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Chapter 8  Commitments: The Essence of Discipline 
 

8.1 Introduction 
 

After having landed at the systematics of a number of modalities of capitalist diplomacy and 
discipline, what can be said about the checks and imbalances that explain the transition 
among them, that is the mutations in disciplinary regimes? Though the preceding chapters 
suggest where to look for the answers, we cannot afford to be conclusive. What 
complicates a straightforward answer is the concurrence of specific movements, the 
cumulative impact of which has begun to transpire only recently. 

New technologies change the composition and the boundaries of organizations, and 
the internationalization of competition changes the boundaries and the composition of the 
circuits in which rival states and rival firms meet. Though remains of the older principles 
and pragmatics of discipline and diplomacy persist, they are increasingly sandwiched in the 
outbidding of rival states competing for the location of rival firms, and competing firms 
looking for most receptive nations and regions. Instructively enough, the outbidding 
inspires firms and states to diametrically opposed responses to the ensuing dilemmas: 
nation-states tend towards a revival of nationalist casu quo protectionist reactions whereas 
multinational firms intensify their cross-national allegiances – precisely because of the bene-
fits they reap from the renaissance of the competition of nations. 

 
Moving targets 

For instance, when, after a series of corporate accounting scandals, the so-called Sarbanes-Oxley 
regulation on corporate disclosure practices got stricter in the USA, financial firms started to 
migrate to less stricter places like London. After a while they appeared ready to quit the City 
again when pressures to re-regulation mounted after the 2007 take-off of the American crisis in 
finances – the origin of which can now be traced back to an April 28, 2004 meeting when a 
successful lobby of five leading US investment banks persuaded the US Securities and Exchange 
Commission to exempt them from the standing regulation that limited the amount of debt they 
were allowed to take (see the “Paulson-pendulum” in Chapter 1). As we know now the granting 
of their wishes ended in the melt-down of once formidable Wall Street financial institutions, in 
their slipstream crippling major parts of the real, non-financial economy worldwide. As the 
survivors of the scramble keep moving, the reshuffle of codes and commitments continues to 
follow – be-it always a couple of steps behind. The proof of regulation is in the eating, and in the 
role of the cooks that are entrusted to check for compliance with the rules of regulation, such as 
credit rating agencies, as will be shown below. 

 
States, regions, firms and affiliate interests try to curb the odds of the relay-race by 
advocating the principle of “mutual recognition”. However, even inside the family of the 
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European Union the leveling intentions behind the mutual recognition-principle are unable 
to create the hoped-for backlash against European and foreign-owned firms shopping 
around for spotting the most permissive and pliable environment among the Union’s 
member states: 

 
“The history of the [European] community suggests that its reactions to problems 
such as these is likely to be restrained, as different member states weigh in on 
different sides of the issue. In short, the possibility seems real that the “mutual 
recognition” principle will precipitate a new wave of competition among 
governments for enterprises that serve the European market” (Vernon, 1991: 3). 

 
Though the targets of the regulatory steeple chase may have shifted since the last two 
decades, more than once due to the semantics of regulation and corporate governance, the 
elemental principles of the shopping game still hold sway: 

 
“As is frequently pointed out, unless banking regulations are identical across fron-
tiers, there will be plenty of scope for ‘regulatory arbitrage’. Similarly there would 
have incentives to ‘game’ capital-adequacy requirements by manipulating how capital 
and assets are defined. Indeed, investment banks like Goldman Sachs and Barclays 
Capital, are already inventing new types of securities to reduce the capital costs of 
holding risky assets.”(Robert Skidelsky, Project Syndicate, The Guardian, July 27, 
2009). 

 
The two-pronged search for front stage strictness to end “regulatory shopping”, while 
backstage preserving the loopholes for “regulatory capture”, can also be found in the less 
“virtual”, more real parts of the economy. For instance, at the eve of an international 
climate conference (Bali, December 2007), the Financial Times published a two-page 
advertisement in which some 150, mainly western, publicly listed international firms called 
upon government leaders to arrive at more compelling regulations on environmental protect-
tion, full disclosure on carbon emissions and so on: what the advertisers called for is not 
more or stricter rules, but rules that obtain equally for every nation: if you do not live at the 
uphill-side of the mountain of competition, ask for a level playing field. The search for this 
sort of contingent strictness ranges from the intra to the inter-national level: from the Dutch 
association of insurance companies issuing a “position paper” in which the Dutch Central 
Bank is exhorted to urgently impose on themselves a collective ban on attractive but risky in-
vestments and to press for European surveillance over the observance of the ban by the na-
tional surveillance agencies (Financieel Dagblad, 05-02-2009) – in brief a coalition of players 
of the same sort or category, following the Ulysses-principle – while on the other hand the 
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European member states, falling back on the basics of economic patriotism in the wake of 
the worldwide financial and economic crisis, bitterly criticize the European Commission for 
stalking and stalling their innovative efforts to give preferential treatment to their own financial 
and industrial institutionals – a private-public alliance following the Houdini-principle. 

In that sense one may wonder what will appear from a renewed call by the European 
Commission (02-06-2010) for, on the one hand, boosting the independence of international 
credit rating bureaus, by asking for an overarching European agency while, on the other, 
leaving the certification of each of the existing agencies to the national member states. 

Firms need states, and states need firms to realize their ambitions – aggregate welfare 
and private prosperity – but they differ in their capacity to pose as sovereign actors. Pro-
blems of coordination that once seemed to be controlled for in a national framework re-
emerge in a cross-national setting, be-it now without the institutional, organizational and 
financial backing that “disciplined” the older arrangements. 

This study set out to presage what sorts of capitalist discipline will come in the place of 
the older arrangements. The analysis subscribes to a secular tradition that envisages politico-
economic order as a profane product of intra-group coalitions and inter-group alliances. In 
that sense our analysis diverges from the “high-level” studies that approach business-state 
interactions from the degree of centralization and differentiation of state and society. 
System-level studies are not perceptibly fit to inform us about the sources of mutation in the 
substance and forms of concerted action. The main reason is that they fail to identify the 
sort of resources that enable actors to influence the rules and results of the games of 
economic change and continuity. “High level” studies, designed for comparing and 
assessing cross-national differences in policy-styles and competitive performance, tend to 
take institutional settings as faits accomplis; they focus on ideal-typical contrasts and 
similarities rather than on the necessarily fuzzy mix of proto-typical and (re)emergent 
properties that characterize living societal arrangements. Endogenous forces explaining the 
rise and fall or, sometimes, miraculous revival of institutional arrangements, remain 
unidentified. “Low-level” analysis, instead, takes the strategies and tactics of the actors 
(whether tangible or “perfect fakes”, see below) as its point of departure, tries to identify 
the causes of action and response, and traces its consequences for the continuity or 
discontinuity of the effective reach of “high-level” arrangements. 

Part of the problem is that both mainstreams in the current academy of political eco-
nomics – institutionalist and rational-choice analysis – tend to work from an over-organized 
conception of “the” state as opposed to a disorganized conception of firms and interest 
groups. Conceivably the notion of the over-organized state is a remnant of the, by and 
large, non-contested Weberian legacy, holding that democratic systems are legitimate – 
while periodically re-legitimized – monopolistic arrangements for moralizing and rationa-
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lizing coercion on behalf of the “authoritative allocation of values”. Of course, due to a 
steady erosion of national sovereignty, the secular decline of the bases of authority domes-
tically and uncertainty about the (multipolar?) future of international hegemony, the status 
of “the” state is not what it used to be. Nevertheless, in most impersonations of its 
transactions with interest groups and individual firms, the state remains, basically, an 
internally undifferentiated black box negotiating with a differentiated and increasingly 
ungovernable, while selfish-oriented collection of external stakeholders. The latter, on the 
other hand, especially since the academic proliferation of the Olsonian rational-choice 
perspective, are typically seen as disorganized aggregates of rational-egoists alias free-riders, 
by lack of rational foresight pinched between instinctive tit-for-tat and herd behaviors. 

Practice shows, however, that state actors have learned from their private counterparts 
about the principles of free-riding and competitive imitation, be-it usually presented in the 
stately idiom or desiderata of subsidiarity and matching. Private interest formations, on the 
other hand, demonstrate time and again – contrary to theoretical forecasting – a miraculous 
flair in finding a more or less astute modus vivendi for coping with their own (“Olsonian”) 
intra and inter-group dilemmas of collective action. An opposite image seems therefore 
more plausible: states, as yet somewhat inexperienced with methods to compensate for 
their loss of standing and sovereignty, tend to become more undisciplined while interest 
groups and individual firms, discovering the perverse effects of rational egoism and the 
costs of selfishness, seem to become more and more disciplined – the more so when there is 
room to “hedge” the costs of group discipline and unselfishness by shifting them to others. The steering for 
a streetwise middle of the road between the two caricatures is frustrated by the continuing 
absence of a shared micro-foundation for understanding the dynamics of inter-firm and firm-
to-state interactions. (For recent audits of the “academic failure” to link (inter)corporate 
strategies and macro-economic analysis see Baily & Cowling, 2006; and Colander et al., 
2009). As a consequence we neither know how well state-actors are informed about the 
dilemmas of capitalist coordination nor to what extent firms and interest groups are 
familiarized with the (intra and inter-)state dilemmas of coordination. As a consequence we 
do not know how public and private actors make the best of what they profess to know 
about themselves and their counterparts. 

The literature offers no ready-mades that might serve as an antidote against the 
nominalist and comparative-static bias of institutionalist analysis. Of course, strategic 
management and organization analysis examine micro-interests and actors’ capacities to 
choose and act, but they conventionally forget about the rest of the task at hand, that is, to 
explain how micro-choice leads to meso-commitments, how meso-commitments crystallize 
into meta-structures, and how these meta-structures subsequently constrain or enable future 
choice. (It is not without irony that the disciplines most devoted to “methodological 
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individualism” – from neo-institutional economics to rational-choice and game-theory – 
find themselves unable to relate the birth of institutional arrangements and the evolution of 
social order to the acts of individual agents.) The aim of our study has been to find an 
umbrella perspective that synthesizes the best of both institutional and strategy analysis 
while removing its typical blinders. The “umbrella” we are looking for may be called a 
politico-economic “game-theory”, be-it amended in such a way that it fulfills its main 
mission, namely restoring the forgotten links between the logic of actors, the dynamics of 
games and the making and un-making of social order. The name we have suggested for the 
micro-foundation of this realist game is corporate or more generally organizational diplomacy. 
Organizational diplomacy tries to trace a middle-course between the reification of 
institutional and the narcissism of organization and strategy-analysis. 

Organizational diplomacy is about the art of exploring and probing the limits of 
sovereignty. Sovereignty is always a relative prospect: self-interest in situations of mutual 
dependence teaches restraint in the pursuit of self-sufficiency. Questions of sovereignty re-
emerge whenever dependence-relations change. The central argument of this study has 
been that changes in the patterns of business-to-state interactions tend to follow changes in 
the patterns of inter-firm dependences, whilst changes in inter-firm dependence are the 
result of increasing asymmetries in the mobility of financial, intellectual and relational 
capital. Since relational assets (“network” capital or “connectedness”) tend to be more 
sticky than organizational brains (“intellectual” capital) and intellectual assets are less mi-
gration-prone than financial resources (“financial” capital, in old and new guises), it is the 
latter that – as a rule – set the pattern and pace of change in firm-to-firm and business-to-
state reciprocities. In that (paradoxical) sense one might say: structure follows mobility. 

The soaring volatility of international finance precipitates the disentanglement of large 
financial holdings and conglomerates of unrelated businesses that emerged in the 1960s and 
1970s of the last century. In popular parlance the disrepute of the defensive practice of 
inter-firm cross-participations (Jack, 1997) and the rebound from unrelated diversification 
to more focused forms of enterprise, have been fashioned as the return to undiluted 
“shareholders capitalism”, euphemistically rationalized as a forced return to the rediscovery 
of the “core competence” of the firm. With this assessment an intriguing question poses 
itself: Are the waves of corporate break-ups, buy-outs and external realignments a consequence 
of the renewed search for “core competences” and “cost-efficiency”? Or should one say, 
instead, that the surge of new combinations of old resources and partners is the cause for 
reconsidering the competence of the firm? In the latter case, the declaratory search for 
“core competences” may be seen as an ex post rationalization of the gradual shake-up of 
internal coalitions in response to the radical reshuffle of external alliances that go inevitably with 
corporate break-ups and takeovers – that is to say: as something else than the alleged ex ante 
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rationality of the search for economies of synergy and the putative blessings of lean-and-
mean production. 

This chapter assesses the balance. The causes and consequences of change are briefly 
reviewed and illustrated by examples that demonstrate how government-business manners 
follow inter-state rivalries and how the latter follow the changing terms of engagement in 
inter-firm rivalry. For grasping the causal chain, contrasting assumptions on the emergence, 
diffusion and crystallization of strategies – from rational to embedded and diplomatic mo-
dels of economic man – are compared and assessed. The chapter ends with a couple of sug-
gestions in which direction to look for the completion of the most incomplete track of our 
expedition, that is, the question what “strategic choice” exactly means in an otherwise 
“dependences-driven” world (Kafkaesque rationalizations – “there is no choice”– are never 
far away, as even the self-acclaimed “masters-of-the-universe” hasten to declare when 
testifying in US Senate Committee’s hearings, see for instance, Cohan, 2011). 

The final puzzle preludes on a tempting prospective research-agenda: the development 
of a theory of strategic responsiveness, based on the distinction between organizational 
dispositions and predispositions. The latter are indispensable constructs in a realistic model 
of organizational diplomacy, since they serve as a necessary counter-balance against the 
unintentional deterministic flavor of a model arguing that (firm-to-firm, state-to-firm) codes 
and commitments “inexorably” follow the conditions of mutual dependence. Otherwise 
said, disposition-and-predisposition sensitize for the margins of discretion in the diplomatic 
uses-of-nestedness (as we came to term behavior in a setting of interdepent choice). The 
margins of discretionary choice can be explored by looking more sharply at the “bottom-
up” workings of the mobilization of bias in the causal chain linking actors, games and the 
resulting negotiated order. That will be the contribution of this chapter: to learn more about 
the margins of discretion, identify the sources of strategic selectivity, and assess their 
combined impact on the logic of change in the orchestration of disciplinary regimes. The 
latter includes the ambition to understand the co-evolution of diplomacy, discipline and 
order, in short: to ascertain what more precisely drives the logic of change in the 
orchestration of nested games. The latter amounts to, among others, a revision of current 
corporate governance discussions, substituting the Realpolitik of corporate responsiveness 
for the deontology of corporate responsibility. (The latter is a serious affair but remains a 
floating subject without an adequate understanding of the former.) 
 

8.2  When structure follows volatility 
 

Around the turn of the past century analysts have pointed to several tendencies that 
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derange the familiar texture of resource-dependences between producers, suppliers, 
customers, substitutes and new entrants, therewith also altering the codes and 
commitments of the negotiated order of firm to firm and state to business relationships. 
The first of these tendencies is called de-industrialization. The label refers to the alleged 
decrease of the share of manufacturing activity in the gross domestic product and structure 
of employment in developed (Western) economies, and to the increasing centrality of 
service-based and knowledge-related industries. In order to place the tendency in proper 
perspective it should be noted, first, that the growing knowledge-intensity of production – 
when considered in the narrow sense, that is, as the intensity of research and development-
activities – is evident as much in agriculture, forestry and mining as it is in the 
manufacturing industry and, within that sector, across industries from textiles to 
telecommunications (Mytelka, 1991: 15-16). Second, the notion of de-industrialization tends 
to underrate the lasting importance of manufacturing in two respects: the relative decline of 
employment through productivity-increases does not imply a net decline in the centrality of 
manufacturing as such; and service and knowledge-intensive activities remain vitally 
dependent on the continuation, if not expansion of industrial activities, both within the 
domestic economy and elsewhere. What, nevertheless, did change and will continue to 
change in the foreseeable future is , first, the overall-composition of developed economies 
and, second, the boundaries between its constituent sectors. 

The latter relates to a second tendency, called de-intermediation, referring to the impact 
of technological innovations that redefine dramatically inherited patterns of intermediary 
routines and relationships between suppliers, producers and customers. The tightening and 
un-coupling of intermediary links upsets established “communities of practice” within and 
between firms, as well as between sectors of the economy as a whole. 

A third tendency may be called de-localization, including the regional and inter-regional 
migration of economic activities to places where substitute markets emerge or existing 
markets expand more rapidly and where investment and production conditions – from 
pollution control and labor relations to competition legislation and industrial-financial 
nepotism – appear to be more lenient than in economies based on stricter rules of financial 
regulation, social justice and environmental protection. 

 
Icarus’ flight 

 Each era entertains its favorite iconography. “Iconographies” are sets of imperative beliefs 
about order and its requisites. Order and requisites are usually presented in terms of logical 
“necessities”. Counter-logical aspects of order are wiped off as “frictions” or “transitional” 
inconsistencies. Only when frictions and inconsistencies become too obtrusive and persistent 
to be overlooked or negated any longer, frictions are renamed infractions or subversions of 
social order. By qualifying contradictions as a distraction or subversion of the realms of 
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necessity, iconographies resume to do what they do: moralizing and rationalizing existing 
disciplinary arrangements. 
 The iconography of more recent times, called “the Washington-consensus”, consisted of two 
icons: the stripping of the state and the rehabilitation of the market (eventually followed by 
the stripping of corporations). The two are presented as logically complementary necessities. 
State and market are said to respond, unison, to a common imperative: the globalization of 
local and regional economies. After the “Washington-consensus” the ineluctable response to 
globalization is: liberalization, deregulation, privatization, and the retreat of the state. Despite 
the quietist, if not fatalist TINA-mantra that goes with the consensus (“there is no alternative”) 
at least two alternative recipes (re-)emerge from the ruins of the 2008 global credit crunch: 
westward the rediscovery of the mixed market/welfare state versus, more eastward, the 
update of authoritarian, state-driven capitalism. 
 Globalization is the catch-all for the cross-border mobility of skills and competences 
(organizational “brains” or “intellectual” capital), cash and marketable physical assets 
(“financial” capital) and inter-organizational connections (“relational” or “network” capital). In 
a global setting of competing states, following competing firms, pressing for competing states,  
in last resort the most mobile resources and players – those who bear the brunt or serve as a 
catalyst in cross-border movements – decide about the new combinations of intellectual, 
financial and relational capital. It is these new combinations that decide about the competitive 
fate of nations. 
 The dislocation and re-composition of national economies affect moral and rational registers – 
registers that under more stable conditions are taken for granted while operating largely 
implicitly: a fine-grained web of interlaced interests cum a critical minimum of understandings 
and routines for coping with the dilemmas exposed above. The cross-border mobility of 
tangible and intangible assets is bound to upset the taken-for-granted orchestration of public 
and private stakes, both inside and across national entities. The result echoes Icarus’ fate: the 
wings that once lifted the flight of the “New industrial state” (cf. Chapter 2), have gradually 
melted away (O’Brien, 1992; Guéhenno, 1993; Rosecrance, 1996). 

 
Icarus illuminated 

The pushes and pulls on knowledge-intensive, and relationally as well financially interlaced 
sectors like the commercial aerospace industry serve as a pointing illustration. Airbus, a 
European aviation firm, recently said to be forced to dislocate parts of its production to Asian, 
American and Arab subcontractors – for reasons including rising labor and supply costs, 
exchange rate disadvantages (producing in euro’s while selling in dollars), facing shrinking 
international demand due to soaring oil prices, slowing economies and a shakeout among Wall 
Street institutions that finance aviation companies. As of 2009 part of the production of A-320 
planes was announced to be transplanted to China. Meanwhile, sophisticated components of 
the central fuselage of the A-350 will be produced by a former Boeing subsidiary – the same 
subcontractor that also participates in the assembly process of Airbus’ most feared rival: 
Boeing’s Dreamliner 787. The level of airframe outsourcing on the wide-body A-350 is estimated 
to amount to 50 percent. Airbus union officials and even an Airbus chief executive are reported 
to consider “the fear of [Airbus] losing control of its critical operations [as] a legitimate concern 
[..] That would be a danger if we didn’t know what our core competencies were. But we’ve done 
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studies into what should be core what non-core. There are risks to this concept, but I’m 
optimistic we can manage it.” (International Herald Tribune, September 26, 2008). 
 Industrial experts, though, are less optimistic, while expecting within 5 to 10 years an 
“irreversible transfer” of core technology and associated relational assets from Airbus’ 
headquarters to Chinese and Indian partners. (De Volkskrant, March 1, 2007). Apart from 
concerns about the migration of brains and connections, mention should be made of the role of 
international financial capital in the self-propelling movement of geo-political relocations. The 
bulk of the fleets exploited by international airlines is bought by lease finance firms. ILFC, the US-
based world’s biggest plane lessor by fleet value and the most important customer for both 
Boeing and Airbus, is up for sale since its owner – the insurance giant AIG (American International 
Group) – after the Wall Street collapse had to raise cash to pay back a lifesaving $ 85 billion US 
Federal Reserve loan. Shares of both Airbus and Boeing started a free fall as investors worried 
about the outcome of the sale and what the eventual collapse of ILFC – the biggest buyer of 
Boeing’s Dreamliner 787 and Airbus’ A-350 superjumbo – would mean for the industry. The only 
potential buyers with adequate muscles to pull ILFC off are expected to be, again, sovereign 
wealth (“state”) funds from China and the Middle East (data assembled from the International 
Herald Tribune, September 19, 2008). 
 This is the way, apparently, how the mobility “multiplier” of financial-physical, intellectual and 
relational capital operates. (More about the issue of spillover- and crossover-hazards in the final 
chapter.) 

 
The trilogy of de-industrialization, de-intermediation and de-localization coalesce into 
“modern” uncertainties about the displacement of public prerogatives and private 
competences. The uncertainty is a consequence of the intensification of inter-state and 
inter-regional rivalries everywhere states and regions look for minimizing the odds and 
maximizing the benefits of the above-sketched shifts in the composition and territoriality of 
national economies. Whatever their separate or combined impact, the trends do have 
significant consequences for the ease of monitoring and sanctioning inter-organizational 
relations, and thus for the credibility of firm-to-firm and business-to-government 
commitments. The uncertainty, associated with changes in the configuration of depen-
dences, induces change in the repertories for coping with dependence: from accommo-
dation to containment, from centralized to relational control, from direct annexation to 
indirect orchestration. In one phrase: the transition from the Old to the New discipline may 
be summarized as the transition from the administration of the “nuts-and-bolts” of national 
industrial complexes to the orchestration of the “hubs-and-spokes” of cross-national 
extensions and ramifications of formerly national complexes. In the latter constellation it is 
not the (functional, sectoral or geographical) location of the ownership or control of 
resources but the focus and the locus of instigation that count. (As will be elaborated on in 
the following sections, the “power-to-instigate” is defined as the capacity to set a chain of moves 
and movements into motion – be it by obstruction, pre-emption, inducement or containment – 
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though without the slightest temptation or aspiration to own or control, and even less to be 
held accountable for, the resulting momentum of the systemic domino.) 

The focus of “instigation” shifts from the Schumpeter-tenet “the threat of competition 
disciplines before it attacks” towards the Schelling-tenet “the threat of partner-substitution 
disciplines before it materializes”. Competing for market-shares becomes to be mixed with, 
if not overruled by, competing-for-partners. As far as the latter contest is more and more 
driven by preemptive and expeditionary considerations, fast-splitting and first-quitting 
rather than first-entry and scale advantages decide about corporations’ fate. In that sense 
one can say: volatility follows versatility. 

As a consequence of focus-shifts, the locus of “instigation” changes as well. The focus 
of Schellingian competition varies closely with the locus of Schumpeterian competences. 
Inversely, shifts in the locus of Schumpeterian instigation are a sure forebode of switches in the 
focus of Schellingian skills. Increasing disparities in the mobility of financial, intellectual and 
relational capital tear apart the “identity” of organizations and the “domain” over which 
organizations factually exercise control, or aspire to. Identity tells the subjective tale, 
recounting what organizations think they are, whom they represent, and where they want to 
be held accountable for. Identity informs about the demarcation of insiders and outsiders, 
and about reputations and self-believed capabilities. Domain, on the other hand, renders 
the objective story, gauging where organizational “dominion” begins and ends: it informs 
about the reach of resource-dependences and their objective leverage. Whilst identity builds 
on internal discipline and the claim of representativeness, domain-control rises from external 
maneuverability and the practice of reciprocity. The two complexions may widely diverge, 
announcing a radically different sort of corporate “schism” than the classical divide of 
“ownership versus control” (Berle & Means, 1932). It is the match between represent-
tativeness – the “license-to-operate”– and reciprocity – the “capacity-to-reciprocate” – that 
constitutes the credibility of organizations. Credibility is at stake as soon as the two 
“realities” tell another tale, while possibly widening the mismatch between subjective 
impersonations and objective practices. 

Whatever the possible sources of the mismatch, and its net impact on credibility, the 
desire for exploiting extant or forging new balances of internal and external commitments 
induces organizations, sooner or later, to reconsider their “competences”. Reconsidering an 
organization’s competence entails the in and out-sourcing of activities; out-sourcing in turn 
prompts to new forms of cross-sourcing that is to the shared acquisition and exploitation of 
resources not belonging to an organization’s own core and command. The spreading flood 
of corporate break-ups, used as a leverage to undo old and finance new waves of mergers, 
takeovers and realignments (Schenk et al., 1997; Schenk, 2005), affects both the nexus of 
commitments built around the internal core resources of the firm and the nexus of 
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commitments built around the core of its external partnerships. The choice of an 
organizational boundary is a matter of “strategic” concern. 

Second, as a result of the shifting boundaries between core and periphery, 
organizations are forced to reconsider the level of aggregation at which they prefer rivalry and 
cooperation to become “fixed”. Whilst transaction-costs and institutional economics 
profess to link the “decision-to-internalize or externalize” to considerations of transactional 
specificities, thus presenting boundary-choice as a matter of efficiency (inspired by neo-
classical purist or bounded rationality assumptions), the choice of particular levels-of-aggre-
gation, linking arena-choice to possible interaction-considerations, should be seen, instead, 
as a matter of effectiveness (based upon a fuzzy mix of negotiated rationality and expeditionary 
intuition). 

Both specimens of strategic “choice” explain the remarkable renaissance of the debate 
about questions of sovereignty – a summary-term for the search for “efficient” boundaries of 
organizational strategy-formation – and subsidiarity – summarizing the quest for “effective” 
levels of strategy-aggregation. The search for efficient boundaries alters identities; the quest 
for effective levels of aggregation redefines arenas. Organizational diplomacy owes its 
topicality to the wickedness of the problem of “fixing” identities and arenas when the 
functional and territorial boundaries of organizations and domains start to shift and when 
the articulation of interests appears to be more a matter of maneuverability across levels of 
aggregation than the pay-off of an institutionally fixed, single-level game. Though the two 
phenomena are clearly interrelated – organizations redefine their boundaries in response to 
arena-mutations and arenas mutate due to organizational boundary-shifts – the two follow 
their own logic: the boundaries of arenas change as a consequence of cumulative interaction-
effects; the boundaries of organizations change as a consequence of punctuated trans-
actions. Following their own distinct logic, there are arguably neither theoretical nor 
practical reasons to expect that organizational and domain-boundaries will change in the 
same pace and proportion. The lack of synchronism and proportionality unsettles the 
“correspondence” of internal pretensions and external practices. Once unsettled, two sorts 
of intelligence become of strategic avail: corporate intelligence, asking what boundary and 
arena-choice fits in best with what rival firms know about the competences (and dilemmas) 
of their rivals; and public intelligence, asking what rival states know about the predilections 
(and dilemmas) of rival firms, and what level of decision-making and strategy-aggregation 
would fit best in with that reciprocal knowledge. The combined quality or fit of the two 
“intelligences” determines the form and substance of the evolution of concerted action. 

 
Europe’s Concert revisited 

European industrial strategy-“agendas”, from the European Roundtable of Industrialists to the 
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Lisbon-consensus illustrate the point. A negotiated order is based upon credible commitments. 
Credible commitments among rival states and rival firms are only feasible and sustainable as far as 
firms and states are willing and able to define their lower limits of sovereignty – a matter of 
organizational boundary choices (delineating their “representativeness”) – and to define with 
similar clarity the upper limits of subsidiarity – a matter of choosing the boundaries of the arena in 
which firms and states they seek to solve their dilemmas of collective action and arrive at credible 
commitments (“reciprocity”). When uncertainty about sovereignty and subsidiarity prevails or, 
more probably, increases, the trade-off between the two is bound to remain an unsettled affair. So 
will the solvency of “European” strategy agendas. 

 
Concerted action may be seen as the art of trading sovereignty for subsidiarity. An ideal 
trade-off serves both efficiency and effectiveness desiderata. As an administrative device, 
subsidiarity may be invoked to check for coordination deficits due to market (and state) 
imperfections, whereas sovereignty may serve as a remedy for coordination deficits due to 
hierarchical overstretch. The doctrinary roots of the debate on the trade-offs between 
sovereignty and subsidiarity reach back to the organicist-solidarist genealogy of Catholic and 
(later) socio-democratic thinking on the “vertical” division of competences between (lower 
level) private and (higher level) public interests (see Chapter 5). The reanimation of the debate 
around 1989, refashioned into a discourse about the competences of the European (then) 
Community vis à vis its member states (Geelhoed, 1991; Santer, 1993), was codified in the 
1992 Treaty of Maastricht, where article 3B stipulated (italics added): 

 
“The Community shall act within the limits of the powers conferred upon it by this 
Treaty and of the objectives assigned to it therein. In areas which do not fall within 
its exclusive competence, the Community shall take action, in accordance with the 
principle of subsidiarity, only if and in so far as the objectives of the proposed action 
cannot sufficiently be achieved by the Member States and can therefore, by reason of 
the scale or effects of the proposed action, be better achieved by the Community. 
Any action by the Community shall not go beyond what is necessary to achieve the 
objectives of this Treaty.” 

 
Since its reincarnation in terms of public competences only, much judicial-casuist quibble 
has been put in finding a workable definition of subsidiarity and delineating the matching 
confines of “sufficiency” and “necessity”. The persisting semantic fuzz prompted a former 
chairman of the European Commission (Jacques Delors) to offer a reward for anyone that 
could explain the real meaning of subsidiarity, characterized by himself à l’improviste as “a 
way of reconciling what for many appears to be irreconcilable: [...] the need for a European 
power capable of tackling the problems of our age and the absolute necessity to preserve 
our roots in the shape of our nations and regions” (quoted in Santer, 1993). 
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The fuzz remains unsettled till today; it will continue as long as sovereignty and 
subsidiarity remain the favored hunting ground for two, at first sight opposing kinds of 
rhetoric: those who believe that any form of human intervention in the natural course of 
things inevitably leads to social mischief versus those, though subscribing to the pessimist 
camp on matters of “social engineering”, nevertheless expound a panglossian belief in the 
powers of “strategic engineering”. For a concise portrait of the doomsayers’ lineage we 
follow Hirschman (1991), who epitomizes the croakers’ agenda as the rhetoric-of-reaction, 
based upon three articles of faith: perversity, futility and jeopardy. 

 
The rhetoric of reaction 

The doctrines of perversity, futility and jeopardy assert that human aspirations for change 
invariably lead to either disaster or inverse results or, at best, to nullification: plus ça change, 
plus ça reste le meme. 

 
The perversity-thesis 

Historical proofs for the occurrence of perversity range from retrospective reports on the 
“denaturation” of the ideals of the French Revolution and the Age of Enlightenment to modern 
portraits of the “failures” of the Welfare State. The latter are exemplified by unemployment 
insurance allegedly reinforcing unemployment by discouraging workers to search for new jobs; 
or aid to non-working mothers with dependent children not only assisting broken-up families 
but allegedly eventually encouraging family break-ups; or speed limits and the compulsory use 
of seat-belts causing drivers to relax their vigilance and to drive more recklessly; or irrigation 
projects leading to the loss of irrigated acreage through water logging and the increase of 
conflicts over access to water, and so on. The examples are variations on the topos of the 
“unintended consequences of intended action”. As a rule, the subscribers of the perversity 
thesis ignore or obscure the illustrations and evidence that the intellectual fathers of the thesis, 
from Adam Smith to Robert Merton, provide of the potentially beneficial effects of activities that 
actors never had in mind when preparing for or performing specific acts (Hirschman, 1991: 38). 
 

The futility-thesis 
The second pillar is the epitome for thinkers that hold that political or economic interventions – 
from the promotion of democracy and egalitarian values to the redistribution of income and 
wealth or the readjustment of the market mechanism – inevitably come to naught because 
these efforts disregard some “law” whose existence has allegedly been ascertained by “science”. 
The intellectual genealogy runs from Mosca, Pareto and Michels to modern monetarists, anti-
Keynesians and other chroniclers of “(laws) ruling the social world [...] and acting as an 
insurmountable barrier to social engineering” (Hirschman, 1991: 71). The law of futility ends, at 
best, in a self-defeating prophecy. 

When assessing the first two sub-doctrines in terms of their social impact, Hirschman 
presages that the futility thesis is more malicious in its premises and devastating in its 
consequences than the perversity thesis. The advocates of the perversity-claim speak 
“condescendingly” and in the spirit of “forgivingness” about the lack of anticipation and the 
surplus of good intentions on the part of those who start the chain of events that leads to 
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perversity; the architects of perversity are seen as incurably naive, while lacking an elementary 
understanding of the interactive complexities of social and economic life. The advocates of the 
futility thesis, on the other hand, start from the parti pris that the architects of policies for 
empowering the powerless and for helping the poor are themselves, in fact or by intent, the 
beneficiaries of these policies, and therefore by no means all that innocent or well-intentioned. 
Social justice and all that “are nothing but smoke screens hiding the most selfish motives. [...] 
Far from being naive and full of illusion, ‘progressive’ policy-makers suddenly come to be 
perceived as cunning schemers and nasty hypocrites” (Hirschman, 1991: 77). 

 
The jeopardy-thesis 

Last but not least: whereas the futility-thesis thrives on demonstrating the inconsistency 
between proclaimed purposes (promoting democracy and welfare for the masses) and actual 
practice (continuation of oligarchy and mass poverty), the third pillar, the jeopardy thesis, 
cherishes the belief that intended change, though perhaps desirable in itself, involves 
unacceptable costs or consequences of one sort or another. What rises is invariably prophesized 
to fall. Underlying the jeopardy-thesis is the irrevocable belief that any fortuitous gain in one 
direction, for an individual or a group, is bound to be balanced and therefore in fact erased by an 
equivalent loss in another. Even, upon looking more closely “[...] we lose and we gain, but what 
we lose is more precious than what we gain. It is a case of one step forward, two steps 
backward: what first looks like progress is not just illusory, but outright impoverishing” 
(Hirschman, 1991: 122-3). 

Though less condescending than the perversity and less outright reactionary than the 
futility claimants, the subscribers of the jeopardy thesis share with the other two a consistently 
non-empiricist bias towards affirmative evidence only, a fact-resistant belief in some mythical, 
more noble antecedent past, and an equally non-empiricist disinterest in the occurrence of 
cases in which their prophesies of tragedy fail, that is: where the rise of something is not 
followed by its subsequent fall, or where the rise and fall of something end in net progress and 
increase of the common wealth. 

 
Though each of them declines the possibility of comprehensive or system-level rationality, 
the three siblings of the rhetoric-of-reaction arrive at their gloominess for contradictory 
reasons. At first sight both perversity and futility seem to be based on the notion of 
collectively unanticipated consequences of individual social action. Upon closer inspection, 
however, the two are based on almost opposite views of the social texture of purposive 
human and social action: 

 
“The perverse effect sees the social world as remarkably volatile, with every move 
leading immediately to a variety of unsuspected countermoves; the futility advocates, 
to the contrary, view the world as highly structured and as evolving according to 
immanent laws, which human actions are laughably impotent to modify. The 
comparative mildness of the claim of the futility thesis – human actions pursuing a 
given aim are nullified instead of achieving the exact opposite – thus is more than 



CAPITALIST DISCIPLINE 

 221 

compensated by what I earlier called its insulting character, by the contemptuous 
rebuff it opposes to any suggestion that the social world might be open to 
progressive change” (Hirschman, 1991: 72; italics in the original). 

 
The currently favored cure whenever individual rationality is believed to end in collective 
irrationality (or worse), is provided by the canons of rational individualism. The neo-liberal 
fellow-traveler of the rhetoric of reaction is the rhetoric of strategic activism. 

 
The rhetoric of activism 

The activist doctrine of strategic engineering delivers a variety of corporate recipes for 
“breakthrough strategies for seizing control of industries”, “creating the markets of tomorrow”, 
“shaping and scanning the future”, and so on (cf. Hamel & Prahalad, 1994, and the spirits of 
strategy regeneration and corporate renewal pervading the Harvard Business Review-columns). 
In brief, what distinguishes this train of strategy-thinking from positive science are: a large dose 
of self-complacency stemming from a prescriptive rather than analytical orientation; an under-
socialized. narcissistic and über-rational “model” of economic man, not taking into account the 
embeddedness of organizational practices; a linear and uni-directional conception of strategy 
design, implementation and learning, not respecting the iterative and interactive nature of 
strategic moves and countermoves; and an a-historical, single-loop view of strategy-making, 
insensitive for the “thickening” character of strategies, cumulating into (unforeseen) 
commitments that the “activist designers” possibly never have had in mind. 

 
Curiously enough, this winner-takes-all doctrine of “strategic engineering” faces an internal 
contradiction that parallels the antinomy we observed in its virtual antipode, the negativist 
doctrine that is devoted to fight the “fakes of social engineering”. The volatility caused by 
the international troika of deregulation, liberalization and technological turbulence is said to 
make the universe radically different from what it used to be. Remarkably enough, this 
unruly state of affairs appears to strengthen rather than weaken the advocacy of gilt-edged 
recipes for “creating the future”, “out-performing the neighbors” and “securing the market 
of tomorrow”. So, in the latter liturgy, volatility should be seen as a blessing in disguise, 
because those who read reality in a proper way, will arrive in a world that is structured 
enough to out-bid the competition. Apparently there is order in the chaos of hyper-
competition (see Chapter 2). What order remains unspecified. The rebuffing fatalism of 
reactionary rhetorics stands in sharp contrast to the exhorting self-conceit of managerial 
rhetorics. The former inspires to the arrogance of collective impotence, justifying the 
sufficiency of individual choice; the latter inspires to the arrogance of individual 
omnipotence of the self-declared “Masters of the universe”, not concerned about the nested 
nature of strategy and structure, therewith ignoring the necessity to take into account the 
eventually self-frustrating or collectively counter-productive effects of individual rationality. 
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Thus, curiously enough, in spite of their opposite partis pris, both the reactive sorcerer and 
its proactive apprentice come to earth in a shared illusion: the triumph of rational 
individualism. 

As long as sorcerers and apprentices assemble apart together the parallel implications 
of their contradictory premises remain unobserved. Remaining unnoticed, the real intrigue 
remains unaddressed: How do organizations cope with the shadows of the past that tie 
them to fixed routines and competences and limit their (ache for) strategic leeway – the 
“competence-trap”? Annex, how do organizations cope with the shadows of the future that 
teach them that the net pay-offs of strategic choice depend on what others are preparing to 
do in a complementary or off-setting way – the “competition-trap”? The best one can say 
about the rhetoric-of-reaction is that its teachings on perversity, futility and jeopardy help in 
making understandable the dismal outcomes of “atomistic” rationality. However, the 
remedy proposed for remediating the dismay is not particularly helpful when the noise of 
the rhetoric of individual action is called in for filling the void of the rhetoric of collective 
reaction. Both sorcerer and apprentice fail to inform us about the practical solutions that the 
capitalist aptitude for improvisation, however inadvertently or in vain, invents for 
addressing the traps of competence and competition. In that respect, the analytical trilogy 
of diplomacy, discipline and order, seems to have a stronger hand. 

Rather than joining the chorus-line of doctrinaire specialists, our diplomacy-
framework favors to focus on the praxis of rhetorics. As said before, in practical usage 
sovereignty and subsidiarity constitute the dual axis of the quest for co-ordination: 
sovereignty relates to competence-based organizational boundary-choices that tie down the 
relationships among organizations – firms, states and interest associations vis à vis their 
opposites – while subsidiarity relates to arena-choices, that is the levels of aggregation at 
which firms, states and interest groups attune their trade-offs between the desire for 
“selfishness” on the one hand and the need for (still self-serving) “unselfish” forms of self-
restraint and discipline on the other. The two are inextricably interlinked: Subsidiarity 
implies the transfer of sovereignty to higher or lower levels of interest aggregation; but by 
shifting sovereignty upward or downward, horizontal links between the iso-“sovereigns” 
alter as well. With that we are back at the eye of this study: the choreography of dependence 
between organizations whose fates are intertwined – whatever the direction, duration and 
degree of formal codification of the means of orchestration. 

 

8.3 Volatility follows versatility 
 

What may be considered novel in this study? The empirical objective has been to unravel 
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the intricacies of the manufacture of “nested” dependences, and to identify the forces that 
alter the form and substance of their orchestration. Theoretically the aim has been to find a 
bridging grammar for the various disciplines that are helpful for gaining insight into inter-
firm and business-to-state relationships, but unfortunately appear to be unable to benefit 
from one another’s insights and findings. Sometimes one gets the impression that academic 
divides are susceptible to similar forces as the ones that favor “stasis” and “cognitive 
capture” in corporate and industrial practices, that is: 

 
“large sunk costs represented by the development of well-practiced routines, 
supported by locally efficient information codes and the establishment of common 
knowledge-like expectations”, explaining why “it is less costly to eschew revolutions 
and favour ameliorative and essentially conservative mode of response to any 
dysfunctional aspects that may be noticed in the existing arrangements” (David, 
1994: 215). 

 
This view on the conservative bias or inertia (“path dependency”) of business routines 
resembles the view of critical economists on instances of academic inertia that explain the 
trained incapacity of mainstream economics to understand, let alone predict systemic crises 
due to the “blindness” of macro-economics “with respect to the role of interactions and 
connections between actors”, inducing: “[...] self-reinforcing feedback effects within the 
profession (that) may have led to the dominance of a paradigm (with) no solid 
methodological basis [...] neither empirical validation.” (Colander et al., 2009: 14). 

The overarching objective of this study is to expose the dysfunctionality of treating the 
strategies and tactics of actors (micro), the dynamics of games (meso) and the evolution of 
order (meta), as disjointed intellectual ventures and, instead, to trace the intricate 
conjunctures between these three “circles” of social reality. The generic term for the 
stratagems reviewed in this study is concerted action (among-proto-antagonists), the 
medium is organizational diplomacy (in different settings) and the result is discipline (in 
different shapes). 

As argued before, there are two generic imperfections of capitalist self-regulation, both 
springing from the canons of rational choice: 

1. the competence-trap, referring to the loss of strategic flexibility due to switching-
costs as result of historical commitments (Arthur, 1988), from the “lock-in” of 
specific asset-combinations to the “inertia” of operating routines (Nelson & 
Winter, 1982); 

2. the competition-trap, referring to the loss of strategic privilege due to too much 
imitation (Schenk, 1997) or the opposite: a potential strategic advantage may fail to 
materialize due to the lack of complementors or sponsors; whereas the former is a 
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matter of maximal, the latter is a question of minimal critical mass for converting a 
possibility into a reality. 

 
The need for concerted action (“antagonistic cooperation”) arises from the shadows of the 
past (path-dependence in its manifold manifestations) and the shadows of the future (partner-
dependence in its potentially self-perverting or paralyzing manifestations). Both tend to tie 
organizations to status quo routines and therefore to limit the room for “free” responses to 
changing threats & opportunities. Neither the reactionary rhetoric of reaction nor the 
narcissistic rhetoric of strategic activism provide plausible clues to the question how states 
and firms, in a non-authoritarian setting, cope with this sort of dilemmas in practice. In a 
“schizoid” world characterized by increasing interdependences among increasingly commit-
ment-averse players, versatility becomes a strategic assignment. 

The issue of versatility – “responsiveness” in short-hand notation – can be looked at 
from different angles that traditionally cover the subjects of corporate strategy and 
industrial change. Through a bird’s-eye vision on what is supposed to drive the firm – the 
“agens” or “agency” perspective – ranging from comparative “modes” of organizing (looking 
inside-out) to environmental “imperatives” (looking outside-in) – versus, on the other hand, 
the professed vision on who drives the firm – an “agents” perspective – ranging from those 
who interpret the firm as a black box (treating the firm as an undivided “unitary actor”) to 
those who envisage the firm as a nexus of diverging functional orientations and positional 
interests (that is, seeing the firm as a “composite actor”). By confronting agens and agents-
approaches (for the initial presentation of the argument cf. Chapter 3), a fourfold partioning 
of the literature results that covers the academic gymnasium from corporate strategy to 
industrial dynamics (see Figure 8.1). 

As proposed in Chapter 3, the left part of the matrix can be summarily called schools 
in the Habitus-key, since organizational behavior is interpreted from the sources of habit-
formation – ranging from the axioms of rational choice and the search for efficiency (e.g., 
transaction costs economics) to the issue of problem-driven and “satisficing” instead of 
efficiency-driven and “maximizing” routines and the role of dominant coalitions in defining 
these routines (e.g., structural theories of the firm). 
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Figure 8.1 Corporate strategy and industrial change: the two “modes” and their academic associates 

The right half of the matrix represents schools in the Habitat-key, since analytical priority in 
these approaches is granted to what the environment dictates as efficient behavior (e.g., 
industrial economics) or selects as survival enhancing casu quo constraining institutions 
(e.g., evolutionary economics) – explaining the (possibly counter-rational and/or non–
efficient) mixes of adaptation-cum-inertia in the behavior of (imperfectly rational) 
organizations (e.g., neo-institutional economics). 

Each of these schools has its merits in terms of explanatory scope; combining them 
compensates for what the others leave out categorically or dismiss inadvertently. Where the 
two can be made to meet – the shaded overlap in Figure 8.1 – a fresh option emerges for 
making the best of the insights and predilections of the two worlds. Such a (as we came to 
call it) “Co-habitation”-approach is expected to come at grips with the issues of versatility 
and the underlying dilemmas of “antagonistic” or “competitive cooperation” more conse-
quentially than what may be expected from the left and right side views working in mutual 
apartheid or neglect. 

A co-habitation framework centers directly on the puzzles and paradoxes of capitalist 
coordination mentioned above. The quest for coordination arises from the need to face the 
limits of capitalist rationality (the competence, respectively competition-trap). The room for 
coordination varies with the structure of the various games of “competitive cooperation”, 
that is, with the symmetry or asymmetry of vertical, horizontal and diagonal dependencies. 
The capacity for coordination, finally, refers to the question of versatility or “respon-
siveness”: that is, the capability to cope with the problems of path and partner-dependence 
by distinct mixes of “skill, strength, or luck” (as in the Oxford Concise Dictionary’s definition 

AGENCY 
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 Behavioral theories of the firm, incl. dominant coalition or principal-agent analysis. 
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of a “game”). Firms respond to the shadows of the past and future by selecting – or getting 
mixed up with– specific boundaries of actors and arenas. 

Suffice to list some conceivable gains that may be expected from bridging the 
academic divides presented in Figure 8.1. The Eastern precincts, granting priority to 
environmental conditions and evolutionary dynamics in the explanation of corporate and 
inter-corporate strategies, will benefit from importing elements from the West. For 
instance, competition analysis and the role of path-dependences in the evolution of 
industries will gain in explanatory power when in case of cooperative and competitive 
strategies micro-level behavioral specifics are inserted, such as: the willing misrepresentation 
of the value of skills and connections brought to a partnership (“adverse selection”), or a 
less-than-promised contribution of skills and resources in a cooperative venture (“moral 
hazard”), or the unfair exploitation of the transaction-specific investments made by others 
in a partnership (“holdup”) – typical behavioral specimens of opportunism that figure 
prominently in the world according to transaction cost economics. More sociologically 
oriented behavioral theories of the firm would add how (changing) dominant coalitions in 
the upper stratum of organizations affect the (changing) way in which corporate 
partnerships responds to competitive pressures, taking into account the constraints of 
choice in case of irreversible commitments and the inertia of organizational routines. 

The Western precincts, on the other side, trained in the axioms of rational choice and 
the search for efficiency – be it here and there allowing for the realities of “bounded” 
rationality, “satisficing” instead of maximizing behaviors and possible biases in the 
definitions of efficiency or performance – will certainly profit from absorbing elements 
from the East. Both transaction cost analysis and behavioral theories of the firm gain in 
explanatory power when including particulars of the competitive and symbiotic arenas (as 
for instance visualized in Chapter 7, Figure 7.3) and granting a more prominent role for the 
way in which shadows of the past (“path-dependence”) and future (“partner-dependence”) 
affect the rise and fall of “dominant coalitions”, therewith providing a “thicker” explanation 
for (Schattschneider’s, cf. Chapter 3) “mobilization-of-bias” in the search and selection of 
corporate responses to external threats and opportunities. 

Keeping an eye on the east and west, both will gain from inserting elements of game-
theoretical analysis, provided the “orthodoxy” of formal game theory is prepared to 
concede to the axiomatic “permissiveness” that inevitably slips in when the paradoxes of 
competitive or antagonistic cooperation and capitalist discipline are approached from the 
co-habitation perspective advocated here. The acceptance of a measure of indeter-
minateness in matters of strategy and tactics will vary with one’s attachment to the respect-
tive Gestalts of strategic rationality that each of the above-listed academic precincts espouses: 
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The four Gestalts of “strategic rationality” 
 At the upper-East side of the spectrum we meet a reactive actor, listening to the adage “where 
you stand depends on what the environment imposes”, believing that open competition selects 
and reinforces best practice; under perfect conditions the future is to those who read the Invisible 
hand properly. 
 In the lower-East end lives a captive actor, knowing that “where you stand depends on where 
you sit”, captured by institutional settings and inherited procedures; institutional fit and orga-
nizational routines decide about conduct and performance, whether rational and efficient or not. 
 At the upper-West side poses an opportunist actor: “where you stand depends on where others 
stand”; since it may be difficult if not impossible to know beforehand, or from hearsay, who will 
behave opportunistically, it will be rational to assume opportunism everywhere and efficient to 
assimilate and internalize the associated problems of incomplete contracting and imperfect 
monitoring (“agency costs”) by vertical integration and hierarchical control. 
 For problems of opportunism inside hierarchies, and the non-contractual aspects of contracts 
plus the supervisory biases within organizations, it may be wiser to descend to the lower-West 
end of the strategy spectrum. There we are promised to meet players versed in the internal 
politics of complex organizations, say a fixing actor, that is power brokers who know how to read 
the Visible hand correctly while living according to the adage “where you stand depends on 
wherever a minimal winning coalition can be found”. 
 

“Orthodox” game theory appears not particularly helpful in bridging or narrowing the 
incompatibilities of the respective Gestalts. The main reason is that the scraps of political 
and economic realism still to be found in each of them, are washed out in formal game-
theoretical axiomatics and deduction – e.g. when actors, both in cooperative and non-
cooperative games, are assumed to meet in a setting where, first, the arena, agenda and 
timing are fixed; second, the actors are symmetrically similar in terms of criticality, 
substitutability and the time span of mutual indispensability; and third, the players are 
assumed to measure up to one another in terms of stamina and resolve. These leveling 
assumptions, though “flattening” the calculus of gaming, succeed in effectively killing the 
need and the room for improvisation and probing, associated with the non-level playing 
fields that breathe life into the games covered in this study. Another genus of game theory 
can be imagined, however, in the open space where Habitus and Habitat views overlap (or 
can be refashioned to do so). In this overlap, the Habitat of the politics of co-habitation, 
figures another persona, a diplomatic actor, operating according to the axiom: “where you 
stand depends on your entry and exit opportunities”, that is on the costs of switching from 
where you sit (“path dependence”) or aspire to move to (“partner dependence”) and on 
one’s position in the dominant coalition inside “composite” actors – the latter as a tribute 
to the adage (cf. Cohan, 2011; or, more plainly, Sadler, 1992: 29): 

 
“Many would like to think that board-level decisions are made on the basis of ra-
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tional argument and in the best long-term interests of the stakeholders. However, the 
boardroom is often the arena in which a struggle for power takes place and the 
principles of management are abandoned in favor of the law of the corporate 
jungle”. 

 
Looking back at the particulars of the symbiotic and competitive arena (Chapter 7) and the 
specifics of internal mobilization, representativeness and the role of internal dominant 
coalitions in all that (Chapter 5), it is not the “embeddedness of choice” that counts in a 
diplomatic actor alias co-habitation framework but the “choice of embeddedness”, be-it still 
constrained by the confines of past and future commitments (including internal commitments: 
cf. Chapter 4, on the rivalries inside “oligarchies”). That is what is meant by the notions of 
“recursive” causation and ex-post “rationalization”, as opposed to the assumptions of 
“linear” causality and ex-ante “rationality” that pervade the literature on strategy and 
dynamics: neither organizational “habits” nor “Habitat” imperatives explain strategic 
choice, but the attunement of (differently timed) financial, intellectual and relational invest-
ments, defining the room for converting past internal and external commitments into future 
ones. 

 
Nested games 

October 1997, South Korea’s government announced it would rescue by nationalization the 
troubled Kia Motor group by asking the state-run Korea Development Bank to take a controlling 
30 percent stake in the failing car maker through a debt-for-equities swap – after placing the car 
and truck units under court receivership (guaranteeing that creditor banks can begin recovering 
their loans from a near or definitively bankrupt company). The Kia group, around that time the 
nation’s third-largest car maker, is part of Korea’s eighth-largest chaebol [a Korean version of 
Asian tightly knit networks of producers, banks, equipment supplies, trade companies and state 
agencies – linked through cross-shareholdings, technology agreements and interlocking direc-
torates, and considered to be the pillars of the economy; thanks to state-guaranteed direct 
lending to the chaebols, banks and financial institutions had no qualms about lending them, 
whatever the health of the indulging business and its phenomenal expansion rates, bound to 
end in excess-capacity]. 

A report in the Financial Times, October 24, 1997, demonstrates the virtual impossibility of 
any rescue-operation, either by full state control or by dismantling the chaebol through selling 
its parts to the (international) market: 

“[…] Mazda, the Japanese car maker which has an 8 percent equity stake in the troubled 
Kia Motors, said (it) had not been consulted about the (…) government’s decision to nationalize 
the company. Mazda has also supplied most of Kia’s technology.” 

“(Mazda) said (it) had not had time to consult with colleagues at Ford, which owns 10 
percent of Kia and is the controlling shareholder in Mazda (…)” 

“Apart from its equity and technological interest in Kia, Mazda also has several license 
agreements with the company. Many of Kia’s vehicles are derived from Mazda products.” 
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As Mazda’s president says, “I obviously have a concern how we protect our investments 
and protect our interests,” adding that he was basically “neutral” about whether ownership of 
Kia would pass to another Korean car maker. He said Mazda would not be concerned even if the 
government allowed the company to be bought by Samsung, the Korean electronics group 
which is expanding into the motor industry. However, a takeover by Samsung would be widely 
seen as contrary to Mazda’s interest. Samsung has signed a technology deal with Nissan, Japan’s 
second-biggest car maker, so in that sense a formidable rival of Mazda: “any control over Kia’s 
destiny would be viewed as ultimately detrimental to Mazda’s interests”. 

 
The Mazda versus Samsung rescue operation is the prototype of a “nested game”: what at 
first sight seems to be a bilateral (public-private) Korean game turns out to be a trilateral, 
Japanese-Korean-American play, conditioned by an inextricable interlock of partly 
complementary, partly competitive stakes. The assumption of symmetry in conventional 
game theory fails to grasp the intricacies of “nested” games, in particular because the 
former excludes the possibility of eventually leaving the game for another one – for instance 
by switching partners within a circuit or by the cross-circuit sourcing of resources – therewith 
reconditioning the arena, agenda and time horizon of the game. As a consequence conven-
tional game theory seems to pass over the crux of nested games – in fact the foundation of 
our cohabitation framework: the paradox of staying power. The paradox stipulates that 
negotiating power accrues to those who are free to leave – an organization or an arena – as 
opposed to those who are bound to stay. The paradox rests on a simple axiom and a couple 
of behavioral correlates: 

1. imperfect rationality and incomplete accountability are, ex aequo, the basic tenets 
of the game; 

2. though it may be assumed for the sake of simplicity that actors are roughly equal in 
terms of the cognitive “limits of rationality”, they will be rarely if ever equal in terms 
of accountability due to the constraints and facilities that follow from the 
mobilization of bias in organizational and institutional “definitions” of rational 
behavior; 

3. the rules of the game – the so-called “pay-off matrices” – are not a priori given or 
postulated as an extraneous input; they are an output, produced by the cumulative 
logic of the game; 

4. the cumulative logic of the game, generated by the prior conditions of mutual 
dependence, may deviate substantially from the discreet logic of the players. The 
reason is simple: actors act on the basis of their understanding of the situation; once 
they start to act, they change the very conditions on which their understanding is 
based; 

5. players are rarely, if ever, equal in their options for entering or leaving the game; if 
it makes any sense to speak of “pay-off matrices”, it must be this: how do players 
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differ in terms of the returns from equal or unequal entry and exit opportunities? 
This we identified as a first “gross” foundation of negotiation power: mobility-
differentials; 

6. apart from differences in external mobility, players eventually differ in their 
capability to play the game in a consistent and credible manner, due to differences in 
their capacity to mobilize the required internal support and self-discipline. This we 
identified as a second “gross” determinant of bargaining power: mobilization-
differentials; 

7. mobility and mobilization-differentials constitute the elemental explanation of 
inter-actor contrasts in versatility, that is, in the way actors respond to the volatility 
of their environment. 

 
The notions of mobility and mobilization point to a crucial difference with the world 
according to “rational egoists” (such as Olsonians and Axelrodians, see Chapters 3 and 4 on 
“rational selfishness”): the “shadows” of the past and of the future are, more often than 
not, asymmetric shadows for the respective players. The proviso of a perfect, that is, spatially 
and temporally symmetric freedom to answer tit-by-tat will rarely if ever be satisfied. If we 
allow for the sake of reality for (1) the existence of more than two parties, and (2) possible 
asymmetries in external mobility and internal mobilization-potential and, consequently, (3) 
possible asymmetries in the commitments produced by the successive tit-for-tats, it must be 
clear why rational-choice and game-theoretical notions of conflict and cooperation have to 
be replaced by another construct, the cornerstones of which are “negotiation power” and 
“negotiated order”. 

Negotiating power is the micro-foundation; from this foundation follows a 
reconstruction of the uses-of-embeddedness, demonstrating how strategies produce specific 
(pre-)commitments; from the meso-level of analysis follows a reconstruction of the 
crystallization of strategies into a negotiated order of constraints and opportunities at the 
systemic or meta-level; the latter delineates the room for strategic choice, that is: the 
embeddedness of the uses-of-embeddedness. From this “nesting” perspective specific 
hypotheses are drawn, that is, how differences in the type of dependence, each associated 
with particular sorts of dilemmas, lead to specific codes and modes of handling 
interdependence, such as different modalities of coalition, alliance and circuit-formation 
(where “circuits” are defined, as will be elucidated lateron, as the rotation of coalitions and 
alliances), and how the latter lead to different sorts of commitments and disciplinary 
regimes. The following Exhibit summarizes the argument. 



CAPITALIST DISCIPLINE 

 231 

 
The Argument 

The recycling of corporate games and capitalist discipline 
 
THE QUEST 
“The Quest for Discipline” 

How to explain the miracle of capitalist discipline, when the World consists of: (1) a constellation of 
actors preferring to economize-on-commitments (the paradox of staying power); (2) while each of 
them is constrained by historical investments (the essences of path-dependence), and (3) and 
facing dilemmas of anticipation (the essence of partner-dependence), but (4) differing in their 
freedom to renege past and future commitments (the essence of strategy-dependence). 

 
The “shuttle”-hypothesis 

1.  Horizontal rivals, when facing prisoner’s-dilemmas (the “competition trap”) will look for 
vertical allies. 

2.  Vertical allies, when facing reciprocity-dilemmas (the “competence trap”) will reiterate the 
search for horizontal coalitions. 

3.  Binding-oneself (the “Ulysses”-principle) while economizing-on-commitments (the 
“Houdini”-principle) invokes the recycling of coalitions and alliances. 
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  Explanantia  

Level of analysis: Micro-moves Meso-movements Meta-momentum 
Logic: Logic of actors Logic of games Logic of regimes 
Units of analysis Actions (thrift) Reactions (shuttle) Interactions (drift) 

 
 Conditions  

Horizontal dependences Vertical dependences Cyclical dependences 
   
 Disciplinary dilemmas  

short-sightedness 
(“myopia”) and 
competitive imitation 
(“herd behavior”) 

pre-emptive (“appropriation”) 
and exploited reciprocity 
(“lock-in”, resp. “holdup”) 

Shifting- (“path-dependence”) 
and switching-costs (“partner-
dependence”) 

   
 Codes  

ordering by coalition-
formation: dividing and 
binding competitors 

ordering by alliance-formation: 
dividing and binding 
complementors 

ordering by circuit-formation: 
rotating competitors and 
complementors 

   
 Commitments  

the horizontal exchange of 
threats and promises under 
competitive dependence: 
seeking to curb the risks of 
the competition trap 
(“myopia” and 
“bandwagoning”). 

the vertical exchange of threats 
and promises under symbiotic 
dependence: seeking to curb 
the risks of the competence 
trap (“appropriation” and 
“holdup”). 

the cyclical exchange of threats 
and promises, turning 
competitive into symbiotic and 
symbiotic into competitive 
dependence: seeking to curb 
the risks of the captiveness 
trap (“path” and “partner”-
dependencies). 

   
 Diplomatic modes  

the orchestration of 
horizontal dependences: 
from market 
“segmentation” to 
“annexation” (merger & 
acquisition) 

the orchestration of vertical 
dependences: from “out-
sourcing” to “satellitisation” 

the orchestration of cyclical 
dependences: using vertical 
alliances as leverage for 
horizontal discipline and vice 
versa 
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CONSEQUENCES 

“The conquest of discipline” 
 
On the revolving relationship between micro actors, meso games and meta order: 

“Strategy follows structure, and structure follows cycles”. 
 

Strategies emerge from dependence conditions (“structure”); dependence conditions induce 
disciplinary codes & commitments; commitments coagulate into disciplinary regimes (the 
“negotiated order”); regimes (re)produce structures and strategies, until changing dependence 
conditions trigger a new round of the cycle (the “recycling” of discipline). 

 
The Exhibit partly contains a review, partly a preview of the analytical job we set out to 
accomplish. The aim of the exercise has been to trim the dilemmas of firm-to-firm and 
business-to-state interactions to a measure of analytical simplicity. The aesthetics of the 
exercise has been to simplify the complexities of every-day life, without anaesthetizing them – 
like in symmetrical, fixed and monolithic actor game-theory – that is, by eschewing 
analytical solutions “with a degree of computational complexity that even analysts are 
unable to cope with in practical applications” (Scharpf, 1993: 140). The latter assessment 
may explain why skeptics have come to believe that “almost any theory of organization that 
is addressed by game theory will do more for game theory than game theory will do for it” 
(Krepps, [1992]: 1, quoted in Williamson, 1996: 357; see for similar reserves, De Jong’s exit-
address, 19.). There are, as we attempted to demonstrate, less sublime models of economic 
man and his rationality that might accomplish the task. 

The novelty of what we have done should not be overrated, while being primarily an 
essay in the realignment of existing but scattered insights into a more coherent whole. 
Organizational diplomacy aims to formulate an answer to the question how rival firms and 
states try to steer a middle course between market myopia and bureaucratic overstretch. 
Neither marketization nor hierarchization appear to be able to solve the arch-dilemmas of 
capitalist coordination. Hierarchization, “whether technically or by chain of command” 
(Mayntz, 1991: 11), fails to appreciate the subtlety of the “colligations” between sovereignty 
and subsidiarity. Hierarchy drives out the impromptu of complex social systems, that is, the 
capacity-for-improvisation. The hierarchic “temptation” overlooks a systemic paradox: “the 
more tightly complex an organization, the closer it moves toward becoming a disaggregative 
system” (Simon, 1965). 

Tightly coupled organizations, though continuing to pose as hierarchies, end up in 
fake-hierarchies that is: as organizational constructs deprived of internal cohesion and an 
external sense of direction. If interdependence between the components of social systems 
like organizations increases, they become less decomposable; becoming less decomposable 
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means that should one component fail, the whole system either collapses or becomes 
inoperative. System theory asserts that social systems may escape from the risks inherent to 
tight interdependence by making use of their “near-decomposability”. Nearly 
decomposable systems are believed to be able to resist the spiral of “death by 
disaggregation”, by making sure that (Simon, 1965: 69-70): 

1. “the short-run behavior of each component subsystem is approximately 
independent of the short-run behavior of every other component subsystem”, 
whereas 

2. “in the long run the behavior of anyone component subsystem is dependent in 
only an aggregate way on the behavior of the other component subsystems”. 
 

In plain language: strong ties make for weak systems. But what for the opposite: weak ties make 
for strong systems? Unfortunately, loose coupling may not provide a solution either. 
Following Scharpf (1993), the “[...] design of nearly decomposable structures becomes an 
elusive goal [...] when the frequency, density and volatility of interactions increase beyond a 
certain level”. As the interaction effects among tasks assigned to different organizational 
units become more frequent and important, hierarchical organizations are confronted with 
an unattractive dilemma. Either recentralization, which means that “the advantages of 
decentralization and selective intervention will be lost, the agenda of upper-level managers 
will be overcrowded and their capacity for information processing overloaded.” 

Or, by contrast, decentralization, leaving subordinates to cope by themselves with 
increasing inter-unit interactions, which means that “the organization loses the advantages 
of hierarchical coordination, and is left with the complementary problems of horizontal 
self-coordination which, while qualitatively different, are not necessarily less damaging” 
(Scharpf, 1993: 136-7). 

Decomposition and self-regulation tend to promote the proliferation of sectional and 
local interests, inducing a regress into short-term opportunism (hit-and-run), possibly 
leaving everybody worse off. It is exactly the paradoxical concurrence of aggregate 
interdependence cum short-term independence – in substantive terms: the limited liability of 
a collective actor or constituency for the cumulative effects of the acts of its constituents – 
that breeds an ideal setting for selfish, micro-rational behavior. As we have seen, micro-
rational behavior leads to dilemmas of the “rational egoist”-type, frustrating a 
commensurate response to intra and inter-organizational dependences. Moreover, dis-
junctions of this kind breed normative uncertainty; and normative uncertainty confers 
rational and moral standing to the further eclipse of accountability. 
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Runaway securities 

Where accountability wanes, anomy enters. How anomy breeds a fairy ring of internal control 
and external reciprocity-losses, can be seen in the management of the most volatile specimen of 
mobile resources, the global trade in securities with its present day variety of financial derivates. 
Central banks and other institutions, officially supervising private banks and stock exchanges, 
became concerned – long before the implosion of the financial system worldwide in the first 
decade of this century – about the incentives that allowed fund managers to embark on 
increasingly risky and fata morgana transactions. An example from the roaring 1990s –(with 
hindsight the trailer of the complete collapse that followed some 15 years later, roughly the 
average duration of a full cycle): the spectacular splash-down of UK’s elite bank Barings after the 
démasqué of one of its market-makers, is now generally held to be the vicious result of, first, 
vanishing internal controls and, second, the eclipse of external checks and balances. Internal 
monitoring fails when, apart from and probably more decisive than the lack of internal 
socialization by traditional in-company traineeships, the bonuses of the bosses (board of 
directors and supervisors) are directly linked to the bonuses of the runners (fund-managers). 
And external sanctioning vanishes when, apart from the bandwagoning drive of rival banks 
afraid to miss for themselves or eager to preempt for others the next mega-deal, the old 
informal rule has vanished not to snatch away one’s rival’s top-level fund managers. Merchant 
banks like US Morgan Stanley and Deutsche Morgan Grenfell, a subsidiary of Germany’s largest 
bank, Deutsche bank, are said to have served as catalyst or pacemakers; others felt they could 
not afford to stay behind. As hindsight learns: efforts to bind employees by offering them 
evermore exotic salaries and bonuses all but accelerate then the further break-down of the 
informal codes of discipline and accountability. 

 
To sum up, individuals gather into organizations, organizations assemble into federations 
and federations start to negotiate their interdependences. The emerging negotiated order 
consists of a web of unstable commitments, and unstable commitments press for never-
ending renegotiations. Borrowing once again from Schelling (1969), negotiations and 
commitments among and between organizations are specimens of “precarious part-
nerships” fed on “incomplete antagonism”. No unitary hierarchies nor clear-cut principles 
of accountability govern these partnerships. Neither do the “laws of the market” – the 
textbook metaphor for an atomistic assembly of individuals who are symmetrically free to 
enter and leave the arena without switching costs. What remains, given the objective mutual 
dependences, is the need to coordinate or somehow share subjective expectations. What, 
then, will the neither market-fed nor hierarchy-led “clearance” of expectations look like? 

Abstract formulations about deficiencies in the correspondence between objective 
interdependences and subjective perceptions, have to be corroborated by falsifiable 
propositions. Instead of testing the correspondence-thesis in the quantitative sense, this 
study focuses on a qualitative exposition of the arenas in which governments, firms and 
private interest groups meet, on a regular base, but each of them haunted by the ambiguities 
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listed above: short-track independence (“sovereignty”) cum long-term interdependence 
(“subsidiarity”), to be dealt with under conditions of imperfect rationality and limited 
accountability, embedded in an institutional setting in which the bottom-up articulation of 
sectional interests and short-term demands proves to be easier than the top-down 
mobilization of long-term supports for collective purposes. Yet, there is more coordination 
in developed industrial society than is plausibly explained by the classics of rational egoism 
or Hirschman’s countervailing forces of exit versus voice and loyalty. Extrapolating from 
the empirical and theoretical material documented in earlier chapters, the solution to the 
dilemmas of subsidiarity and sovereignty may be sought at the intermediate or meso-level 
of governance. That level is believed to be the “cog-wheel” between the micro and macro-
level where we may look for varieties of 

 
“negotiated self-coordination (that) increase the scope of welfare maximizing 
‘positive coordination’ and create conditions under which externalities are inhibited 
through ‘negative coordination’. In combination, these mechanisms are able to 
explain much of the de facto coordination that seems to exist beyond the confines of 
efficient markets and hierarchies.” (Scharpf, 1994: 27). 

 
Assessing the pertinence of this kind of conjectures requires the identification and 
operationalization of the micro versus meta-conditions “between” which credible meso-
commitments may arise. Starting from below, we must know how firms, state-agencies and 
interest-associations think about their own optimal levels of interest-representation. More 
consequential, however, than the idées reçues about Olsonian rationality-traps inside public 
and private interest formations, may be the premise that states, firms and interest 
formations differ in their preferences about the optimal level of interest aggregation and 
reputation management of their counterparts. As noted before, who wins in this battle of 
asymmetric preferences depends on the staying power of the respective players, where 
staying power depends on the configuration of exit and entry-opportunities from 
incumbent to substitute and emerging arenas. One of the novelties to be learned from the 
approach adopted here is that staying power is primarily a sociologically “nested” 
phenomenon, rather than an instance of economic rationality or political Ausdauer. 

 
“(E)xtraneous features of [...] initial conditions, the historical context in which 
institutions or organizations are formed, can become enduring constraints. They can 
result in the selection of a particular solution for what is then perceived at the time to 
be the crucial generic function [...]; the resulting quid pro quo’s [...] can limit the 
design of other rules and procedures, so that even if the organizational rationale were 
to become irrelevant, altering the organization’s [...] policy would possibly disturb 
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many other aspects of its operations and so impose considerable readjustment costs. 
In this way the organizational structure can become ‘locked in’ to a comparatively 
narrow subset of routines, goals and future growth trajectories” (David, 1994: 214) 

 
Assessments of this kind fit in nicely with our earlier observations on the anti-functionalist 
cum anti-teleological implications of studying “path-dependences” from a wider than purely 
techno-economic perspective. Organizational “routines” and institutional “trajectories” 
show similar inert tendencies – in other applications sometimes called the “liability of 
newness” – thus explaining “[...] the possibility of persistent and systematic error-making 
and thereby non-optimising behaviour” (Hodgson, 1996: 1282). 

Routines and institutions are as indispensable for our understanding of the evolution 
of organizational “competences” and inter-organizational “commitments” as stories about 
the evolutionary consequences of the techno-economic constraints of choice. Just as the 
sheer survival of organizational-institutional arrangements does not tell about their 
efficiency, the decline or eclipse of governance structures does not demonstrate their 
inefficiency in the narrow sense of economic rationality. The “thickening” evidence on the 
micro-economic and sociological conditions underlying the meso-dynamics of institutional 
continuities and the evolution of macro-order (David, 1985; 1988; 1993; Arthur, 1989) 
shows how arbitrary choices and random events in the early days of a process may settle 
outcomes independent of any present or future demonstration of efficiency: 

 
“In these path-dependent processes, one sees increasing returns to scale because 
once one of several competing technologies has a temporal lead in the number of 
users, this lead makes it profitable for various actors to improve it and to modify the 
environment in ways that facilitate further use. This further use again spurs 
improvements and reduces the profitability of improving competing but less-
adopted technologies. Eventually, less efficient technologies may be locked-in by this 
train of events. (W)hat appear to be ‘random’ events from an economic frame of 
reference can often be systematically treated in a sociological account.” (Granovetter, 
1992: 50-1) 

 
Economic rationality remains what it is – an academic excision of a wider body of rationales 
and rationalizations that govern the negotiated order of a political economy. “Economic 
theory can tell us a lot about policy alternatives, but unless our economics contains an 
understanding of power, it will not tell us enough to understand the choices actually made” 
(Gourevitch, 1986: 17). 

Normative models of efficient choice turn into empirical explanations of effective choice 
when economic doctrine is supplemented by sociological and political analysis. Economics 
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is about the need, sociology about the room, and politics about the capacity to choose. 
Power is the outcome of the interplay of these three “agencies”. Unless we combine need, 
room and capacity, we will fail to understand why efficiency is rarely a sufficient, and 
seldom a necessary precondition for the effectuation of choice – including the question 
where the systematics of non-choice come from. Those who have the capacity to manipulate 
the room to choose, are in a position to define the need to choose. The room to choose is 
determined by the structure of the arena. Varying the arena (the “conditions” of the game) 
– alters the agenda (the “codes”, defining the stakes of the game). Changing the agenda 
affects the cohesion and versatility of the players: new divides may arise or old ones may 
resurface; loss of cohesion impairs an actor’s versatility by weakening its sense of direction 
and resolve (the “mobilization” of bias) in the uses of entry and exit possibilities 
(“mobility”). Cohesion determines representativeness, and representativeness moderates 
reciprocities. Inter-actor inequalities in representativeness and imbalances in reciprocity 
determine the timing, that is: the actual need for and urgency of reaching an agreement (the 
“commitments” of the game). Competence, then, is the capacity to play upon the interplay of arena, 
agenda and time (a mix of positional strengths and organizational skills – be-it moderated by a 
modicum of luck). 

 
Arena choice 

USA–EU negotiations on the reciprocity of chemicals controls illustrate the mechanics. The 
negotiated definition of “reciprocity” depends on what the USA and the EU consider to be 
“representative” negotiators, as the latter qualification depends, inversely, on the kind of 
“reciprocity” each of the parties is aiming at. The chemicals control case is an instructive one 
because it shows the trade-offs of subsidiarity and sovereignty – a nested game in action: in order 
to act as a coherent actor rather than as an ad hoc aggregate of member states with diverging 
corporate and trade interests, the European Union alias Commission had to negotiate the 
necessary legal resources for acquiring a full mandate to engage in bilateral negotiations with the 
USA. For that “vertical” competence the Commission had, first of all, to persuade the respective 
member states to suspend their “horizontal” leanings toward sovereignty, chauvinistically 
predisposed to give priority to their own interests in a multi-government setting. In addition, the 
European Commission had to negotiate, intra-bureaucratically, a “horizontal” pact among the 
various Directorates that stick to their “sovereign” bureau-chauvinisms in a multi-aspect policy-
arena, including the environmental protection, health, trade and competition aspects of chemicals 
control policy. Only after the preliminary manufacture of this horizontally and vertically negotiated 
order, on top of the negotiated order inside the member states between government officials and 
corporate leaders in the national chemical industries, horizontal negotiations with the USA could 
take off. 

According to Kenis & Schneider (1987), the Commission’s competence to initiate policy in the 
control of toxic matters is split-up into two competing domains. First, since 1973 the Environmental 
Action Program charges the Commission with measures to harmonize and strengthen control by 
public authorities over chemicals before they are brought to the market. Second, since diverging 
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national regulatory preferences and practices within the Community may seriously affect the 
functioning of the Common Market as a “Union”, Community action is also grounded in the treaty 
provisions for common trade policy in which the Commission, as opposed to environmental and 
health affairs, has far-reaching legal competences. In the inter-directorates’ (continuing) rivalry in 
the toxic substances domain it is not the environmentalist’s coalition which happened to win the 
intra-bureaucratic battle. As Biles (quoted in Kenis & Schneider, 1987: 443) concludes: 

 
“It often has been stated that the basic policy objective of efforts to harmonize the US and European 
laws is the achievement of consistent and effective protection of health and the environment. 
However, economic considerations – in particular the avoidance (or minimization) of non-tariff 
trade barriers – constitute the principal force behind virtually all of these multilateral efforts” (Biles, 
1983: 55). 

 
However, in spite of the EU’s legal powers to act as a representative player in trade affairs – its 
subsidiary “license-to-operate” even against the interest of individual member states – its 
resources in the chemical controls dispute were limited in the sense that the Union could criticize 
and challenge the US position but did not have anything to offer in the initial rounds of negotiation, 
because it had first to invoke, negotiate and legislate the “implied powers”-principle for engaging in 
external relations in a domain (environmental and health policy) in which the Union had no 
immediate authorization according to the Treaty (Kenis & Schneider, 1987: 444). As a consequence, 
it appeared relatively easy for the United States to practice ad fundum the art of re-”nesting” the 
game to its own competitive advantage: while preferring to consider the negotiations within the 
Union as purely informal, the USA proposed to “locate” the formal negotiations within the broader 
OECD-framework. The gains were twofold. First, by designating the OECD as the “relevant” arena for 
negotiating reciprocity, EU -members could be re-ranked as “merely” a pack of nations among some 
24 others; second, the OECD could be put on stage as truly “representative”, because it included “all 
relevant” chemical producers (Kennis & Schneider, 1987: 445). 

Thus, by the elementary act of arena-substitution an initially bilateral, small-number game, 
with concomitant monitoring and sanctioning contingencies, is transformed into a multilateral, 
large-number game –benefitting the internally most coherent and externally more versatile 
player(s) on stage. 

 
Earlier we have marked the paradigm-shift required to grasp the concentric “circles” of 
order, games and actors, where credibility and commitments constitute the substance and 
arena, agenda and timing the parameters of a nested game. Instead of reiterating the minutes, 
it is more informative to recapitulate briefly the main assumptions and assertions that shore 
up the proposed construct: 

 
1. In the circuits figuring in this study it is economizing-on-commitments (the goal), rather 

than on transactions (the means), that constitutes the basic drive behind firm-to-firm 
and government-to-business concatenations. 

2. Economizing-on-transactions is based on efficiency considerations – governed by 
the hazards of opportunism and the cognitive limits of rationality – whereas 
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economizing-on-commitments centers on the intended and unintended 
consequences of the search for remediable or reversible inter-organizational 
arrangements – governed by the negotiated limits of rationality and accountability. The 
two lead to diverging interpretations of the logic of in-, out and cross-sourcing, and 
thus to different interpretations of the orchestration of corporate games. 

3. Game-theory, as a rule assuming a fixed make-up of the arena, agenda and timing of 
the game, is replaced by an approach that assumes a fuzzy make-up of this 
parametric “triangle”, because it is only in the latter lay-out that the contingent and 
trial-and-error character of the links between conditions, codes, commitments and its 
consequences – that is, the (re)constitution of the negotiated order – will become 
apparent. 

4. In this revised game-theoretical perspective firms, states and affiliated interest 
formations have to be treated as composite actors, each governed internally by 
“dominant coalitions”, as opposed to the monolithic, black-box treatment that 
predominates the literatures – from micro game-theory (“ representative/ unitary 
actor”) to macro system-level (“weak state/strong state”) treatises. 

5. In addition, the static and introvert conceptualization of “dominant coalitions” has 
to be replaced by a dynamic and extravert interpretation, stipulating that players’ 
choices, games and order are the cumulative yield of a two-way traffic, that is “internal 
coalitions, (pre-)selecting external alliances” and “external alliances,(re)conditioning 
internal coalitions”. 

6. Internal coalitions generate the mobilization-of-bias that underlies organizational 
predispositions. External alliances are the biased (while internally filtered) response to 
externally perceived threats and opportunities, that is: organizational dispositions. 

7. Predispositions and dispositions are the cause and consequence of organizational 
boundary and arena-spanning activities. “Competent” players are those that manage to 
find an appropriate mix of in, out and cross-sourcing – where “appropriate” means: 
creating the (moving) mix of horizontal, vertical and collateral commitments that 
enables organizations to keep options open without forfeiting the internal and 
external prerequisites of credibility (like a critical minimum of internal coherence and 
the willing suspension of “unconditional” selfishness – as for instance when 
embarking on relation-specific investments with external parties). 

 
Unidentified Flying Objectives 

Note that “competence” in this make-up is at odds with the demand-side oriented and overtly 
prescriptive notion of “core” competencies that prevails in the strategic management literature. 
In that part of the literature “competence” figures as an organization’s “dynamic capability” of 
“infusing products with irresistible functionality” or, better yet, “creating products that 
customers need but have not yet imagined” (re-read the overblown proclamation of “the new 
standard” in the award-winning article by Prahalad & Hamel (1994) that triggered a hype in 
trendy management journals and monographs). Once adopted by the rhetorics of the executive 
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boardroom, however, “core” competencies appear to be sails set according to how the wind 
blows. For example, the former Belgian-Dutch bank Fortis, confronted with a dramatic, more 
than two-third dive in its market value after having bitten off (together with two other 
consortium partners) more than it could chew, its share of the Dutch ABN-AMRO bank, announced 
summer 2008, with an eye on bolstering its crumpled balance sheet, to sell “non-core assets” 
worth about €2 billion; just to add, barely 3 months later, it had “identified” again another 
bunch of “non-core assets” worth up to €10 billion – like its “private banking” or “clearing and 
asset management units” (The International Herald Tribune, September 27-28, 2008). After such 
an abysmal reappraisal of a corporation’s “core”-competences, “products with irresistible 
functionality” or, better yet, “products that customers need but have not yet imagined”, start to 
taste differently. 

 
Our supply-side conception of “competence” is a descriptive, as opposed to prescriptive, 
amalgam of strength, skill and intuition – luck sides with the prepared – referring to the 
Schumpeter/Schelling legacies on the ability – however precarious – for creating (new) re-
sources and/or partner-combinations. With this “double face” of competence we reiterate 
our earlier discussion on the coordinates of bargaining power and the credibility of 
commitments. By linking power and commitments a positive (testable) canon of governance 
comes within reach: as has to be demonstrated, “governance” – according to its etymology 
the art of navigation – is the ability to mobilize the winning internal coalitions for mobilizing 
external allies, required for the realization of new value-creating combinations. The 
mobilization of internal coalitions is a resources-based entrepreneurial competence and the 
mobilization of external allies a partners-based diplomatic skill. Neither ownership nor formal 
control entitlements but the de facto range of command over critical resources and 
partnerships decides about the “direction” of organizations, that is, about the credibility – in 
terms of substance and timing – of their internal and external commitments. 

 
8.4 Versatility: a primer on strategic responsiveness 

 
The transition from the Old to the New discipline represents a contrast in the modes of 
coping with commitments. Culturally, the contrast represents a three-step change in 
dominant beliefs: from a historical belief in the virtues of tight-knit ties (“neo-corporatism”) 
to the presumption of the weakness of strong ties (“the competitive advantage of nations”-
adage), since a decade or so settled and sublimated into a belief in the superiority of weak 
over strong ties (the “ corporate governance”-dispute, ranking the “contrasts” between 
“Anglo-American” versus “Asian” versus “Rhineland” regimes). What seems to be missing, 
thus far, is insight into a fourth possibility, that is the strength (or weakness) of rotating ties. 
Structurally – switching from an evaluative to a matter-of-fact approach – the sequence of 
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beliefs may be reinterpreted as the outcome of growing divergences in the room, need and 
capacity of firms and states to form strategic and tactical combinations. In our study the 
need, room and capacity are hypothesized to be related to inter-firm, inter-state and firm-
to-state mobility and mobilization differentials. When we designate mobility and mobi-
lization conditions as the explanantia, the stability and substance of the resulting negotiated 
orders is the explanandum. Mobility and mobilization differentials refer to the variability of 
the openness of the boundaries of organizations and arenas. In this set-up the strength or 
weakness of inter-organizational ties is not a (irreversible) historical but a sector-specific 
(comparative) phenomenon – although changes in the life-cycle of sectors will, of course, 
entail changes in the strength of ties and the sort of prevailing (stage-specific) negotiated 
order. Figure 8.2 summarizes, in other words, the possibility of the co-existence of different 
regimes of concerted action within one and the same national or regional “business system” 
(See our earlier notes in Section 8.1 on the flaws of “system-level”-studies). 
 

Figure 8.2 Corporate diplomacy: sector-specific modes of coping with interdependence 
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Note: Figure 8.2 is the complement of Figure 7.4. The labels of the games of “ordering” differ from the 
labels used in Chapter 7, since the focus in Figure 7.4 is on the classification of different forms of regime 
discipline, whereas Figure 8.2 focuses on the modes of coping with different mixes of competitive and 
symbiotic interdependence, that is, different modalities of corporate diplomacy. Clearly, the two are 
interrelated, and are needed for the final step: the classification of different sorts of strategic 
responsiveness. 

 
A classification of different sorts of corporate games as a function of contrasting mobility 
and mobilization conditions, is definitely not sufficient to qualify for a comprehensive causal 
explanation. As regards this, a formidable task remains to identify how the “gross” 
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association between the contrasting mobility and mobilization correlates with (1) fixed 
versus variable arenas, and (2) open versus closed organizations, can be made more “net” 
by connecting them to an underlying set of more specific parameters. The latter include two 
broad categories: First, objective arena-characteristics that affect organizational dispositions to 
competitive and collaborative moves. As will be outlined hereafter, we think that the most 
critical characteristics under this heading include: (1) large versus small-number game 
attributes that affect the observability of threats and promises; observability defines the 
objective room for mutual monitoring; (2) the presence and duration of (financial, 
organizational and institutional) lock-ins that affect the credibility of threats and promises; 
credibility defines the objective need for mutual sanctioning. Second, subjective organization-
characteristics that explain variations in predispositions, that is: the mobilization-of-bias in 
organizational responses to the above-mentioned objective dispositions (to wit: the “room 
for monitoring” and “need for sanctioning”). 

Combining dispositions and predispositions points to an under-explored territory at 
the crossroads of strategy, institutional analysis and the theory of games: the issue of 
corporate responsiveness that is the capacity of organizations for exploiting variations in the 
room for monitoring and the need for sanctioning. As will be discussed later-on, the main 
modalities of responsiveness include: the way organizations handle the (interrelated) choices 
of competence, competition and concerted action. 

The concluding sections of this chapter are devoted to each of these topics. The 
distinction between dispositions and predispositions opens the lane for upgrading a 
“mechanistic” interpretation of social order into a genuine causal explanation (in the 
sense of Elster, 1989b: 3-10) by offering a more precise articulation of the modus operandi 
of the generative principles of political economic order, that is, games and strategies as a 
function of mobility and mobilization conditions. It is a summary of the research agenda 
ahead of us. 

 
There exists an unlimited library on competitive and collaborative strategies, ranging from 
descriptive surveys to in-depth case-studies. Nothing of comparable size and stature is 
available on the set of variables behind the processes of strategy-formation that might 
explain why organizations, in spite of similar exposure to environmental pressures, differ in 
their sensitivity for those pressures and why some respond more promptly to external 
threats and opportunities than others do. Even more inadequate is our understanding of the 
impact of response variations on the structural mutations of the environment itself. The 
sum of the two unknowns leaves us with a poor understanding of the subjective and 
objective drivers of corporate and industrial change. 

Explicit attention for the causes and consequences of organizational responses may 
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serve as a corrective for the typical flaws that we found earlier in the main streams of 
strategy thinking, game-theory and institutionalization analysis. First, finding out about the 
sources of variation in responsiveness will serve as an antipode against the solipsism of 
strategic management approaches that neglect the pre-committed (while path-dependent) 
and indeterminate (while interactive) nature of strategy processes. Second, attention for the 
variability of strategic responses corrects for the over-socialized and conservatory bias of 
institutional analysis, asserting that embeddedness cements structure and that structure fixes 
strategic choice. Third, allowing for variations in responsiveness nuances the leveling 
axiomatics of minimax regret and bandwagoning or imitation-theory – all of them implying 
that more often than not uniform responses and herd-behavior determine the bulk of 
strategic conduct, and that strategic conformism should be held accountable for much of 
the “irrationality” and “waves” of, for instance, merger and acquisition practices. 
Alternatively, and perhaps even more important, a nuanced theory of strategic responses 
renounces a curious feature of strategic, institutional, and game-theoretical analysis alike, 
that is: the propensity to treat actors as a black box, saddled with a largely uniform (though 
not perfect) rationality, living in a largely fixed (though not uniform) environment. A theory 
of the variability of responses, instead, may help to get rid of this sort of simplifications, and 
may be instrumental in restoring the triple assignment of positivist theory, to wit: first, 
explaining how internal nexuses of coalitions and compromises pre-condition the selection of external allies 
and commitments; second, how these external nexuses of alliances and commitments, re-condition the future 
fate of internal coalitions and compromises; and finally, how this cycle of iterative causations explains the co-
evolution of corporate games and capitalist order. 

The analysis of response variability touches upon the stock themes of organizational 
diplomacy and discipline, set out in the first chapter (on the “tragedy of the commons” and 
its complement, the “tragedy of the fallows”) and epitomized in the topos of Chapter 3: 
how to explain the emergence of concertation among rational egoists in the absence of 
hierarchy? As outlined earlier, rational choice theory, though starting from the “universals” 
of selfishness and short-termism, allows for transitions from adversarial (“zero-sum”) to 
cooperative (“positive sum”) games, provided actors learn from earlier experiences (“the 
shadows of the past”) and count with repeated encounters (“the shadows of the future”). 
Learning and anticipation are believed to assuage selfishness and to check for the potential 
damage of low trust and mutual defection dynamics. The gain from this line of reasoning 
lies in its explicit attention for how the “accuracy” and “promptness” of reciprocation affect 
the eventual evolution of cooperative versus non-cooperative games. The accuracy of 
monitoring and the speed of responding with proportionate sanctions (positive and 
negative) were said to influence the chances of cooperation: waiting too long – assuming 
symmetry in monitoring – may suggest that defection pays; on the other hand, responding 
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to promptly – given the risk of misinterpreting alter’s choices – may trigger uncontrollable 
cascades of retaliation, etcetera. Generally speaking, the more transparent the terms of ex-
change and the shorter the timing of response, the better the chances for stable 
cooperation. 

Though certainly instrumental for an elementary feeling for of the consequences of 
transparency and promptness, we learn little to nothing from this perspective about the 
causes of the accuracy of monitoring and the proportionality of responding. Social science, as 
a rule, approaches questions of cooperation and order by relating monitoring and 
sanctioning to “proximity” in its various meanings – from physical closeness to cultural 
affinities and the socio-psychological correlates of Gemeinschaft. The closer a community, the 
denser its communication system; the denser communication, the more transparent and 
accountable, and thus the more credible threats and promises. The reasoning sounds 
plausible, regardless whether one subscribes to a rationalist, a norm-based or a reputational 
perspective. (Even to invest in a reputation for being irresponsible, pays more in a close-
knit community than in an anonymous world). As Elster argues: 

 
“[...] Tit-for-tat arguments work best in small and stable societies, in which there is a 
high probability that the same people will interact over and over again. Conversely, in 
modern societies interaction is often too ephemeral for implicit promises and threats 
to ensure cooperation. [...] 

(T)raditional communities enforce cooperation in three distinct ways: by 
promoting stronger emotional bonds among the members, by providing more 
effective sanctions for promise breaking and by increasing the scope for long-term 
self-interest”. (Elster, 1989a: 285-6) 

 
In spite of its intuitive plausibility, many a treatise on social cohesion and order ends to 
concede that 

 
“the partial answers [...] provided are several sizes smaller than the questions. 
Altruism, envy, social norms and self-interest all contribute, in complex, interactive 
ways to order, stability and cooperation. Some mechanisms that promote stability 
also work against cooperation. Some mechanisms that facilitate cooperation also 
increase the level of violence.” (Elster, 1989a: 287) 

 
However deservingly as a stance, it must be possible by now to be less inconclusive about 
the numerous instances of both order-without-proximity and disorder in-spite-of proximity 
that we have come across in these chapters. (It is not without irony that the damages of the 
tragedy of the commons and its mirror, the parable of the “under-grazed” fallows, are both 



CAPITALIST DISCIPLINE 

 246 

locked up in the face-to-face encounters of a proximate community.) The notion of 
proximity, therefore, seems too primitive for understanding the links between the 
immediacy of monitoring and sanctioning and the emergence of order and discipline. For 
our insight in the role of monitoring and sanctioning – and, thus, in the causes and con-
sequences of responsiveness – for the evolution of disciplinary arrangements among rival 
states and rival firms, more can be learned from looking at the implications of disparities and 
changes-in-proximity, than by focusing on the correlates of proximity linea recta. Moreover, 
successive revolutions in electronics and telecommunications tend to attenuate the 
importance of proximity and to promote virtual proximity as a substitute for physical 
nearness, thus making “reachability” and “likeness” more pertinent candidates for 
explaining order, stability and co-ordination than proximity and identity/affinity in the 
spatial and cultural/psychological sense. 

For a first approximation of the forces that influence the speed and substance of 
competitive moves and countermoves, we have to turn to those parts of the non-main-
stream literature that go into the real-life complexities of information-seeking and 
processing, the uncertainties of signaling and bluffing, and the interactive effects of the 
timing, number and nature of the rival’s responses. A meticulous example is provided by 
Smith et al. (1992). Their research avoids the coarse-grained analysis of aggregate industrial 
economics and, on the other hand, allows for aspects of bounded rationality that are not 
well “hosted” by game-theory and micro-economic analysis. The authors work from a 
sequential stimulus-response model containing the following components: the actor (the 
firm that takes a competitive action); the action (a new product, a price cut, an advertising 
campaign); the responder (actor’s rival); a communication channel connecting actor and 
responder (such as a common supplier, common customer or public reports of the action); 
noise in the environment (influencing the manner in which responders decode competitor’s 
actions); and a feedback loop (signifying that rival’s response will act as a new stimulus 
evoking new responses). Further refinements in these categories include: the reputation of 
the actors in terms of market leadership, management experience and past competitive 
behavior. The action is differentiated in terms of radicalism, magnitude, scope and 
implementation requirements, since these characteristics will affect the credibility of a 
competitive threat. The responder is characterized with criteria such as its external orientation, 
structural complexity (affecting information processing capacities), organizational slack and 
management experience. Competitive responses are assessed in terms of number of 
responders, response firm, response likelihood, response order and the room for 
controlling rivalry. The latter has to do with general characteristics of the environment in 
which actors and responders operate, such as (information on) the structure of an industry 
and the overall context of competition. A central tenet of the authors’ approach is that 
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firms rarely know what the outcome of their competitive moves will be, since the 
successfulness of action and response depends on complex combinations of the above 
listed factors: “Given this complexity, we assume that the outcomes of competitive actions 
and responses are virtually always uncertain to managers at the onset” (Smith et al., 1992: 
22). What about the follow-up, when competitive moves instead of being a one-shot affair, 
become part of a repetitive or sequential game? 

For a broader understanding of the determinants and outcomes of corporate responsi-
veness, the evidence from this piece of research on competitive responses may serve as a 
starting point. In particular the observations on the ease and speed of imitation by actor’s 
rivals and the role of reputation of first movers, are of special interest for a better insight in 
the dynamics of competitive (and collaborative) behavior. Both have to do with the timing 
and order of moves and counter-moves. 

 
Imitation and Reputation 

The size of first mover advantages is influenced by the relative ease with which rivals can imitate 
incumbents’ moves. The possibility of imitation increases first movers’ disadvantages. Seldom do 
first movers know, a priori, how successful their actions will be. First movers get locked in into 
advertising campaigns on which account later movers may take a free ride. “Incumbent inertia” 
may block first moving firms from improving product and processing designs. Being a “fast 
second” mover may mitigate this sort of “first mover” disadvantages. Fast followers may realize 
cost savings derived from superior information, ranging from imitative learning to seeing the 
environment more clearly by observing responses to first movers’ initiatives. Thus, timing and 
order in competitive rivalry have a significant impact on firms’ performance, because waiting – 
the willing suspension of imitation – allows more time for market uncertainty to clear (Smith et 
al., 1992: 138-58; for the forerunners of this approach, see Scherer & Ross, 1990; Teece, 1986; 
Wernerfelt & Karnani, 1987; and Lieberman & Montgomery, 1988). 

Timing and order of response enter yet in another way: as a function of player’s repu-
tation. When a firm’s reputation for predictability increases and its perceived aggressiveness 
decreases, competitors tend to respond more slowly. Reputed price predators elicit faster 
responses than do their less aggressive counterparts. Having a reputation for moves of greater 
magnitude or strategic potential, appears to slow down rival’s response. As the scale and 
implementation requirements of a competitive move increase, response time also rises; but as 
the threat-potential of a move increases, response time declines. Responses tend to be slower, 
when the radicalism of a move and the importance of information on earlier moves, rise (Smith 
et al., 1992: 178-81). 

The net effect of imitation and reputation on the propensity to respond on competitive 
moves is furthermore influenced by intervening variables like structural complexity, length of top 
management’s industry experience, the size of organizational slack, profit-maximizing orientation 
at the cost of other corporate goals, an industry’s life cycle being in the emerging growth rather 
than mature and fragmenting stage – all of these conditions appear to attenuate the propensity to 
respond in an imitative manner to competitive moves. Summing up, “a slow second strategy for 
easy-to-imitate moves is preferable to being a first mover, a fast second, a slow third, and a late 
mover” (Smith et al., 1992: 181). 
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However instructive, for several reasons the foregoing is just a first step in the construction 
of a full-fledged model of strategic responsiveness. It is, first of all, a story about tactical 
maneuvers (like tit-for-tats in pricing behavior) and tactical imitation (like in advertisement 
campaigns), so definitely not about strategy (e.g., investment decisions) and strategic 
imitation (like mergers & acquisition and resources & partner switches; for an update and 
upgrading of their framework over the last decade, including future directions in the study 
of the impact of corporate strategies on changing resource configurations and industry 
structure, see Smith et al., 2001). Perhaps it is even less than that, since data on signaling, 
bluffing and other specimens of the familiar arsenal of competitive stratagems are left out. 
Since the analysis does not start from the elementary determinants of strategic dispositions 
– such as the observability and the structure of dependence among firms – we are left in the 
lurch with our questions about the need, room and capacity for strategic responses. The 
need-to-respond derives from competitive and technological pressures, the room-for-
response from small versus large number game-characteristics, historical lock-ins and future 
hold-ups and the capacity-to-respond from organizational governance attributes (that feed 
back on the perception of the need and room to respond). Missing these basic distinctions, 
nothing useful can be said about the causes and the interaction effects of slow versus rapid 
responses. Ignorant about the sources of dispositions and the consequences of 
responsiveness, nothing can be said about the way firms handle their dilemmas of the 
competence and competition trap. 

A proxy for answering these questions in a more systematic mode, may be sought in a 
realignment of game-theory and transaction costs-analysis. With that the puzzles of disorder 
and discipline among rational egoists re-enter – from competitors in their horizontal moves 
and countermoves to producers in their vertical exchanges with suppliers and customers. 
As shown before, private ordering rests on credible threats and promises – so there with 
the explanation of competitive dispositions and organizational responsiveness turns into an 
analysis of the preconditions of credible firm-to-firm commitments (with its ramifications 
to the credibility of semi-market and business-to-state commitments). The literature 
working at the crossroads of game-theory and transactional analysis offers numerous entries 
for understanding the repertoire by which rivals or suppliers and customers may arrive at 
credible commitments – such as the exchange of transaction-specific assets that, though 
increasing a firm’s exposure, at the same time may attenuate the risks of mutual 
opportunism and misappropriation. A widespread, but under-researched example is hostage 
or bond-posting by the mutual exchange of dedicated assets: 

 
“(D)edicated assets (are) discrete additions to generalized capacity that would not be 
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put in place but for the prospect of selling a large amount of product to a particular 
customer. Premature termination of the contract by the buyer would leave the 
supplier with a large excess of capacity that could be disposed of only at distress 
prices. Requiring buyers to post a bond would mitigate this hazard, but only by 
posing another: the supplier may constrive to expropriate the bond. [...] reciprocal 
trading supported by separate but concurrent investments in specific assets provides 
a mutual safeguard against this second class of hazards. The hostages that are thereby 
created have the interesting property, moreover, that they are never exchanged. Instead, 
each party retains possession of its dedicated assets should the contract be 
prematurely terminated.” (Williamson, 1983: 532; italics in the original). 

 
The unmistakable advance of this sort of approach is that it carries back to the heartland of 
capitalist coordination dilemmas. First, micro-analytical interest in “asset-specificity” helps 
to see the seeds of the competence-trap: specialization is inevitable in the perennial gale of 
competition but poses problems of path-dependence and competitive inflexibility that may 
result in bargaining disadvantages (“hold-up”). Second, cooperative agreements, both 
among competitors and between suppliers and customers, pose the problem of the 
competition-trap: either there are too much followers or the necessary complementary 
investments fail to materialize – for instance because would-be partners fear (mutual or 
unilateral) defection. All of these may be seen as variations on the paralysis-by-parallelism 
adage of the prisoner’s dilemma. Yet, looking at the frequency of cooperative agreements in 
everyday-life, both of the horizontal and vertical sorts, two observations seem to the point. 
Primo: for explaining the occurrence of cooperative behavior in-spite-of-selfishness, too 
prematurely appeal is made to the (mostly ex-post) imputed presence of “exogeneous 
norms of cooperative behavior” (Hirschman, 1982: 1470). Williamson, instead, presumes 
that due to the micro-analytic neglect of the real-life practices of bonding and other, more 
subtle ways of organizing for mutually reliable commitments, the “practical significance” of 
the allegedly frustrating effects of the “prisoner’s dilemma to the study of exchange has 
been vastly exaggerated” (Williamson, 1983: 538). Scharpf, equally on empirical grounds, 
seems to adhere to a similar position, although his “solution” of the miracle of 
“cooperation-without-hierarchy” rests on the somewhat less mundane, while more 
Verfassungs-inspirited idea that positive coordination may emerge (and last) whenever the 
criterion of a so-called Kaldor-optimum is met: that is, cooperation may result when the 
benefits for those who gain are large enough to compensate as fully as possible the losses of 
them who stand to lose by cooperating (Scharpf, 1991: 624; 1994: 38-40). Whether and 
under what conditions the latter criterion will be satisfied in practice – when the deus-ex-
machina of hierarchically imposed (re)distributive justice is ruled out (as is done in the rules 
of the game of Axelrodian game-theory) – has to do with a second observation. An 
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immediate and profane reason why “rational egoism” under-predicts competitive and 
complementary collaboration, lies in the rationalists’ trained ignorance of initial and self-
reinforcing disparities in bargaining power. As will be explained below, disparities in 
bargaining power have everything to do with, indeed, (mutations in) the disparities-in-
proximity thesis we hinted at earlier. 

By letting power back in, the mystery of “cooperation” looses much of its 
mysteriousness. To its earthly characteristics belong: the observability of moves and counter-
moves and the relevant range of dependences – from customers to competitors and from firms 
to states – since it is only in this extended make-up that we may see how horizontal 
dependences come to be used for the orchestration of vertical dependences, respectively 
how vertical dependences may be used as a leverage for domesticating horizontal 
dependences; even can it be shown how horizontal actors eventually turn into vertical or 
lateral players and vice versa. To this should be added a reassessment of the narrow 
meaning of “asset specificity”, by including in its scope the relation-specific corollaries of 
organizational (“brains”) and institutional assets (“connectedness”). Extending the scope 
from techno-financial to organizational and institutional specificities, may alter our 
conception of the dynamics of cooperation and competition quite radically. The next two 
sub-sections spell-out the implications of observability and dependence for the credibility of 
cooperative and competitive commitments, and traces credibility’s consequences for the 
logic of actors, games and social order. These digressions on policing and sanctioning 
enable us to mark more sharply what remains to be done for crafting a genuine theory of 
concertation that covers the full “ladder”: from micro dispositions and predispositions to 
macro consequences, and back. 

 

A digression on monitoring 
The room for policing hangs, primarily, on the visibility and causal understandability of 
actors’ moves and countermoves. The bulk of research on bargaining focuses upon the 
analysis of information processes and communication tactics, at the expense of the analysis 
of dependence relationships and the interaction of dependence and information processing. 
Remarkably enough against the background of the increasing internal (“disaggregative”) 
complexity of organizations and the blurring of organizational boundaries, interest in the 
impact of internal information and bargaining processes on external information and 
bargaining practices, has been declining. The classics on bargaining – from civil rights to 
labor relations and inter-state negotiations – pay as much attention to internal as to external 
information and communication practices and principles. As noted earlier Walton & 
McKersie (1965) for instance, devote a substantial part of their analysis to the internal 
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processes of consensus-formation and activities which bring the expectation of “principals” 
into alignment with the negotiating “agents” that bargain on their behalf or mandate. 
Explicit attention for these intra-organizational constraints seems all the more justified since 
opposing negotiators, because of their role as “boundary-spanners” or “gatekeepers”, often 
find themselves more in agreement with their counterparts than with their own principals or 
constituencies. Even a substantial part of bargaining sophistication and brinkmanship may 
consist of tacit understandings between the opposing negotiators for assisting each other in 
the bargains with their own principals and constituencies. For learning more about this we 
have to turn to areas of research and analysis which formally lie outside the field of 
bargaining-theory, such as transaction and contract-theory analysis. For instance, principal-
agent theorizing (from Akerlof, 1970; Jensen & Meckling, 1976; and Fama & Jensen, 1983; 
to Scharpf, 1990; and Noorderhaven, 1990) tells about the consequences of information 
asymmetries among contracting parties (employers versus employees; producers versus 
subcontractors; voters versus politicians; firms versus governments; or patients versus 
doctors) and indicates why, for reasons of efficiency, market and spot contracting tend to 
be superseded by hierarchical or relational control recipes wherever principals seek to 
reduce for themselves the (residual) risks of information inequality and “moral hazards”. By 
reducing the problems of fairness and loyalty in two-party transactions to problems of 
monitoring, principal-agent approaches stay spiritually in the family of bounded rationality-
annex-opportunism assumptions. A dependence-view differs from an informational and 
moral imperfections-view by relating the limits of rationality to the organizational and 
institutional “embeddedness” of human action. In that respect it would make more sense to 
speak of bound rationality, in two directions: first, between organizations deviations from 
perfect rationality originate from historical lock-ins and/or hold-ups, and from anticipated 
concerns about the eventuality of competitive imitation and/or insufficient environmental 
sponsorship for new ventures; second, within organizations deviations from perfect 
rationality stem from “reverse” decision-making routines, observing that organizations 
discover preferences-by-acting, ex post, rather than by carrying out actions on the base of 
their ex ante preferences (Cohen et al., 1972: 11-2). Analogous to the bounds of rationality 
due to external dependences and reciprocations, the logic-of-discovery internally follows 
the path of internal dependences and “provoked” reciprocities: 

 
“In policy-making, then, the issue looking down is options: how to preserve my 
leeway until time clarifies uncertainties. The issue looking sideways is commitment: 
how to get others committed to my coalition. The issue looking upwards is 
confidence: how to give the boss confidence in doing what must be done” (Allison, 
1969: 711; italics in the original). 
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Considered from an internal bargaining perspective and the analysis of intra-organizational 
coalition-formation processes, agency-theory can be seen as an informational supplement 
to, respectively game-theoretical formalization of the transaction-costs approach. A 
comparable assessment applies for the growing literature on “relational contracting” (after 
MacNeil, 1978). Though more explicitly attentive for questions of trust, dependence-based 
solidarity and norm-led behavior, “relational-contracting” shares with “principal-agent” 
analysis the reductionist tendency to interpret the quest-for-reciprocity under conditions of 
imperfect legal enforceability and contractual hold-ups essentially, again, as a problem of 
imperfect monitoring. As a consequence, neither of the two can be called in as a cogent 
corrective for the flawless “efficient-hierarchy” illusion of the transactionalists. The diplo-
macy-paradigm, instead, starts from an “elective-partnership” illusion for explaining the 
formation and dissemination of strategies – indeed no less an “illusion” while always 
constrained by the spatial and temporal “nestedness” of rational choice. At variance with 
the preoccupation with monitoring problems currently in favor in rational choice theory 
and its applications in institutional industrial economics, the diplomatic actor model con-
ceives of the limits of rationality primarily as a rationalization of past hold-ups and future 
lock-ins which organizations are bound to learn to live with when their fates are inter-
connected. 

The diplomacy-paradigm argues that information asymmetry is only part of the story. 
Informational properties should be seen as a non-sufficient, maybe even a non-necessary 
condition for concluding about the net distribution of power between the players: Solving a 
monitoring problem (“asymmetry of information”) is not synonymous with solving the 
competitive and collaborative dilemmas originating from other sources (“asymmetry of 
asset-specific investments”: the issue of hold-ups). The phenomena of adverse selection 
and coercive deficiency in which principals are made hostage to defecting agents (as, for 
example, in the case of depressed industries successfully pressing for protracted state-
support and protection) cannot be explained by informational asymmetries solely. Rational 
choice – the epistemological canon on which agency and relational contracting theorizing 
rests – abstracts from inter-actor contrasts in strategic dispositions (or equates dispositions, 
at best, with differences in the timing of the clearing of information, like in the case of early 
versus late movers). By leaving out real (positional) or perceived (reputational) differences 
in dispositions – for instance of investment banks vis à vis client-firms, or producers 
compared to suppliers, or new entrants versus incumbent players, or firms negotiating with 
states – no informed guesses can be made about the net credibility of resulting commit-
ments. Informational and moral hazards aside, contrasts in dispositions stem from 
(perceived or real) contrasts in maneuverability. The latter make clear why it is important to 
distinguish between the need for monitoring and the room for sanctioning. What a diplomatic 
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actor-model aspires to correct for is the neglect of the latter in the agency and relational 
contracting offspring of rational choice-theory: differences in maneuverability lie at the 
heart of asymmetries in sanctioning-potential between principals and agents or any other 
sort of contracting relationships. Leaving other things out, differences in bargaining power, 
and thus in commitments and disciplinary arrangements, are based upon them. 

In short, rational choice and consorts do not constitute a negotiation theory. By 
forgetting to treat monitoring and sanctioning as analytically distinct phenomena, rational 
choice cum suis are not in a position to foretell what will happen when information-symmetry 
coincides with sanctioning-asymmetry. By substituting the notion of “negotiated discipline” 
for the elusive notion of “monitoring-by-hierarchy”, our diplomatic actor perspective opens 
the possibility to discuss a wider range of arrangements for handling informational and 
moral hazards. The latter appears better suited to explain the miracle of order-without-
hierarchy (as well as, incidentally, the incidence of hierarchy-without-order) than approaches 
that lump discipline and hierarchy together as interchangeable labels for a single phenol-
menon. 

 

A digression on sanctioning 
Arrangements for orchestrating firm-to-firm and government-to-business relationships are 
arrangements for the domestication of dependence-relationships. As noted in the lead to 
this chapter, dependences change due to shifts in the patterns of territorial, functional and 
sectoral mobility, followed by the blurring of (functional, territorial etc.) boundaries 
between firms, states and interest groups. Focusing on mobility sensitizes for the paradox 
of the convertibility of dependence in neither purely authoritative nor purely competitive 
settings. Under conditions of mutual dependence agents may turn into principals; 
customers and producers may coincide and share common interests, as in the case of the 
steel-industry in its early days needing railways both as a customer and as an efficient 
supplier of coal transports (a catalogue of telling examples of the “interchangeability” of 
competitors, suppliers and customers is listed in Brandenburger & Nalebuff, 1996). 
“Normal” science focuses on power in terms of coercive proficiency, assuming power and 
the negotiated order to be a function of an actor’s surplus of cash, competence and 
connections. Approaching the quest for power and order from the perspective of rever-
sibility – the essence of “strategic dependence” – sensitizes for the possibility that the threat 
of coercive deficiency may be as decisive in the enactment of concerted action and negotiated 
orders as proficiency. (More about the pervasiveness of this specimen of “veto” or 
“obstruction”-power in our final chapter.) 
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The Conversion of Power 

Weak but flexible players may be more powerful than strong but path-dependent adversaries. 
An “undisciplined” node in a chain of strong mutual dependences may derive disproportionate 
power from its “contagious” capacity to disrupt the integrity of the chain as a whole. Not the 
dramatic losses and pending bankruptcy of a mighty international investment bank or national 
producer, but rather its dependent suppliers and customers may be decisive in the mass-protest 
against a government’s and private banks’ refusal to rescue an ailing colleague or client. 

In the example of the massive opposition against the Vredeling-directive (aiming at a EU-
wide harmonization of workers councils’ rights for the subsidiaries of European multinational 
firms) it was the loosely organized EU-confederation of employers’ associations (Unice) that 
mobilized the more tightly organized national federations to pressurize Coreper (the member 
states’ representatives in Brussels, see Chapter 6) to oppose the directive; meanwhile the 
member state governments deflected hostility of the national trade unions and public opinion 
(all of them largely in favor of the Vredeling-directive) by referring to the “undivided” opposition 
of Unice (Middlemas, 1995: 492). In all these instances it remains unclear who claims or 
disclaims the role of the principal or the agent. Generally speaking, the powerful are those who 
know when to pose as powerless, switching from high to low profile, and vice versa. 

 
Most of these cases are skillfully exploited, if not consciously cultivated variations on a 
classical asset: the nuisance or obstruction value of an actor. Approaching questions of power 
and order from the capacity of actors to upset the negotiated order implies a 
conceptualization of power that does not suffer from the methodological and 
operationalization pitfalls that we come across in the more familiar definitions of power. 
Contrary to notions such as “A’s capacity to reduce B’s alternative options” or “A’s 
pressure inducing B to behave otherwise than B would have done in the absence of A’s 
pressure” or, alternatively, “A’s ability to organize-away certain interests or issues from the 
bargaining-table” – we propose, instead, to define power as: an actor’s capacity to maintain 
or improve his maneuverability in a situation of strategic dependence, to the effect of 
effectively manipulating the “scope of controversy”. An attractive methodological 
difference with the notions of “coercion”, “pressure” and “non-decision making” listed 
above, is that the definition proposed here absolves us from the impossible mission to 
probe (ex post) or prove (ex ante) the degree of intentionality of the agents of power. In a 
negotiated-order alias nested-games perspective, the freedom of maneuvering of one or 
more players may – intentionally or unintentionally – result in a loss of maneuverability for 
others. Negotiation power, then, is a function of the costs to actor A of imposing – with or 
without intent – a loss of maneuverability upon others. It is not the intentionality but the 
subjective probability of the outcome that counts. 
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A note on “As-if” economics 

Our stance on matters of “intentionality” – thus, per implication, “rationality” – subscribes to 
Max Weber’s insistence on the subjective nature of purposeful economic action: 

Die Definition des Wirtschaftens [...] hat zum Ausdruck zu bringen, dass alle 
“wirtschaftlichen” Vorgänge und Objekte ihr Gepräge als solche gänzlich durch den Sinn 
erhalten, welche menschliches Handeln ihnen – als Zweck, Mittel, Hemmung, Nebenerfolg – gibt. 
(Weber, [1922] 1964: 43; emphasis in the original). 

Economic behavior is what people define as “making sense” in serving material needs and 
providing necessities – as “goal, mean, constraint or side-effect”: (D)enn auf die Glauben an die 
Notwendigkeit der Vorsorge, nicht auf die objective Notwendigkeit, kommt es an. (Weber, [1922] 
1964: 44, bold added). 

 
Or, alternatively: 

Von Wirtschaft wollen [...] wir [...] nur reden, wo einen Bedürfnis [...] ein [...], nach der Schätzung 
des Handelnden, knapper Vorrat von Mitteln und möglichen Handlungen zu seiner Deckung 
gegenüber steht [...]. Entscheidend ist dabei für zweckrationales Handeln selbstverständlich: das 
diese Knappheit subjektiv vorausgesetzt und das Handeln daran orientiert ist. (Weber, [1922] 
1964: 257; emphasis in the original). 

 
Modern economics solves the thorny problem of subjective attributions by skipping it: they 
counter the reproach of perfect rationality by asserting that their models of economic man are 
based on the assumption “ as if “ actors choose in a rational-calculative manner. This heuristic 
immunization, obviously, does not solve the core of the puzzle of strategic choice, that is: The 
assessment of the nature and extent of the bounds of rationality and the identification of the 
scenarios that actors use to minimize the odds and maximize the benefits of the limits of 
rationality. 

Our stance, in short, is that actors have a subjective notion of the tentative impact on 
others of their own choices, and will act accordingly. It is an empirical task to find out how and 
why actors differ in their grip of reality, both concerning the maneuverability that follows from 
their own past and future choices and the maneuverability that follows from the bonds of their 
opposites. 

 
The costs to oneself of imposing a loss of maneuverability upon others, varies. It is this 
variation that determines an actor’s “net” bargaining power in situations of interdepent 
choice. As set out before, the bases of bargaining power are: 

1. Horizontal mobility: an actor’s freedom, compared to others, to form, alter or 
substitute coalitions around parallel interests, at a specific level of interest 
accommodation and conflict containment (e.g., firms, trade unions or state-agencies 
considered sui generis). 

2. Vertical mobility: an actor’s room, relative to others, for forming, altering or 
substituting alliances across the confines of parallel interests, at different levels of 
interest accommodation and conflict containment (e.g., producer-to-supplier, 
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employers-to-labor or business-to-government links, in varying combinations). 
3. Temporal mobility: the long versus short-term bonds, compared to others, of an 

actor’s (in)vested interests in coalitions and alliances, that is, the timing and duration 
of each actor’s horizontal and vertical commitments. 

 
By granting time the status it deserves in an analysis of vertical and horizontal entry and exit-
opportunities, we get a more realistic idea of the basically non-static and, eventually, non-
symmetric nature of (inter)organizational commitments. Commitments vary from fixed and 
specialized (“dedicated”) to flexible and generalized (“revocable/multi-purpose”) 
investments in alliances and coalitions. In the preceding chapters we have seen how the 
variable and the non-symmetric nature of these investments determines the credibility of 
inter-organizational threats and promises; and how the credibility of threats and promises 
determines the sustainability of disciplinary arrangements between firms, interest formations, 
and industry and government at large. The above-suggested three-dimensional framework 
may at least be helpful in redressing some of the shortcomings of rational choice and game 
theoretical approaches, such as: the inability to bridge the gap between meso (the “logic of 
parallel action”) and macro-analysis (the “negotiated order”) or between macro regime-
transformations (the “re-negotiated order”) as these feed back to micro-sociological 
conduct (“strategies and tactics of organizations in response to changing environmental 
conditions”). Furthermore, the substitution of a “recursive”, multi-level perspective for a 
mono-level, “single loop” analysis, may help to rectify the omission of two real-life 
essentials in many a precinct of strategic management thinking: 

1. The fact that the effects of an actor’s decisions depend on what other actors decide 
to do or undo: as argued before, omitting this elementary or interactive logic-of-
effectiveness – the core of game-theory – lends a ring of autism to the provenance and 
proceeds of managerial thinking in this area. 

2. The fact that micro-motives lead to meso-movements and the momentum of 
macro-order, that, over time, reverberates on micro-choice: omitting this second-
order or cumulative logic-of-effectuation – the essence of structuration-theory – fails to 
see the status aparte of “the logic of the actors” compared to “the logic of the 
game”. Clearly, the two are interrelated, yet have to be handled as methodologically 
distinct phenomena. 

 
Both omissions lead to distorted views of reality and must have far-reaching consequences 
for the way we look at issues of organizational efficiency and performance on the one hand, 
and the phenomenon of institutional evolution and political-economic order and disorder 
on the other. Concerning the first point: a multi-level perspective corrects for a crucial flaw 
of “flat” game-theory: what may be inefficient choice at the micro-level (e.g., the negative 
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or, at best, indifferent results from mergers and acquisitions according to neo-classical 
performance criteria) may be effective-choice from other perspectives and levels of analysis 
(e.g., the redistribution of power in an industry or the competitive edge of the economy at 
large). A nested-games model, by relating the persistence of lower level inefficiencies to 
higher level effectiveness, provides a parsimonious explanation of the persistence of 
“irrational” micro-practices (because of their higher level rationale) and of the periodicity of 
“waves” of merger and acquisition movements (because of the time it takes before new 
negotiated orders get crystallized and settled). 

Concerning the second point – the evolution of institutional and political-economic 
order – we may refer to our earlier criticisms on the fallacy-of-composition in the ex-
pression of “institutional competition” (see Chapter 3). Apart from its misleading, 
evolutionist-functionalist connotations –suggesting that competition “selects” the most 
efficient “solutions” for “problems” that institutions are supposed to “solve”; voilà the ex-
planation of the evolution and survival of particular institutional arrangements – the whole 
phraseology does not make sense: institutional arrangements do not compete; actors do, by 
exploiting selectively the options offered by the duality of institutional constraints and 
facilities. Moreover, actors may combine, in a more or less purposeful manner, elements from 
alternative institutional arrangements – whether imported or home-made. Over time these 
selective and combinatory uses-of-nestedness may lead, as a cumulative process, and thus 
virtually out of the direct control or purposeful direction of the users, to the rise and fall of 
specific institutional modes and modalities. It is solely in this metaphorical sense of the 
word that we may speak of the “evolution” of institutions, arising from the hybrid, 
respectively contrary uses of institutional settings. As argued extensively in the chapters 
before, some are better positioned externally and internally better equipped than others, to 
make the best – for themselves – of the mix of institutional alternatives open to them. 
Some may be in a position to trigger, or even to take the lead, in processes of redefining the 
mix of constraints and facilities, that is, to change the rules of the institutional order itself. 

What should bother researchers interested in the subtleties of the relation between 
micro-motives, meso-movements and macro-motion, is the question how actors select 
options (“competence-cum-boundary choice”), why some have more degrees of freedom in 
the selection-trajectory (“maneuverability” vis à vis others, horizontally and vertically, both 
in the past, present and future), why some exploit their freedom more competently and 
coherently (“mobilization”) and, finally, how trajectories-and-choices result in a specific 
balance of change-inertia-and-disorder of the negotiated order at large. The sequence 
suggests three provisional conclusions on the matters of power and sanctioning. First, 
concerning the relationship between power and order: power is the cement of the negotiated 
order, because power enables strategy and strategy creates order; but once created it is the 
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negotiated order that recreates strategy and power. Second, on the relationship between 
power and practice: discussions about lengths-and-levels of analysis are an academic pastime, 
since the main distinctive criterion in the analysis of power and strategy is the span-of-
control across the respective lengths-and-levels of aggregation. Practice shows that some 
happen to dispose of a larger freedom to travel down, up and sidewards, as well as in time; 
others are locked-up in their spatial-temporal theatre. Finally, on the relationship between 
power and prediction: dispositions alone, informing about maneuverability and the conditions 
of monitoring and sanctioning, do not provide sufficient backing for predicting the 
direction and proportionality of strategic maneuvers and its hypothetical implications for the 
dynamics of the negotiated order. For the claim to generality of the links between power, 
strategy and order, we need a more precise and dynamic specification of the “gross” 
association between mobility and mobilization. 

 

8.5 Recapitulation 
 

As argued above, approaching from this angle the generative processes and the 
structuration of industrial strategies draws its inspiration from a variety of social sciences, 
from economics to political science and organization theory. The recombination of older 
disciplines advances a political-economic account that envisages the structure and process 
of corporate and state-market interactions as a partly path-dependent and partly non-
foreseeable, while interactive outcome of intendedly rational strategies and tactics of firms, 
states and interest formations. Not the cognitive bounds to rationality, still prominently 
figuring in the established literatures, but rather the positional, relational and temporal limits 
of rationality and accountability occupy the centre-stage in our reconstruction of political 
economic order. The underlying model remains, in spite of its multidisciplinary antecedents, 
relatively simple. The bare bones are, once more, shown in Figure 8.3: 
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Figure 8.3 The parameters of diplomacy and discipline 

(1)
Conditions

(2)
Codes

(3)
Commitments

(4)
Consequences

 
 
Keys: 

• Conditions: patterns of mobility between and mobilization within firms, associations and state-
agencies. 
• Codes: modes of coping with the forces underlying mobility and mobilization, that is, resource 

and partner-dependences and reputations. 
• Commitments: modalities of concerted action and discipline, resulting from the 

aforementioned conditions and codes. 
• Consequences: consolidation or change of the “negotiated” orchestration of organizational 

games, as a result of the continuity or change in conditions, codes and commitments. 

Summing up: competitive and complementary dependences condition the room for 
monitoring and sanctioning; the latter explain the emergence of specific codes (varieties of 
diplomacy: rules of exclusion and inclusion, recipes for conflict-handling and reputation-
management, etc.); conditions and codes explain intra and inter-organizational commitments 
(varieties of discipline); commitments lead to specific strategic consequences: intended or not-
intended, that is the question. What remains to be clarified is how similar strategic 
conditions, bringing with them identical monitoring and sanctioning-dispositions, 
nevertheless may lead to non-identical strategic responses. Dispositions identify the 
objective need and room to respond to the ineluctable dilemmas of capitalist coordination; 
predispositions catch the subjective capacity – the “state-of-readiness” – to exploit these 
dispositions in a more or less credible way. Predispositions tell about the mobilization-of-
bias in the responses to mobility-conditions. 

The earlier exposition of the four types of ordering – rehearsing the contrasts between 
the Old versus the New discipline in a more detailed fashion – shows how predispositions 



CAPITALIST DISCIPLINE 

 260 

vis à vis the dilemmas of competence and competition “necessarily” follow changes in the 
conditions of monitoring and sanctioning. But it is equally evident that sooner or later 
changes in predispositions, in a serial way, trigger changes in monitoring and sanctioning 
conditions. Allowing for this, essentially (see Kapp, 1976) recursive causation of dispositions 
and predispositions may lay the foundation of a necessary and sufficient explanation of the 
phenomenon of organizational responsiveness. It is the last link in a chain that seeks to trace 
the nature and nurture of choice in the causal train from conditions to commitments and 
consequences in terms of ordering. To this we will turn now: in the final chapter we sketch 
the contours of a synthesis that draws the earlier strands together. It is, both in its 
paradigmatic and normative implications, the radical apotheosis of reconsidering capitalist 
discipline as a cyclical phenomenon. 


