tutional Construction of Organizations, ed.

WR Scott, S Christensen, pp. 39–63. Thou-

sand Oaks, CA: Sage

Swaminathan A. 1995. The proliferation of spe-

cialist organizations in the American wine in-

dustry: 1941–1990. Adm. Sci. Q. 40:653–80

Swaminathan A, Wiedenmayer G. 1991. Does

the pattern of density dependence in organi-

zational mortality rates vary across levels of

analysis? Evidence from the German brew-

ing industry. Soc. Sci. Res. 20:45–47

Uzzi B. 1999. Embeddedness in the making

of financial capital: how social relations and

networks benefit firms seeking financing.

Am. Sociol. Rev. 64:481–505

Uzzi B, Lancaster R. 2004. Embeddedness and

price formation in the corporate law market.

Am. Sociol. Rev. 69:319–44

Wade JB, Swaminathan A, Saxon MS. 1998.

Normative and resource flow consequences

of local regulations in the American brewing

industry, 1845–1918. Admin. Sci. Q. 43:905–

35

Zucker LG, Darby MR, Brewer MB. 1998. In-

tellectual human capital and the birth of U.S.

biotechnology enterprises. Am. Econ. Rev.
88:290–306

A
nn

u.
 R

ev
. S

oc
io

l. 
20

06
.3

2:
14

5-
16

9.
 D

ow
nl

oa
de

d 
fr

om
 a

rj
ou

rn
al

s.
an

nu
al

re
vi

ew
s.

or
g

by
 U

ni
ve

rs
ity

 o
f 

C
al

if
or

ni
a 

- 
B

er
ke

le
y 

on
 0

7/
21

/0
6.

 F
or

 p
er

so
na

l u
se

 o
nl

y.



P1: JRX

June 7, 2006 16:49 Annual Reviews AR280-FM

Annual Review of Sociology
Volume 32, 2006

CONTENTS

Frontispiece—Robin M. Williams, Jr. xii

PREFATORY CHAPTER

The Long Twentieth Century in American Sociology: A
Semiautobiographical Survey, Robin M. Williams, Jr. 1

SOCIAL PROCESSES

Sociological Theories of Human Emotions, Jonathan H. Turner
and Jan E. Stets 25

Legitimacy as a Social Process, Cathryn Johnson, Timothy J. Dowd,
and Cecilia L. Ridgeway 53

Estimating the Causal Effect of Social Capital: A Review of Recent
Research, Ted Mouw 79

INSTITUTIONS AND CULTURE

Video Cultures: Television Sociology in the “New TV” Age,
Laura Grindstaff and Joseph Turow 103

The Rise of Religious Fundamentalism, Michael O. Emerson
and David Hartman 127

FORMAL ORGANIZATIONS

Community Ecology and the Sociology of Organizations, John H. Freeman
and Pino G. Audia 145

Organizational Restructuring and its Consequences: Rhetorical and
Structural, Paul M. Hirsch and Michaela De Soucey 171

POLITICAL AND ECONOMIC SOCIOLOGY

Voters, Satisficing, and Policymaking: Recent Directions in the Study of
Electoral Politics, Clem Brooks 191

Law and the American State, John D. Skrentny 213

The Social Bases of Political Divisions in Post-Communist Eastern
Europe, Geoffrey Evans 245

v

A
nn

u.
 R

ev
. S

oc
io

l. 
20

06
.3

2:
14

5-
16

9.
 D

ow
nl

oa
de

d 
fr

om
 a

rj
ou

rn
al

s.
an

nu
al

re
vi

ew
s.

or
g

by
 U

ni
ve

rs
ity

 o
f 

C
al

if
or

ni
a 

- 
B

er
ke

le
y 

on
 0

7/
21

/0
6.

 F
or

 p
er

so
na

l u
se

 o
nl

y.



P1: JRX

June 7, 2006 16:49 Annual Reviews AR280-FM

vi CONTENTS

DIFFERENTIATION AND STRATIFICATION

Cumulative Advantage as a Mechanism for Inequality: A Review of
Theoretical and Empirical Developments, Thomas A. DiPrete and
Gregory M. Eirich 271

New Approaches to Understanding Racial Prejudice and Discrimination,
Lincoln Quillian 299

INDIVIDUAL AND SOCIETY

The Science of Human Rights, War Crimes, and Humanitarian
Emergencies, John Hagan, Heather Schoenfeld, and Alberto Palloni 329

Problems and Prospects in the Study of Physician-Patient Interaction:
30 Years of Research, John Heritage and Douglas W. Maynard 351

DEMOGRAPHY

Low Fertility at the Turn of the Twenty-First Century, S. Philip Morgan
and Miles G. Taylor 375

Sons, Daughters, and Family Processes: Does Gender of Children Matter?
Sara Raley and Suzanne Bianchi 401

URBAN AND RURAL COMMUNITY SOCIOLOGY

The Texture of Hardship: Qualitative Sociology of Poverty, 1995–2005,
Katherine S. Newman and Rebekah Peeples Massengill 423

SOCIOLOGY AND WORLD REGIONS

Globalization of Law, Terence C. Halliday and Pavel Osinsky 447

INDEXES

Subject Index 471
Cumulative Index of Contributing Authors, Volumes 23–32 485
Cumulative Index of Chapter Titles, Volumes 23–32 489

ERRATA

An online log of corrections to Annual Review of Sociology
chapters (if any, 1997 to the present) may be found
at http://soc.annualreviews.org/errata.shtml

A
nn

u.
 R

ev
. S

oc
io

l. 
20

06
.3

2:
14

5-
16

9.
 D

ow
nl

oa
de

d 
fr

om
 a

rj
ou

rn
al

s.
an

nu
al

re
vi

ew
s.

or
g

by
 U

ni
ve

rs
ity

 o
f 

C
al

if
or

ni
a 

- 
B

er
ke

le
y 

on
 0

7/
21

/0
6.

 F
or

 p
er

so
na

l u
se

 o
nl

y.




