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Chapter 7 Codes: Houdini versus Ulysses 
 

7.1 Introduction 
 

Industrial strategies and tactics change when states and firms discover that they have been 
wound up in a world in which centrifugal tendencies are gaining ground on centripetal 
forces. Centrifugal forces are the result of the displacement of dichotomous power 
constellations (state versus market, labor versus capital, market versus hierarchy) by poly-
centric dependencies. Polycentrism enlarges the margins for shifting alliances and coalitions. 
However, changing coalitions and alliances tend to increase the uncertainty they are 
supposed to check, that is, the strategic uncertainty produced by tactical rationality under 
conditions of mutual dependence. This chapter again takes the EU as an internally 
sufficiently diverse arena for sketching the way games of industrial politics deal with the 
new contingencies. In case of interdependence, firms, interest-groups and state-agencies 
face two questions: how to sustain representativeness – a question referring to the credibility of 
organizations as a function of their internal cohesion and governance – and how to handle 
reciprocity – referring to the credibility of organizations as a function of the external demar-
cation and connectedness or “density” of the domains in which they meet. 

 

7.1 Permanent activism 
 

The signing of the Single European Act (SEA), early 1986, provided the European 
Commission (the EU executive) for the first time with a legal framework for codifying its 
ambitions in the area of industrial policy-making. This is not to say that nothing happened 
before then: from 1983 on information technology, telecommunications and biotechnology 
projects known under such acronyms as Esprit, Brite, Race and Bap were launched and a 
framework was outlined for the recovery of Europe’s competitive potential (starting with 
the First Framework Programme, 1984-1987). However, a formal authorization was missing 
until the SEA, title VI, article 130F, stipulated that 

 
“(The) Community’s aim shall be to strengthen the scientific and technological base 
of European industry and to encourage it to become more competitive at an inter-
national level. In order to achieve this it shall encourage undertakings, including 
small and medium sized undertakings, research centers and universities in their 
research and technological development activities; it shall support their efforts to 
cooperation with one another, aiming, in particular, at enabling undertakings to 
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exploit the Community’s internal market to the full, in particular through the 
opening up of national public contracts, the definition of common standards and the 
removal of legal and fiscal barriers to that cooperation.” 

 
Those familiar with European political-economic integration, will recognize the exercise in 
semantic agility. The call for closer inter-firm cooperation is deftly steered past the pitfalls 
of European competition legislation and the stipulations that rule out state subsidizing 
(article 85-94 of the Treaty of Rome, comprising anti-cartel clauses and restrictions on 
government financing). Second, the European Commission phrases its policy of “picking 
the winners” in such a way that there are no unwelcome reminiscences of the restructuring 
episodes in the 1970s and 1980s, when the predominant philosophy in practice turned out 
to be one of “backing the losers”. Third, it gives both interventionists and non-
interventionists an alibi to embrace SEA: with its freshly acquired powers the European 
Commission demonstrates it understands the needs of the time but on the other hand pays 
tribute to the faith in the self-regulatory abilities of the market. Finally, the Commission 
lends both large, international corporations and medium-sized and small companies a 
helping hand as they venture into the international market. 

After an institutional, legal and diplomatic steeple-chase the European Commission 
managed to establish a firm industrial-political acquis for “Brussels”. It would be wrong, 
however, to think of the Commission as a monolithic body. Backstage rivalries among the 
respective Directorates General, each claiming primacy in European structural policies, 
went on for a while. That no clear victor emerged from the bureaucratic contests must be 
attributed to the fact that the leading edge of European multinationals that initially 
benefitted from a privileged configuration of selective entries cum free exit-opportunities 
(arena), a selective menu of policy priorities (agenda) and an unprecedented pace of 
decision-making (timing) – see Chapter 5 – gradually disintegrated. 

This is only part of the story. A balance of power among rivals in one policy domain is 
influenced by (temporary) alliances that are the product of conflict and cooperation in other 
domains. Alliances are forged across domain boundaries when players need one another to 
further their vital interests (which means that they are in a position to oppose each other as 
well), especially when these interests threaten to be frustrated by intra-domain rivalries. Internal rivalries 
erode the representativeness of those who pretend to speak on behalf of that domain. The 
consequences this has for the relationships with other domains depends, among other 
things, on the structure and resolve reigning in the opposite domains. Later we will 
elaborate in what way internal representativeness and external reciprocity affect one 
another. For now, we shall indicate in what way players attempt to increase their internal 
representativeness. Euro-patriotism has always played an invaluable role in the restoration 
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of unanimity, both within and across domains. This, say, symbolic use of industrial politics 
can be illustrated with an example from the last decade of the past century. 

 

Scapegoats à la carte 
Around that time a wave of anti-Japanese sentiments flooded Europe. Hard feelings were 
fed by the fear that Europe’s key-industries would be wiped out by Japan’s staggering post-
War success, reducing the complete internal market to an industrial colony. Germany and 
France set the tone in what the International Herald Tribune fetchingly called “Nippophobia”. 
Yet, warning against the Japanese threat is one thing, to respond to it quite another. While 
the European Commission tried to steer a fragile course between protectionism and free 
trade, at the shop floor of Europe’s industrial establishment deals were constantly being made 
with the non-European “intruders”. More often than not the deals got their nihil obstat 
from the European Commission. The cooperation between Philips and Japan’s Matsushita 
(aimed at standardizing consumer electronics) may serve as an example. Because the 
Philips-Matsushita case, though restricting competition “[...] also leads to technical progress 
and will possibly benefit consumers”, the Commission declared to be willing to “make an 
exception for this joint venture” (NRC-Handelsblad, August 28, 1990). Exemptions like this, 
however, make some industries and Member States rather nervous because the industrial 
samurai invaded the fortress of Europe not only indirectly, that is, via the boards of their 
European allies, but through direct foreign investments as well. The fact that the abolition 
of intra-EU barriers was intended to create a 340 million consumer market was not the sole 
reason for Japan’s interest in the emerging “ Common Market”. At least as important was 
its hope to bypass by these direct and indirect methods the threats of levying and of other, 
less visible restrictive practices (like product and location-of-production requirements). 

Some expressed their nervousness less circumspectly. France’s former prime minister 
Edith Cresson compared in her inaugural speech the Japanese with “ants” raiding the 
Western world: “They sit up all night thinking of ways to screw the Americans and the 
Europeans [...] They are our common enemy”. In an interview she compared the purport of 
a publication by Sony’s president Akio Morita, The Japan That Can Say No (in which the 
latter called Japan “the rightful leader of a new world order”) with Hitler’s intentions with 
the world: “It is exactly the same thing as the real Mein Kampf [...] That is to say, this book 
describes everything that is going to happen” (International Herald Tribune, June 17, 1991). 

American alarmism paralleled European concerns about the Asian Trojan horse. 
Choate (1991) catalogued the ways Japan “infiltrated” the United States: commercially via 
“dealer networks”, culturally via “educational institutions”, politically via “lobbies” and 
bureaucratically via the “recruitment of American former government officials”. Japan’s 
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“propaganda machine” was reported to make efforts to counter mounting overseas 
resentments by a variety of reassuring messages (Choate, 1991, 87-103): 

 
“Japan creates jobs for the Americans” [...]. “Japan’s critics are racists” [...] “It’s America’s fault” 
[...] “Globalization: [...] national borders are disappearing, along with such outdated 
concepts as national pride and national security” [...] “Japan is unique [...] and Japan is 
changing [...] because political reforms instigated by corruption scandals” (for example 
the “Recruit-scandal” around share-holdings offered by Japanese firms to govern-
ment officials in exchange for preferential treatment) has brought about a “Japanese 
government far less beholden to its corporations and more concerned about 
consumers.” 

 
At the other side of the globe France, Italy and other South-European countries joined 
the anti-Japanese chorus (with incidental North-Western cheers by individual firms, like 
Philips, and the trade unions). Even notorious free traders like Germany were in favor of 
creating a web of defensive alliances, not against but between European and American 
firms to withstand the Japanese invasion (see Chapter 2). Understandably Europe feared 
especially for its automotive and electronics industries because Japan, after having agreed 
on “voluntary” trade restrictions with the United States, might redirect its expansionist 
focus on the Old Continent instead. 

Yet, in spite of the widely shared concerns, corroborated by statistics, centrifugal 
forces kept the “Community” from formulating a unified response. To some extent the 
lack of unanimity might be attributed to traditional differences in the attachment of the 
respective Member States to the principle of free trade. Besides, disputes about the degree 
of “Europeaness” of specific products stood in the way of a solidary European response. 
Britain, for instance, insisted to see Toyotas and Hondas manufactured in the United 
Kingdom as genuinely European products. Others, not housing Japanese transplants, 
disagreed. Furthermore, a growing number of European suppliers, dealers, fiscal and legal 
advisors, financers and, of course, consumers, said to feel wronged by the exclusion of 
Japanese products. In short, Europe’s internal solidarity continued to remain a moving 
target. The reason is that there are two types of dependency at play here, that may be 
different in principle but are increasingly difficult to tell apart in practice: competitive and 
symbiotic interdependence. 

 

Moving targets 
Theoretically the distinction is clear. We use to speak of competitive interdependence when 
Japanese competition, in order to be successful in its penetration efforts, takes into account 
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its European (or, for that matter, American) rivals’ ability to come up with a sovereign, 
coherent and united response to the “common” threat of foreign intrusion. Group 
cohesion and mobilization potential versus group divides and collective indecision: a 
familiar dilemma facing “rational egoists” who know coordination serves their collective 
interests, but remain unable to reach a measure of internal discipline and external 
synchronization of their strategies as long as they are not sure that everybody will do its 
share in the common defense. As seen earlier, this guarantee leaves something to be 
desired, primarily when capitalists have to be organized (Bowman, 1989), but eventually it is 
not that different from Member States competing as much as capitalists for securing their 
“market share” of national and cross-border private investment alike (Strange, 1992). On 
the other hand, mutual dependence is called symbiotic whenever Japanese companies – as a 
logical complement to their penetration and crowding-out strategies – manage to create 
situations in which the fate of suppliers, services, local administrators, consumers and 
employees becomes entangled with their own fortune; a situation that, paradoxically 
enough, may result in a community-of-fate where each needs the other to calibrate his own 
independence. This is an effective method, whether intended or not, to mislead or disorient 
rivals through a combination of positive and negative incentives and signals. Once an 
opponent finds himself in this position it becomes hard to decide whether, practically 
speaking, he is dealing with a partner (implying a “symbiotic” relationship) or a rival (a 
“competitive” relationship). The following casus illustrates the implied ambiguities. 
 

Catch-22 
In 1986 Japanese chip manufacturers (holding a 45 percent world market share) for the first 
time surpassed their American counterparts (at the time holding a 43 percent). Earlier the US 
Semiconductor Industry Association (SIA) had complained about Japan’s dumping practices. The 
American government, mobilized by the SIA, reached an agreement with the Japanese 
Government: Japan would stop its dumping and American semiconductor manufacturers would 
be granted greater access to the Japanese market. However, when by the second half of 1987 
the trade restrictions led to an unexpected shortage of chips in the US, another “collective 
actor”, the Computer & Business Equipment Association, representing the interests of the 
industrial consumers of semiconductors such as Hewlett Packard, protested sharply. Typical of 
the confusion on the American home front was the fact that Hewlett Packard not only 
complained to Washington, but directly to the Japanese Ministry for Trade and Industry (MITI), in 
order to revoke the restrictions and the inevitable price increases. American consumers by that 
time had already noticed that the price of television sets and electric drills had gone up by 100 
percent as a result of Japan’s “voluntary” import restraints. Whether an intended divide-and-
rule or not, the Japan–US chip-case illustrates the ambiguous implications of “competitive-cum-
symbiotic” interdependencies. 

 
Variations in stakeholder’s perspective and level of analysis are not the only complications 
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that make it difficult to draw a sharp distinction between the two types of dependence: 
what is called symbiotic dependence at the local or regional level can manifest itself as 
competitive at the national or supra-national level (and vice versa). Empirically more 
intriguing, however, is the possibility to convert competitive into symbiotic dependences. 
The conversion can be observed both for private and public players insofar that each 
according to his/her specific predisposition and self-perceived “core-competence” will be 
interested in establishing a more or less sustainable domain boundary. The redefinition of 
domains and switches between levels of interest aggregation can help to solve or alleviate 
intra-domain strains, that is, the type of Olsonian contradictions that one expects to find 
inside associations that try to unify or “aggregate” the interests of (competing) equals. The 
stability of such “solutions” is of later concern. What is of concern here is that competitive 
and symbiotic relationships may either neutralize or reinforce one another. They neutralize 
each other when intra-domain and/or intra-class rivalries – for instance among companies 
or rivaling levels of government competing for the primacy in matters of industrial policy – 
stimulate the search for symbiotic partners. Alliances are formed beyond the boundaries of 
a coalition’s domain in order to “by-pass” the strains of competition within the domain. 
Competitive and symbiotic dependence, on the other hand, reinforce one another whenever 
rivals break into the existing alliances of their counterparts or try to preempt prospective 
ones. A persistent lack of cohesion and trust within coalitions reinforces the search for 
alliances across coalitions. However, when all try to escape their intra-class divides in this way 
they will, sooner or later, meet again in their original constitution. The only difference is 
that the object of their rivalry has shifted, by then, from competing-for-shares of a market 
or domain to competing-for-allies and market transformation. To what extent the con-
version of competition into symbiotic dependence appears to be a real or a pseudo-solution 
to intra-domain rivalries and dilemmas depends on the symmetry or asymmetry of the 
prevailing dependence-relations. As we shall see later, differentiating configurations of 
symbiotic and competitive interdependence in terms of varying degrees of symmetry and 
asymmetry will increase our grasp of the logic of intra versus cross-coalitional action. The 
latter duality, interpreting coalition-crossing alliances as a way of coping with intra-coali-
tional strains, will help to explain what has been designated above as a “moving target”: the 
fluctuating solidarity among European firms as well as among state agencies, and the 
varying robustness of government-industry reciprocities that follow from these intra-
coalitional instabilities – both at a national, inter-state and cross-regional level of inclusion. 
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7.2 Reconceiving industrial politics 
 

What we mean by the “relationship” between the business community and 
government refers, first of all, to the knowledge public and private players have of 
the strengths and weaknesses of their counterparts and the sort of industrial-political 
ambitions that are built upon them, and, second, to how each of them uses that 
knowledge. Officially the term industrial policy pretends to span several levels of 
intervention. As outlined earlier, industrial politics aim at changing production factor 
proportions (labor, capital, knowledge) – from the level of individual firms to the 
horizontal differentiation and vertical integration of the economy as a whole. The 
official ambition is to increase the productivity and competitiveness of the economy 
and/or particular industries by means of “[...] the infusion of goal-oriented, strategic 
thinking into public economic policy” based on the belief that “industrial policy is 
the logical outgrowth of the changing concept of comparative advantage” (Johnson, 
1984: 8). With industrial policies states strengthen the “strengths” of the economy 
and remedy its “weaknesses” by 

 
“[...] accelerating the structural transformation of domestic industry in a desired 
direction, improving the international competitiveness of designated products, 
encouraging the development of new technologies, smoothing the phasing out of 
chronically depressed industries, assisting the rationalization of a weakened industry 
that is judged to have a chance for recovery, and protecting domestic employment in 
a particular industry” (Ozaki, 1984: 48). 

 
The instruments used to achieve these aims range from protectionism, export subsidies and 
financial aid (research and development) to competition and fiscal policies, government 
purchases and infrastructural investments. In the comparative literature a distinction is 
made between Japan, Europe and the United States, suggesting a dichotomy of state-to-
market profiles from “liberal market” to “coordinated market” regimes. In the latter, “firms 
coordinate through information sharing, repeated interactions, and long-term relationships, 
all sustained by institutional arrangements that make the stability of these commitments 
credible” (Gourevitch & Shinn, 2005: 52; see also Hall & Soskice, 2001). In Japan the 
interplay between public bureaucracy and the business community is reported to be the 
most centrally directed and instrumentally diverse, with the United States representing the 
opposite. The EU is said to find itself somewhere in between (Audretsch, 1989; Dyson & 
Wilks, 1985; Wilson, 1985): state intervention ranges from France, Spain and Portugal on 
the side of those in favor of an activist stance, to Germany and more outspokenly the 
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United Kingdom on the side of the skeptics or outright opponents (see for earlier 
references Merlini, 1984). Smaller economies including the Netherlands, Austria and the 
Scandinavian countries – sometimes designated as “corporatist consensus” systems – 
occupy the middle ground. In the latter figure centralized “peak associations” of employers 
and workers and financial institutions that aggregate and intermediate conflicting cross-class 
interests into formal, polity-endorsed “grand bargains”. The contrast has been summarized 
as “interventionism” versus “non-interventionism”. Wilks & Wright (1989: 278) epitomize 
the idealtypical attributes as follows: 

 
 Table 7.1 Interventionist versus non-interventionist states 

 
It is not clear whether this type of labeling must be considered part of a somewhat out-
dated academic lore – inspired by the historical self-image nations pass around on official 
occasions, for public relations and sentimental reasons mainly. However, as soon as we take 
a look behind the symbolic screens of politics, from the mid-1960s to the early 1980s, the 
alleged radical differences between, say, “interventionist” France, “non-interventionist” 
Britain and the “incrementally-interventionist” Netherlands, tend to vanish. (For detailed 
evidence on the parallelism in sector-specific specimens of industrial restructuring in France, 
Britain and the Netherlands, compare Cohen, 1989; Hogwood, 1979; and Wassenberg, 
1983.) In all of these cases interest groups and government alike deploy tidings of mischief 
and similar calls for saving the so-called “strategic minimum” and preserving the “industrial 
integrity” of the nation; in all three countries public funds used to be funneled into “sunset” 
industries only, for a considerable period of time; and in none of them trade unions 
demanded a substantial say in longer term restructuring and modernization programs (the 
role of the state in the so-called “sunrise” industries, indeed, differs from nation to nation-
state, be-it more in terms of the back-stage affinities between industrial elites and state-
officials than in the front-stage priorities selected by them; see below); and finally, a last 
parallel: in all three countries attempts to assign one or more firms as prima donnas to serve 
as a booster or pace-maker of the rationalization process, proved to be a failure. 

Interventionist states Non-interventionist states 

discriminatory policy 
firm level intervention 
proactive government 
business cooperation 
regular and stable contact 
informal consultation 

evenhanded non-discrimination 
industry level intervention 
reactive government 
business suspicion 
irregular and ad hoc contact 
formal consultation 
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Again, regarding the selection of “sunrise” priorities in industrial and technology policy 
the analogies among the EU member states are more conspicuous than the differences. 
Public and private opinion-makers and sponsors seem to agree, for instance, on the need 
for a further increase in scale and for industrial and financial concentration in Europe. The 
European Commission, individual member states and European multi-national firms may 
not see eye to eye on the need for a more prominent role of “Brussels” in industrial policy 
making; however, whenever it comes to concentration, increase in scale and the selection of 
“key”-technologies they think and act virtually unison. That unanimity is surprising, not 
because of the alleged “cultural divergences” in terms of interventionist legacies and the 
alleged “contrasts” in corporate governance-regimes among the member states – included 
the allegation of comparative contrasts in “economic efficiency” and “competitive agility” 
(for a critical review, see Fligstein & Choo, 2005; and Gourevitch & Shinn, 2005, for the ill-
founded illusions around “institutional convergence”) – but rather because industrial policy 
is always redistributive in practice, and therefore discriminatory in disguise. As noted earlier 
(Chapter 4), whenever conflicting choices have to be made and priorities selected one 
would expect the individual countries to react differently, for a number of reasons: 
Industrial policy is about the expansion of new sectors and the fading out of old ones. 
Fading out is often accompanied by a loss of status, as was the case with the demise of 
many major post-war industries: shipbuilding, textile, steel and bulk chemicals; 

 Government-industry relationships become unstable due to status-incongruencies 
– resulting from the uneasy combination of a loss of reputation in terms of 
economic performance and a continued power to pressure in political and social 
respects; 
 The greater the amount of public money involved, the stronger the need will be to 
compare the costs and benefits of stimulating new industries versus revitalizing old 
ones; 
 One would expect the debate about “suitable” means and ends of industrial policy 
to become politicized by mass unemployment, particularly when the latter is 
regionally concentrated; 
 Industrial policy, whether it turns out to be coherent or erratic, is bound to have a 
restructuring impact on the wider economy and society: inter-sector relations and 
the rise and fall of skills, professions and the social stratification – all of them are 
affected; 
 “Coordinated market” alias “interventionist” states are said to respond differently 
to these challenges than “liberal market” alias “non-interventionist” states, given 
their contrasting dominant combinations of worker, manager, and ownership and 
intermediary polity-interests. 
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If this is a commensurate summary of the potential dissonances in the play of industrial 
politics, how to explain the consonance with which the players in concurrent terms preach 
the triple gospel of scale, concentration and technology-push? 

 

Industrial strategies and stratagems 
In order to understand the symphony, it may be fruitful to shift our vantage point. More 
can be learned from observing the concrete maneuvers of the players than from formal 
institutional arrangements and officially proclaimed policies. The official canon stated: the 
completion of the internal market will bring about series of positive scale and spiral effects (Emerson, 
1988; 1989; Cecchini, 1988; Pelkmans, 1988). From the onset economists expressed their 
doubts about the effects stated. Their skepticism focused on three topics: the assumption of 
scale and domino-effects, the geo-political reach of the proposed policies, and the 
perception of industrial power relations. 

The underlying assumptions: economists questioned the assumption of (an increase in) 
homogeneous markets and emphasized that an increase in product differentiation and 
heterogeneous markets was a more likely outcome of the campaign for an “undivided” 
market than an increase in scale and a more homogeneous market (Usunier, 1991; 
Dornbusch, 1989; Peck, 1989). 

The proposed reach: skepticism concerning the idealized traits of Europe’s belief in a true 
“Community” will not fail to have an effect on Europe’s ambition, both in scale and scope. 
In scale: “Despite the almost hysterical conviction of many business analysts that markets in 
the 1980s and beyond are inherently global, the fact is that most of them are not even 
national, much less pan-European. It follows, then, that however respectable the case for a 
European industry policy is, it is quite a limited one” (Geroski, 1989: 25). In scope: “Any 
policy whose domain is less than that of the economic market will not span the activities of 
those to whom the policy is applied, and any attempt to restrict their activities and bring 
them within the boundaries of policy application will, of necessity, be doomed to failure” 
(Geroski, 1989: 25). 

Perceived power relations: the last verdict preludes a non-trivial divergence in the expected 
discretionary margins for public versus private strategy-makers; a divergence that will not 
fail to affect the nature of commitments emerging from the meeting of the two. 
Divergences manifest themselves along three dimensions, serving as a proxy for “power 
differentials”: 

1. Divergences in the span-of-geometry: multinational companies can to a large 
extent ignore the boundaries within which political and public negotiators operate. 
When firms are in a position to move their investments and production while nation-
states (or confederations of  them) cannot, the result is an asymmetry of  power: 
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“Maybe the strongest lure to spread its activities internationally is that the managers 
of a firm can free themselves from the bounds of a national state and its authority. 
By spreading multi-nationally the firm can become a ‘state outside the state’; it is the 
denial of the limits restricting it to the power of a national state and the creation of 
its own power, to be exercised freely, if not unreservedly” (De Jong, 1972). 
 

Furthermore, the comparatively larger “internal” monitoring and sanctioning capacity of 
firms operating multinationally and transnationally tends to reinforce the asymmetry: 

 
“Trade is managed by the transnationals: most trade is intrafirm and is therefore directly 

controlled by these corporations, and much of the rest is directly controlled by them 
via subcontracting, licensing and franchising arrangements. This control gives power to 
these organizations which can then be used to secure their own objectives at the 
expense of communities which have no say in such decisions” (Cowling, 1990: 171). 

 
2. Divergences in the span-of-gravitation: multinational firms show a tendency to 

situate their “nerve centers” in one another’s proximity, thereby creating major im-
balances between on the one hand urban centers with a high concentration of  cash 
(financial capital), competence (intellectual capital), and connections (relational capi-
tal: politico-economic access, media exposure etc.), versus marginal regions that have 
to make it without the synergy of  these assets. Feagin & Smith (1987) describe these 
centers of  privilege as “world command cities” with “extraordinary concentrations 
of  top corporate decision-makers representing financial, commercial, law and media 
corporations”, not subordinated to any of  “their” respective national politics. 

3. Divergences in the span-of-time: another asymmetry between private and public 
players in terms of  maneuverability is the fact that national and community funds are 
usually tied down in “sunk”, long-term projects such as infrastructure, education and 
other collective facilities, whereas multinational firms are usually in a far more 
flexible position. 

 
Some are tempted to conclude that industrial policy is doomed to fail in such an asymmetric 
make-up (De Jong, 1985: 192-7; 1987: 13-28) while others argue, on the contrary, that the 
imbalances resulting from “transnationalism, centripetalism and short-termism” (Cowling, 
1990) make a strategic response all the more urgent as a means of counterbalancing the 
odds of transnational capitalism. 

Let us refrain from choosing between the two vistas until we know what the 
proponents versus opponents of an activist stance think about a problem that the pros 
leave largely implicit and the cons consider of no avail: the anatomy of the modern state in 
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mixed-market economies. In this respect two questions must be tackled. First, both in 
“interventionist” and “non-interventionist” regimes competitive and symbiotic depen-
dencies have become interwoven to such a degree that it becomes difficult to separate, 
empirically, market-pushed instances of “antagonistic cooperation” (e.g., coalitions among 
rival firms in an oligopolistic setting) from state-pulled instances of “cooperative 
antagonism”(e.g., rival state-market alliances competing for market-shares in cross-regional 
settings). Besides, neither pessimists nor optimists in the interventionist debate seem to 
consider a related problem: the difficulty, now in the categorical sense, to indicate the border-
line between and primacy of public versus private domains in the orchestration of industrial 
politics. By not delving deeper into the creeping implication or capture of the two, skeptics and 
optimists alike reproduce the myth of the dichotomy of state versus society and tend to 
underrate the fait-accompli rather than premeditated or “designed” character of industrial 
politics. 

Both questions relate to the same, interrelated phenomena: the coexistence of 
dissonance and consonance, and the interpenetration of state and market. Hence a 
preliminary conclusion: prior to the question whether or not interventions in industrial 
structures and processes can be considered a “viable option”, we have to know: 

1. How specific objectives, without an intelligent design ex ante, happen to become 
public priorities through the uses of private power (more often than vice versa); 

2. How, despite the discriminatory nature of these priorities, a veil of self-authorization 
moves these priorities above or beyond the industrial-political agenda, thereby 
substituting tactical accomplishments for strategic choices: the latter may be called 
der normative Kraft des Faktischen – say a “factuality regime” of escalating 
commitments that after some time tends to elude the control of its architects; 

3. How, in turn, this may create ex post communities-of-fate that makes it possible 
for irrationalities to co-exist in communities-of-practice, and even to reinforce one 
another, apparently without any innate pressure to get released from them. 

 

The state of the interventionist state 
Old caricatures never die. Despite empirical evidence supporting the claim that in modern 
capitalism industrial political regimes differ in degree rather than kind; and that differences 
emerge gradually rather than abruptly; and that the degree in which they differ from one 
another tends to fluctuate in time – scholars persist in speaking of “interventionist” versus 
“non-interventionist” regimes and, correspondingly, of “strong” versus “weak” states. 
Intervention, whether provoked indirectly by those having a stake in getting the state in-
volved, or imposed directly by the state as a “third party”, always implies a certain degree of 
entwining interests: 
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“He who intervenes commits himself, lets himself become part of a situation from 
which it is harder to withdraw than it is to get involved in. [...] Given the nature of 
the intervention the notion of ‘strong’ or ‘weak’ states disappears. An interventionist 
state’s variability moves along another axis, viz. that of a high versus a low level of entanglement” 
(Van Doorn, 1984: 12; italics added). 

 
The implications of mutual entanglement, however, are not obvious. Van Doorn has it that 
a higher level of entanglement increases both the state’s options and its commitments. 
Besides, no matter how intendedly rational the “start” of the entanglement of power and 
authority may have been, the moment the dynamics of scale and scope tend to get their 
own momentum, “a series of bilateral activities give the interventionist state a dialectic that 
is extremely hard to shake. Disentanglement me be considered desirable by everyone, but it 
has become a very laborious, almost unimaginable operation” (Van Doorn, 1984: 13). To 
explain the “dialectic” we may refer to a less metaphysical hypothesis, formulated earlier, 
about the mutual conditioning of horizontal (“intra-coalitional”) dilemmas and vertical and 
diagonal (“cross-coalitional”) alliances. Firms try to reduce their sensitivity to the actions of 
their rivals by exploiting the interdependent relationships between government and the 
business community; government institutions on the other hand try to control their own 
internal rivalries by winning the support of external client groups (often rivals among 
themselves). The cumulative outcome can hardly be seen as a rationally guided and 
comprehensively controlled phenomenon. This obviously has to do with the quantitative 
scale of the phenomenon. A more pertinent explanation, however, is to be found in its 
quality. Our earlier “catch-22”-example of the American chip manufacturers springs to 
mind. The USA–Japan agreement on import restrictions, inspired by sector or “locally” 
rational considerations, after some time turned out to have non-intended, 
“comprehensively” non-rational consequences. Subsequent attempts to undo these 
unintended consequences led to an increase rather than devolution of state and inter-state 
involvement. This is how the wonderful “chemistry” of entanglement gets started. Is this a 
demonstration of power or rather a demonstration of its counterpart: the Uberfremdung of 
power? To answer that question we will have to obtain a more precise understanding of 
two auxiliary mechanisms: in what way do these processes lead to a “gross” reduction in 
strategic options, and, secondly, to what extent does this reduction imply an “equivalent” 
loss of maneuverability for all the parties involved? The first question relates to the 
production of power; the second to the extent in which the dividends of power are reinvested 
in its reproduction. 
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7.3 Strategic choice: Houdini versus Ulysses 
 

De Jong (1972) states that multinational firms derive discretionary power from their 
superior maneuverability vis-à-vis their counterparts (such as state, labor, suppliers etc.). As 
quoted earlier, it is a power that is said to be “exercised freely”, though not, so we think, 
“unreservedly”. In the context of the dependencies discussed above the reserve or self-
restraint companies show when wielding their power may be regarded as “non-consumed” 
or “reinvested” relational capital: a prudent deployment of interdependence-capital yields 
dependence-dividend. In this vein it must be possible to refine the image projected by Van 
Doorn and others of the “vagueness” of power relations and of the “dialectical” impetus of 
entanglement processes in the interventionist state. Organizations for whom in terms of the 
three parameters mentioned above – namely the respective spans of geometry, gravitation 
and chronology – entering and exiting from present and future arenas is easiest, can afford 
to pursue a paradoxical double strategy: as shown in Chapter 2 they profess to be loyal to 
the calling of Europe, yet remain free to join competing alliances that thwart the European 
mission at the same time. The result is an intriguing mix of centripetal stratagems and 
centrifugal strategies. 

 

Discipline-seeking stratagems 
Every now and again occasional coalitions are formed in Europe between parties that 
otherwise remain each others’ rivals or competitors. Campaigns are triggered by the 
identification of external threats. External threats can be effectively used to defend 
“temporary” protectionism, to obtain permission for so-called “pre-competitive” 
cooperation and to argue a “temporary” relaxation of anti-trust and competition law. Since 
the main objective is the mobilization of parallel interests, one may expect that the usual 
dilemmas of “capitalist collective action” will emerge. The art of defining a “sufficient” 
collective interest is to muster an exemplary constituency while at the same time keeping 
the coalition of stakeholders as manageable as possible. The “ideal blend” would be to have 
tight entry barriers (in order to ensure a representational “monopoly”) combined with loose 
exit conditions. This blend facilitates a coalition’s internal monitoring and at the same time 
reduces the chance of fights over the fair distribution of the benefits or the sacrifice of (part 
of) one’s autonomy. (A sacrifice of autonomy is inevitable when competitors, for the time 
being, put aside their rivalries.) In order to maximize such a coalition’s representativeness, that 
is, the internal prerequisite of its credibility, the size of the coalition becomes decisive. The 
optimal size of a coalition is determined by two criteria: minimizing the costs of monitoring 
each others’ behavior and minimizing the costs of sanctioning, that is, rewarding kept 
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promises and punishing disloyalty. In addition, as argued in Chapter 6, there are two 
supplementary external conditions that determine the ability for rivals to form a coalition: 
the degree of concentration of “their” market-domain and the fierceness of the competition 
in that market-domain. No matter what the outcome, the “cement” of such a coalition will 
be ruled by the device that 

 
“[...] bei einer solchen Konstellation die privilegierten Gegner bei aller Gegnerschaft 
zugleich aus das gemeinsame Interesse (haben), nicht privilegierten Gruppen von der 
Beteiligung an der Kontrolle der zentralen staatlichen Machtmonopole und an den 
Machtchancen, die diese Kontrolle bietet, auszuschließen” (Elias, 1969: 403). 

[[...] in a constellation of this kind the privileged antagonists, in spite of their 
antagonisms, have a common interest in keeping non-privileged groups from taking 
part in controlling the power monopoly of the central state, and from benefiting 
from the chances that this control offers]. 

 
Discipline-shunning strategies 

In the case of alliances across the boundaries of parallel or collective interests we are dealing 
with a different kind of “common” interest. The (potential) partners are private or public 
organizations who are at least not in the direct sense one another’s rivals. Only at a distance 
– functionally, geographically or in time – they may challenge each other’s domain or 
competence. Cross-coalitional alliances serve to reduce the risk of retaliation by introducing 
the possibility of ménages-à-trois. The first type of bonding – the mobilization of a coalition – is 
about what goes on within a class or category of collective interests; the second one about 
what goes on between classes or categories of interests. The second type of bonding 
depends on the mobility of organizations, that is to say the possibility to change allies. 
Contrary to the first type of bonding, in the case of alliances the “ideal blend” is one in 
which it is easy to join, but hard to leave. A constellation of this kind has two things going 
for it. First, weak entry-barriers may increase the internal diversity of the alliance – the 
richness of its symbiotic “content” – whereas by erecting exit barriers one reduces the risk 
of cannibalism (the selfish exploitation of one’s partners’ resources – cash, competence and 
connections). The risk of cannibalism is determined by the intensity and asymmetry of 
mutual dependencies. The latter are defined by the relative ease with which allies can be 
replaced (substitutability) and by the relative indispensability of the critical resources binding 
the parties (centrality). Here too, as in the quest for intra-coalitional mobilization, actors have 
to face a trade-off. 

As far as they anticipate that their counterparts will preserve their exit-options there is 
not much room for the second prerequisite of credibility, that is, reciprocity. Reciprocity 
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seems best guaranteed by as little cross-coalitional overlap as possible, and by maximum 
complementarity. Complementarity means that each partner is “dedicated” to specialized 
assets (financial, professional or otherwise) in which he will try to obtain a quasi-exclusive 
position. Specialization, however, makes for “inverted” dependence, and exclusivity attracts 
fellow-riders. The risk of fellow-riding echoes Schumpeter’s adage that “the position of a 
single seller can in general be conquered – and retained for decades – only on the condition 
that he does not behave like a monopolist” (Schumpeter [1943], 1970: 99). Exclusivity, in 
other words, is a relative and a temporary phenomenon. Analogous to the case of 
“organizing” for a coalition’s representativeness, “organizing” for cross-coalitional reci-
procity the optimal size of a web of alliances will be governed by the law of diminishing 
returns: the costs of monitoring and sanctioning limit the benefits of alliances between 
coalitions. Where the toll of coalition-formation around parallel interests implies a loss of 
autonomy, with alliances among complementary interests it is the loss of autarky. Whilst 
entry-barriers provide the cement for coalitions of parallel interests – let’s call this the 
“Houdini”-principle since exit-options are kept open –, alliances of complementary interests, 
while indifferent or positive vis á vis new entrants, are held together by exit-barriers. Let’s 
call the latter (following Elster, 1984) the “Ulysses”-principle. The latter stands for: “[...] 
some voluntary but irreversible sacrifice of freedom of choice. (Commitments) rest on the 
paradox that the power to constrain an adversary may depend on the power to bind oneself 
[...]” (Schelling, 1969: 282). 

 

Boundary choices 
The assertion that the qualifications “adversary” versus “ally” are relative and reversible 
labels, all the way up from corporate stratagems to industrial politics, can be substantiated 
by elucidating why strategic choice in the game of coalition and alliance-formation is a 
matter of boundary choice, that is a choice related to the optimal demarcation between actors 
(firms, interest-associations, states) and their competitive alias symbiotic environments. In 
both coalition and alliance-formation the trade-offs between keeping distance (extreme: 
isolationism) versus proximity (extreme: annexation) are governed by the minimization of costs 
involved in monitoring and sanctioning. The “double thrift” expressed in this axiom, offers an 
explanation for the nexus between the size and sustainability of coalitions and alliances. The 
more costly the creation and maintenance of discipline-seeking coalitions, the stronger the 
tendency to minimize their size and to seek compensation for the associated loss of 
autonomy in discipline-shunning, that is cross-coalitional alliances. This is the mechanism, 
varying according to the prevailing conditions of symbiotic alias competitive inter-depen-
dence, that determines the urge and differentiates the room for capital, state and labor to 
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commit one another. 
The mechanism starts at the bottom of the pyramid, that is at the micro-level of inter-

firm relationships: it governs the quest for remote versus close control between a “core”-
producer and its specialist subcontractors (“co-production”) and launching customers (“co-
design”). It may be seen as an escape – forwards, backwards or sideways –from intra to 
inter-organizational strains. 
 

An instructive example is offered by changes in the nature of tactical coalitions among established 
pharmaceutical companies on the one hand, and strategic alliances between them and small, 
innovative biotechnology firms on the other. Tactical coalitions refer to shifts in the horizontal 
division of power: they aim at the postponement or obstruction of the introduction of generic 
medicines by means of side-payments offered to the producers of generics by the majors that see 
the patent-protection of their products running out. Strategic alliances refer to shifts in the vertical 
division of power. From the infancy of bio-pharma in the mid-1970s until the 1980s the biotech 
firms, backed by venture capitalists, played the instigating role in R&D partnerships with 
established pharmaceutical firms. Alliances in this stage were typically joint-ventures, that is newly 
formed equity-based enterprises. After the break-through in the 1980s the large pharmaceutical 
firms reassumed their dominant role as nodal players in increasingly extending and denser 
networks of first and second-tier R&D-suppliers and subcontractors (from biotech-upstarts to 
universities). From then on equity-based alliances were replaced by contract-based partnerships. 
Compared to joint-ventures, contractual relations have (at least) two strategic advantages for the 
pharmaceutical majors, both of them satisfying the rationale of “economizing-on-commitments”: 
they keep the majors informed about promising and (for their standing investments) potentially 
threatening new pharmaco-medical trajectories, while absolving them from the necessity to 
commit substantial sums in asset-specific and relational investments (all the way down, from FDA-
submittance to upstream licensing and downstream commercialization). Under conditions of 
shortening product and technology cycles, the “advantage of contractual partnerships over equity 
relations is that the former [...] provides research partners with a high degree of flexibility and 
enables them to switch from research in one technological field to another” (Roijakkers & 
Hagedoorn, 2006: 434). However, given the outsourcing of critical research by the majors 
themselves (the “Pfizer” doctrine) and the absence of the possibility of crossovers from one 
technology to another for the biotech minors, the question arises whether both parties-to-the-
party will prefer the “flexibility” of contracts over equity to the same extent. All depends on the 
equivalence of entry and exit opportunities for the alliance-partners. In that respect equity-based 
alliances are more self-disciplining (in the Ulysses’ sense) than contract-based alliances (reiterating 
the issue of “contractual hazards” and the divide between value-creation and value-appropriation). 

 
What this mixed mode of horizontal moves and vertical movements learns is twofold: what 
the games unifies is their purpose, to wit: the (re)consolidation of power; what the players 
distinguishes is that the “majors” may have a heavier hand in claiming the returns from this 
Schumpeter/Schelling-menu than the “minors”. As a consequence, at least three substantial 
obstacles may erode the distributive fairness and stability of inter-firm collaborative agree-
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ments (Jacquemin & Spinoit, 1986: 492-494). 
 

The fragility of cooperative arrangements 
First, “a cooperative agreement is a compromise between a desire for collaboration and an 
intention of maintaining independence, so that the organizational structure reflecting such an 
ambiguity is usually complex. Various clauses of the legal structure express this concern and 
imply heavy transaction costs of negotiation, especially for transnational ventures. Partner 
selection and the possibility of defining well-balanced contributions is the first barrier. An 
especially important fear is that one partner will be strengthened by the cooperation in such a 
way that it will become a dangerous competitor. This situation is of course more probable for 
horizontal agreements than for vertical ones. In the latter case, complementarities allow the 
benefits to be distributed according to the respective activities and products. In the case of 
cooperation between competitors, a geographical partition is the most obvious system of trying 
to solve the problem but has a side effect on existing competition. 

Second, “the management of existing cooperative agreements is also costly, especially in 
R&D where technological conditions are changing rapidly and unpredictably. As it is not possible 
to maintain complete control over the functioning of the cooperation, it is necessary to 
construct complex contracts containing explicit clauses concerning confidentiality and 
transmission of information; and patent, trademark and copyright licenses. In fact, in joint R&D, 
there are fundamental limits on the ability to protect intellectual property, especially when 
technology advances at a rapid pace and competitors can invent around existing patents. 

Finally, “it is not easy to divide the benefits of a cooperative agreement in R&D given that 
scientific knowledge has many aspects of a public good and that its results are not often easily 
incorporated. Disputes about joint appropriation, exclusivity and sharing (ratione loci or ratione 
materiae) of the results are often the source of disagreements. 

Conclusion: “all of these elements suggest that even in the context of a very tolerant 
antitrust policy, without positive public actions, European cooperation in R&D will remain a 
limited and unstable phenomenon” (Jacquemin & Spinoit, 1986: 492-4). 

 
The “escape”-mode is not a one-way principle, that is a formula for converting the strains 
among-parallel-interests into relief between-complementary-interests. The mechanism 
works both ways. Like interest-grouping coalitions, interest-crossing alliances have 
monitoring and sanctioning costs too. “Rational egoists” will try to back out of both, 
preferring the risks (and possible benefits) of a free-rider stance to the risks of defection in a 
universe where the number of triangular relationships (ménages-à-trois) tends to grow faster 
than the number of potential allies. 

Though the shuttle between discipline-seeking coalitions and discipline-shunning 
alliances may be hard to capture in deterministic terms, it is intuitively plausible that the two 
have a mutually conditioning impact. In our framework the conditioning works along two 
axes: 

1. The freedom for entering and exiting the level of parallel interests (firms, state-
agencies, interest associations, each considered sui generis) affects the costs of 



CAPITALIST DISCIPLINE 

 193 

monitoring and sanctioning aggregates of interests. The costs of monitoring and 
sanctioning determine the optimal size of a coalition. The size of a coalition, by 
affecting its mobilization potential and internal credits, determines its 
representativeness, that is its license-to-operate. 

2. The freedom for entering and exiting the level of the intermediation of 
complementary interests determines the costs of monitoring and sanctioning alliances. 
The latter determine the optimal size of an alliance. The size of an alliance, by 
defining the mobility potential and external credits of the allies, determines its 
capacity-to-reciprocate. 
 

We think that the axiom of “double thrift” and its subsidiary, the “shuttle” between 
discipline-seeking versus discipline-shunning arrangements, provide a clue for some of the 
incongruities of the European game of industrial politics, such as the remarkable adherence 
to the categorical “musts” of scale and concentration – despite economists’ doubts and a 
lack of coherent industrial-strategical justifications – and the puzzling concurrence of Euro-
chauvinism living harmoniously together with a monotonously increasing number of allian-
ces with notoriously non-European allies. From a “monogamous” standpoint these things 
are at best a puzzle, or, in Olsonian parlance, the irrational outcomes of “the logic of collec-
tive action”. Before proposing a more satisfactory interpretation, based on the “poly-
gamous” dialectics of the politics of representativeness-cum-reciprocity, it may be helpful to 
insert a concrete example of coalition and alliance-formation processes, and to illustrate the 
way the “shuttle” operates in concreto (see also Chapter 2). 
 

Houdini meets Ulysses 
The phenomenon of coalition-formation in European industrial politics can be substantiated by 
looking at the remarkable “bias” in the mobilization of financial resources for specific technological 
projects. Table 7.2 illustrates the way a lump sum of (then) 5,617 billion “Ecus” was distributed 
among various technology projects sponsored by the European Commission (from 1987 to 1991). 
As can be seen from that table the bulk of the financial efforts went to the area of information 
technology. Figure 7.1 gives an impression of the “saddle” of the coalition of European majors in 
information technology. A distinction has been made between Esprit (an IT-project sponsored by 
the (then) European “Community”, with an outspoken techno-push orientation) and Eureka (a non-
“Community” project sponsored by individual member states, based upon alternating sub-
coalitions within the same overall-coalition of European majors, but this time operating closer to 
the demand-pull side of the market). 
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Table 7.2 The politics of mobilization: the Euro-commission’s R&D framework (1987-1991) 
Traject/Projects Expected Budgetary 

Commitments 1987-1991 (Mecu) 
1. Quality of life 

1.1  Health 
1.2  Radiation Protection 
1.3  Environment 

 
67 
60 

292 
2. Towards an Information Society 

2.1  Information Technologies (Esprit) 
2.2  Telecommunications (Race) 

2.3  Applications of IT (including transport) 

 
1.534 

462 
105 

3. Modernisation of Industry 
3.1 Manufacturing industry (Brite) 
3.2 Advanced Materials 
3.3 Raw Materials 
3.4 Standards 

 
396 
205 

65 
188 

4. Biological Resources 
4.1 Biotechnology 
4.2 Agro-industrial 
4.3 Competitiveness of Agriculture 

 
121 

88 
56 

5. Energy 
5.1 Fission 
5.2 Fusion 
5.3 Non-nuclear 

 
472 
902 
190 

6. S & T for Development 67 
7. Exploiting the seabed and marine resources 

7.1 Marine S & T 
7.2 Fisheries 

 
42 
25 

8. European S & T cooperation 
8.1 Stimulation 
8.2 Large facilities 
8.3 Forecasting, assessment, etc. 
8.4 Dissemination of results 

 
176 

25 
22 
56 

Total 5,617 
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Figure 7.1 Discipline-seeking stratagems: Europe’s “big-12” coalitions in two information- 
 Technology programs* 

 
* Percentages on the vertical axis represent the relative “shares” of the participants in Esprit, resp. 
Eureka. 
Source: Adapted from Roscam Abbing & Schakenraad (1990). 

 
Typical examples of coalition-bridging alliances, on the other hand, are found in a worldwide 
network in which the “most favored” Euro-partners appear to collaborate with their “most feared” 
Japanese and American colleagues. Figure 7.2 shows how multinational firms involved in the 
international technology-race try to deal with the contrary “demands” of the mobilization of a 
European coalition of parallel interests on the one hand – demanding stringent entry barriers cum 
permissive exit conditions – the “Houdini”-principle – while simultaneously pursuing their 
worldwide freedom of movement, that is, a high degree of mobility across parallel interest-
coalitions on the other, asking for permissive entry cum stringent exit conditions – the “Ulysses”-
principle – even if the quest for unfettered mobility means that the majors happen to meet again 
as “proto”-antagonists at the same overseas allies. 
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Figure 7.2 Discipline-shunning strategies: information technology-alliances worldwide (1985-1989)* 

 
 Source: Hagedoorn & Schakenraad (1992: 170). 



CAPITALIST DISCIPLINE 

 197 

 
The shuttle between regional coalitions looking for discipline and global alliances looking for 
compensation for the disciplinary escapes in the regional “logic of collective action” – reinforcing 
rather than mitigating the “net” disciplinary deficits – illustrates the perplexities involved in the 
sandwiching of competitive and symbiotic dependencies. The shuttle may be interpreted as an 
instance of addressing complexity by forging complicity: that is as an example of the belief that 
perplexities produced under conditions of competitive dependence by the “logic of parallel action”, 
can be offset by reciprocities under conditions of symbiotic dependence – assuming that symbiotic 
relationships are easier to monitor (less costly) and, in a universe of rational selfishness, easier to 
sanction (while inflicting self-losses upon the opportunists). However, when do these efforts to 
escape from the “complexities” of intra-coalitional rational egoism (as exemplified by the free-rider 
trap) lead, inversely, to an increase of the cross-coalitional risks of “complicity” (as exemplified by 
the cannibalistic trap)? 

 

7.4 Discipline 
 

Two recent developments in the literature may offer help in answering this kind of puzzles. 
First, we should look at more fine-grained versions of the notion of “transaction costs”. As 
elucidated earlier (Chapter 3), the transactional rational-choice approach tries to predict 
under what conditions organizations decide to internalize part of their external contingencies 
(Reve, 1990; Scheiberg & Hollingsworth, 1990). Besides, a late offshoot of the “neo-
corporatist”-school (cf. Chapter 5) can be mentioned, in which the relations between 
government and industry are no longer described in the ideal-typical terms of tripartite 
institutions and mores in corporatist polities. Instead, capital, state and labor are analyzed in 
terms of strategic network-relationships (cf. Wright, 1988; Peterson, 1991; Martinelli, 1991; 
Marin & Mayntz, 1991). The two approaches are complementary. A (revised) “transaction-
cost” approach (Tce) can be used to repair a weak spot in “network” theory – viz. the 
underexposure of the processes underlying the formation of intermediary structures between 
hierarchy and market. The “network” approach, on the other hand, may benefit from the 
credits given to “uncertainty”, “frequency of transactions” and the role of “specialized 
assets” in Tce-explanations of the rise and transformation of integrated institutional 
arrangements. The advantage of the latter approach is that relations between organizations, 
in terms of type of dependence (competitive versus symbiotic), intensity of dependence 
(strong versus weak) and changes in type and intensity of inter-dependence (concentration 
versus fragmentation) may be translated into a model that clarifies when and why 
organizations tend to incorporate (e.g., in case of free-rider risks) or to put one another at 
arm’s length (as in case of cannibalism risks). In other words, it helps explain how 
organizations will mark their boundaries vis-à-vis their (competitive versus symbiotic) 
environment. It remains to be seen, however, how far the combination of the two sheds 
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any light on the processes of association versus dissociation between players with parallel 
(rather than complementary) interests, or, not less urgently, on the processes of 
entanglement versus disentanglement between actors “belonging” to divergent institutional 
domains (like capital, state and labor). To find out if it does we have to come with a broader 
politico-economic explanation of the quest for domain control. This inevitably means 
bringing the dimension of power back in. 

Power, as we saw a concept that is granted only secondary status in the explanation of 
inter-organizational behavior in Tce-orthodoxy (cf. Chapter 3), takes us back to the 
network-approach. In recent network-theories a central position is given to the degree of 
interpenetration of state and market (Martinelli, 1991; Grant, Paterson & Whitston, 1989; 
Cawson et al. 1990; Hancher & Moran, 1989; and Peterson, 1991). The problem with the 
latter, as argued above, is that it appears to be unable (or of no concern) to explain the pro-
cesses of association and dissociation between state(-organizations) and market 
(organizations). Conversely, the Tce-approach, although helpful in explaining the prefe-
rence organizations have for arm length relationships versus merger or annexation, is one-
sided if not naive in sticking to the motive of “economic rationality” in the overly narrow, 
neo-classical sense. 

 

Discipline at work 
We have to look for models that grant the tactical and offensive features of organizational 
behavior the space it realistically deserves. The starting point of the analysis is what in the 
general management literature is called the “strategic core” of an organization, that is, the 
notification of (alternating) its specific “identity”, unique “competence” or “strategic 
mission”. It is claimed that without such a core competence organizations lack an economic 
or socio-political raison d’être. Starting from this self-defined “core” it is possible to 
distinguish four types of dependence. Organizations face customers or clients downstream, 
suppliers and subcontractors upstream, and on their flanks two kinds of competitors: those 
that perform exactly the same that the organization itself can and, thus, serve as a substitute 
or stand-in for the organization; besides, there exist actors in the environment that may try 
to enter, or even take over, the task domain or market of the focal organization (potential 
invaders posing a more radical challenge). The argument can be reformulated in terms of 
stakeholders. Every organization – whether profit or non-profit – has to deal with players 
that are affected by its actions, either in the symbiotic (up and downstream) or competitive 
sense (as substitutes or invaders). Each type of dependence asks for its own governance 
recipes. In the competitive arena the risks associated with the presence of rival producers may 
be countered by “horizontal” coalitions, that is, by tacit or explicit collusion among rivals 
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looking for possibilities to keep their antagonisms at bay. It is the response to one type of 
environmental uncertainty: the quest for control of competitive dependence by means of 
coalitions in search of mutual selfrestraint or discipline. In the symbiotic arena, on the other 
hand, the uncertainty associated with the dependence on suppliers, customers or policy-
“takers” (in case of a state-agency or interest-association) is countered by “vertical”, that is 
upstream and downstream alliances respectively. Together they constitute a repertoire 
aimed at controlling a second type of environmental uncertainty: the quest for control over 
the suppliers of critical resources and the attempt to bind customers or policy-“clients” 
through the creation of alliances. By charting the question of environmental control in this 
manner – Figure 7.3 is a graphical representation – we hope to shed light on the following 
issues: 

1. The essential strategic choice facing an organization that wants to maintain or 
improve its position in a specific environment is the choice of its boundary: the 
organization has to decide which dependencies it prefers to “internalize” and which 
to place or keep at “arm’s length”. 

2. The choice of its boundary may either be active/offensive or passive/defensive: 
to minimize their symbiotic and competitive dependences organizations will look 
for corresponding centrifugal alliances and centripetal coalitions. 

3. Symbiotic dependence is not necessarily a synonym for “harmony” or 
“cooperation”, nor competitive dependence for “conflict” or “avoidance”. Inter-
firm and inter-agency collaboration is competition with other means (and vice 
versa). Every pact – between rivals and symbionts alike – has its price. Moreover, 
both coalitions and alliances are subject to the law of diminishing returns on 
dependence-controlling arrangements. Consequently, organizations will try to 
economize on both recipes for coping with their environmental contingencies: call 
it the “dual thrift”-rule. 

4. Control-deficiencies of the former may be compensated by opportunities offered 
by the latter. In terms of Figure 7.3 (see below): when horizontal coalitions with 
“invaders” or “substitutes” are legally ruled out or too costly to ward off the threat 
of competition –therewith leaving unchecked the risks of excess-capacity, free-rides 
and other specimens of opportunism – organizations may attempt to survive by 
forming vertical or diagonal (market versus non-market) alliances. Conversely, 
when alliances entail too many new uncertainties – e.g., when mobility promises the 
liberation from intra-coalitional free riders, but, instead, introduces the cross-
coalitional risks of cannibalism – organizations may prefer horizontal coalitions to 
vertical or diagonal alliances as their second-best option: that is the “shuttle”-
principle. 
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Figure 7.3 Boundary choices in a two-dimensional arena 

Suppliers

Upward
Alliances

Customers

Downward
Alliances

Horizontal
CoalitionsInvaders Diversification

Coalitions SubstitutesStrategic
Core

SYMBIOTIC  ARENA
C

O
M

PE
T

IT
IV

E 
A

R
EN

A

 
 

Strategic choice in the above-presented trade-off between the “marginal utility” of 
coalitions versus alliances is a function of four (sets of) attributes: 

 
The Determinants of Strategic Choice 

 The concentration of the arena, that is the number of organizations or collective actors 
constituting the competitive environment; 
 The strategic core of the actors, defining the “indispensability”, that is the relative “centrality” 
and “non-substitutability” of each of them vis-à-vis their counterparts; 
 The centralization of the arena, interpreted as a function of the uncertainty, frequency and 
degree of co-specialization that characterizes the transactions between the players (in terms of 
the Tce-approach: the independent variables that predict the transition from “market”-type to 
“stratified” relationships between or “hierarchical” relations within organizations); 
 The power-equivalence of the actors, understood as a function of the symmetrical or 
asymmetrical distribution of the internal mobilization (license–to-operate) and external mobility 
(capacity-to-reciprocate) of the players. 
 

The mobilization-potential of an organization – whether a firm, state-agency or interest asso-
ciation – refers, first of all, to its “strategic core”, that is, to its indispensability for the reali-
zation of the interests or values of others and to the degree that stand-ins or substitutes for 
performing this role are available or not. Second, it must be obvious that the degree of 
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centralization of the arena and the internal cohesion of an organization, seen as a precondition 
for the latter’s mobilization-potential, are inter-related phenomena: the more uncertain, 
frequent and specialized the transactions between organizations, the more they will operate 
as a quasi-hierarchical rather than market-like organization-of-organizations and the more 
undisputed the “mandate” or “internal credit” of such a formation will be. The mobility-
potential of organizations, on the other hand, is related to the concentration of the arena: the 
sheer number of players will have a negative impact on the ease of coalition-formation 
among rivals and on the stability of the representational monopoly for such a coalition, – 
though it may positively influence the chance of finding alternative allies among symbionts. 
Interpreted this way, it is the interaction between cohesion/mobilization on the one hand, 
and the type and degree of dependence/mobility on the other, that in the final analysis will 
determine the bargaining power of organizations. 

Considered separately, the attributes listed above are necessary conditions for the 
wielding of power; taken together, they are considered to be sufficient conditions. Bargaining 
power, then, explains the phenomenon we wish to clarify: the “strategic choice” of the 
boundary between an organization and its environment. Summarizing, what assistance does 
this précis offer us for understanding the shuttle-dialectics of coalition and alliance-formation 
in European industrial politics? 

 

7.5 Disciplinary regimes and games from accommodation to industrial 
guerrilla 

 
To be respected, state-agencies, interest-associations and firms have to control in an efficient 
way the values and interests they pretend to represent. The representativeness of this type 
of collective actors – in fact coalitions of parallel interests – is said to be a function of their 
internal cohesion and mobilization potential. Furthermore, in order to be effective, collective 
actors have to arrange for a critical minimum of reciprocity vis à vis their primary 
counterparts. Reciprocity, as said before, is a function of collective actors’ mutual 
dependence and mobility-potential. Representativeness and reciprocity are considered to be 
the two essential coordinates of the politics-of-networking between interdependent 
organizations. Combining the two coordinates yields a fourfold classification that can be 
used for the comparative analysis of regimes of capitalist discipline and corporate games: 
 

Disciplinary regimes: a classification 
I   Regimes in which – due to entry and exit-barriers both at the micro-level of interest-

parallelization and the meso-level of interest-intermediation – neither the representativeness nor 
the reciprocity of collective actors are seriously disputed. 
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II   Regimes in which – due to ample entry and exit-opportunities at both levels – both the 
representativeness and the reciprocity of the collective actors tend to fall below some critical 
minimum. 

III  Regimes in which – due to entry and exit-barriers at the level of collective interest-
parallelization – coalitional representativeness is beyond dispute, but – due to entry and exit-
opportunities at the level of interest-intermediation between collective interests – cross-
coalitional reciprocity tends to become deficient. 

IV Regimes in which – due to the lack of entry and exit-opportunities on the level of interest-
intermediation – there is no alternative but cooperation among collective actors, and hence a 
sufficient degree of reciprocity, but in which the representativeness or internal “credit” of the 
respective coalitions, remains insufficient due to ample entry and exit-options at the level of 
collective interest-parallelization. 
 

Let us summarize the preceding as follows. Competitors joining a cartel, firms forming a 
trade association, trade unions subsumed in a larger federation, districts in a trade union, 
ministries within central government, divisions within a company, and so forth, can be seen 
as coalitions of parallel interests. The scope and stability of a coalition’s mandate is 
determined by its inclusivity. Inclusivity determines a coalition’s license-to-operate vis-à-vis 
third parties. However, since the scope and the stability of a mandate tend to affect one 
another – that is: the more many-sided or variegated the scope, the less stable a coalition 
will be – the pursuit of inclusivity is subject to diminishing returns. The consequence is a 
loss of representativeness: players no longer grant their counterparts a representational 
monopoly or will even try to take advantage of their opposite’s credibility-deficit due to the 
latter’s internal divides. Alliances, on the other hand, represent symbiotic relationships 
between collective actors that need one another to further their own (not necessarily 
parallel) interests and values. The exclusivity of an alliance (for instance between suppliers, 
producers and customers, or between trade unions and employers’ organizations, or 
between state and industry) is determined by their centrality and non-substitutability vis à 
vis their counterparts, which in turn determines the expected differentials in their capacity-
to-reciprocate. However, mutatis mutandis, the pursuit of exclusivity has its built-in limits 
too: as far as allies continue to search for alternative partners – more than they are willing to 
grant their allies – alliances remain unstable constructions too. 
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Figure 7.4 Discipline as a function of the interaction between Representativeness and Reciprocity 
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Whereas an actor’s representativeness is determined by the entry and exit-conditions at the 
organizational level of interest aggregation, inter-actor reciprocity is governed by the entry and 
exit-conditions at the inter-organizational level of interest intermediation. In order to 
comprehend the interaction of the dynamics inside and between collective actors – the 
shuttle-dialectic we introduced before – we must not only pay attention to the extent of 
entry and exit-barriers in and between collective actors per se, but more consequentially to 
asymmetries among collective actors in terms of their entry and exit-options at both levels of 
analysis. Not everybody pays the same toll for joining or leaving a coalition or alliance. 
Sometimes joining is foreclosed, respectively leaving too costly. The significance of this 
elaboration becomes clear by indicating how the industrial-political “compliance”-regimes 
distinguished in the matrix of Figure 7.4 (for an earlier version, cf. Wassenberg, 1992a: 437-
41), correspond to four different sorts of disciplinary games: 

 
Disciplinary games: a classification 

 Consolidation games: the kind of accommodationist stratagems and strategies we may expect 
when collective interest coalitions do not suffer from internal centrifugal strains while profiting at 
the same time from strong coalition-crossing interdependences (resulting in relatively low 
monitoring and sanctioning costs for both dimensions). Under such “idyllic” conditions the 
license-to-operate and capacity-to-reciprocate seem guaranteed. Typical examples are “mature” 
neo-corporatist regimes backed by large hierarchical firms, comprehensive interest associations 
and central state authorities under conditions of unquestioned discipline internally for each of 
them and centrally coordinated negotiations between stable private and public oligarchies, with 
high entry and exit barriers for all the parties involved. Illustrations are found in the period of the 
large-scale rationalization and restructuring of “sunset” industries like textiles, shipbuilding and 
offshore in several European countries during the second half of the last century. We call them 
Consolidation-games: “closed coalitions” meet “closed alliances”. 
 Conversion games: the type of stratagems and strategies that will occur when firms, interest 
associations and the state internally are still governed by the “iron rules of oligarchy”, but 
externally suffer from decreasing symbiotic dependences (caused by technological change, 
deregulation and internationalization, offering entry-options for new entrants and exit-options 
for one or more of the incumbents). Power differentials associated with asymmetries in the 
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freedom of movement make the risk of cannibalism more real, causing the costs of monitoring 
and sanctioning of alliances to go up, at least for the more dependent, that is more immobile 
parties. Typical examples after the demise of the neo-corporatist framework, are industries 
halfway the re-orientation from “sunset” to “sunrise”, such as information-technology, software, 
telecommunications and pharmaceuticals. We call them Conversion-games. Featuring: “closed 
coalitions” mix up in “open alliances”. 
 Containment games: the kind of tactical search and coordination behavior we may expect when 
firms, interest-associations and state-agencies become increasingly uncertain about their 
recognized “core competence”, facing an increase in competitive pressures cum shifting 
symbiotic interdependences (resulting in a growing number of entry and exit-options, and 
consequently a more frequent switching of partners). Recent examples are what in an era of 
global, “demand-pulled” competition are called multi-tier “strategic alliances” in, for example, 
aircraft manufacturing, airlines and automotive industry. Characteristically for this type of 
cooperation are the increasing differences between, on the one hand, the “biotope” of 
multinational firms (associated with a declining interest in their domestic trade and employers’ 
associations) versus state-agencies (facing increased rivalry and hegemonic aspirations inside the 
European Union framework), and trade unions (associated with a decrease in loyalty to their 
federations and the loss of traditional respect for horizontal, intra-federation domain boundaries) 
on the other. Formulated again in shorthand: Containment-games, when “open coalitions” meet 
“closed alliances”. 
 Cooptation games: the kind of clusters of sequentially complementary allies we expect in case of 
potentially high symbiotic dependences – bringing with it lower cross-coalitional monitoring and 
sanctioning costs and, thus, a reduced risk of exploitation within networks – combined with 
“unpredictable” switches across competing clusters – meaning increasing monitoring and 
sanctioning costs across networks (the result of the cobweb-like nature of international 
“technology-pushed” competition). Typical examples are the rise of vertical and diagonal alliances 
– from Japanese “Keiretsus” and Korean “Chaebols” with their international transplants-cum-
satellites, regional “industrial districts” such as Silicon Valley, Baden-Wurttemberg, Northern Italy 
and the South-East of France (Best, 1989; Cowling, 1990; Sabel, 1989; Saxenian, 1994) and the 
pharmaceutical industry vis à vis biotechnology-ventures (Roijakkers & Hagedoorn, 2006). Casted 
in terms of our premises: Cooptation games, featuring sequences of “open coalitions” meeting 
“open alliances” in parallel circuits. 
 

Encounters of the cooptation and containment-type are typical for shuttle-capitalism in 
optima forma, because of its tactical-offensive use of coalitions as leverage for controlling 
alliances, and alliances as a leverage for disciplining coalitions. The transformation from 
“sedentary” consolidation-games, with the central state as a hostage of trade unions and 
“sunset” sector associations (the Old discipline), to the largely “nomadic” coalition and 
alliance-movements of the present day (the New discipline), constitutes a regime-change 
that becomes comprehensible when its evolution is envisaged in terms of structural shifts in 
negotiating power; shifts that appear to be the product of a symmetrical loss of the sense of 
direction and mobilization-potential of firms, interest associations and the central state, 



CAPITALIST DISCIPLINE 

 205 

combined with asymmetrical changes mutual dependences and mobility-potential: a 
decreasing license-to-operate confronts an increasing asymmetry in the capacity-to-reciprocate. 
 

7.6 Recapitulation 
 

In the foregoing we tried, first, to build a methodological bridge between various levels of 
analysis: that is a strategic “choice”-theory explaining how actors draw their own boun-
daries, followed by an outline of how webs-of-commitments between actors are expected to 
evolve from these choices, resulting in an explanation of regimes (macro) that are seen as the 
logical though unintended outcome of these intendedly rational choices (micro) and selective 
commitments (meso). 

Second, we tried to offer a theoretical adstruction of the contrasts between disciplinary 
regimes by indicating the elementary rationale behind organizations’ boundary choices (the 
double thrift-axiom) and by asking how this rationale under shifting conditions (change 
drivers: mobilization and mobility-differentials) entails changes in the mixed modes of inter-
organizational games (the “shuttle”-hypothesis). 

 
The final two chapters propose a way to elaborate on a phenomenon hinted at only too 
rudimentary in our reconstruction of the separate logics of strategy and regime-formation, 
to wit: the recycling of discipline and diplomacy. Understanding the cyclical characteristics of 
choice, commitments and the negotiated order helps to understand the apex of the puzzle: 
how rival firms and rival states, though all of them bound to follow the “diktat” of internal 
and external conditions, appear to differ dramatically in the “hand” they have in the 
exploitation and transformation of these very conditions. What obscures the visibility of that 
“hand” is the fact that both the locus and focus of the circuits that preside over the 
orchestration of dependencies and the (re)distribution of the spoils, shift from stage to 
stage in a cumulative fashion. Such a non-determinist stance is enabled by the substitution of 
a cyclical perspective for the comparative-static view underlying the “genealogy” of 
disciplinary regime-modalities presented in the present chapter. The obvious drawback with 
genealogies is that they offer punctuations or “stills” in the evolution of disciplinary 
arrangements, suggesting a quasi-linear and unidirectional sequence of episodes, but 
unfortunately fail to specify the driving forces behind the beat of regime-change, as in a 
continuing motion picture. To this closing part of the expedition we turn now. 


