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We extend institutional theory’s account of diffusion by examining the interplay
between economic and social considerations in adoption decisions. Drawing on organ-
izational decision-making research, we argue that both early and late adopters re-
spond to framing and interpreting adoption decision situations as opportunities versus
threats. Using data on the diffusion of total quality management (TQM) among U.S.
hospitals, we found that motivations to appear legitimate coexist with motivations to
realize economic performance improvement, and that issue perception is related to the
extent of practice implementation. These findings prompt rethinking of the classic

institutional diffusion model.

The questions of why and how firms adopt new
practices has remained a central topic in the man-
agement and organization theory literatures (e.g.,
Abrahamson, 1991; Davis & Greve, 1997; Palmer,
Jennings, & Zhou, 1993; Westphal, Gulati, & Shor-
tell, 1997; see Jonsson [2002] or Strang and Soule
[1998] for overviews). Prior research has offered a
number of important insights into diffusion pro-
cesses among populations of organizations, ranging
from the role of organization size and market power
(Geroski, 2000; Hannan & McDowell, 1984) to the
importance of imitation processes (DiMaggio &
Powell, 1983) and trendsetters (Abrahamson,
1996). Two distinct approaches to explaining adop-
tion motivation have characterized much of this
literature on the diffusion of practices and admin-
istrative technologies (cf. Strang & Macy, 2001).
The first approach is rooted in the economic liter-
ature, building on the rational actor model, in
which organizational adoption is motivated by a
desire for technical or efficiency gains and related
boosts to economic performance (e.g., Katz & Sha-
piro, 1987; Teece, 1980). The second approach rep-
resents a more sociological perspective, emphasiz-
ing the social embeddedness of organizations and
motivations that stem primarily from a desire to
appear legitimate to powerful constituents, peer
organizations, or outside stakeholders (Abraham-
son, 1991; DiMaggio & Powell, 1983).

Perhaps the most important integration of in-
sights from both sets of explanations is Tolbert and
Zucker’s (1983) two-stage model, according to
which early adopters seek technical gains from
adoption, but later adopters are primarily inter-
ested in the social benefits of appearing legitimate.

In their classic study of civil service reforms, Tol-
bert and Zucker found that early adopters of re-
forms were motivated by a desire to overcome ad-
ministrative problems. However, as adoption of
these reforms spread from city to city, the reforms
came to be understood as necessities, and cities
that had not yet adopted reforms faced disapproval
or even sanctions for their lack of conformity. Tol-
bert and Zucker consequently argued that these
later adopters implemented reforms primarily out
of a desire to appear legitimate. Similarly, in their
study of U.S. hospitals, Westphal, Gulati, and Shor-
tell (1997) suggested that early adopters of TQM
practices were motivated by efficiency concerns.
However, as TQM practices became institutional-
ized and thus became expected elements of organ-
ization, the logic of evaluation shifted, and later
adopters were motivated primarily by legitimacy
concerns rather than efficiency gains.

Although this two-stage model of diffusion has
been a touchstone for many studies that apply in-
stitutional theory to practice diffusion (e.g., Baron,
Dobbin, & Jennings, 1986; Meyer, Stephenson, &
Webster, 1985; Pangarkar & Klein, 1998; Scott,
1995; Westphal & Zajac, 1994), it has recently
drawn critical attention. For example, Lounsbury
(2007) argued that segregating economic and social
logics is problematic, since the distinction between
technical and social benefits is itself embedded in
institutions (Lounsbury, 2002; Thornton, 2004). By
implication, technical and social motivations are
less disjointed than previously theorized (e.g.,
Schneiberg & Soule, 2005; Scott, Ruef, Mendel, &
Caronna, 2000).

Specifically, the two-stage model suggests that
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later adopters seek social gains rather than eco-
nomic or technical ones, but it is not clear that
social and economic motivations for adoption are
indeed mutually exclusive. In fact, motivations for
appearing legitimate and achieving higher techni-
cal performance may coexist; if a diffusing practice
is seen as bestowing higher performance, why
would later adopters be any less interested in these
technical gains? In addition, early adoption fre-
quently leads to greater prestige and more positive
customer attitudes (e.g., Kamins & Alpert, 2004;
Rogers, 1983), which begs a further question: Are
early adopters really disinterested in the social
gains that come with being perceived as market
leaders?

Furthermore, several researchers have pointed
out that empirical tests of the model have largely
relied on inference about motivations rather than
more direct assessments (e.g., Donaldson, 1995;
Scott, 1995). Instead of exploring the motivations of
adopters, most prior studies have inferred motiva-
tions either from characteristics of adopters such
as age, size, or status (Tolbert & Zucker, 1983) or
from later implementation patterns of innova-
tions (Westphal et al., 1997). A more direct ex-
amination of adoption motivations could greatly
enhance understanding of the mechanisms be-
hind the diffusion process, but such an examina-
tion has so far not been undertaken.

Finally, a number of recent studies have pointed
to important issues raised by situations in which
diffusing practices are only partially implemented
(e.g., Edelman, 1992; Fiss & Zajac, 2004, 2006; West-
phal & Zajac, 2001). As mentioned, however, having
only indirect studies of adoption motivation makes it
hard to explain why efforts vary, raising a further
question: Is practice implementation related to adop-
tion motivation? Answering this question requires
knowing more about how logics of adoption interact
with subsequent implementation activities.

The current study responds to these challenges
with both theoretical and empirical contributions
to the institutional theory of practice diffusion. We
argue that the conventional two-stage model over-
simplifies the relationship between adoption moti-
vation and timing. Specifically, this research shows
that both early and later adopters are affected by
logics of efficiency and legitimacy, because they
complement rather than conflict with each other.
Our aim is thus to reconcile arguments drawing on
economic and social explanations of diffusion by
developing a richer account of adoption decisions
and motivations, and institutionalization’s effects
on them.

To develop this argument, we draw on prior re-
search that relates the framing of situations as op-

portunities or threats to tendencies to interpret
them as representing potential gains or losses, re-
spectively (e.g., Dutton & Jackson, 1987; George,
Chattopadhyay, Sitkin, & Barden, 2006; Staw, San-
delands, & Dutton, 1981). Specifically, we argue
that early adoption is associated with opportunity
framing and motivations to achieve gains, both eco-
nomic and social, while later adoption is associated
with threat framing and motivations to avoid
losses, again in both economic and social terms.
Furthermore, we argue that implementation efforts
are related to framing situations as threats or op-
portunities and motivations to achieve gains or
avoid losses.

Empirically, we tested our arguments using data
from a highly cited diffusion study of adoption and
implementation of TQM practices among North
American hospitals in the early 1990s (Westphal
et al., 1997). Our findings indicate that the conven-
tional two-stage model of innovation adoption—
early adopters seeking efficiency and later adopters
seeking legitimacy—does indeed miss the compat-
ibility of social and economic motivations for adop-
tion. Instead, we find that economic and social
factors combine to drive diffusion as it changes the
adoption of innovation from potential opportunity
for early adopters to a more certain threat for later
ones, and that these adoption motivations are re-
lated to subsequent implementation patterns. In
addition, our findings indicate that the substantive
importance of social considerations may differ less
among early and later adopters than previously as-
sumed, thus carrying important implications for
future research on the institutional drivers of prac-
tice diffusion.

RETHINKING ADOPTION MOTIVATIONS

Although the two-stage model of adoption moti-
vations is widely used in studies of diffusion
among organizations (e.g., Baron et al., 1986; Meyer
et al., 1985; Scott, 1995; Tolbert & Zucker, 1983;
Westphal et al., 1997), it has so far been tested only
in an indirect manner. For example, Tolbert and
Zucker (1983) found that economic and organiza-
tional factors such as size, age, and city population
had predictive power only for early adopters, pro-
posing that this loss of predictive power for later
adopters implied that a concern for legitimacy,
rather than efficiency, concerns drove later adop-
tions. In a similar manner, Westphal et al. (1997)
interpreted their finding that later adopters en-
gaged in less customization of TQM practices and
showed fewer performance benefits as evidence
that a logic of appropriateness rather than one of
instrumentality motivated later adopters. Figure 1
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FIGURE 1
Adoption Motivations over Time:
Classic Two-Stage Model
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illustrates this classic two-stage model, showing
the substitution of legitimacy for efficiency motiva-
tions during the process of an innovation’s
diffusion.

These studies have highlighted the importance of
social motivations for practice adoption, yet they
have left room for alternative interpretations, be-
cause they have merely inferred adopters’ motiva-
tions from variables’ loss of predictive power or
from subsequent modification of practice and per-
formance differences. Factors such as learning effi-
ciencies related to positions in social networks
(Abrahamson & Rosenkopf, 1997) or fashion-like
trends in management thinking (Abrahamson,
1991) could also explain such findings. Also, since
the performance benefits of new practice adoption
are generally delayed, the superior performance of
early adopters could be the result of their having
more experience than recent adopters, who have
had less time to see benefits take effect. One way to
tease out these alternatives is to more directly ex-
amine adoption motivations at different stages of a
diffusion process rather than infer motivations
from period or performance effects.

Furthermore, a number of studies have failed to
yield support for the classic two-stage model. For
instance, in a study of the diffusion of human re-
source practices among law firms, Sherer and Lee
(2002) failed to find support for the notion that
competitive-technical pressures explained early,
but not later, adoption. Similarly, Kraatz and Zajac
(1996) found no link between technical variables
and early versus late adoption of professional de-
gree programs in American liberal arts colleges.
Similarly, prior research found mixed support for

the two-stage model in studies of the diffusion of
both matrix management (Burns & Wholey, 1993)
and work-family programs (Goodstein, 1994; In-
gram & Simons, 1995). In our view, this lack of
support and the fact that supporting studies used
indirect testing of adoption motivation suggest re-
visiting the two-stage model and its dichotomiza-
tion of motivations for early versus later adopters.

Theoretical considerations also prompt ques-
tions about adoption motivations. As Donaldson
(1995) observed, if the civil service reforms intro-
duced by many large American cities helped to
curb corruption and promote internal efficiency,
then these reforms presumably also benefited later
adopters. Such benefits would themselves be a rea-
son for latecomers to adopt civil service reforms,
particularly if adoption combines the drawing
power of improved performance with that of
greater legitimacy. Logically, the desire to appear
legitimate should only conflict with a desire to
improve performance when performance improve-
ments themselves are illegitimate. Except in those
rare cases, wanting to “look good” does not pre-
clude wanting to also do well. Technical and social
benefits may thus work according to a parallel logic
rather than substituting for each other, and they
may even reinforce each other, especially as higher
performance may increase an adopter’s legitimacy,
and vice versa. Furthermore, early adopters may
likewise be motivated by both efficiency and legit-
imacy concerns. For example, early adopters of
new technologies or practices may reap social ben-
efits from being perceived as market leaders (e.g.,
Kamins & Alpert, 2004; Rindova, Pollock, & Hay-
ward, 2006). Thus, theorizing the logics of effi-
ciency and legitimacy as both clearly disjointed
and clearly prevailing at different stages of the dif-
fusion process could mischaracterize the motiva-
tions of both early and later adopters (cf. Strang &
Macy, 2001), suggesting the need to rethink the
relationship between both motivations.

A further unresolved issue in the institutional
diffusion model relates to the extent of practice
implementation. Whether seeking efficiency or le-
gitimacy in adoption, organizations face the task of
integrating new practices into existing operations,
technologies, and political agendas. The conven-
tional diffusion model mostly neglects practice im-
plementation, yet several studies have called for
viewing diffusing practices as dynamic (Rogers,
1978; Strang & Soule, 1998) and thus for studying
the details of implementation (e.g., Edelman, 1992;
Fiss & Zajac, 2006; Westphal & Zajac, 2001). Re-
garding the relationship between adoption motiva-
tions and implementation, efficiency and legiti-
macy logics should influence both adoption and
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implementation (Zbaracki, 1998). However, very
little research has examined how these logics actu-
ally influence implementation processes. Although
Westphal et al. (1997) suggested that efficiency
concerns lead adopters to implement customized
practices, while legitimacy concerns lead later
adopters to conformist ones, this article shifts the
focus from isomorphism to explore how adoption
motivation relates to the extent and content of im-
plementation efforts.

OPPORTUNITIES, THREATS, AND
ADOPTION MOTIVATIONS

Although differences in motivations and logics
between early and late adopters lie at the center of
the two-stage model of diffusion, institutional the-
ory remains relatively disconnected from related
theory about motivation and cognition. Some au-
thors have extended institutional theory’s cognitive
dimension by showing how logics shape attention,
cognition, and action (e.g., Lounsbury, 2007; Oca-
sio, 1995, 1997; Thornton & Ocasio, 1999); still the
theory lacks connection to work in social psychol-
ogy that could strengthen its “cognitive underpin-
ning” (George et al., 2006). Such cross-level theo-
rizing would sharpen institutional theory’s
accounts of cognition and conformity—core topics
in social psychology (Milgram, 1974).

In particular, we turn to micro-organizational be-
havior and psychology-based research that links
organizational change to the framing and interpre-
tation of issues as either opportunities for gains or
threats of losses (e.g., Dutton & Jackson, 1987;
George et al., 2006). In this literature, interpreting
potential organizational changes as opportunities
versus threats affects organizational action (e.g.,
Chattopadhyay, Glick, & Huber, 2001; Thomas,
Clark, & Gioia, 1993; Thomas & McDaniel, 1990).
Thus, labeling or framing an issue as a threat or an
opportunity affects change by influencing decision
makers’ subsequent cognition and motivation (Dut-
ton, Fahey, & Narayanan, 1983). Specifically, “the
‘opportunity’ category implies a positive situation
in which gain is likely and over which one has a
fair amount of control; in contrast, the ‘threat’ cat-
egory implies a negative situation in which Joss is
likely and over which one has relatively little con-
trol” (Dutton & Jackson, 1987: 80; emphasis in the
original).

There are several benefits to linking motivations
for innovation adoption to the decision-making
logic suggested by viewing and framing situations
as opportunities versus threats. First, it highlights
micro-macro interactions that shape how organiza-
tions “think” (Douglas, 1986) by affecting the think-

ing of key decision makers (Scott, 1995). Second,
making clearer connections between diffusion and
theories of issue interpretation and motivation
yields a more robust understanding of social and
organizational dynamics (Hackman, 2003). Thus,
the current study complements arguments for
viewing rationality as culturally rooted (e.g., Dob-
bin, 1994; Lounsbury, 2007) by linking it to man-
agers’ tendencies to frame adoption decisions as
gains or losses and competitive and institutional
effects in diffusion processes. Furthermore, our
study responds to various calls to examine the mi-
cro foundations of institutional theory (e.g., DiM-
aggio, 1997; DiMaggio & Powell, 1991; Scott, 1995),
especially its more cognitive account of institu-
tional persistence and change (George et al., 2006).

As Thomas et al. (1993) argued, interpreting is-
sues as opportunities enhances the potential for
taking action, thus making organizational change
more likely. Conversely, the threat rigidity thesis
(Staw et al., 1981) suggests interpreting issues as
threats leads to an opposite response: organizations
facing a perceived risk of a loss of control often
respond by falling back on familiar routines,
thereby resisting organizational change." As prac-
tices diffuse, we suggest the process of institution-
alization will affect whether organizations frame
and interpret them as threats or opportunities. At
the beginning of a diffusion process, rhetorical ar-
guments play an important role in framing prac-
tices and establishing their legitimacy (Gamson &
Meyer, 1996; Suddaby & Greenwood, 2005), but the
prevalence and complexity of such arguments de-
cline over time as innovations are institutionalized
(Green, 2004; Green, Li, & Nohria, 2009). As
broader debates are echoed at each potential
adopter, opportunity framing promotes adoption
and organizational change (Thomas, Clark, & Gioia,
1993), but threat framing reinforces commitment to
familiar routines, not change (Staw et al., 1981).
Framing adoption decisions as either opportunities
or threats thus affects whether, when, and to what
extent organizations adopt diffusing innovations in
technology or administrative practice (Dutton &
Jackson, 1987; Sine & Lee, 2009).

When organizational decision makers see situa-

* This prediction appears to contradict prospect theo-
ry’s (Kahneman & Tversky, 1979) suggestion that indi-
viduals take greater risks when presented with a wager
framed as recovering from a loss than with a mathemat-
ically identical wager framed as pursuing an equivalent
gain. Drawing on theory, however, we focus here on the
threat-rigidity mechanism because of its links to work
emphasizing the importance of framing and viewing sit-
uations as threats or opportunities.
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tions as opportunities, they are more likely to feel
and respond to motivations for achieving gains rel-
ative to their current position, but in situations
viewed as threats, they are more likely to feel and
respond to motivations to avoid losses. For exam-
ple, early practice adoption is likely when motiva-
tions for gain meet with seeing a new practice as an
opportunity to beat the competition, but later adop-
tion is likely when motivations to avoid losses
combine with viewing a new practice as a threat.
As practices diffuse, institutionalization changes
how they are perceived. Early on, practices that
promise performance improvement offer organiza-
tions opportunities for advantage, but adoption
also entails the risks—or threats—associated with
organizational change. With diffusion, however,
nonadoption presents a competing risk, for two
reasons. First, when early adopters realize perfor-
mance improvements, their successes intensify
competitive pressures on nonadopters to follow.
Second, diffusion creates social pressures to avoid
looking illegitimate. At the same time, learning
among organizations can reduce the change-related
risks of adoption (Singh, House, & Tucker, 1986).
Finally, using the opportunity and threat con-
cepts is intuitively appealing when considering or-
ganizational decisions about whether and when to
adopt complex administrative innovations such as
TQM. As the careers of senior executives are in-
creasingly tied to the performance of their organi-

zations, the fates of both depend on such decisions.
Since the psychological mechanisms relating to
threats and opportunities have been shown to op-
erate at various levels, including that of the organ-
ization (e.g., Chattopadhyay et al., 2001; Staw et al.,
1981), they are attractive for the purposes of under-
standing organizational adoption decisions.

Thus, we argue that organizational decision mak-
ers consider both the efficiency and legitimacy di-
mensions of new practices, and that they can ap-
proach adoption decisions with a focus on either
preventing losses or promoting gains in either di-
mension. To illustrate this argument, we mapped
decision dimensions (economic versus social) to
issue interpretation (opportunities versus threats) to
produce a two-by-two matrix useful for understand-
ing adoption motivations. Figure 2 combines these
elements to present potential adoption motivations in
a simple diagram. Early adopters’ motivations appear
in the left column; this side of the matrix corresponds
to an opportunity view associated with achieving
gains. Later adopters’ motivations appear in the right
column; this side corresponds to a threat view asso-
ciated with preventing losses.

Motivations Associated with an
Opportunity Framing

The conventional diffusion model suggests that
early adopters are motivated by efficiency gains

FIGURE 2
Motivations for Adopting Innovation
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(Palmer & Biggart, 2002; Tolbert & Zucker, 1983).
This logic for adoption is captured in the top-left
cell of the motivation-issue interpretation matrix in
Figure 2: adopting organizations are motivated by
achieving economic gains. At this point of a diffu-
sion process, adopting the new practice presents an
opportunity rather than a threat, because it allows
an organization to achieve a performance advan-
tage relative to competitors, since only few organi-
zations have as yet adopted the practice. Connect-
ing this part of the conventional diffusion model
with theories of issue interpretation suggests the
following hypothesis:

Hypothesis 1a. Early adopters are motivated by
the perceived opportunity of achieving eco-
nomic gains.

In addition, however, early adopters may also be
motivated by the prospect of achieving social gains.
An organization may adopt an innovation to distin-
guish itself from other organizations (e.g., Abraha-
mson, 1991), and to maintain high status vis-a-vis
competitors (e.g., Rindova et al., 2006). For exam-
ple, early adopters of innovations may reap social
benefits from being perceived as market leaders.
Thus, an organization that is an early adopter may
earn the esteem of peers, even to the point of be-
coming a bellwether for change (Rogers, 1983). Fur-
thermore, being described as a market leader also
tends to enhance customers’ attitudes toward a firm
(Kamins & Alpert, 2004). Organizations that see an
issue as an opportunity may thus try to gain legit-
imacy for new or existing practices in the eyes of
key stakeholders and to leverage that legitimacy to
gain greater control over their environment (George
et al., 2006: 355). In contrast to the conventional
two-stage diffusion model, this suggests the follow-
ing hypothesis for early adopters:

Hypothesis 1b. Early adopters are motivated by
the perceived opportunity of achieving social
gains.

Of course, early adopters will not benefit from be-
ing perceived as leaders in new practices until others
have enough familiarity with the new practice to see
it as valuable. Thus, emerging categories for classify-
ing innovation need to stabilize before demand for
innovations can really grow (Rosa, Porac, Runser-
Spanjol, & Saxon, 1999), but for innovations that
emerge at the intersection of established category sys-
tems (which is the common case), there are typically
reference points against which they can be judged
(Hargadon & Douglas, 2001), even early on. Organi-
zations may therefore invoke these reference points to
frame adoption and give meaning to a practice (Fiss &
Zajac, 2006), thus providing frameworks for other

organizations to understand the innovation (Hirsch,
1986; Leblebici, Salancik, Copay, & King, 1991;
Strang & Meyer, 1993). Especially when diffusing
technologies are not too disconnected from existing
technologies or institutional regimes, early adoption
can have social significance for both adopters and
observers.

The case of TQM is a useful illustration of this
process. This management concept had emerged
among American companies in the early 1980s and
stressed customer focus, continuous improvement,
structured problem-solving processes, and employee
empowerment (Deming, 1993; Hackman & Wageman,
1995; Juran, 1989). By the time TQM practices began
to diffuse among U.S. hospitals in the late 1980s, the
idea of TQM as a quality enhancement tool was al-
ready well established. As TQM was gaining accep-
tance in other business sectors, applying such quality
management tools to the health care sector became
attractive to early adopters interested in distinguish-
ing themselves from their competition. Although
early adopters were thus likely motivated by seeing
TQM as an opportunity for achieving social gains, the
increasing diffusion of TQM would set in motion a
bandwagon process similar to that for efficiency mo-
tivations. As TQM diffused more widely, the gains
from being perceived as a market leader diminished,
and the threat of being perceived as a laggard in-
creased. Later adopters would thus no longer be mo-
tivated by a view of TQM adoption as an opportunity,
but would instead interpret the lack of TQM adoption
as a threat and adoption as a way to avoid legitimacy
losses.

Motivations Associated with a Threat Framing

When both early adopters and others who learn
about their experiences see innovations as beneficial
to performance, diffusion accelerates, leading to the
well-known S-shape of the diffusion curve. Though
early adopters are guided by the view of adoption as
an opportunity to realize gains vis-a-vis their compet-
itors, wider diffusion triggers a second process. As
other organizations experience increased competitive
pressure from early adopters, they will likewise be
motivated to adopt the diffusing practice, thus setting
into motion a competitive bandwagon (Abrahamson
& Rosenkopf, 1993; Katz & Shapiro, 1987). This part
of the process is represented by the top-right cell of
Figure 2. As diffusion proceeds and more organiza-
tions adopt a new practice, the competitive advantage
associated with adoption diminishes, eventually re-
storing competitive parity by moving all adopters up
to a higher performance plateau.

However, those organizations that have not
adopted the new practice then face a competitive
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disadvantage as they find themselves below the new
performance plateau and thus in a poorer situation
than under the prior status quo. In contrast to the
dominant institutional diffusion model, these argu-
ments suggest that, like early adopters, later adopters
are also motivated by efficiency considerations, al-
though the interpretation of the new practice would
change from opportunity to threat in response to the
dynamic nature of the diffusion process. In other
words, the process creates pressures for later adopters
that shift how they are likely to frame the situa-
tion—it both reduces the likelihood of gains and in-
creases the risk of losses. As practices diffuse, there-
fore, later adopters are more likely to frame them as
threats.” Thus, we propose:

Hypothesis 2a. Later adopters are motivated by
the perceived threat of incurring economic
losses.

Finally, according to the conventional diffusion
model, widespread adoption of a practice contrib-
utes to its perceived legitimacy, thus creating nor-
mative pressures to adopt and thereby avoid the
sanctions that come with being seen as illegitimate
(Abrahamson, 1991; Tolbert & Zucker, 1983). These
arguments, which lie at the center of the conven-
tional diffusion account, are presented in the bot-
tom-right cell of Figure 2. They are based on the
premise that a diffusing practice tends to acquire
legitimacy and thereby eventually becomes per-
ceived as the appropriate way of organizing, with
later adopters implementing the practice in order to
conform to emergent norms (e.g., Carroll & Hannan,
1989; Meyer & Rowan, 1977; Zucker, 1977). Failing
to conform raises the prospect of social sanctions
for being out of step with what has become legiti-
mate and standard. As George et al. (2006) argued,
organizations threatened with legitimacy losses are
likely to copy successful actors to achieve legiti-
macy in the eyes of key stakeholders and rigidly
engage in isomorphic actions that are the most eas-
ily available solutions to the problem posed by that
threat. Restating this conventional institutional ar-

? These arguments do not depend on the assumption
that diffusing practices are, in all cases, producing mea-
surable performance gains. Rather, our arguments allow
for the possibility that diffusing practices may be perfor-
mance-neutral, or even have negative performance impli-
cations (Abrahamson, 1991; Strang & Macy, 2001). What
matters here is that adopting organizations perceive dif-
fusing practices as relevant to competition, either tech-
nically or socially, regardless of whether the practices are
found to lead to higher performance through some direct
or vicarious learning process (Cyert & March, 1963).

gument in terms of issue framing leads us to the
following hypothesis:

Hypothesis 2b. Later adopters are motivated by
the perceived threat of incurring social losses.

ADOPTION MOTIVATIONS
AND IMPLEMENTATION

In response to several calls for more attention to
practice implementation (Ansari, Fiss, & Zajac,
2010; Cool, Dierickx, & Szulanski, 1997; Glick &
Hays, 1991; Whitten & Collins, 1997; Zbaracki,
1998), a growing number of studies have argued for
studying this issue by examining cases of partial or
incomplete practice implementation, a phenome-
non seen in the diffusion of practices such as civil
rights legislation in the workplace (Edelman, 1992),
long term incentive and stock repurchase plans
(Westphal & Zajac, 1994, 1998, 2001), the staffing of
recycling programs (Lounsbury, 2001), and ac-
counting standards and financial control systems
(Fiss & Zajac, 2006). This research has established a
number of factors that influence the likelihood of
incomplete implementation, but adoption motiva-
tion has yet to be linked to extent of implementa-
tion. Specifically, it would appear that adopters’
reasons for taking up new practices should reach
beyond the moment of adoption to affect how far
they go in actual implementation.

Again, applying theories of issue interpretation
offers new insights into the relationship between
motivation and implementation. For instance, prior
research suggests that interpreting an issue as an
opportunity facilitates organizational change by en-
hancing the potential for action (e.g., Thomas et al.,
1993). In a complementary fashion, the threat-rigid-
ity hypothesis suggests that organizations perceiv-
ing a situation as a threat will respond by falling
back on familiar routines and becoming rigid,
which leads to restrictions in information and con-
servation of resources (e.g., Staw et al., 1981). In
situations where decision makers perceive their or-
ganizations as threatened, these arguments suggest
that they are likely to reinforce the rigidity of fa-
miliar routines (Gilbert, 2005) by actions such as
cutting costs and tightening budgets (Chatto-
padhyay et al., 2001; Thomas et al., 1993).

In parallel with previous arguments regarding
adoption motivations, we thus argue that a percep-
tion of opportunity or threat likewise affects imple-
mentation. Specifically, when motivated by achiev-
ing gains believed to be associated with practice
adoption, the perceived opportunity to realize ex-
pected performance gains should lead organiza-
tions to work harder to implement than organiza-
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tions that see no such benefits. Similarly, when
motivated by avoiding losses believed to be associ-
ated with a diffusion of a new practice, the threat of
losses associated with being perceived as bucking
the adoption trend should be associated with work-
ing less hard to implement—doing only enough to
avoid the stigma of being out of step. This scenario
is consistent with the threat-rigidity hypothesis
(Staw et al., 1981) and work regarding issue inter-
pretation (Thomas et al., 1993; Whetten, 1988).
Thus, we suggest the following hypotheses:

Hypothesis 3a. A motivation to achieve social
and economic gains is associated with more-
extensive practice implementation.

Hypothesis 3b. A motivation to avoid social
and economic losses is associated with less-
extensive practice implementation.

Finally, note that our arguments go beyond pre-
vious research by suggesting that implementation
will vary with respect to not only customization
(Westphal et al., 1997), but also the extent of prac-
tice implementation.

DATA AND METHODS

The data for this study come from the National
Survey of Hospital’s Efforts to Improve Quality
conducted by the American Hospital Association
(AHA) in 1993. The purpose of the study was to
“gather information on how hospitals view and
improve the quality of patient care they provide”
(AHA, 1993). A questionnaire was sent directly to
the CEOs of all U.S. community, general surgical
hospitals. The instructions requested that the CEOs
fill out the questionnaire personally. The leaders of
3,303 hospitals responded to the 5,492 surveys
were sent out—a response rate of 60 percent. Of the
responding hospitals, 2,230 had adopted some
form of TQM. The survey included general ques-
tions on hospital size and staff and on competitive
conditions and questions relating specifically to
TQM, including the type of program in use (if any),
reasons for implementing TQM, and implementa-
tion activity at a variety of organizational levels.?

Our setting and choice of data had two important
advantages. First, the data set we used is the same
as that used in one of the most highly cited and
influential studies of the two-stage diffusion model
(i.e., Westphal et al., 1997). Using the same data as
this “classic” study allowed us to control for the

3 Access to these data was generously provided by
Professor Stephen Shortell, the principal investigator of
the original survey.

effects of context and era, eliminating the possibil-
ity that different results were a simple function of
differences on these dimensions. Accordingly, we
are able to make a much stronger case for expand-
ing this original model using the same data than if
we had used different data.

Second, the data set is particularly appropriate
for our purposes, since it contains information on
adoption timing, the motivation for TQM adoption
decisions, and TQM implementation, thus allow-
ing a rich examination of how the two logics of
efficiency and legitimacy affected both adoption
and implementation of practices.

Variables

Dependent variables. Testing our various hy-
potheses required two sets of dependent variables:
a subset reflecting the motivation for adoption and
another reflecting the extent of implementation.
Our measure of adoption motivation was based on
a series of survey items asking a CEO, “On a scale of
1 to 7, how important were each of the following
reasons for your hospital’s decision to implement
CQI/TQM?”* The measure then listed eight items
that relate to economic and social gains and losses
as reasons for TQM adoption: (1) loss of market
share, (2) competition from other hospitals/HMOs,
(3) improve the technical qualily of care provided,
(4) improve productivity, (5) be perceived as a mar-
ket leader, (6) improve service quality, (7) improve
patient satisfaction, and (8) influence of the Joint
Commission on Accreditation of Healthcare Orga-
nizations (JCAHO) (listed in order of appearance in
the survey). In contrast to the questions used in
prior studies, this series of items has the significant
advantage of allowing researchers to directly tap
motivations for adoption rather than have to infer
such motivations from other behavior.

We initially classified these items as follows. Re-
garding economic motivations, we followed previ-
ous research in broadly defining efficiency as relat-
ing to improving organizational performance and
internal functioning (Tolbert & Zucker, 1983; West-
phal et al., 1997). Four adoption reasons listed
above related directly to TQM as an opportunity for
achieving gains in performance and internal func-
tioning: improve productivity, improve the techni-
cal quality of care provided, improve service qual-
ity, and improve patient satisfaction. Regarding the
threat of economic losses, the AHA offered two
adoption reasons relating to the avoidance of com-

4 “CQI” refers to “continuous quality improvement,” a
structured approach to implementing TQM.
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petitive disadvantage: loss of market share and
competition from other hospitals/HMOs.

Regarding social gains and losses, one item re-
lated to achieving social gains in the eyes of other
constituencies—“to be perceived as a market
leader.” On the other hand, regulatory agencies such
as the JCAHO exerted considerable coercive pressure
on hospitals to implement TQM practices (e.g., Levin
& Christmann, 2006). Therefore, if a hospital cited
JCAHO influence as important, we took this to indi-
cate a view of TQM adoption as a way to avoid social
losses.

To further validate whether these measures
tapped the constructs of economic and social gains
and losses, we took a two-step approach. Our first
step was to conduct a series of ten qualitative in-
terviews to better understand how organizational
decision makers would interpret the items. For this
purpose, we contacted a sample of executives from
the health care and other industries, such as con-
sulting, software, and finance. All of those inter-
viewed had experience in either adoption or imple-
mentation of new practices in their organizations.
Before the interviews, we provided these execu-
tives with the questions we used to construct our
measures. During the interviews, we elicited the
executives’ interpretation of these items—specifi-
cally, whether the items did indeed relate to social
and economic gains or losses, or whether they
could be misinterpreted. Interviews lasted an aver-
age of 30 minutes.

In a second step, we created a survey instrument
to further assess whether the eight items we had
identified cleanly tapped into the two dimensions
of gains/losses and economic/social. This survey
instrument included all of the original eight items.
To measure whether they tapped our constructs of
a gain/loss orientation, we asked whether each item
would fit with either pulling ahead of the compe-
tition (gain) or keeping up with the competition to
avoid falling behind (loss). Alternatively, to mea-
sure whether the items tapped into our constructs
of economic versus social goals, we asked whether
each item would indicate a desire to either do bet-
ter in some aspect of their internal operations (eco-
nomic goal) or look good by communicating quality
to external audiences (social goal). Respondents
were given two tasks: one of sorting an item into
either one of the two options and the other of rating
each item using a five-point scale with the two
options at the end points (1/5) and the middle (3),
indicating that the measure was equally associated
with both reasons. We alternated the way in which
these measures were presented to the respondents.

We then administered this survey instrument to
25 physicians currently enrolled in an executive

MBA program in North America. These respon-
dents were especially helpful in a closer assess-
ment of survey item interpretation because they
were all very familiar with TQM as applied in
medicine, and many also held significant adminis-
trative roles in their practice groups or hospitals.

The results of the qualitative interviews indi-
cated that the options “be perceived as a market
leader” and “influence of JCAHO” clearly dealt
with social rather than economic issues, and fur-
thermore, that the two differed in that the first
reflected a focus on achieving gains, and the sec-
ond, a focus on avoiding losses. The same results
also emerged from our survey data, as both items
were consistently checked as being indicating so-
cial goals rather than technical ones (means of 0.2
and 0.2; coded as 0 = “social goals”, 1 = “technical
goals”). Likewise, both items contrasted very well
with the more economically oriented items (means
from 0.5 to 0.8). In addition, and as predicted, both
items differed from each other in that one tapped
into a focus on achieving gains, and the other
tapped into a focus on avoiding losses (e.g., means
of 0.3 and 0.8, respectively; 0 = “focus on gains,”
1 = “focus on avoiding losses”). Thus, these two
single-item measures were substantively confirmed
by both the qualitative interviews and the survey of
medical professionals in the MBA program.

Regarding the measures of an economic orienta-
tion, our qualitative interviews indicated that only
two items cleanly tapped the constructs we in-
tended to capture here: improve productivity and
loss of market share. Other items were perceived as
more ambiguous. The results of our survey further
confirmed these findings, with these two items
again clearly tapping economic issues (means of 1.0
and 0.8; 0 = “social goals,” 1 = “technical goals”).
Results for other measures were much more ambig-
uous, with scores around 0.5 and 0.6; thus, we did
not retain these indicators.

Both interviews and survey thus indicated that
four measures were useful and valid indicators of
the constructs we wanted to capture: (1) improve
productivity (economic gains), (2) loss of market
share (economic losses), (3) be perceived as a mar-
ket leader (social gains), and (4) influence of
JCAHO (social losses).

To further assess these measures, we conducted a
principal component factor analysis (with varimax
rotation) of these four items. The results indicated a
two-factor solution in which three of the four items
showed very good loadings (.77—.96) and the fourth
item (loss of market share) loaded on the predicted
factor (economic losses) but also partially on the
other (economic gains). We therefore residualized
this measure to remove any shared variation with
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the second factor (e.g., Fiss & Hirsch, 2005). To do
so, we regressed this item on the two measures of
social and economic gains and then subtracted the
predicted values from the actual values, leaving the
measure with only its unique variation related to
economic losses. Using this improved measure re-
sulted in a two-factor solution with all items load-
ing cleanly on the two factors. Table 1 shows load-
ings and eigenvalues/variances.

As the factor loadings show, improving produc-
tivity and being perceived as a market leader load
highly on factor 1 (gains), and loss of market share
and influence of regulatory agencies load highly on
factor 2 (losses). Results also indicate a clean sep-
aration between the factors, as shown by the simul-
taneous low loadings on the alternative factor.
These results further confirm the validity of our
measures of economic and social gains and losses
as reasons for TQM adoption.

Our second set of dependent variables relates to
the extent of TQM implementation among hospi-
tals. We measured the extent of practice implemen-
tation using three different indicators. (Detailed
items for each of these indicators are listed in the
Appendix.) The first indicator is a survey item that
asked CEOs to indicate, on a scale from 1 to 10, “the
extent to which you believe that at this point in
time CQI/TQM philosophy, principles, and meth-
ods have been implemented throughout your hos-
pital” (emphasis in the original). This item is thus
an overall indicator of the progress of implementation
for a whole organization. The second indicator fo-
cused on implementation efforts related to manage-
ment and personnel. We used two variables here that
capture the percentage of senior managers and full-
time-equivalent personnel at the hospital that had
received formal quality improvement training.

Finally, we used as a third indicator the overall
score on the use of TQM tools in a hospital. This

TABLE 1
Results of Factor Analysis of Adoption Motivations®

Items Factor 1 Factor 2 Uniqueness
Improve productivity 0.83 0.09 0.31
Loss of market share 0.05 0.75 0.44
Be perceived as 0.83 —0.04 0.30

market leader
Influence of JCAHO —0.01 0.75 0.43
Eigenvalue 1.40 1.11
Proportion 0.35 0.28

Likelihood ratio test 303.88 (6)***
chi-square (df)

# Significant loadings are shown bold.
©x% p <001

measure was calculated as the average number of
tools used divided by the possible number of tools
used. A total of ten tools were part of this item;
examples include Pareto diagrams, histograms, and
process flow charts. We further weighted this mea-
sure by whether each tool was used by many, few,
or no departments/teams at all, thus capturing both
the number of tools used and the extensiveness of
their use across departments and teams. In combi-
nation, these measures tapped how extensively
TQM was implemented in a hospital overall, how
far training in TQM had progressed, and how many
different aspects of TQM were integrated within
the various departments of the hospital.’
Independent variables. We measured early
adoption as an ordinal variable (coded 0 if a hos-
pital began using TQM less than two years ago, 1
for more than two years ago but less than four years
ago, and 2 for more than four years ago). We con-
ducted additional analyses using a dichotomous
measure of adoption time similar to that used by
Westphal et al. (1997), dividing early and late
adopters at approximately the midpoint of the ob-
served adoption period and so grouping very early
adopters (about 4 percent of all adopters) with early
adopters. Using the alternative measure had essen-
tially no effect on results. Finally, in our analyses of
implementation, we used our measures of motiva-
tion described above as the independent variables.
Control variables. The size of an organization
has been found to affect the speed of adoption (e.g.,
Hannan & McDowell, 1984). Following previous
research (Westphal et al., 1997), we therefore con-
trolled for hospital size using the total number of
staffed beds. Results were identical whether we
used this untransformed measure or a logged mea-
sure. Also in keeping with previous research, we

® Besides the four measures reported here, we further
developed two additional measures of implementation.
The first assessed the maturity of TQM implementation
and was calculated as the number of TQM activities the
hospital was currently engaged in. The item included a
total of ten such activities, ranging from benchmarking to
the formation of project teams and the incorporation of
TQM in reward and performance-appraisal systems. The
second additional measure was the number and percent-
age of clinical review activities a hospital was involved
in, including the use of clinical and cost data in review-
ing physician privileges and credentials, patient satisfac-
tion surveys, and organized case management. We ob-
tained very similar results for these additional measures,
indicating that we captured a broad spectrum of imple-
mentation activities relating to the scope and pace of
implementation (Amis, Slack, & Hinings, 2004). Results
are available from the authors on request.
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included dummy variables indicating whether a
hospital belonged to a multihospital system under
common ownership or a strategic alliance involv-
ing contractual agreements (Levin & Christmann,
2006; Westphal et al., 1997). Such network ties may
provide access to the experiences of other organi-
zations, possibly affecting hospitals’ likelihood of
adopting TQM practices. Since the technological
sophistication and knowledge base of a hospital
may also influence its likelihood of implementing
new practices, we added two control variables that
assessed this sophistication. The first such variable
assessed whether the hospital performed high-tech-
nology services in-house. These services included
stereotactic radiosurgery, magnetic resonance im-
aging (MRI), position emission tomography (PET),
single photon emission computed tomography
(SPECT), kidney transplants, other organ trans-
plants, tissue transplants, and bone marrow trans-
plants (Westphal et al., 1997). We combined these
into an index of technological sophistication that
showed strong reliability (a« = .83). The second mea-
sure is a dummy variable, coded 1 for a teaching
hospital (i.e., one approved by the Accreditation
Council for Graduate Medical Education to train
medical residents) (Levin & Christmann, 2006).

To guard against the possibility that competitive
pressures from health maintenance organizations
(HMOs) influenced our findings, we furthermore
controlled for the number of competing hospitals
and HMOs in a hospital’s area. Finally, since mat-
uration and experience with a practice are likely to
influence extent of implementation, we controlled
for the time of adoption in the models that focus on
implementation.

Analysis

Since we employed multiple dependent vari-
ables, our analysis proceeded in two steps. In the
first step, we used ordinary least square (OLS) re-
gression to estimate the relationship between early
adoption and motivation, using different motiva-
tions as dependent variables in a series of equa-
tions.® Because these equations used the same in-
dependent variables, we additionally estimated
models using Zellner’s (1962) seemingly unrelated
regression (SUR) model, which allows for corre-
lated errors between equations. However, our re-
sults were essentially identical. Note also that our
analysis was explicitly correlational, not causal; we

® We estimated additional models using the natural log
of these dependent variables, and our results were essen-
tially unaffected by this transformation.

examined whether early adoption decisions tend to
be marked by a concern for social and economic
gains and later adoption decisions are marked by a
concern for avoiding social and economic losses.”
In a second step, we used OLS to estimate the
extent of TQM implementation. Because our depen-
dent variables were percentages and scales, we again
log-transformed them. Since we were interested in
motivations for adoption, all of our analyses focused
on the sample of 2,230 hospitals that actually did
adopt TQM management, since only those hospitals
provided information on adoption motivations.®

RESULTS

Table 2 presents the descriptive statistics and a
correlation matrix for all variables. Table 3 shows
the results of OLS and SUR models of the relation-
ship between motivations and adoption period. For
each dependent variable, the first model includes
only the control variables, the second adds the
early adoption variable, and the third shows the
result for the same set of variables using the SUR
model. The results indicate mixed support for an
institutional model of diffusion that suggests differ-
ent and complementary motivations for adoption
over a diffusion process.

Regarding our predictions linking motivation to
adoption timing, Hypothesis 1a states that the per-
ceived opportunity of achieving economic gains
motivates early adopters. Interestingly, and in con-
trast to the predictions of the conventional diffu-
sion model, this hypothesis was not supported; the
coefficient for early adopters is not significant in
models 2 and 3. It appears that early adopters are
no more motivated by economic gains than are later
adopters. In contrast, we did find support for Hy-
pothesis 1b, which holds that the perceived oppor-

7 To underscore this point, we conducted further analy-
ses that used motivations as independent variables and
adoption timing as the dependent variable. Not surpris-
ingly, our results were substantively identical, regardless of
whether independent and dependent measures were
reversed.

8 Though Westphal et al. (1997) used a Heckman se-
lection model to control for possible sample selection
bias, the main advantage of this model was to allow
estimation of the value of a dependent variable that
would be observed in the absence of selection. However,
since our interest was instead in the significance of the
independent variables, modeling adopters separately
was more appropriate, since it was considerably more
robust than the selection model, and prediction bias has
been shown to be negligible (Manning, Duan, & Rogers,
1987).
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TABLE 2
Descriptive Statistics and Pearson Correlation Coefficients®
Variables Mean  s.d. 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
1. Early adopters 0.31 0.54
2. Economic gains 5.54 1.20 —.04
3. Social gains 520 1.65 .06 .38
4. Economic losses 3.01 1.21 —.07 .07 .02
5. Social losses 458 1.82 —.17 .05 .01 .13
6. Hospital size 226.98 197.02 .15 —.02 .08 —.12 —.11
7. Alliance membership 0.33 047 .06 .03 .08 —.02 —.06 .23
8. System membership 045 050 .09 .01 .05 —.07 —.01 .15 —.01
9. Technological sophistication ~ 0.52  0.63 .02 —.03 .01 —.03 —.05 .21 .04 .11
10. Teaching hospital 0.10 030 .07 —-.02 .03 —.07 —.09 .57 .11 .02 .18
11. Competition from HMOs 549 754 .00 .01 .03 .08 .01 .20 .04 .07 .12 .13
12. Competition from other 456 444 .06 .01 .05 .03 —.07 .24 .09 .07 .06 .25 .25
hospitals
13. Extent TQM implemented 4.03 250 .23 .04 .07 —.04 .03 —.05 —.04 .02 .00 —.04 .02 .01
throughout hospital
14. Percent senior management 87.84 2546 .07 .06 .08 —.04 —.08 —.04 .00 .06 .02 —.06 —.03 —.01 .09
trained
15. Percent FTE staff trained 27.11 32.22 .24 .00 .04 —.06 —.10 —.03 .02 .11 —.02 .00 —.06 .02 .26 .24
16. Use of TQM tools by teams/ 205 045 .27 .08 .12 —.09 —.11 .25 .13 .12 .04 .12 .04 .08 .14 .16 .16
departments
“n = 1,705.
tunity of social gains motivates early adopters, as competition as important to their adoption decisions.
indicated by the positive and significant coeffi- We also found support for Hypothesis 2b, the predic-
cients for early adopters in models 5 and 6. tion that the perceived threat of social losses related
Hypothesis 2a states that the perceived threat of to appearing illegitimate motivates later adopters.
incurring economic losses motivates later adopters. The coefficients for early adopters are again signifi-
Again, we find support for this hypothesis. As cant and negative in models 11 and 12. In sum, three
shown in models 8 and 9, hospitals that were early of the four hypotheses relating to the different effects
adopters were significantly less likely to indicate of adoption motivations were supported.
TABLE 3

Results of Regression Models Predicting Motivation for TQM Adoption®

Economic Gains

Social Gains

Independent Variables Model 1 Model 2 Model 3 Model 4 Model 5 Model 6
Early adopters —0.10 (0.06) —0.10 (0.06) 0.14*  (0.08) 0.14* (0.08)
HOSpital size —0.00 (0.00) —0.00 (0.00) —0.00 (0.00) 0.00* (0.00) 0.00 (0.00) 0.00 (0.00)
Alliance membership 0.08  (0.06) 0.09  (0.06) 0.09  (0.06) 0.23** (0.09) 0.22*  (0.09) 0.22*  (0.09)
System membership 0.05 (0.06) 0.05 (0.06) 0.05 (0.06) 0.13 (0.08) 0.12 (0.08) 0.12 (0.08)
Technical sophistication  —0.05 (0.05) —0.05 (0.05) —0.05 (0.05) —0.03 (0.07) —0.03 (0.07) —0.03 (0.07)
Teaching hOSpital —0.04 (0.12) —0.05 (0.12) —0.05 (0.12) —0.15 (0.17) —0.14 (0.17) —0.14 (0.17)
Competition from HMOs ~ 0.00  (0.00) 0.00  (0.00) 0.00  (0.00) 0.00  (0.01) 0.00  (0.01) 0.00  (0.01)
Competition from 0.00 (0.01) 0.00 (0.01) 0.00 (0.01) 0.01 (0.01) 0.01 (0.01) 0.01 (0.01)

hospitals
Constant 5.53*** (0.06) 5.55*** (0.06) 5.55*** (0.06) 4.90*** (0.08) 4.88*** (0.08) 4.88*** (0.08)
Adjusted R* .00 .00 .00 .00 .01 .02
F/)(2 0.72 1.05 8.46 3.29** 3.32%** 26.73***
df 7, 1,697 8, 1,696 7, 1,697 8, 1,696
# Standard errors are in parentheses; n = 1,705.
* p=.05
% p =< .01
®5% p < 001

Significance tests are one-tailed for directional hypotheses and two-tailed for control variables.
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Although a test of statistical significance suggests
support for three of the four hypotheses, note that
overall model fit is not strong. Using Cohen’s
(1988) definition of small (R* = .02) and medium
(R* = .15) effects, the substantive significance of
our results clearly falls within the small category.
As such, our results raise important questions as to
the substantive significance of predictor variables
based on the institutional diffusion model. We dis-
cuss the implication of these results in more detail
below.

Regarding the control variables, the models indi-
cate that competition from HMOs is positively re-
lated to both economic and social losses, thus of-
fering further support for the assumption that
competition from other firms is an important con-
cern, both economically and socially, in adoption.
We also find that alliance membership is correlated
with a concern for achieving social gains by means
of TQM adoption, indicating that belonging to mul-
tihospital alliance apparently also affects motiva-
tion for adoption.

Table 4 presents results for the OLS regressions
predicting the extent of TQM implementation. Hy-
pothesis 3a states that economic and social gain
motivations are positively associated with the ex-
tent of practice implementation, and Hypothesis 3b
predicts the opposite effect for loss avoidance mo-
tivations. The results offer considerable support for
Hypothesis 3a. A social gain motivation was posi-
tively and significantly associated with implemen-
tation in three of the four outcome measures. For

economic gains, the findings were slightly less
strong, with models 4 and 8 showing significant
positive effects, and in models 2 and 6 the coeffi-
cients were in the predicted direction but did not
reach significance. In sum, five of eight coefficients
are positive and significant, thus lending consider-
able, consistent support to Hypothesis 3a.

Regarding the effect of loss avoidance motiva-
tions on implementation, our results indicated
strong support for Hypothesis 3b, which predicts
that economic and social loss motivations are asso-
ciated with lower levels of implementation. For
economic losses, all four coefficients were negative
and significant, although for models 4 and 6 the
coefficients dropped to the .10 significance level.
For social losses, three of the four coefficients were
again negative and significant, also supporting Hy-
pothesis 3b. Overall, seven out of eight coeffi-
cients were significant, as predicted, but model
fit here was not very strong, with R* values com-
parable to those for the models predicting adop-
tion motivations.

Finally, regarding the control variables for these
models, we found the expected significant correla-
tion between early adoption and extent of imple-
mentation, suggesting that TQM efforts do mature
as hospitals gain experience with them. It also ap-
pears that large hospitals showed less extensive
implementation, likely owing to the greater cost of
such implementation activities. Results indicated
that system member hospitals were more likely
than other hospitals to train management and per-

TABLE 3
Continued
Economic Losses Social Losses
Model 7 Model 8 Model 9 Model 10 Model 11 Model 12

-0.11* (0.06) -0.11*  (0.06) —0.51*** (0.08) —0.51*** (0.08)
—0.00*** (0.00) —0.00*** (0.00) —0.00*** (0.00) —0.00** (0.00) —0.00* (0.00) —0.00* (0.00)
0.02  (0.06) 0.03  (0.06) 0.03  (0.06) -0.13  (0.10) -0.11  (0.10) -0.11  (0.01)
—0.15*  (0.06) —0.14* (0.06) —0.14* (0.06) 0.01 (0.09) 0.05 (0.09) 0.05 (0.09)
-0.02  (0.05) —0.02  (0.05) —0.02  (0.05) -0.08  (0.07) -0.08  (0.07) -0.08  (0.07)
—0.08 (0.12) —0.08 (0.12) —0.08 (0.12) —0.15 (0.18) —-0.17 (0.18) —0.17 (0.18)
0.02*** (0.00) 0.02*** (0.00) 0.02*** (0.00) 0.01  (0.01) 0.01  (0.02) 0.01  (0.01)
0.01 (0.01) 0.01 (0.01) 0.01 (0.01) —0.02 (0.01) —0.02 (0.01) —0.02 (0.01)
3.12*** (0.06) 3.14*** (0.06) 3.14*** (0.06) 4.88*** (0.09) 4.97*** (0.09) 4.97*** (0.09)

.02 .03 .03
7.89%* 7.46%* 59.99***
7, 1,697 8, 1,696

.01 .04 .04
4.55%** 9.01%** 72.46%**
7, 1,697 8, 1,696
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sonnel in TQM practices, and to use more TQM
tools more widely throughout the organization.

The survey-based measures we employed in this
study have been extensively used in organizational
research and are considered a viable methodology,
provided that the measures used to generate the
reports are adequately reliable and valid (Miller,
Cardinal, & Glick, 1997). In the case of the data
used here, there is considerable reason to believe
that these conditions have been met. The adminis-
tration of the survey followed the guidelines of-
fered by Huber and Power (1985) regarding proper
retrospective data collection. Pretesting and discus-
sions with industry experts had determined that
the hospitals CEOs and top quality managers were
the most knowledgeable respondents for our
questions. Furthermore, where there was the op-
portunity to assess test-retest reliability for a sub-
set of 45 hospitals representative of the larger
sample, responses were found to be consistent,
with kappa coefficients between 95.6 and 97.8
(Westphal et al., 1997). As such, it seems reason-
able to assume that these survey responses pre-
sented acceptable measures.

Additionally, there is further reason to believe
that informant fallibility presents less of a concern
here. Although the ability of respondents to ade-
quately recall motivations is arguably subject to
some retrieval error, the resulting distortion
should, if anything, add noise and thus provide a
conservative test of our hypotheses. Furthermore,
although there may be a bias against self-reported
accounts of adoption that favor conformity over
technical gains, it is not clear why or how this bias
would change over time. Thus, we would not ex-
pect it to produce the pattern of temporal differ-
ences we predict here.

Although we believe that our data are valid indi-
cators, and although we used multiple methods to
externally validate our measures, we decided to
conduct additional analyses to check against the
possibility that reasons given by the original survey
respondents might be the result of rationalization
over time. A useful way of accomplishing this was
to examine whether espoused adoption reasons
could be linked to actual behavior. Our analyses of
various implementation behaviors do address this
issue, yet it is true that our data come from the same
survey, raising the possibility of common method
bias. We therefore collected additional data from
another source to construct another measure of be-
havior external to our original survey data. Specif-
ically, we obtained performance data for the hospi-
tals in our sample from the American Hospital
Association. Using these data, we constructed a
measure of organizational performance to examine

whether the extent of TQM implementation pre-
dicted by our focal indicators was associated with
increased performance (Douglas & Judge, 2001). We
chose an efficiency measure of organizational per-
formance as one of the most widely used measures
on hospital performance (e.g., Golden & Zajac,
2001; Magnussen, 1996). The measure is calculated
as operating expenses divided by the number of
full-time equivalent employees. We used perfor-
mance data for 1994 (the first year following the
survey, which was administered in 1993). Further-
more, our analyses controlled for prior perfor-
mance using the same measure for 1992, as well as
all variables from our substantive analyses.

Results indicated that the degree of TQM imple-
mentation is indeed significantly associated with
performance improvements for three out of four of
our measures of implementation. These findings
further reduce the likelihood that espoused adop-
tion reasons may have been merely the result of
self-report bias and ex post rationalization. For in-
stance, if it were indeed the case that hospitals
adopt for social reasons but, under to a social de-
sirability bias, later justify their decisions as based
on economic efficiencies, then it is not clear why
such an ex post rationalization should be associ-
ated with higher levels of actual implementation
and indeed subsequently better performance.

DISCUSSION

Following recent calls for rethinking the two-
stage diffusion model and the relationship between
adoption timing and motivation (Cebon & Love,
2008; Donaldson, 1995; Lounsbury, 2007), this ar-
ticle offers a fresh look at combining rational and
social accounts of practice diffusion by asking
whether a concern with avoiding social losses nec-
essarily precludes a concern with avoiding eco-
nomic ones. In answer, we offer a more detailed
model of the institutional diffusion process by ar-
guing that social and economic motivations for
adopting diffusing innovations are not mutually
exclusive concerns; that is, wanting to look good
does not preclude also wanting to do better. Fur-
thermore, our perspective links motivations for
adopting diffusing innovations to how far organi-
zations should go in implementing them.

To support this new model, we have shown con-
nections between macro and micro levels of theo-
rizing about diffusion of innovation and motiva-
tions for adopting. Specifically, we have linked
institutional theory with the literature on organiza-
tional actions in response to threats and opportu-
nities to explore how adoption decisions are
shaped over the course of diffusion. The model
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outlined here relates adopting organizations’ con-
cerns with economic and social gains (or losses) to
whether these organizations are approaching adop-
tion decisions by focusing on achieving gains or on
avoiding losses. By doing so, we connect institu-
tional theory’s concern with cognition to work in
social psychology that has explained differences in
willingness to try new things, where doing so en-
tails both the risk of loss and the potential for gain.

We believe this argument addresses a long-stand-
ing opportunity at the intersection of organization
theory and organizational behavior, particularly
with respect to the topic of innovation and diffu-
sion. The diffusion of practices rightly has been an
important topic in the organization theory and
management literatures for some time, and issues
involving motivation and cognition have been cen-
tral to most adoption accounts. Nonetheless, with
few exceptions (e.g., Ocasio, 1997), these accounts
have remained largely disconnected from the con-
siderable body of work in social psychology and
organizational behavior that could deepen and ex-
tend understanding of the phenomenon. As a re-
sult, the question of what exactly motivates adopt-
ers has received remarkably little attention, and, in
our view, the separation of logics of instrumentality
and appropriateness has been exaggerated. The cur-
rent study thus builds on prior work that has ar-
gued for the cultural contingency of rationality
(e.g., Dobbin, 1994; Lounsbury, 2007; Scott et al.,
2000) by connecting institutional theory to argu-
ments from social psychology regarding how moti-
vations are affected by the framing of decisions in
terms of gains and losses.

To test our argument, we analyzed how the
progress of diffusion relates to both accounts of
hospital TQM adoption and the extent of its imple-
mentation. Over the course of TQM diffusion, we
analyzed whether adopters reported having been
concerned with looking good, doing better, or both.
We reconceptualized the key difference between
early and later adopters as one of being concerned
with gains versus losses rather than with economic
versus social outcomes of adoption (or nonadop-
tion). As predicted, our findings reveal consider-
ably greater heterogeneity in adoption motivations
than was previously theorized.

Specifically, we found that—contrary to prior
accounts—early adopters are in fact concerned
with social gains, while later adopters are also con-
cerned with avoiding economic losses. These find-
ings lend support to our view that neither timing
nor the progress of diffusion makes economic and
social outcomes mutually exclusive concerns. Fur-
thermore, we did not find support for the view that
early adopters are predominantly concerned with

economic gains, as suggested by the classic two-
stage model. In fact, the findings of this study sug-
gest that early adopters are no more motivated to
achieve economic gains than later ones; or, to put it
the other way around, later adopters are no less
motivated to achieve economic gains than are early
ones. Rather than supporting the two-stage model,
our results are consistent with other studies that
have not shown differences between early and later
adoption periods (e.g., Kraatz & Zajac, 1996).

Our findings thus suggest that concerns with eco-
nomic gains are not as period-dependent as has
been argued; rather, they may be more universally
shared. On the basis of the current study, we can
only speculate as to why this is the case, but it
appears possible that aspirations to achieve eco-
nomic gains may be, to some extent, independent
of the diffusion process. For instance, if the theori-
zation of TQM as offering performance benefits
appears compelling to adopting organizations
throughout a diffusion process, then one would not
expect to see differences between early and later
adopters in terms of economic gains as a motive for
adoption. However, the same may not be true for
concerns about economic losses, which are likely
to be period-dependent, as they are products of the
competitive dynamics of the diffusion process. The
lack of support for Hypothesis 1a is also interesting,
as our results did indicate support for Hypothesis
1b, which holds that perceived opportunities for
achieving social gains motivate early adopters. A
main difference between early and later adopters
would thus appear to be their perception of
whether an innovation has the potential for social
rather than economic gains, which, if true, would
offer support for accounts of practice diffusion that
point to the importance of the legitimation of a
practice and the social construction of success (e.g.,
Sine & Lee, 2009; Strang & Macy, 2001; Suddaby &
Greenwood, 2005).

In addition, we analyzed how implementation
efforts relate to the motivations of both early and
later adopters. We hypothesized and found that the
extent of implementation is related to concerns
about gains and losses in a manner that parallels
the effects on adoption. Among hospitals adopting
TQM, those reporting a concern for achieving eco-
nomic and social gains did more to implement
TQM. Conversely, we found less complete imple-
mentation among adopters whose responses indi-
cated a concern for economic and social losses.

Taken together, the results of our analyses raise
important questions regarding the substantive abil-
ity of the institutional two-stage model to explain
diffusion processes. Although we find statistically
significant support for the institutional diffusion
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model, the variation in motivation explained by
adoption timing is relatively small. There are at
least two possible explanations for this. First, since
motivations are determined by the complex collec-
tions of particulars that define hospitals’ situations
and distinguishing attributes, perhaps it should not
be surprising to find that adoption timing—a single
predictor—does not explain a large portion of the
overall variance. Nonetheless, among all firm vari-
ations, adoption timing is consistent enough in its
effect to be a statistically significant predictor of a
small effect. Thus, given the lack of studies that
directly examine adoption motivation, the current
models offer a step toward a better understanding
of adoption motivations.

However, a second and potentially much more
significant explanation of the current findings is
that adoption timing is perhaps not as strong a pre-
dictor of motivation as its prominence in the institu-
tional literature suggests. As we have pointed out,
prior research has so far relied on indirect measures
and the absence of significant effects to offer sup-
port for the institutional diffusion model. Our di-
rect assessment of the predictors of adoption moti-
vations, although providing some support for the
effect of adoption timing, nevertheless indicates
that the adoption motivations of early and late
adopters apparently do not vary enough to make
the two-stage model of diffusion a powerful predic-
tor. Such a finding, if confirmed, would suggest
that future research should look beyond adoption
timing for better accounts of motivation.®

In sum, we believe our study makes three contri-
butions to organization theory. First, we extend
institutional theory’s concern with cognition by
taking it seriously enough to link it with closely
related work in social psychology—work that we
believe gives depth and foundation to the process
of institutionalization, an essential aspect of insti-
tutional theory. Although institutional theory links
macrosocial phenomena such as organizational

9 To further examine this question, we also conducted
analyses to test whether social and economic motiva-
tions, in general, differed for early versus later adopters.
For these analyses, we combined the separate measures
for pursing economic gains and avoiding economic
losses to produce an aggregate measure for economic
reasons for adopting. Similarly, we created an aggregate
measure for social reasons for adopting. Both combined
measures were negatively related to early adoption, most
likely because in these combined measures the weaker
effect of the gains measures was overwhelmed by the
stronger effect of the loss measures. Although effect sizes
remain quite small, it thus appears that most of the “ac-
tion” emerges later in the diffusion process.

structure and practice to cognitive and motiva-
tional factors, so far very little work has been de-
signed to explore how these connections actually
work (George et al., 2006). We believe this cross-
level integration of theory is important for a theory
that is centrally concerned with cognition and con-
formity. We thus see our study as following
Lounsbury’s call to look past the two-stage model
to “redirect the study of institutional diffusion to-
ward finer-grained mechanisms, including the
translation of symbolic systems of meaning and
processes of practice creation that spawn and are
influenced by the heterogeneity of actors and activ-
ities that underlie apparent conformity” (2007:
289-290; references omitted). As a complement to
Lounsbury’s work, we have sought finer-grained
mechanisms by going down to the micro level to
examine the interactions of institutional and cog-
nitive factors, an area that has so far largely been
neglected.

Second, the prior use of indirect measures has
made it difficult to say much about such motiva-
tions directly. Fortunately, the data for this study
provide a considerable window into the reasons
why organizational decision makers adopted a new
practice. To our knowledge, our study is the first to
directly assess adoption motivations rather than
merely infer such motivations from either the ab-
sence of significant coefficients or postadoption be-
havior. Since the conventional two-stage model of
adoption motivations forms one of the central prop-
ositions of the diffusion literature, our findings
thus carry important consequences for this branch
of research, as well as for institutional theory more
broadly. In particular, our study illustrates the
value of research designs that examine motivations
and furthermore validate their findings by develop-
ing additional hypotheses regarding their effect on
outcomes of interest. As we have shown, looking at
both motivations and their predicted effects pro-
vides a richer picture of how decisions are made,
enriching our view of both the decision process and
the decision makers themselves. Specifically, we
have shown that both early and late adopters report
having both social and economic motivations for
adopting TQM, albeit for pursuing social and eco-
nomic gains versus avoiding social and economic
losses. Overall, our findings support rethinking the
institutional diffusion model’s dichotomization of
social and technical motivations for adopting
innovations.

Finally, the current study deepens understand-
ing of why the implementation of new practices is
frequently shallow or even nonexistent (e.g., Meyer
& Rowan, 1977; Westphal & Zajac, 1994)—an area
that has drawn increasing research attention. In
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particular, we have shown that patterns of imple-
mentation are importantly driven by the interpre-
tation of the motivation to adopt. Our finding that a
motivation to achieve gains rather than avoid losses
is related to more extensive implementation dem-
onstrates how adoption motivations reach beyond
an adoption decision to affect implementation.
Since the successful implementation of organiza-
tional change is notoriously difficult, we believe it
is necessary to examine both motivation and out-
comes to fully understand partial implementation
processes.

Directions for Future Research

Although this study went considerably beyond
previous research to directly examine adoption mo-
tivations, more work is needed to understand how
adoption and implementation relate to organiza-
tions’ interpretations of situations in terms of gains
and losses. As we designed the survey data used in
this study to offer an extensive view of adoption
activity in an entire industry, these data trade
breadth for depth and therefore do not offer the
detailed analysis that an ethnographic study of the
adoption process could. Such a study could un-
cover factors that mediate the link between adop-
tion timing and motivations.

Furthermore, additional work is needed to un-
derstand the factors that lead organizations to in-
terpret adoption situations with a view to either
pursuing an opportunity or avoiding a threat. For
instance, are some organizations more responsive
to the avoidance of threats versus the pursuit of
opportunity? If so, what other factors (e.g., top man-
agement team composition, industry characteris-
tics, organizational life cycle) might predict issue
interpretation (Jackson & Dutton, 1988)? Such work
could provide new insights into the interplay be-
tween institutionally defined motivations and
adoption patterns in a variety of fields.

Another promising approach for future research
would be to shift the focus to further longitudinal
models of practice adoption and implementation.
Such a shift would allow researchers to say consid-
erably more about the relationship between timing
and motivation than is currently possible. As we
noted earlier, the data used here suggested associ-
ations but did not allow us to test causal relation-
ships. In contrast, longitudinal data would allow us
to explore in more detail the links between moti-
vations and adoption timing. Such data would also
enable future research to examine how, perhaps,
different models of a practice emerge, spread, or are
abandoned in diffusion, allowing for a truly dy-
namic modeling of the process, whereby later

adopters can learn from the experiences of earlier
adopters and early adopters may likewise modify
their practices to conform to models that only
emerge later in a given diffusion process. However,
such longitudinal models face considerable chal-
lenges of data collection on adoption motivations,
especially when an adoption period spans half a
decade, as was the case here. As an alternative to
archival data, we believe experimental work could
fruitfully extend theorizing about the mechanisms
at work here. Specifically, such work could deepen
understanding of the links between cognition, mo-
tivation, and organizational decision making. The
resulting data would also allow us to explore in
more detail the differential ability of economic mo-
tivations to predict implementation.

It is also worth noting that the data in our study
come from a highly regulated industry, in which
institutional norms loom particularly large (Deep-
house, 1996). Although legitimacy concerns or the
value of being perceived as a market leader may not
be as great in less-regulated industries, other re-
search has suggested that gains from social ap-
proval may also be found in different industries
(e.g., Staw & Epstein, 2000). However, more re-
search is needed to establish the role of industry in
setting boundary conditions for the effect of both
economic and social gains and losses.

Conclusion

In this study we aimed to rethink the role of
motivations in the diffusion of practices among
organizations. Specifically, we have argued that
logics of efficiency and legitimacy are more com-
patible than has been generally assumed. Both le-
gitimacy and efficiency factor into the moves of
both early and later adopters—that is, wanting to
look good does not preclude wanting to do well.
Although organizations and managers are fre-
quently subject to constraints that limit their ability
to be mindful of practices or habits of thinking that
are taken for granted in their institutional environ-
ments, we believe the extent of mindless imitation
has been overstated. Early on, institutional theory
was criticized for casting managers as unreflective
followers of whatever appeared to be legitimate
(Perrow, 1986), but more recent research has taken
considerable steps toward recognizing greater man-
agerial agency (cf. Dacin, Goodstein, & Scott, 2002).
We suggest such approaches will benefit consid-
erably from drawing on social psychology to en-
rich the theory of managerial motivations (George
et al., 2006). The current article represents a fur-
ther step in this direction.
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APPENDIX
Implementation Measures®
1. Overall Level of TQM Implementation

Respondents were asked: “Please indicate on the scale
below the extent to which you believe that at this point
in time CQI/TQM philosophy, principles, and methods
have been implemented throughout your hospital. IN
ANSWERING THIS QUESTION, PLEASE CONSIDER
THE EXTENT TO WHICH PEOPLE IN YOUR HOSPITAL
UNDERSTAND CQI/TQM IN TERMS THEIR DAILY
WORK AND HAVE INTEGRATED IT INTO THEIR
DAILY WORK.”

The response scale for this measure ranged from 1,
“not at all implemented,” through the midpoint “about
half the organization actively using CQI/TQM” on the
midpoint, to 10, “100% of the organization actively using
CQI/TQM.”

2. Extent of Senior Management and Full Time
Equivalent Staff TQM Trained

Respondents were asked: “Please provide your best
estimates of numbers for the following items as of the end
of calendar year 1992.” They entered answers to the
items below in each of two columns, one headed “Senior
Managers (Associate Administrator Level and Up)”; the
other headed “Total FTE Personnel.”

Items were “a. Total number in the organization?” “b.
Number participating in formal quality improvement
training?” and “c. Number who have participated in
quality improvement teams?”

3. Use of TQM Tools by Departments/Teams

Respondents were asked: “Please indicate below the
extent to which your hospital uses the following quality
assurance/improvement tools.” Response options were
“Don’t use at all,” “Used by a few Depts/Teams,” “Used
by many Depts/Teams,” and “Don’t know.” Quality as-
surance/improvement tools werelisted as follows:

a) Pareto diagrams

b) Cause and effect ‘fishbone’ diagrams
c) Control charts

d) Run charts

e) Histograms

f) Scatter diagrams

g) Process flow charts

h) Affinity diagrams

i) Nominal group methods

j) Brainstorming

@ Wording and in-sentence formats are verbatim.
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