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Chapter 4 Cohabitation 
 

4.1 Introduction 
 

Social order builds upon reciprocity and representativity. Reciprocity tells about external quid 
pro quo’s. It is a derivative of the conditions of dependence between organizations. Repre-
sentativity informs about the capacity of organizations to act as an authoritative identity. 
Authoritative identity derives from a shared sense of direction, both in the eyes of the 
members and in the perception of an organization’s counterparts. Representativity is a deri-
vative of the conditions of reciprocity inside organizations, that is, a function of the relations 
of dependence between the members of organizations and associations. 

Representativity and reciprocity are the driving forces of nested games and its collec-
tive outcome: the negotiated texture of social order. This chapter delves deeper into the 
meaning of these concepts. Understanding the principles of social order helps to under-
stand more precisely what was said in the preceding chapters about the mechanics-of-
compliance, and about change and continuity in compliance-regimes, such as the transition 
from the Old to the New discipline. 

The negotiated order of capitalist games may be summarized as a specific, yet shifting 
mix of two complementary stratagems: accommodation and containment. By analyzing the 
mix it will be possible to explain, first, the way in which market and non-market actors con-
clude to specific forms of reciprocity. Second, it will become clear, whatever the optical 
illusion of symmetry at the front-stage, how asymmetrical reciprocity sometimes turns out 
to be at the back-stage of capitalist discipline. 

The conceptual exercise is made concrete by a “laboratory” example of the workings 
of accommodation and containment. For that purpose we look at the Dutch prototype of 
concerted action in industrial policy-making, from its inception during the inter bellum 
period to its gradual demise in the late 1980s. We selected the Dutch prototype for its 
“measuredness” and remarkable “Lampedusan” talent for continuation-by-adaptation. The 
selected time-horizon proves to be long enough to illustrate how changing conditions lead 
to changes in codes and commitments between the architects of capitalist order. 

The “architects” are governments, firms, trade associations and labor unions. Indus-
trial order through accommodation and containment is the outcome of negotiating 
processes at multiple levels of organizational decision-making, that is, the macro-political, 
the meso-sectoral, and the micro-corporate level of handling the puzzles of interdependent 
choice. As we will see more completely further on, two aspects of the nested games in this 
multilevel theatre deserve special attention. First, the time-span of strategy-formation differs 
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from level to level. Given these differentials it is of vital importance to the actors to control, 
somehow, the cross-level timing of choices and coordination. The capacity to influence the 
mix of the varying time-spans is dependent on the capacity to influence the composition of 
the arena. The composition of the arena includes such questions as: who participates in which 
stage at which level?, and who is excluded? The capacity to influence the composition of 
the arena defines the capacity to influence the setting of the agenda. Agenda-setting re-
volves around questions of which issues will be included, when and for how long, and 
which issues will be organized-away at which level, that is, determined to be a non-issue. The 
latter question refers to a second aspect that we have to pay attention to. Given a specific 
constellation of the strategic triangle of timing, arena and agenda, the “mobilization” of bias 
may become a self-propelling mechanism. This possibility may have quite radical implications 
for the way we think about the phenomenon of “non-decision making” (after Bachrach & 
Baratz, 1962; 1963; Lukes, 1974). Moreover, once the mechanism of strategy-formation has 
got a momentum of its own, this may have far-reaching consequences for the extent to 
which the architects of order want to be held accountable for the logic and the substantive 
outcomes of the game. Further-on we will see what this means for our practical 
understanding of the making and unmaking of capitalist order. 

Before developing that theme, we first present a précis of what conventionally is seen 
as the subject of industrial strategy-making. After that a description and assessment of the 
Dutch case is given. And then we reconsider the facts from a negotiated order annex nested 
games perspective. 

 

4.2 The protocols 
 

The official targets of industrial strategy-making cover a broad area. The scope may vary 
from changes in the proportion of the factors of production employed at the level of 
individual firms, to changes in the horizontal composition and the degree of vertical 
integration of industries – eventually differentiating large versus small, focal versus peri-
pheral, and import-substitution versus export-oriented firms – up to changes in the rela-
tions between sectors of the economy as a whole. At a higher level of aggregation, industrial 
strategy-making aims at the modernization of a national economy in response to (changes 
in) the conditions of international competition and employment, quantitatively and quail-
tatively, and may include such aspects as pollution control, economizing on energy and raw 
materials, a balanced regional distribution of economic activities and employment, for 
instance in order to avoid congestion and unacceptable inter-regional disparities in 
economic welfare. The forms of industrial strategy-making range from direct to indirect 
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modes of firm-to-firm and government-to-industry coordination, alternatively implemented 
by a varying mix of positive and negative incentives (e.g., withholding financial support) and 
ranging from macro-generic to micro-specific methods to bring about the varying 
ambitions listed above. 

At first sight, one would expect a high profile for this specimen of strategy-formation, 
given the redistributive nature of the strategy-targets: 

 Industrial strategies affect both new and established industries that used to enjoy 
the status of industrial champions (e.g., shipbuilding, textile, steel, chemicals); 
 While absorbing considerable amounts of state finance, the necessity comes closer 
to find a trade-off between the promotion of promising versus the assistance of 
ailing industries; 
 Structural unemployment, even the one that goes with the “spontaneous” 
reorganization of economies, may be expected to politicize the debate on the 
appropriate means and goals of industrial policy-making; 
 Finally, whether principled or simply opportunist, industrial strategies affect 
societies as a whole while redefining the status of skills and competences, changing 
the stratification of pressure groups and interest associations, sharpening the clash 
between the employed versus the unemployed, and so on. 

 
The Netherlands’ variety of industrial strategy-making shows some remarkable continuities. In 
spite of its inherently conflictory nature, the Dutch practice has always been low-profile, 
that is, an a-political, defensive and procedural rather than substantive nature. Since the 
great pre-war depression, arguments and instruments in this area have been grosso modo 
variations on repetitions. What did change since the last decade, is the uncertainty about the 
rules of the game after a flood of initiatives to “deregulate” state-regulations, to “privatize” 
state-activities and to substitute independent “expertocracy” for tripartite consultation and 
consensual decision-making. The latter, however, appears to have done more to the acces-
sibility and the visibility of the size of state involvement than to the transparency and 
effectiveness of the processes of strategy-making. Apparently, changes in strategy and 
industrial order follow a logic of their own (not in the Galbraithian sense of systemic 
“imperatives” or the Chandlerian “efficiency-drive” of the Visible hand, but in the sense of 
Elsterian “mechanisms” that explain how, under specific conditions, the “logic of agency” 
takes precedence over the “logic of agents”, as suggested from the nested games-
perspective sketched at the end of Chapter 3). 

For a long time the role of the state has been primarily to assist in solving the recurrent 
problems of excess capacity in a range of industries. This led to a peculiar form of cove-
nants between government and industry. However, the risks and costs associated with 
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crisis-triggered agreements gradually shifted the emphasis from accommodation to contain-
ment, that is, to methods for increasing the discipline of the protagonists. For a remarkably 
long time the loss of status of erstwhile leading firms did not entail a proportional loss of 
pressure potential for the former champions. This status-incongruence resulted in a gro-
wing indeterminacy of firm-to-firm, industry-to-union, and business to government agree-
ments. How this indeterminacy stems from changing conditions of interdependence 
between industry, unions and the state, can be shown by looking respectively at the front 
and backstage of the industrial policy making process. 

 

4.3 The front stage 
 

The roots of the politics of accommodation and containment lie in the first and, more re-
cognizably, second decade of the former century. The inter bellum is the formative period 
for the basic philosophy. The philosophy can be summarized as a pragmatic mixture of 
ideological ingredients and learning-by-doing. Accounts agree that since the time that the 
Department of Economic Affairs embarked on industrial policy making, it were the cap-
tains of industry that taught the Department and not the reverse. At most the Department 
played a role as a catalyst in accommodating conflicting interests – for instance between 
industrial and financial capital, between protectionists and free traders, between industrial 
interests in the South versus the North and West of the country, between the basic indus-
tries versus the others, etcetera – but both the inspiration and the subsequent imple-
mentation of policies agreed upon came, and still comes, from the business establishment 
itself. Nothing substantial can be accomplished without the explicit fiat (in the case of una-
nimity) or the informal consent (in the case of non-unanimity) of the strategy-subjects 
themselves. The state has always shown a strong interest in tightly orchestrated, monopo-
listic representations of its counterparts. Monopolistic representation un-burdens the state 
from dealing with individual dissenters or factional divides. It is only since the end of the 
1960s that the labor unions became involved in the co-definition and implementation of 
(mainly reactive) industrial restructuring policies. The unions were – and still are – non-exis-
tent in the proactive parts of industrial strategy-making, both constitutionally and practically. 
As can be seen below, the leader-ship of the unions proved never to be unhappy with this 
state of affairs. 

In a meticulous description of Dutch industrial policy making during the 1930s and 
the decades following the Second World War, De Hen (1980) mentions three continuities. 
First, from the onset policy-formation has been characterized by obligingness vis à vis the 
industrial establishment. Laisser-faire principles were, so to say, not opposed but guided. 



CAPITALIST DISCIPLINE 

 83 

Guidance means: correcting for the direst consequences of the free play of market forces 
through state-supported campaigns directed at protecting basic industrial activities like steel, 
transport (shipyards) and petrochemicals and attracting foreign direct investment in sectors 
deemed essential for the composition of the economy. A second continuity is the modest 
degree of planning in the orthodox sense of the word. The third continuity is the virtual 
absence of any scholarly underpinning of industrial policy making and strategy formation. 
“Theories” that were brought up in defense of specific approaches and institutional 
arrangements can, at best, be qualified as rationalizations of existing belief systems – for 
instance the harmonic-organicist thought of catholic origin and the interventionist-
contractarian heritage of socialist vintage – rather than as the fruits of stringent political-
economic and institutionalist reasoning (for a concise portrait of the religious and secular 
roots and rivalries behind “neo-corporatist” thinking, cf. Wassenberg, 1978; 1980a). 

Following De Hen (1980), the mixture of ideological and pragmatic ingredients 
stimulated an “intimate collaboration” between state and industry. The informal under-
standings between state and business, enacted in the 1930s, make it clear why the Dutch 
variety of concerted action never assumed the form of formal economic planning and re-
gulation (ordening, in Dutch) – except in episodes of massive economic disaster during which 
business temporarily conceded to it out of sheer self-preservation. 

Ordening meant the overt concentration cum covert centralization of economic decision-
making by means of direct cartelization and indirect satellitization, most of the time tole-
rated if not promoted by the Department of Economic Affairs and not seldom comple-
mented by protectionist practices. However, being a risky recipe for an open, export-orien-
ted economy, protectionism had to take the form of informal, extra-legal understandings 
between selected parts of the industrial establishment and the Department of Economic 
Affairs. Analogous arrangements emerged between the Department of Transport, Traffic 
and Waterways, the Department of Agriculture, etcetera, with their respective clienteles. 

The quest for ordening fitted in with the drive (observable in all capitalist industrial 
states around that time) towards large-scale, vertically integrated companies and cartel-
zation (see Chapter 2). Though never averse from cartels and other forms of restrictive 
market-practices, from the onset of the great depression the Netherlands’ government 
finally came to designate the promotion of cartelization as its official policy. Import restrict-
tions as well as subsidiary financial arrangements became deliberately and effectively 
oriented at the formation of cartels. After a while the state even acquired the formal compe-
tence – in fact: could not refuse the industrialists’ offer – to ratify restrictive agreements and 
market-sharing treaties (a competence called the Act on Ordening). In addition it accepted 
the complementary competence to impose barriers to entry in most sectors of the economy 
(the so-called Bedrijfsvergunningenwet, an Act on the regulation of the establishing of new firms 
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or plants). So the mixed private-public practice of industrial “concertation” incrementally 
managed to acquire official status. The accompanying principles of rationalizing and mora-
lizing soon followed. 

Apparently unaffected by new acronyms, instruments and agencies, and untouched by 
the variations in “theories” invoked to rationalize and legitimize the strategies pursued – 
until the late 1970s every major industrial policy proposal, whether “generic” or “specific”, 
became to be based on an official troika: (1) a balanced distribution of productive capacity, 
(2) the prevention of excess-capacity (some-times supplemented by calls for innovation), and 
(3) the reduction of unemployment. As noted above, the troika was neither based on rigo-
rous analytical reasoning nor supported by any bunch of empirical evidence. It just emerged 
and subsequently got settled on the basis of preaching-by-doing. The objectives continued 
to be unspecified enough to preach efficiency in soliciting state-assistance (financially or 
otherwise, e.g., market-regulation, quota rulings, etcetera) rather than teaching or demon-
strating its effectiveness on behalf of the modernization of the economy. 

 
Respectable beliefs 

Belief systems make social life predictable, while serving as a means for moralizing and ratio-
nalizing compliance (to paraphrase Lowi, 1964). Predictability makes that belief systems tend to 
assume the status of “scientific” theories. Whether the canons of academic orthodoxy confer 
respectability on this practice or not, is not what matters. What people define as social order 
becomes paraphrased in behavioral maxims; maxims become axioms and axioms imperceptibly 
assume the status of theory. What people define as theoretically sound, is real in its 
consequences. 

 
As will be shown below, state officials, unions and firms (and their associations) – contri-
bute in a vicious way to the discrepancy between practice and rhetoric. The rhetoric: from 
now on policies should rather be structural, comprehensive and consistent. The practice: 
policies remain ad hoc, fragmentary and, by and large, inconsequential. Before trying to 
understand that – the backstage story – let us first round-off the front-stage account. 

From 1948 up to 1963 eight “white papers” were published on (re-)industrialization, at 
first to recover from the losses of the war and to rebuild the national economy. After that 
arguments were put forward to shift the composition of the economy from the pre war-
orientation on agriculture/fishery, mining and especially trade towards a more genuine 
industrial orientation. Around 1963–1975 the first signs of a lack of productivity growth, a 
loss of competitiveness and an over-representation of saturated markets in the industrial 
composition of the economy became visible. From 1975 on governmental objectives 
become more attuned to growing disparities in the development of specific sub-sectors and 
branches. Concerns arise about growing unemployment, combined with increasing excess-



CAPITALIST DISCIPLINE 

 85 

capacity, underemployment of capital and the apparent lack of technological and 
commercial adaptation to changing international market conditions. From the time that 
these characteristics came to be recognized as structural mismatches rather than as short-
cyclical deficiencies, pressure mounted for more consistent and fine-tuned responses. The 
first 1973-oil crisis did the rest to fuel a the common sense of urgency. 

Strikingly enough, in spite of the commonly felt urgency of promoting a home-based 
industry, both as a remedy for balance of payment-deficits (import substitution) and as pro-
spective employment for a growing labor-force (apart from the need to absorb the shake-
out from agriculture), none of the “white papers” mentioned above spelled out quantitative 
targets concerning employment and investments. Absent as well were indications of how 
more precisely these declaratory policy-objectives might be communicated to and imple-
mented by the industrial community itself. Thus, in accordance with the low-key legacy 
from the inter bellum era, the immediate post-war character of policy-making remained of a 
grossly unspecific, aggregate and noncommittal nature (“take-it-or-leave-it”). Apart from 
two or three more sizeable ventures (such as state-participation on behalf of the steel and 
petrochemical industry and support for the improvement of the national airport, both 
considered essential for a retake-off of the economy) and apart from facilities and agencies 
established for the sake of investment promotion and improvement of the technological 
infrastructure – up to the early 1960s official policy making remained dedicated to “impro-
ving the business climate” and its natural ally: tight wage-controls. 

For the remains of the pre-1980s nothing substantial that diminished the gap between 
activist rhetorics and reactive practices can be reported. After the specious calm of the 
1960s and the first half of the 1970s a collection of official papers appeared on the issues of 
regional, sectoral and technological innovation. At the end of the 1970s the cumulatively 
expanded fabric of industrial strategy-instruments comprised more than 120 separate 
regulations, co-administrated by more than a dozen of separate agencies, banks and inter-
departmental institutions, fed by a disordered array of partially overlapping, partially 
incompatible budgeting systems. To what extent and for how long can a modern industrial 
state tolerate a growing mismatch between changing political-economic dependences and 
the institutional matrix construed for governing these dependences? A tentative answer may 
be gathered from a report published by the highest advisory body of Dutch government, 
the independent Scientific Council on Public Policy, on the Place and Future of Dutch Industry 
(Wetenschappelijke Raad voor het Regerings-beleid, 1980; hereafter referred to as PFI ’80). 

PFI ’80 advocated to release industrial policy making from the institutional ossification 
associated with the tripartite consultative machinery. As an alternative it proposed a central 
committee composed of “totally independent” experts who would advise government on 
selecting promising sectors and industries. The committee would draw its inspiration for 
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“picking the winners” from information provided by a “National Development Society”, 
which in turn would be informed by sector committees. At all levels the staff would be 
experts who, though eventually recruited from business or labor, so having an antenna for 
what is going on there – would operate independently from interest group instructions or 
consultations. Government and parliament should have a final say in the selection and 
financing of projects showing a fair “chance of success”. 

At hindsight it is remarkable how approvingly business and labor digested the un-
orthodox shock-therapy of PFI ’80. As expected, the diagnosis of the structural problems 
of the economy met with general approval. Rather unexpected was the response to the 
institutional proposals. Its frankly anti-tripartite thrust caused the least problems for the 
employers’ associations. They declared to be ready to substitute expertocracy for extant neo-
corporatist practice, provided expert-councils and development-agencies would keep aloof 
from the bogey of binding sector-reorganization scenarios. A second proviso from em-
ployers’ side urged the Department of Economic Affairs to preserve its nominal outsiders’ 
posture, that is to maintain an arm-length position outside the tripartite set-up but without 
abolishing the machinery of state-subventions. 

Even the labor unions said to favor institutional reform, given their mounting dis-
comfort with the Old discipline’s division of tripartite liabilities. In their view, however, 
central government should take the lead in formulating industrial-strategical priorities. Once 
cabinet and parliament found out what they wanted, negotiations should be carried out 
directly between state, capital/management and sector associations. During this stage the 
unions should stay out lock, stock and barrel. Only when state and capital had reached an 
agreement and would conclude on concrete commitments, labor unions would consider the 
external and internal labor-market implications of the proposed agreement and start nego-
tiations according to their interests and insights. 

Conclusion: from the architects of industrial order there was neither head-on oppo-
sition against nor outright endorsement of the PFI ’80-proposals. First of all, the proposals 
did not interfere directly with the Old discipline’s principle of shared “limited liability”; a 
principle that emerged in the late 1960s when the larger part of the labor unions decided to 
substitute an ex post “control” – for an ex ante “participation”-strategy prevailed from the 
1950s until the early 1960s. In that sense one may say that the “disrespect” of the authors of 
PFI ’80 for the neo-corporatist heritage was not based on courage or fancy. Curiously 
enough, the hubbub that arose about the PFI ’80-proposals came mainly from the outsiders. 
For instance, academic experts on industrial relations predicted that the substitution of 
expertocracy for tripartism and neo-corporatist forbearance, would aggravate rather than re-
medy the flaws of the Old discipline, that is would lead to an increase in non-commitment, 
free-ridership and collective non-accountability. In other words, independent expertise pre-
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sented as the way-out of tripartite irresolution was not expected to deliver what the social 
fabric most urgently needed, that is, a new consensus on strategic priorities and binding 
commitments for the sake of industrial renewal. 

In line with the politics-of-depoliticization and incrementalism, showing an un-
remitting bias to add new constructs to extant practices rather than replace or alter old 
customs, government asked the summit of the Dutch neo-corporatist pyramid, the tripartite 
Social Economic Council (Sociaal-Economische Raad), for its opinion about the proposal to 
abolish the premises of neo-corporatist policy making. Predictably the Social-Economic 
Council answered that it would be quite conceivable to live with the best of two worlds, 
that is having an expert-based infrastructure for the design and development of focused 
sector strategies, while maintaining a tripartite infrastructure for the execution of compre-
hensive industrial strategies. Meanwhile the labor unions insisted on a more compelling arti-
culation of the directive role of the Departments of Social and Economic Affairs in matters 
of structural, sectoral and corporate renewal. Government, without too much dissenting 
opinions from parliament, reiterated the argument that politicians should refrain from assu-
ming an initiating, let alone directive role since politicians and public officials allegedly 
lacked the pertinent expertise. Employers’ associations, financial institutions and industrial 
leaders declined categorically to commit the “market” to binding sector-scenarios and cor-
porate reorganizations. In the vacuum of this consortium-of-veto’s, the tripartite machinery 
of non-decision making resumed its classical role. Of the projected PFI ’80-architecture of 
Councils and Committees only an expert-based, mixed-financed “Agency for Industrial 
Projects” (Maatschappij voor Industriële Projecten) was all that survived. After a couple of years 
even this last flare-up of former aspirations dissolved in silence. With that the subject of 
comprehensive and sectoral industrial strategy-making disappeared once and for all from 
the public agenda. 

Dutch leniency in handling industrial-political matters can be epitomized in two dia-
metrically opposed documents. On the one hand there is an unusually ambitious white-
paper on “selective economic growth”, published by the government in 1976 (Nota inzake 
Selectieve Groei), advocating a strategy-shift from “sunset” to “sunrise” sectors, including a 
focus-shift from energy-intensive to energy-saving and less polluting activities. According to 
this document, focus and strategy were supposed to be based on a solid tripartite consensus. 
On the other hand, as reviewed above, there is the equally prestigious non-governmental 
canon on the “place and future of industry”, articulating comparable aspirations, but this 
time to be realized by the non-tripartite consensus of “independent experts”. Since the clo-
sure of this episode expertocracy and tripartism continue to live apart together. For under-
standing this square of the corporatist circle we must quit the front-stage and learn more 
about the back-stage of the game of the politics of cohabitation. 
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4.4 The back-stage 
 

How to explain the persistence of the gap between rhetorics and practice? In an allegedly 
rational world it is not the continuity of practices but rather the persistence of elusive 
rhetorics that might intrigue. Part of the answer may be found in the “functional” ratio-
nalization of officials warning that a larger degree of transparency of the fabric of policy-
making generates unwanted “me-too”-precedents. Besides, there is the standard repertory 
of arguments that points out why it is impossible, however unfortunate, to make the pre-
mises of policy-making more consequential: 

 Net policy effects cannot unambiguously be established because regulations and 
policy-instruments that perform positive functions for some objectives (for instan-
ce economic stability), may have negative effects on other dimensions (for instance 
industrial innovation or environmental protection); 
 The evaluation of the impact of policy instruments takes several years, thus impe-
ding timely feedback and subsequent corrective action; 
 One never knows whether the non-use of an instrument might have had less favo-
rable results than seems to be the case at face value (windfall effect); 
 Instruments may have negative effects for others than the members of the target-
group for whose welfare a specific measure was designed (displacement effect). 

 
Diagnosing defects of policy-making in terms of rational-technical imperfections – “lack of 
information”, “dearth of proven instruments”, “contradictory nature of cross-policy pur-
poses” – tends to look for technical-rational remedies. Allison (1971) has proposed to look 
beyond this “rational actor”-caricature and to interpret deviations from perfect rationality as 
the consequence of “bureaucratic politics” rather than as their cause. The heuristic potential 
of Allisons’ approach can be enlarged when his analysis of intra-bureaucratic politics is ex-
tended to strategies-among-bureaucracies. Treatises that start from a Weberian-Michelsian 
view on intra-bureaucratic politics are trained to see the imperfections of bureaucratic ratio-
nality as manifestations of “failing loyalty” or “incomplete compliance” (Weber on “ratio-
nal-legal bureaucracy”) or as a correlate of the “democratic deficit” of voluntary asso-
ciations (Michels on the “iron law of oligarchy”) – eventually supplemented with the up-
dated idiom of “bounded rationality” and “incremental decision-making”. Game-theore-
tically inspired interpretations, instead, make aware of other possibilities: they enable to see 
bureaucratic failure and democratic deficits as a consequence of the “rational” search for 
the reversibility of intra and inter-organizational commitments – as something that has to do 
with the tactical/temporary advantages of unclearly specified threats and promises among 
oligarchies and oligopolies. The search for reversible commitments offers a “positive” ex-
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planation of the emergence (and persistence) of less-than-perfect hierarchy and rationality 
(Schelling, 1956: 282-294) – an explanation that is probably superior to the ones that start 
from the bounds of rationality and legitimacy as a consequence of the “technical-cognitive” 
complexities of modern life. Later on we will see how this insight can be extended to the 
paradox-of-rationality for “rational egoists” of helping others, included adversaries, in solving 
their troubles with “incomplete compliance” (for instance, due to an undisciplined con-
stituency) and what the perverse consequences may be for the latter of not-refusing that kind 
of assistance. 

 

About oligarchy 
Among the conventional wisdom of bureaucracy analysis belongs the contention that 
public and private hierarchies have an important property in common: they have a shared 
stake in the reduction of uncertainty. Both want to minimize instabilities in their envi-
ronment. However, the modes of coping with uncertainty and achieving stability are 
opposed. Ideal typically government bureaucracy has to do with the stability of behavior in 
society at large and between and within the departments of the state apparatus. Stability is 
supposed to be promoted by standardization, eventually completed by stirring-up the com-
petition between client-systems and/or competing interdepartmental domain-claims. Firms, 
on the other hand, are said to search for predictable behaviors of competitors, suppliers, 
customers and govern-mental actors. Stability, in this stylized juxtaposition, is promoted by 
differentiation and the suppression of competition. These are sought by establishing hierarchical 
relationships in an industry or market and by creating privileged (“clientelistic”) connections 
with specialized (“patronizing”) niches in the govern-mental bureaucracy. Thus, again ideal 
typically speaking, public hierarchies look for Weberian equalities whereas market hierar-
chies look for “Schumpeterian” inequalities. What nonetheless keeps the two “metho-
dologies” on speaking terms, is a shared search for limited liability. How do actors reconcile 
their proper search for limited accountability with the search for predictability of their 
counterparts? Our tentative answer: by blurring liabilities. 

For quite some time convincing arguments are put forward to pay more attention to 
the dynamics of internal bureaucratic competition – at odds with the Weberian notion of 
unquestioned hierarchy or, at the other end, the Anglo-Saxon notion of atomistic-utili-
taristic competition between monolithic bureaus and agencies (see for instance Niskanen, 
1971; Tullock, 1970). According to Breton & Wintrobe (1982), the mainstream wisdom on 
public bureaucracy starts from the “monopoly presumption” assuming that “bureaucracy” 
may be modeled as a single bureau, and that decision makers within that bureau have a 
single (set of) objective(s), so that the bureau itself behaves as a “monolithic unit”. Instead, 
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they propose to see: “competition (as) the most general assumption to make about bureau-
cracy – no less in government bureaus than in private corporations. Impediments to com-
petition do arise in bureaucracies. But we believe that these impediments are best under-
stood as restrictions imposed within a general framework of competition” (Breton & 
Wintrobe, 1982: 89-90). 

In their view intra-bureaucratic competition should not be seen as a struggle by indi-
vidual bureaus for jobs or budgets (the mainstream-view, going back to the earlier classics 
for instance, Penrose, 1959; Cyert & March, 1963; Thompson, 1967; Williamson, 1964), but 
as a competition for positions or membership in bureaucratic “networks” and as the com-
petition for the allocation of resources between networks and bureaus. According to the 
authors inter-bureau competition enlarges rather than constrains the “capacity for selective 
behavior”, that is the room for managerial or bureaucratic discretion. The question remains 
where upper and middle public management get their inspiration from when exploiting or 
stretching their discretionary margins. Explaining the logic of bureaucratic conduct is one 
thing, explaining the substance is another. For understanding the substance a cross-over is 
needed to “the other side” where private bureaucracies enter and the “circular causation” 
(Kapp, 1976) of public-private inducements starts. Looking through the public-private 
screen shows how the negotiated order emerging from the rivalries inside public and private 
hierarchies feed on the negotiated order emerging from rivalries between market and non-
market hierarchies (to borrow the terminology from Pitelis, 1991). 

 

About oligopoly 
As with the analysis of intra-bureaucratic conduct, it appears to be fruitful for the analysis 
of the stratification of markets to take games and networks, rather than transactions and firms 
as the basic unit of analysis. In Chapter 3 we have seen how a transaction-costs perspective 
hypothesizes that markets tend to become hierarchised when inter-firm transactions exhibit 
a high degree of uncertainty, recur frequently and require durable transaction-specific 
investments to realize least-cost supply. Under these conditions strategic behavior is 
assumed to be governed by “bounded rationality” and “opportunism”. Opportunism refers 
to “making [...] self-disbelieved threats or promises”, noting that “[...] it is not essential that 
all economic agents behave this way. What is crucial is that some agents behave in this 
fashion and that it is costly to sort out those who are opportunistic from those who are 
not” (Williamson & Ouchi, 1983: 16-7; italics in the original). 

As we have seen, others, like Daems (1983) and Aoki (2003), have enriched the pos-
sible range of institutional options by introducing network-type relationships, such as fede-
rations and communes. Butler (1983), starting from similar premises, adds the “vagueness” 
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of transactions as another potential determinant that may influence institutional choice. His 
concept of “vagueness” reminds of the role of “difficulty” in Niskanen’s explanation of the 
choice between private suppliers versus public bureaus for performing specific tasks: “The 
primary reason [...] for choosing bureaus, rather than profit-seeking organizations, to supply 
services [...] is the difficulty of defining their characteristics sufficiently to contract for their 
supply” (Niskanen, 1973: 10-11). 

Plotting the “complexity” of transactions on a qualitative scale from low to high de-
grees of respectively “uncertainty”, “interdependence” and “vagueness”, Butler expects that 
markets tend to become hierarchized when the first two variables assume high values and the 
last one is low, whereas networks or communes will replace market-type transactions when 
the latter exhibit a high degree of “uncertainty”, “interdependence” and “vagueness”. 

 

When oligarchy and oligopoly meet 
Applied to the institutional matrix of industrial strategy-making, the implications of the 
(enlarged) transaction-costs perspective look as follows. Uncertainty, interdependence 
and the vagueness of the stakes of the game of industrial policy-making predict a strong 
propensity to a more or less “hierarchical solution” for the problems of coordination, 
allocation and the monitoring of transactions. Both the competence and the competition-
trap (see Chapter 1) will inspire to some form of hierarchization of firm-to-firm and 
government-to-business transactions. Considering the earlier sketch of industrial policy-
making as an inherently controversial/adversarial sort of politics, it seems safe to assume 
a potentially high incidence of opportunistic behavior, information-impactedness, re-
current and irreversible transaction-specific investments, large commitments in terms of 
financial and human resources, organizational chauvinisms, and so on. These quail-
fications hold both for interfirm, business-to-government and capital-to-labor relation-
ships. Linking the internal and external tendencies to hierarchization, leads to the following 
propositions: 

 
P I The more “uncertainty”, “interdependence” and “vagueness” promote a quasi-hierarchical 
answer to the need for concerted action and, secondly, the more the search for economizing on 
transactions reinforces the hierarchical impetus – the more probable the emergence of the sorts of 
mutual containment that we know from models of oligopolistic accommodation and considerateness. 
P II The more successful the external politics of accommodation-and-containment, the more 
probable that the organizational slack stemming from external discipline will be spent on internal 
rivalries, that is: the more private and public hierarchies tend to form quasi-markets internally. 

 
This view places Breton & Wintrobe’s appreciation of the phenomenon of bureaucratic 
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competition in a proper context – thus offering a “thicker” explanation of the competitive 
cum cooperative interplay of internal and external networks. 

The next step is to qualify the hypothesized connection between the external and 
internal dynamics of accommodation and considerateness by introducing a, somewhat un-
expected, countervailing tendency: 

 
P III Internal factional rivalries tend to destabilize external commitments, that is to diminish the 
reliability of the politics-of-accommodation. Given the (legal, contractual, etc.) limits of “full” 
hierarchy, and given the presence of other constraints, such as the fear for (re-emerging) opportunism, 
the most probable net result will be, again, neither hierarchy nor market but some form of federation. 

 
The latter hypothesis is a first try-out to offer a specification of the behavioral axiom 
introduced in Chapter 3: under conditions of increasing uncertainty about the quid pro 
quo’s and the rules of fair play, economizing on transactions will more and more come to 
mean economizing-on-commitments. This eventuality has consequences for the way we look 
at the concept of internal reciprocity – a prerequisite for an organization’s representa-
tiveness – and the concept of external reciprocity – making for the credibility of inter-
organizational commitments. In the transactional context of industrial strategy-making, 
characterized by uncertainty, interdependence and vagueness of liabilities in terms of 
targets, criteria, externalities and so on, we expect that federations drive out hierarchies, 
while hierarchies will drive out markets (for more on the distinction between markets, 
hierarchies and federations, see Section 3.4). Industrial strategies are governed by the para-
dox of a “recurrent” prisoner’s dilemma: orchestration rather than cheating will be the domi-
nant strategy as long as each actor knows that the other actor(s) can retaliate on the next 
round. Only at the “final” round, analytically speaking, a game of recurring transactions 
becomes similar to a single-shot game, that is, conducive to cheating (hence the fear for 
“re-emergence of opportunism”). However, as each player might expect that (at least one 
of) his counterpart(s) may behave opportunistically at the final, and costly to find out who 
more precisely, it be-comes imperative for the other(s) to cheat at the round before the end 
of the game. The latter, trying to pre-empt this “law” of anticipated reactions, will start 
cheating before the final-round-minus-one, etc. As a consequence the “recurrent” pri-
soner’s dilemma-game resumes its self-perverting impetus: pre-emption does not pay. The 
only solution seems to be the sort of transient rationalization by which actors invest – “for 
the time being” – in each other’s interests, that is engage in some sort of exchange-of-hos-
tages. Again, the result will be a federative rather than a hierarchical or market-type “solu-
tion”. (In the concluding section we will have to say more about the unexpected results of 
this type of reciprocity). 
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Breton & Wintrobe point at an interesting internal mechanism that can be extended to 
support our hypotheses on the interconnectedness of internal oligarchization and external 
oligopolization. This chapter earlier asserted that a fall in demand, excess capacity, shrinking 
profits and the loss of status of former “industrial champions”, generate uncertainty. The 
need for certainty is translated into pragmatic coordination, within the industry as well as 
between firms, labor and the state. Sooner or later, in spite of government support and 
concessions from labor’s side, further cuts on expenditures and more radical reorga-
nizations will be needed. Following the hypotheses on the existence of competing oli-
garchies (quasi-markets) within private and public hierarchies, expenditure cuts and patterns 
of reorganization will follow another logic than a “managerial-rational” paradigm predicts. 
As Breton & Wintrobe (1982: 161) hypothesize: “Reorganization is [...] in part, a means of 
repaying debts and settling accounts within an organization”, and “bureaucrats will seek to 
implement cuts in ways that are least damaging to their long-run capacity for selective beha-
vior” – where “selective behavior” is hypothesized to be a function of and proportional to 
“past investments in intra-bureaucratic networks”. 

 
Loyalty and trust reconsidered 

Assume (after Breton & Wintrobe, 1982: 159ff) an exogenous fall in the demand for an orga-
nization’s output, leading to a reduction in its work force. Chiefs – that is, the top of the internal 
dominant coalition – possess skills that are organization-specific and are consequently less likely 
to be dismissed when demand is low. In this case, according to Breton and Wintrobe, cuts in the 
workforce have to come from among the subordinates or lower echelons and “would 
presumably be made throughout the organization on some formal basis, such as seniority”. 

Breton & Wintrobe conceive of bureaucracy as a network of internal networks in which 
from level to level subordinates offer loyalty to superiors and solidarity with colleagues on a 
competitive basis in exchange for membership in networks in order to acquire network-bound 
resources and status and to enhance their chances of promotion. The latter is assumed to be 
dependent on the position of their actual and prospective networks within the organizational 
stratification (cf. Allison’s (1971) “bureaucratic politics”-model, not mentioned in Breton & 
Wintrobe). Subordinates who are members of networks with senior bureaucrats will be aware – 
in the above mentioned situation of a fall in demand and consequently a fall in organizational 
resources respectively expenditures – “that if they are dismissed, they will never be repaid for 
the trust they accumulated in the past and for the loans extended” (Breton & Wintrobe, 1982: 
159). The network-leaders then face a dilemma: formally (à la Weber) they are supposed not to 
discriminate between those who are in their networks and those who are not. If they do not 
promote their own clique-members, they suffer a double loss: “i) they lose (the subordinates in) 
their network; and ii) those who remain in the organization will observe that network mem-
bership did not, in the end, turn out to be worth much.” (Breton & Wintrobe, 1982: 159) 

The consequence is that the very power-base – the reliability of the internal exchange sys-
tem – is undermined for the senior bureaucrats. The corrective reaction on the side of the 
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seniors will be to promote their most loyal clients/subordinates to a “non-dismissible” level in 
order to safeguard their own (network) creditworthiness. 

 
The foregoing opens an a-moral view, free from rationalistic overstretch, on the role of 
trust and loyalty for the preservation or erosion of the capacity of organizations to act as 
coherent and authoritative entities. It may be the beginning of a decent, “asset-based” 
theory of the ups and downs in the representativity of organizations and interest-associations. 
It may be the foundation for a non-idealist explanation of the capacity of (federations of) 
organizations not to learn from strategic failure or ineptitude. It may be the basis, in short, 
for explaining – from within – the fossilization of strategy. 

Summing up, it appears plausible to assume a (time-lagged) correspondence between 
the fear for opportunistic behavior – inducing the recurrent search for containment and pseudo-
hierarchization inter-organizationally – and the fear for network insolvency – generating oli-
garchization and pseudo-competition intra-organizationally. Intra-bureaucratic cliques “in-
vest” in external networks, as external networks are employed to acquire the material and 
immaterial resources to build and preserve intra-organizational cliques. This sort of a politi-
cal-economic “contingent reciprocity”-theory offers the inspiration for a realist interpre-
tation of the conservative biases of industrial strategy-making – probably more enlightening 
for our apprehension of the persistence of the divide between rational intents and irrational 
outcomes than either the axioms of technical-rational “imperfections” or the rationalistic as-
sumptions of managerial “learning”. A nested-negotiated order perspective, makes aware of 
a more subtle explanation of the “automatism” of the reproduction of order-in-spite-of-
social-discomfort than the explanations built on the intellectually more “lazy” postulates of 
“institutional inertia” or “the arrogance of power”. The next two sections trace some ante-
cedents of the perspective defended here. They review earlier thoughts on the constituent 
strategies of social and economic order: accommodation and containment. 

 

4.5 Cohabitation 
 

Looking at social order from a negotiation-perspective brings together what academic 
convention has separated: the logics of bureaucratic cum collective action. By combining the 
two it may become understandable why there are virtually no serious examples of industrial 
strategies that fully satisfy the canons that Schumpeter, with the great depression in mind, 
identified as the rationale of industrial policy: 

 
“[...] there is certainly no point in trying to conserve obsolescent industries 
indefinitely; but there is point in trying to avoid their coming down with a crash and 
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in attempting to turn a rout, which may become a center of cumulative depressive 
effects, into orderly retreat. Corres-pondingly, there is, in the case of industries that 
have sown their wild oats but are still gaining and not losing ground, such a thing as 
orderly advance” (Schumpeter, 1970: 90; italics added). 

 
In Chapter 1 arguments were put forward to explain why and how the competition trap 
tends to preclude an “orderly retreat” in case of declining industries, as well as why the 
competence trap seriously complicates an “orderly advance” in case of newly emerging 
industries. But, apart from that, why is it that in practice orderly retreat and orderly advance 
seldom, if ever, operate in tandem? For answering that we have to focus on a more 
fundamental puzzle: the remarkable stability of a multi-actor game that one would expect to 
be inherently unstable because of its contradictory credentials and unequal returns. The 
following will show that the solution of the puzzle can be found in the junction of the 
logics of bureaucratic-cum-collective action: where the two are allowed to meet in an undi-
luted way, that is, remain unchallenged by any institutional antidote, the result turns out to 
be the fossilization-of-strategy. This produces the kind of “compulsion” that reminds of 
Lowi’s (1970) conception of “institutions” as “the means of moralizing, rationalizing and 
administering coercion”. In our version, however, it is the anonymity of coercion – the Invi-
sible or “Masked” Visible hand we came across in Chapter 3 – that causes the compulsion 
to transpire as less tyrannical, and thus easier to “moralize, rationalize and administer”, than 
unmasked acts of coercion: the actors come to believe, or say to believe, to be a “prisoner 
of circumstance”, rather than the subject or object of exploitation or deliberate mani-
pulation. 

The literatures on collective and bureaucratic action live in splendid isolation. As a 
consequence theorizing on bureaucracy misses important insights from the theory of collec-
tive action, and vice versa. The lack of correspondence between the two generates a 
common flaw: both are unable to deduce the essentials of the logic of oligopolistic action 
and to predict its oligarchic outcomes. For instance, Olson (1975: 42-44), starting from an 
assertion that “each firm in an industry is not only a rival of every other firm, but also an 
indispensable collaborator in any collusive action”, concludes that in oligopolistic situations 
the result of strategic interaction – rivalry or collusion – will be indeterminate. According to 
Olson, rational members of a group of oligopolists face a strategic problem, but while “the 
Theory of Games and other types of analysis might prove very helpful”, there seems to be 
no way at present of “getting a general, valid, and determinate solution at the level of ab-
stracttion (pursued here)”. Usefully enough, Olson compares the indeterminateness of “oli-
gopoly” in the market-place with “logrolling” in parliamentary decision-making: analogous 
problems of indeterminateness will show up since every potential logroller will pursue the 
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same strategy, that is, insisting that his counterparts moderate the legislative counter-
demands that they stipulate as the price for their support for the special-legislation claims of 
the would-be logroller that started the bidding. The outcome is predicted to be perfectly 
“Olsonian” again: 

 
“Every one of the interests will be better off if the logrolling is done than if it is not, 
but as individual interests strive for better legislative bargains the result of the 
competing strategies may be that no agreement is reached. This is quite similar to the 
situation oligopolistic groups are in, as they all desire a higher price and will all gain if 
they restrict output to get it, but they may not be able to agree on market shares.” 

 
A familiar topic – reducible to the divide, introduced in Chapter 1, of value-creation (“en-
larging the pie”) versus value-appropriation (“cutting the pie”). Yet, scholars and practi-
tioners working from less sublime “levels of abstraction” report, more than the Olsonian 
logic-of-collective-action predicts, determinateness in the stakes and “tacit treaties” resulting 
from intra-bureaucratic bargaining. The same can be said for cases of “tacit collusion” in 
imperfect markets. There is an abundant and growing body of empirical documentation on 
both topics, for instance on the negotiated order inside public and private bureaucracy: 
Wildawsky (1964); Tullock (1965); Neustadt (1966); Alllison (1971); Niskanen (1971; 1979); 
Halperin (1974); Cowart et al. (1975); Goodin (1975); Aoki et al. (1990); Weissing & 
Ostrom (1993), and, representing a knowledgeable insiders’-view, Crossman (1976); Benn 
(1980); and Williams (1980), as well as numerous case-studies that stuff our libraries with 
documentation on bureaucratic “feuds and fads”. On the negotiated order inside oligo-
polistic arenas, valuable observations and insights can be gathered from Richardson (1960); 
Shepherd (1970); Galbraith (1974); and the scholarly rich overview contained in Jacquemin 
& De Jong (1976). 

Remains the apartheid between the two academies of theorizing: models of oligopolistic 
behavior abstract from the findings of the organizational literature on internal choice-
processes (strategy-formation) and structures of power (internal coalition-formation), 
whereas models of organizational behavior usually abstract from the quest-for-control of 
external contingencies, for instance the typical stratagems and spoils that go with oligo-
polistic behavior. The bureaucratic treasury has an introvert bias excluding the external 
determinants of the rise and decline of internal elites. Inversely, the oligopolistic records – 
even treatises on the Galbraithian “symbiosis” between private and public bureaucracy (see 
Chapter 2) – systematically underrate the constraints and vicissitudes of the power politics 
alias information-asymmetries inside large complex organizations and their impact on the 
stability, that is, the reliability of externally negotiated forms of accommodation and com-
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pliance. In brief: both fail to grasp the intricacies of the Wahlverwandtschaft between internally 
negotiated “tacit treaties” and externally negotiated “tacit understandings”. Yet it is precisely 
this “elective affinity” that forms the hard core of the anonymous part of the mechanisms of 
discipline suggested above. As will be shown further-on: under specific conditions (to be 
spelled out later) the strategies and returns-on-investment for the actors appear to follow, 
rather than initiate per rational “design”, the escalation-of-commitments implied by the fit 
between the “mechanics” of internal and external social ordering. Rephrased in terms of 
our strategic triangle introduced before: the agenda and timing of the processes of strategy-
formation tend to follow the “framing” of the arena rather than the other way around. The 
under-exposure of the “twin”-dynamics of internal oligarchization and external oligo-
polization in the literature on bureaucratic-and-collective action leaves some striking ano-
malies unexplained, such as the persistence of reactive practices of industrial politics in spite 
of activist rhetorics of politicians, officials and interest groups alike. And perhaps even 
more surprisingly, when time and again the prophesies of the activists fail, this appears not 
to impair their representativity, that is, to undermine their mandate to act as an accredited 
actor. How to explain this piece of magic? 

The time-honored answer to the paradox of discipline-due-toadversity (cf. the Oxford 
Dictionary’s definition of “(self-)discipline” at the frontispiece) is the Hobbesian-Lockian 
“redemption”: members of society, anticipating on the collective tragedies stemming from 
the unconditional pursuit of individual utility-maximalization, will sooner or later concede 
to some form of compromise between short-term micro and long-term comprehensive 
definitions of interests and values. Besides skepticism about the (staying) power of this solu-
tion, given the impressive obstacles that stand in the way of finding (and remaining loyal to) 
this sort of enlightened reappraisals of self-interest (Olson, 1975), there lurks a fallacy of the 
functionalist sort in the reasoning: ex ante insight in the dysfunctional consequences of the 
tragedy-of-the-commons, respectively ex ante knowledge of the common benefits of co-
operative behavior, are invoked to explain the emergence and consolidation of collective ar-
rangements. Theories that invoke “trust”, “loyalty”, “unselfishness” or even “false-con-
sciousness” as a necessary and sufficient explanation of the paradox of cooperation-in-
spite-of-conflicting-interests, suffer from the same functionalist assumption of enlightened 
foresight. As will be demonstrated below (and elaborated on in Chapter 5, commenting on 
recent contributions from game-theory) there are alternative solutions to the puzzle that 
neither lean on the meta-rationalistic assumption of functionalist “foresight” nor on the 
deus-ex-machina of a (Visible or Invisible) “authority” invoked for disciplining short-
sighted rational egoists. What these solutions of the paradox-of-ordering share is the illu-
sion of an idealist or “sentimental” rather than mechanistic or “objectified” explanation of 
social ordering. 
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An illuminating example of the problem is Lowi’s “solution” of the paradox of a “self-
regulating pluralist society”. Lowi (1965) starts from Dahl’s assertion, that when two indi-
viduals conflict with one another “[...] they confront three great alternative options: dead-
lock, coercion or peaceful adjustment”. Following the dimensions of Dahl’s model, Lowi 
discovers the omission of a fourth alternative. Dahl’s dimensions are the “likelihood of 
peaceful adjustment”(ranging from high to low) and the “likelihood of coercion” (from 
immediate to remote). Combining the two continua generates three alternatives: 

 Deadlock when adjustment is low and coercion remote; 
 Negotiation when the chances on adjustment are high and the likelihood of coercion 
remote; and 
 Coercion, that is, physical imposition in Dahl’s manual, when a low score for adjust-
ment coincides with the immediacy of coercion. 
 

What about the missing fourth logical possibility: the coincidence of a high likelihood of 
peaceful adjustment with an immediate likelihood of coercion? For our purposes the latter 
combination is a relevant one indeed since the politics of industrial (re-)structuring repre-
sent par excellence an uneasy mixture of accommodation and compliance in spite of the pre-
sence of elements of controversy and coercion that inevitably go with the “disorderly 
retreat” of industries absent the promise of an “orderly advance” of new industries that 
might compensate for the loss of the old ones. Contradictions and coercion arise between 
capital and labor, between sector associations, between labor unions and the state, as well as 
among each of them internally (e.g., intra-capitalist class and regional conflicts-of-interest and 
inter-departmental conflicts of competence). Pluralists hold that a social equilibrium will 
“automatically” follow from the “dispersed” and “fragmentary” nature of this type of 
conflicts, as a sort of political companion or functional equivalent of the market place’s 
Invisible hand. As will be exposed below, however, the fingers on the hand are perfectly 
visible. When speaking, nevertheless, of the anonymous forces of coercion, we hint at the in-
ertial momentum of once established strategies and definitely not to some sort of sponta-
neous or self-regulating “intelligence” allegedly governing pluralist accommodation (cf. 
again our discussion on the missing links in institutionalist analyses of “disciplinary arrange-
ments” at the end of Chapter 3). The intriguing co-existence of “peaceful adjustment” and 
“immediate coercion” deserves a less mystifying answer. 
 

On the political-economics of accommodation 
Lowi’s “solution” for the puzzling co-existence of adjustment and the nearness of coercion 
belongs to the idealist family. The author proposes to fill Dahl’s “empty cell” – the situation 
where both adjustment and coercion are high and immediate – with “administration”, inclu-
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ding “all of the governmental processes in which people have internalized the sanctions”: 
 

“The element of coercion may seem absent when in actuality the participants are 
conducting themselves in a certain way largely because they do not feel they have any 
choice. Since it is well enough accepted to go unnoticed, this coercion can be called 
legitimate. Since it is regular and systematic, it can be called administrative” (Lowi, 1969: 52; 
italics added). 

 
Those who can’t afford to swerve or rebel, comply? Treated this way, the paradox is de-
fined away. Schattschneider’s (1960) “power to control the scope of controversy” (cf. 
Chapter 3: 72, on the “mobilization of bias” in favor of the exploitation of some kinds of 
conflict and the suppression of others) and, more in particular, Michels (1968) would pro-
pose a less “civic” explanation of the “regularities” and “systemness” by which people 
come to submit “voluntarily” to coercion. As the latter states in his telling exposé on the 
Iron Rule of Oligarchisation: “It is organization which gives birth to the dominion of the elec-
ted over the electors, of the mandataries over the mandators, of the delegates over the dele-
gators. Who says organization, says oligarchy” (Michels, 1968: 365). 

Yet, the Michelsian explanation tells only half of the story or perhaps even less: leaving 
Michels’ somewhat dated dints of Rousseauean moralizing out, his (sound) ideas about the 
role of functional differentiation and professionalization in the making of oligarchy, still ab-
stract from the external (that is, inter-oligarchic) contingencies affecting, so to say, the grade-
of-iron of his law of internal oligarchy-formation. The other half of the story is told by 
conventional models of the politics-of-accommodation: here the rules, means and 
“functions” of inter-elite intercourse play a prominent role (primed by Lijphart, 1975; Dahl, 
1966; Windmuller, 1969; Van de Vall, 1970; and miraculously re-emerging with the 
rediscovery of the model in our days, be-it now called the (Dutch) “Delta” or Rhineland-
model of concerted action; more about the latter’s resurrection in the next Chapter). Yet 
again, whereas the meta-analysis of the politics-of-accommodation describes the negotiated 
order as something that is (re)produced by the political and socio-economic elites at the top 
of the zuilen – the oligarchy-of-oligarchies – the (re)production of the elite(s) itself at the 
intra-zuil level – that is, the Olson/ Hirschman/Michels-world of the logic of “exit, voice 
and loyalty” within political parties and interest organizations – remains underexposed. As a 
consequence of that omission, the typical exposition of the “function” of the politics-of-
accommodation reveals the same idealist-teleological bias as the functionalist reasoning 
behind the assumption of a spontaneous identity between elite and constituency-percep-
tions of the Hobbesian “need” for social order. Cohesion, discipline and Lowi’s 
“administrative legitimacy” are explained as the enlightened co-product of a political culture 
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that stresses a historical tradition of compromising and a political elite that responds to the im-
minent dangers of societal disintegration. Again, the paradoxical possibility and persistence of 
the co-existence of “peaceful adjustment” cum “immediate coercion” is tautologically de-
fined away. 

The “idealist” heritage described above is not some peculiar museum-piece from the 
1960s. It resurges in the most recent literature on myopic market and public-regulatory 
failure, be it today in the shape of the alleged “norm-seeding” and “cueing” role of 
regulation for the coordination-of-expectations among rational-egoists, to the effect of 
enabling the emergence and convergence of “efficient social norms” (cf. Ahdieh, 2003; 
2004; 2009, for a review of the state-of-the-art of the “New Regulation” wave). Some time 
ago, Scholten (1980), among others, suggested an escape from the idealist-functionalist trap 
by rejecting the thesis of elite’s interest in fighting the perils of (religious, cultural, socio-
economic) fragmentation. The author hypothesizes, instead, an elite’s interest in the sort of 
system-maintenance that we identified earlier as the (elite’s) search for network-solvency. 
Revisionist evidence on the Dutch politics-of-accommodation suggests (Scholten, 1980: 
340-1) that political and socio-economic elites were “more concerned about their own 
dominance in the subculture (of respectively Catholics, Protestants and Socialists), rather 
than system performance [...]” and it was neither inter-confessional nor inter-class warfare 
that they had to worry about, but something else: “It was not that ideological conflicts had 
developed between confessional and socialist organizations. On the contrary, cooperation 
and mutual under-standing between the unions was excellent; the intention was to abort 
such forms of rapprochement”. 

As a consequence, the (fear for) fragmentation and separatism usually associated with 
the Dutch phenomenon of verzuiling should not be seen as “a design to avoid conflict” but 
rather as the result of the political elites’ propensity “to stir up conflict if improved relations 
threatened (internal) group cohesion” (Scholten, 1980: 341). Therewith the logic of “con-
sociationalism” (Scholten’s term) is turned upside down and replaced by an (our term) 
assets-based theory of accommodation: internal network-insolvency jeopardizes the reliability 
of inter-elite commitments, just as external commitments are needed to preserve or restore 
internal network-solvency. 

In such a resource-based view competing ideologies are instruments for the management 
of internal and external dependencies, rather than the opposite view that holds that net-
works are the medium for absorbing or averting ideological clashes. Once more, applied to 
the workings of “pillarization”: 

 
“Given the important role of structures in the creation and maintenance of values at 
the mass level, it becomes clear that instead of considering them primarily as the 
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organizational reflection of values, emphasis should be placed on the function of 
pillarization as a system of social control to enable certain elites to consolidate and 
protect their position through the manipulation of these values” (Scholten, 1980: 34). 

 
Any society, not just pillarized ones, needs some formula for accommodating conflicts that 
emanate from internal and external dependencies. A resource-based view on the politics-of-
accommodation conceives of the negotiated order as a set of nested games; interpreting 
order as a pyramid of nested games makes aware of the import of a second generic strategy, 
instrumental to the first: the politics-of-containment. To that we turn now. 

 

On the political-economics of containment 
Earlier we characterized industrial strategies as “puzzling” because it is a game with contra-
dictory features: discipline in spite of undisciplined interests and unequal returns. This 
featuring summarizes in a succinct way the questions that still wait for a conclusive answer. 
First, how to understand that regimes and networks persist that demonstrably fail to live up 
to expectations? Second, how to understand that the “nodal” players continue to respect 
the rules of the game, in spite of the increasingly unequal returns-to-participation? The first 
question refers to the performance and the second to the persistence of industrial order, where 
that order might be expected to be unstable as a consequence both of system-
underperformance and the (increasing) non-equivalence of the pay-offs. (To simplify the 
puzzle for a while we leave out another potentially destabilizing force – the game is played 
by “privileged” players – excluding a variety of others that might be interested in either 
becoming an insider or changing the radicals of the game). 

For clarifying the remains of the puzzle we must know how a disciplinary regime 
based upon a-symmetric accommodation may imperceptibly, and even unintendedly, mutate into a 
regime based on a strategy of a-symmetric containment. Accommodation and compliance were 
said to be based on the “elective affinity” between oligarchy and oligopoly. In order to 
avoid the sentimental (in the sense of “indoctrinating”) connotations of the concept of 
Wahlverwantschaft, it may be better to speak of the “chemistry” of accommodation between 
capital, state and labor. An asset-based view on the mechanisms of tripartite compliance, as 
exemplified by the Old discipline described earlier, substitutes a dependence-perspective for 
the notions of normative “consensus”, cultural “affinity” or class “solidarity”. In an asset-
based view the latter is the product rather than the cause of how dependencies are handled in 
the negotiated order of a political economy. Culture may reinforce structure, and eventually 
explain its immutability, but it does not initiate the “circular causation” of firm-to-firm and 
business-to-state commitments. From a resource-dependence perspective the stability of 
order is definitely not based on the (functionalist) assumption of collective foresight or the 
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(historicist) imputation of inherited submissiveness or, even more questionable, the (über-
functionalist) postulate of the “long term/ex post” identity respectively complementarity of 
elite and constituency-perceptions of representativity and reciprocity. Neither are of any 
help, as said before, the ideas of institutional inertia, arrogance of power or false class-con-
sciousness, because these are exactly the phenomena that have to be explained instead of to 
serve as explanantia. 

The real puzzle, in other words, is to explain the persistence and stability of a 
“dysfunctional” regime in which reciprocity and exploitation – respectively “peaceful ad-
justment” and “coercion” in Lowi’s grammar – continue to co-exist on an equal foot. 
Gouldner (1960), in his classic on the “norms” of reciprocity and exploitation applied to 
“political machines” that manage to remain stable and survive in spite of the unequal 
returns between “bosses” and “clients”, has useful notes that may help to clear the ground. 
As Gouldner (1960: 163) observes, analogous to Elster’s (1982; 1984: 28 ff.; 1986) even 
more stringent position, a functionalist explanation of the persistence of the political 
machine “[...] miscarries because no explicit analysis is made of the feedback through which 
the social structures or groups, whose needs are satisfied by the political machine, in turn 
‘reciprocate’ and repay the machine for the services received from it”. 

The argument reminds of our earlier account of the “circular causation” of 
(in)solvency within and between (bureaucratic) networks. Concerning the remarkable fact 
of the continuation of the “machine” in spite of the institutionalized non-equivalence of the 
returns for bosses and clients, Gouldner asserts: 

 
“Although reciprocal relations stabilize patterns, it need not follow that a lack of reci-
procity is socially impossible or invariably disruptive of the patterns involved. [...] 
The major point is that if empirical analysis fails to detect the existence of functional 
reciprocity, or finds that it has been disrupted, it becomes necessary to search out 
and analyze the compensatory arrangements that may provide means of controlling 
the resultant tensions, thereby enabling the problematic pattern to remain stable.” (1960: 164; 
italics added) 

 
Thus, applied to the nested games of industrial politics, apparently enabling to engage trade 
unions, government and firms in spite of their incapacity to turn the tide of industrial obso-
lescence and subsequent losses of employment, the question becomes: what are exactly the 
means of “moralizing, rationalizing and administering” that enable the “problematic 
pattern” to preserve its remarkable stability? It is here that we must look for the “auxiliary” 
mechanisms that “stringent” functionalists request for a solid answer to the questions posed 
above. 
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What follows is the description of the modus operandi of a nested game that, though 
taking-off as a symmetric game-of-accommodation, turns out to end in a non-symmetric 
game-of-containment. The mutation is “facilitated” by a specific sort of (in Lowi’s sense) 
transitory rationalization – in fact an auxiliary mechanism of the kind that “true” func-
tionalists are looking for – and results in specific forms of exploited reciprocity between capi-
tal, state and labor – in fact the outcome of the political economy-of-containment that this 
study sets out to clarify. As will be demonstrated further-on this outcome is unexpected, 
possibly even largely unintended (one of Elster’s (1984: 28) criteria for a “correct” func-
tionalist explanation). The point can be driven home by taking Offe & Wiesenthal’s (1980) 
“dual” logic of collective action as a seminal point of departure. According to these authors 
employers’ associations operate from the utilitaristic-individualistic logic of collective action 
in the key of Olson (1975) – whereas the labor unions find themselves trapped in a position 
where strategy and structure not only have to respond to the requirements of a indivi-
dualistic-utilitarian logic of collective action but also to a more comprehensive, soli-
daristic/emancipatory sort of logic. Olson’s repertory is said to neglect or underrate the 
inescapable contradictions inherent to this double logic of collective action at labor’s side. 
The practical meaning of “selective incentives”, “free riders” and other Olsonian keys to 
the socio-economics of collective action, refers to fundamentally different things whether 
one has in mind the collaborative strategies of entrepreneurs relative to workers. Lumping 
capitals’ and labor’s logic of cooperation together for finding the elementary “laws” of asso-
ciational behavior obscures the really underlying forces. Purely formally speaking, interest-
associations show common characteristics and may be compared in such terms as 
“voluntary membership”, “degree of bureaucratization”, “dependence” on material and 
reputational resources, “commonalities” in the efforts to control for “input” and “output”-
uncertainties, and so on. Real insight starts beyond this. Offe & Wiesenthal argue that labor 
and capital show substantial differences with respect to the functioning and performance of 
their associations in three respects: the input factors, asking about “what is to be 
organized”; the nature of the outputs, referring to “the conditions of strategic success that 
are to be found in the organizations’ environments”; and the make-up of the internal process, 
following from typical differences in the former two “contextual “ factors. 

However questionable their under-exposure of the contradictions of capitalists’ asso-
ciation and the benign neglect of the internal and external dilemmas of the Dritte im Bunde, 
the state – Offe & Wiesenthal’s analysis resumes in an inventive way the classical Michelsian 
thesis on associational democracy-turning-into-oligarchy and corrects for the “lumpy” cha-
racter of the Olsonian logic-of-collective action (since the latter abstracts from the internal 
and external constraints of labor’s action relative to the articulation of business’ and em-
ployers’ interests). According to Offe & Wiesenthal, trade unions are forced to maintain a 
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precarious balance between the mobilization of resources and the mobilization of activities, as 
well as between bureaucracy – which allows the unions to accumulate power – and internal 
democracy – which allows them to exercise power. None of these dilemma’s apply with com-
parable raison and urgency to business and employers’ organizations for the reason that 
they do not – likewise and to the same degree – depend on internal democracy, collective 
identity and the need for solidary action “for the very fact that they already are in a structural 
power position which renders complications such as these avoidable” (Offe & Wiesenthal, 
1980: 82; italics in the original). The larger the size of a union, the more difficult to reconcile 
some of the inevitably conflicting interests represented by the trade-unions. Two typical 
responses to the union’s dilemmas can be observed: either the unions “delegate” the issues 
that they find too hard to handle (the typical “continental” solution of the problem of the 
division of “political” labor between unions and socialist parties) and/or they simply try to 
keep away from irreconcilable sets of their constituency’s demands. Thus, 

 
“[...] union leadership is constantly caught between attempting to provide com-
prehensive representation for all the interests of its working class constituency and 
being limited in its ability to find a formula that reconciles these partly contradictory 
interests without endangering their internal acceptability and/or external nego-
tiability” (Offe & Wiesenthal, 1980: 83). 

 
Reframed in terms of our analysis of the “chemistries” between oligarchy and oligopoly, it 
is the trade-off between internal acceptability and external negotiability that conspires to 
make the unions more accomplice in this sort of negotiated order than appears to be healthy 
for their integrity and survival. The complicity is equally operative at both sides of the 
association – collusion needs two players, at least – but the returns-on-complicity are of a 
less self-defeating nature for the associations of business and banking, and therewith for 
their individual members, than for the associations of labor. Thus, in spite of the virtual 
symmetry in the strategic conduct of each of the actors – suggesting a symmetry in the codes of 
moralizing, rationalizing and administering coercion – the initial game-of-accommodation 
inadvertently mutates in a game-of-contain-ment that is asymmetrical not only in terms of the 
strategic intents but also in terms of the final returns-on-commitments for the respective 
players. In Offe & Wiesenthal’s view the unequal returns are, apart from the internal dilem-
mas of the unions sketched above, more specifically due to a typical difference in the rela-
tionships between the state and business’ interests compared to those between the state and 
the unions. The former relation is built not upon what capital can do politically via its 
association, but upon what capital can refuse to do (for instance by (dis)investments, being 
an “exclusive” entrepreneurial competence). As will be shown in the chapters that follow 
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the observation seems even more to the point in a transnational setting: 
 

“(C)apital finds it structurally easier than labour to pursue its transnational class 
interests, since it can do this by either not acting at all, or continuing to act ex-
clusively at national level. Labour, on the other hand, can pursue its transnational 
class interests only if it manages to define positive common objectives; build a trans-
national capacity for collective action; and overcome the logic of non-decision inhe-
rent in the intergovernmental system [...] 

The principal reason for the structural superiority of capital at transnational 
level is that the interests it has at that level are overwhelmingly negative in character 
(... that is) are best satisfied by non-decisions [...] For capital, the very deficiencies of inter-
governmental decision-making are therefore a political asset” (Streeck, 1996: 90-1; italics 
added). 

 
This asymmetry in the logic of implicit or tacit coercion makes comparatively non-con-
spicuous forms of communication and interaction between business associations and the 
state apparatus sufficient to accomplish the political objectives of capital. In comparison, 
the dependence on more ostentative or explicit forms of communication on the union’s 
side, make the latter more vulnerable, in the sense of provoking internal antagonizing and 
external retaliation, and hence the more liable for the kind of silent complicities that we saw 
above. 

Again recast in our conceptual framework, asymmetry in the conditions of discipline 
leads to the following unwritten codes of the tripartite game of cohabitation (cf. Offe & 
Wiesenthal, 1980: 86). First, compared to the communications between unions and the 
state, the communications of business associations with the state differ in that they are less 
visible publicly (because there is a lesser need to mobilize the support of external allies). Se-
cond, communications are more technical (because the insight into the political “desirability”, 
that is, factual indispensability, can be presupposed as already agreed upon). Third, 
communications tend to be more universal (because business associations can speak in the 
name of all those interests that require for their fulfillment a healthy and continuous rate of 
accumulation, which, from the view of capital and the state, is true of virtually everybody 
and can therefore be exposed as “general interest”). Finally, business’ communications can 
afford to be cast almost exclusively in a negative form, whether overtly or covertly (because, 
given the fact that the government has to consider as desirable what is in fact desirable for 
capital, the only thing that remains to be done is to “warn” governments against “im-
prudent”, “unrealistic” or otherwise “inopportune” decisions and measures). 

What begins to transpire is how conditions and codes may “conspire” to irreversible 
commitments in spite of opposing interests and non-equivalent returns. Accommodation 
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mutates into containment when commitments turn into complicity. The “auxiliary” mecha-
nism harbors the illusion that complicity is a transitory phenomenon, and therefore “ar-
guably” rational, and that compliance is the best of a bad bargain. The practice is a sequen-
tial game, showing the “traps” that we identified earlier. Recapitulated in consecutive steps: 
 

Entrapment: on the sequential logic of discipline 
 The penalty for over-grazing (as in the tragedy of the commons) or under-grazing (the tragedy 
of the fallows) is higher and less remediable for labor unions that fix collective wage-claims too 
high or under-invest in collective (re)training programs, than the penalty for rival firms and 
states that collectively over-invest or under-invest (the competition-trap). 
 The asymmetry in the logic of control stemming from structural asymmetries in the threat-
potential of capital, state and labor, increases the latter’s dependence and sharpens its internal 
tensions (the competence-trap). 
 The behavioral axioms pertaining to each of the actors – that is, the search for limited liability, 
the aversion from unstable allies and the propensity to externalize internal tensions – stimu-
late the unions’ quest for internal oligarchization and external oligopolization (the solvency-
trap). 
 The price to be paid is a gradually increasing involvement in a triangular conspiracy-of-silence 
regarding the deficits of legitimacy and rationality in substantive policy-outcomes (the cre-
dibility-trap). 
 The silence, finally, tends to increase the unions’ external dependences and their internal need 
for rationalizing and moralizing the unequal returns on accommodation-turning-into-contain-
ment (the compliance-trap). 
 

The three “privileged” players have a common interest in each other’s internal stability as 
far as instrumental to their external reliability. The industrial relations’ replica of this kind of 
“Sonnefeldt”-doctrine triggers a self-defeating cycle of mutual “assistance” and “re-insu-
rance”: the most dependent players, the unions, are “offered” to accept the brotherly help 
of the state and business associations for mitigating their internal tensions and “solving” 
their internal dilemma’s. There are three generic forms of “mutual” assistance or, as Offe & 
Wiesenthal (1980: 103) would have it, “three tactics of imposing bourgeois political forms 
upon unions” – each of them reminding of Schattschneider’s “power to control the scope 
of controversy”. First a limitation of the substantive areas of interest representation: a division of 
labor between the unions and the state, leading to a restrictive definition of the range and 
type of demands that unions are legally and practically allowed to make. Second, the pro-
motion of the institutionalization of alternative, non-associational modes of working class interest 
representation: work councils, for instance, lead to the uncoupling of representation of interests 
on the one hand and activation of interests on the other hand; this in turn limits that part of 
the workers’ and unions’ interests that can be defended by strikes and other forms of 
collective action and mobilization. Third, statutory increases of diversity and conflict: examples 
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from the British and West-German industrial relations experience learn that measures advo-
cated by conservative union “reformers” as means for promoting intra-organizational 
“democracy” and “pluralism”, are in fact aimed at “strengthening the statutory position of 
those who wish to criticize the ways in which leaders conduct union affairs” (Offe & 
Wiesenthal, 1980: 103). The analysis can be rewritten in the form of a “five stages”-scenario 
(Offe & Wiesenthal, 1980: 106-9). 
 

Captiveness: Discipline in five steps 
Stage 1 represents the formative period of a working class organization: the life of the organi-
zation is characterized by a collective identity, cultivation of the members’ “willingness to act”, 
relatively small size, militant conflict, and a low degree of bureaucratization. 

In Stage 2 the organization has become strong enough to wield some control over its 
environment: the union’s potential of power is recognized, that is, concessions are done by their 
counterparts not because members have struck, but in order to avoid a strike. Here a first 
dilemma arises: while cultivating its image of being able to exercise power, in fact the union’s 
leadership has to see to it that the members do not prematurely and imprudently actualize their 
“willingness to act”, because that would lower “the price that is paid by the adversary for the 
reliable avoidance of strikes and other forms of militant action”. The dilemma, succinctly 
phrased: “If the organization fails to satisfy the first condition, its survival is threatened; if it fails 
to meet the second imperative, its strategic chances for success are undermined”. There are two 
possible ways out of the dilemma: either a return to stage 1 (only likely under conditions of a 
high level of class-struggle politicization) or a shift to that type of transformation that neither 
threatens the survival of the organization nor interferes with its chances for success, namely 
“the opportunist resolution of the organization’s dilemma”. 

Enters Stage 3. Around this time the union tries to make the organization’s survival as 
independent as possible from the motivation, the solidarity, and the “willingness-to-act” of the 
members. The only way of doing so is to substitute “external guarantees of survival” for internal 
ones for which the union organization depends upon its members: “(c)onsequently, the union 
will try to gain as much external support and institutional recognition as possible. This substi-
tution helps the organization to escape the dilemma of size-versus-power”, thus enabling it “to 
grow bureaucratically without risking its existence and survival, which are guaranteed from the 
outside”. Bureaucratization and professionalization of internal decision-making are the familiar 
paraphernalia (cf. Michels, 1968), as are the increasing emphasis on individualistic incentives to 
join (instead of the collectivist solidarity of the pioneers’ stage), the provision of stable career 
patterns for functionaries, and the restrictive exercise of control over the means of collective 
communication. 

Stage 4 comes close to what we earlier identified as “exploited reciprocity”, lending a 
stronger stability to the proceedings of the game of containment than Offe & Wiesenthal seem 
to allow for. The authors’ belief in the instability of the constellation is the more remarkable 
because they characterize this stage as follows: once the “relative” independence of the 
organization from its members’ willingness to act is achieved and “internal guarantees” are sub-
stituted by external ones, the organization “no longer has any capacity to resist attempts to 
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withdraw external support” and to move on without “the externally provided legal and 
institutional status” (Offe & Wiesenthal, 1980: 108; italics in original). 

Stage 5, at last, shows the “costs of opportunism” to the effect that institutional supports 
have become conditional upon the “cooperative, responsible, etc. behavior of the organization”. 
It represents the return to the type of collective action and the “willingness to act” comparable 
to the first stage, but diverging from that in two respects: “First, because it is likely to be based 
upon a faction or division within an already existing organization, and second because it tends to 
focus on a much broader range of political, legal and institutional arrangements, which have 
played such an important and deceptive role in the prior stages” (Offe & Wiesenthal, 1980: 108). 

 

4.6 Conclusion 
 

Political-economic order is based on the logic of cohabitation. Cohabitation is backed by a 
variety of strategies and tactics that can be reduced to two generic stratagems: accommo-
dation and containment. Accommodation and containment are the outcome of a pyramid 
of sequential games. The pyramid-game is played across different levels of interest aggre-
gation, each implying its own time-horizon. Actors differ in their room and capacity to 
select the time-horizon that fits best in with their self-perceived interests. Speculations 
about the lasting impact of the “transitory” rationalizations of the set depend on how 
serious we take the datum that the game is played with three, moreover non-monolithic actors. 
For some the internal divisiveness – resulting in unpredictability – is an asset, for others a 
liability. The scope and stability of the actors’ mandates affects the scope and stability of the 
resulting commitments. Moreover, actors differ in their capacity to influence the quality of 
the mandate of their counterparts. Finally, they differ in terms of maneuverability. The latter 
represents the essence of a three-actor, multi-level game: the actors differ in their room and 
capabilities for shifting alliances and mixing loyalties, thus affecting the net return of their 
counterpart’s connections and commitments. 

A puzzling property of industrial politics appears to be the persistence of the gap 
between declaratory intents and effective outcomes. What at face-value seems to be the 
prolongation of an utterly irrational regime, appears to be a rational constellation if 
approached from another, less academic conception of rationality. Exploring the underlying 
forces that breed internal oligarchization and external oligopolization, sensitizes for a 
phenomenon that is systematically underexposed, and thus appears to remain non-
explained in the mainstream literature, that is, the elective affinity or “chemistry” of the 
processes of internal coalition and external alliance-formation. The main reason that this 
“chemistry” does not attract the attention it deserves, is the apartheid in academia between 
theorizing on the logic-of-collective action and the logic-of-bureaucratic conduct. This 
chapter made a start with restoring the links. The result is shown in the form of a couple of 
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hypotheses, indicating how two, imperfectly understood phenomena can be made under-
standable: first, under what conditions federative or “hybrid” arrangements drive out 
hierarchy, and hierarchy drives out market-like arrangements for coping with the dilemmas 
of interdependent choice; and second, under what conditions stratagems-of-containment 
tend to replace stratagems-of-accommodation, and what the (ultimately) non-expected and 
(initially) non-intended consequences are of this specimen of strategy-drift. 

It is here that the value of an eventually new brand of game-theory begins to transpire. 
Academic convention, following the logic-of-collective action in describing the interactions 
between state, labor and capital, casts the story habitually in terms of a “prisoner’s-dilem-
ma”. By using this metaphor the sight is lost on at least three crucial tenets of the real games 
of cohabitation (“concerted action” in official lingo). First, the metaphor abstracts from the 
internal particulars of the actors. By leaving out the logic of oligarchic action, the essence of 
the circular causation of oligarchic and oligopolistic stratagems submerges. Second, a 
prisoner’s-dilemma-game is played at one level only, suggesting horizontal moves and 
counter-moves, whereas a nested-games perspective respects the essential datum that the 
game of mutual concertation is played at several levels of the capitalist pyramid – micro, 
meso and macro – granting some players more leeway for vertical and diagonal maneuvers 
and coalitional mixes than others. Allowing for horizontal as well as vertical and diagonal 
moves and movements will inevitably complicate the reconstruction, but enhances our 
understanding of the agent-insensitive momentum of the sequences. Third, in addition to the 
unity of place or space, the prisoner’s-dilemma-metaphor assumes synchronism for the 
actors, whereas a multi-level or nested games-perspective allows for spatial-temporal differ-
rentials among them. Allowing for differences in “time-horizon” and “time-span of 
feedback” has consequences for our understanding of the respective stakes and outcomes 
of the game. Spatial-temporal differentials, apart from the assertions above about the inter-
nal dynamics of the players, make sense of the “traps” that were listed in the preceding 
section on the “dynamics of entrapment” in industrial politics. The latter provides a solid 
basis for understanding the persistence of the phenomenon we study: the logic of coha-
bitation among opposite interests. 

The next chapter examines the venues for remediating the insensitivities or blind spots 
of the approaches outlined above. The remedy should serve two purposes. First, the des-
criptive balance has to be restored by extending the analysis of the dilemmas of concerted 
action from the unions – only to others that construct the negotiated order of a political 
economy, that is, firms, finance and the state. Second, we need a model that explains where 
the momentum and mutation of regimes of cohabitation come from. The first is done by 
scouring the literature on structures of concerted action; the second by a paradigm-shift that 
must grasp the essence of the stratagems of concerted action. 


