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INTRODUCTION

Students of economic behavior have long sub-
scribed to the commonsense view that natural laws
govern economic life. In the discipline of econom-
ics, the prevailing view is that economic behavior is
determined exogenously, by a force outside of so-
ciety, rather than endogenously, by forces within.
Self-interest is that force, and it is exogenous to so-
ciety because it is inborn—part of human nature.
Self-interest guides human behavior toward the
most efficient means to particular ends. If eco-
pomic behavior is instinctual, the reasoning goes,
we need to know little about society to predict
behavior.

Sociologists have always found this approach ap-
pealing, not least because it supports the Enlight-
enment view that the universe is knowable—that it
can be understood by science. There is something
inherently attractive about cogent mathematical
formulas that can explain the velocity of light, or
the price people pay for coffee.

However, sociologists have always made com-
parisons across societies and over time, and they
invariably come to the conclusion that the lion’s
share of economic behavior can only be explained
by society itself—by context. Whether you are
running a farm in Croatia or in Sicily matters quite
a bit for how you will behave. We cannot predict
much about how you will run a railroad in Cleve-
land without knowing whether the year is 1880 or
1980. Historical and comparative studies illumi-
nate the role of society in shaping economic be»
havior like nothing else can.

The discipline of sociology was launched by men
who sought to understand modernity. How did
societies come to be organized around progress,
rationality, and science, when for so long they had
been organized around tradition, myth, and ritual?
Sociologists grappled with this question by making
comparisons across societies and over time. These
comparisons were driven by the observation that

social context shapes economic behavior—that
modern rational behavior is learned, not innate.

The comparative and historical method is one
of sociology’s comparative advantages. Sociologists
more frequently use this method than do econo-
mists, and the method itself tends to highlight con-
textual differences in economic behavior. This differ-
ence between the disciplines emerged only gradually,
for the two disciplines began as one. As economics
moved toward highly stylized rational-actor models
and away from comparative and historical studies,
early analysts who emphasized the role of social in-
stitutions in shaping economic behavior, including
Karl Marx and Max Weber, were rejected by econo-
mists and embraced by sociologists.

Marx, Weber, and Emile Durkheim sought to
undcrstand the rise of modern economic behavior
by comparing precapitalist societies to capitalism.
Marx explored the transition from feudalism to
capitalism; Weber the capitalist impulse that arose
with Protestantism; and Durkheim the rise of cap-
italism’s division of labor. As capitalism was in its
infancy, none was certain that modern industrial
capitalism would take widely different forms,
though Weber described a number of different
forms, including booty, political, imperialist, colo-
nial, adventure, and fiscal capitalism (1978, 164—
67; see also Swedberg 1998, 47). The comparative
and historical methods these men developed were
designed to explain why human behavior varied
over time and across contexts.

Historical analysts often build directly on the
problematic that Marx, Durkheim, and Weber
sketched—how did modern economic practices
come about? Comparative analysts often take an-
other tack, trying to understand the social forces
that cause modern economic systems to differ so
dramatically. If human nature drives the evolution
of economic systems and if human nature is uni-
versal, why do economic systems take such differ-




ent forms? Historical and comparative works in
cconomic sociology point to society itself, suggest-
ing that societies develop along different trajec-
tories for reasons having to do with history and
happenstance.

In this chapter I review historical and compara-
tive works in economic sociology that seek to ex-
plain the substantial variation found in economic
behavior across time and space. While most sociol-
ogists share the view that economic behavior pat-
terns are driven by social processes rather than by
instinct alone, they have argued that different sorts
of social processes are primary. Some focus on
power relations, others on institutions and social
conventions, and still others on social networks
and roles. Comparative and historical sociologists

once treated these perspectives as alternatives, but -

they increasingly treat them as complementary.

Next I review the theoretical underpinnings of
power, institutional, and network approaches.
Then I sketch the analytic methods used by histor-
ical and comparative sociologists before turning to
a review of empirical studies.

How Power, Institutions, and Networks Shape
Economic Bebavior

Most economic sociologists proceed inductively,
looking at how economic behavior varies over time
or across countries and tracing that variation to
something about social context. This is quite
different from the approach of most neoclassical
economists, who proceed deductively from the
premise that individual self-interest explains eco-
nomic behavior. Studies of investment among early
Protestants, management of new enterprises in
China’s market-oriented sector, and business strat-
egy among Argentine wine producers have pro-
duced myriad insights about the forces that shape
economic behavior. But one of three different so-
cial processes is usually at the heart of the matter,
and these processes have been spelled out in
power, institutional, and network theories.

Power

Power relations shape economic behavior, both
directly, as when a powerful firm dictates to a weak
supplier, and indirectly, as when a powerful indus-
try group shapes regulation to its own advantage.
The structural theory of power is the direct inher-
itor of Marx’s ideas, even if not all of its practi-
tioners would call themselves Marxists. They in-
clude Neil Fligstein (1990), William Roy (1997),
Beth Mintz and Michael Schwartz (1985), Michael
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Useem (1996), and Charles Perrow (2002). Their
concern is with how powerful groups succeed in
promoting practices and public policies that are i
their interest as being in the common intevest. Marx
described the capitalist state as a tool of the capi-
talist class, which justified its existence under the
guise of political liberalism. His idea was that mod-
ern states serve one group while claiming to em-
body principles that benefit everyone. Structural
theorists of power explore the role that power
plays in determining the state policies, corporate
strategies, and individual behaviors that we take to
be transparently rational. When a particular group
succeeds in promoting its favorite public policy or
business strategy—in making that approach the
new convention—that group can reinforce its own
power or wealth without having to exercise con-
stant coercion.

Institutions

Social institutions—conventions and the mean-
ings they have for people—shape economic action.
Weber (1978) argued that social conventions must
be understood in terms of their subjective meaning
to individuals because we behave in ways that are
meaningful to us—that we understand (see Swed-
berg 1998). Sociological institutionalists under-
stand economic behavior to be regular and pre-
dictable not because it follows universal economic
laws, but because it follows meaningful institution-
alized scripts (Meyer and Rowan 1977; Scott 1995;
Powell and DiMaggio 1991). The meaning under-
lying modern behavior patterns is highly rational-
ized: We know what the decision to downsize the
workforce might mean—that the workforce is larg-
er than need be, or that the stock market expects
higher returns from the firm. Economic customs
thus carry meaning, and economic customs often
spread as fads spread. The fad of downsizing ap-
peared on the horizon, and suddenly firms were
doing it whether they needed to or not (Budros
1997). Since the time of Weber, institutionalists
have also pointed to the ways in which wider social
institutions—religious, educational, labor market—
constrain and shape economic behavior.

Socinl Networks

Your social network—what sociologists used to
call your peer group and role models—influences
your behavior by providing concrete examples of
how to behave and by enforcing sanctions for mis-
behavior. Network theory builds on Simme!l’s and
Durkheim’s ideas about how the individual’s posi-
tion in a social milieu shapes both his behavior and
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his underlying identity. For Durkheim, social net-
works shape the actions of individuals not merely
in a negative sense, of undermining antisocial be-
havior, but in a positive sense, of establishing ac-
cepted behavior patterns. Mark Granovetter (1985)
spells out the implications of the network approach
in an article challenging transaction-cost econo-
mists” understanding of price gouging, in which
gouging occurs when a supplier finds that she is
the sole seller of a needed good. Granovetter ar-
gues that the norm against price gouging is en-
forced informally by members of an industry net-
work; a seller who price gouges in times of scarcity
will find that buyers turn elsewhere in times of
plenty. Interpersonal networks thus enforce norms
by sanctioning members who do not follow them.
Development theorists find that societies with
strong social networks have an advantage in devel-
opment, in part because they can effectively carry
out both positive and negative sanctioning.

These three camps are in the process of devel-
oping an integrated approach to historical and
comparative economic sociology, as people in each
camp employ ideas from the others. The camps
agree on much. Economic practices—behavior
patterns such as pricing strategies and firm struc-
tures—emerge in networks of actors, via the insti-
tutionalization of scripts for how to behave in
order to achieve particular ends. Powerful actors
try to shape the scripts that are constructed, and to
shape the rules of the game that become institu-
tionalized in public policy. The economic prac-
tices, or scripts, that emerge shape individual cog-
nition, and determine how individuals will respond
to situations in the future. In other words, eco-
nomic practices emerge through distinctly social
processes in which social networks and power re-
sources play roles in the definition of certain prac-
tices as rational. Many of the studies reviewed
below synthesize ideas from two or all three of
these approaches.

The Comparative Method in Economic Sociology

If you begin with the assumption that “history is
efficient,” the (economic) world is your oyster.
Economies develop in a single direction, toward
some optimal form; any change is a change for the
better; and any change reveals the character of nat-
ural economic laws. Present practices are by defini-
tion more efficient than past practices. Advanced
societies are closer to the ideal than less advanced
societies, and in consequence, the problem of
modernization is just a problem of how you get

from Warsaw to New York—how Poland becomes
more like the United States.

If you begin with the assumption that history is
not always efficient, as historical and comparative
economic sociologists do, you are left with a lot to
explain. You have to explain not only why coun-
tries vary today in their economic practices, but
why they have varied in so many different ways in
the past. If we cannot assume that the conglomer-
ate replaced the single-industry firm because it was
more efficient, then we have to go back to the
drawing board.

What kind of scientific method does this ap-
proach imply? Three points are important. First,
sociologists of science suggest that we should re-
serve judgment about the efficiency of practices
whose practitioners make efficiency claims. Sec-
ond, Max Weber suggests that we should try to
understand the meaning of behavior to the actor.
This seems a trivial point, but the deductive
method favored by many economists suggests that
people’s understandings of their own actions are
irrelevant. Third, Emile Durkheim and John Stu-
art Mill counsel that we should use analytic com-
parisons to single out the causal factors underlying
human behavior.

Economic sociologists have built on some of the
ideas of sociologists of science. They reserve judg-
ment about whether a new scientific claim, or
economic practice, is superior to that which it re-
placed. Bloor (1976) argued that sociological ex-
planations of science should be causal, in that they
should analyze the origins of knowledge; impar-
tinl vis-a-vis the truth of scientific claims; and
symmetrical, in that they should use the same ap-
proach to analyze both “true” and “false” knowl-
edge claims. The idea is that scientific claims, and
economic claims, emerge and are institutionalized
through a social process, whether they are eventu-
ally proven “right” or “wrong.”

Max Weber insisted that we seek to understand
what Clifford Geertz would later call the “native’s
point of view.” For most economists, people can
behave in ways that are rational without knowing
they are doing so. They can believe they are doing
something for religious reasons, for instance, while
behaving perfectly rationally from the perspective
of economists. Weber, like Marx, believed that the
consequences of an individual’s actions often oc-
curred “behind the back” of the actor—were ob-
scure to her. But he insisted that it was important
to understand the subjective meaning of behavior
to the individual (Weber 1978, 4). People only fol-
low an economic convention because of their un-




derstanding of that convention, and so to grasp
why economic conventions persist, we have to
grasp what they mean to people.

John Stuart Mill (1974) and Emile Durkheim
([1938] 1982) argued that the comparative
method is the only valid method in the social sci-
ences. They followed the earliest precept of the sci-
entific method, which suggested that to establish
causality one must at least show that a causal con-
dition is present where its purported effect is
found and absent where its purported effect is not
found. This requires a comparison of two cases. In
large-scale statistical studies, we sort out the caus-
es of social phenomena by looking for correlation
across many cases. In laboratory studies, we iden-
tify causal relations through randomization, com-
paring subjects exposed to a particular stimulus
with those not exposed. As Smelser (1976) has
pointed out, however, we seldom have such
laboratory-like conditions in comparative analysis.
Countries typically vary on many dimensions of
relevance. Most analysts try, at the minimum, to
show that a cause and its consequence coexist in
one situation (one country, or one time frame) and
that neither exists in another. Skocpol and Somers
(1980) advise comparing countries that are alike
on most dimensions. Charles Ragin (1987) advises
drawing multiple countries into an analysis to try
to control for possible alternative causes.

Many studies make comparisons both across
countries and over time, to rule in certain explana-
tions and rule out others. For instance, to under-
stand the new industrial policies that the United
States, Britain, and France adopted during the
Great Depression, I compared industrial policies
before and during the depression across the three
countries, to find that in each case, the downturn
caused nations to try to reverse the decline by re-
versing their industrial policies (Dobbin 1993).
Roosevelt tried to build cartels. The depression
was a common shock, and each country could be
compared with its predepression self as well as with
the others. All of the studies reviewed here use
comparisons over time and/or space to demon-
strate causality.

The Bebavior of Firms and Nations

Most of the comparative studies I review address
differences in the behavior of firms, national insti-
tutions, or nations. This institutional focus distin-
guishes economic sociology from economics, where
the focus is more often on the behavior of institu-
tions. I review studies in three groups, which vari-
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ously emphasize the causal role of power, of insti-
tutions, and of networks and roles. Many of the
studies could be grouped differently, because many
emphasize more than one of these processes. It is
a huge field, and rather than touching on every im-
portant work in a word or two, I have chosen to
cover works that exemplify important approaches,
while trying to avoid duplication with the other
chapters in this volume. Thus I have sacrificed
breadth for depth.

Power: THE LEGACY OF MARX

Karl Marx pioneered the historical approach to
economic sociology in his studies of the rise of cap-
italism. Marx reacted against Hegel’s view that
human history, including economic history, was
driven by the dialectical evolution of ideas. For
Hegel, ideas were translated into ways of living and
of organizing the economy. Marx saw the world in
quite the opposite way, believing that economic re-
lations shape the ideas of the day.

While Marx’s prophecy that communism would
triumph over capitalism died with the breakup of
the Soviet Union, his method and core insights are
very much alive in economic sociology. His method
of tracing the factors that lead to changes in eco-
nomic behavior patterns over time has shaped all
brands of historical economic sociology. His main
insight was that it is not merely abstract ideas that
drive economic history, but production processes
and social relations. Like neoclassical economists,
Marx argued that self-interest shapes economic be-
havior. But for Marx, individual self-interest leads
people to try to shape the world to their advantage
rather than to simply achieve the best price in every
transaction, as neoclassical economic theory sug-
gests. Marx’s focus on power is reflected in a num-
ber of recent historical studies of the evolution of
business practices.

Marx produced reams of material about eco-
nomic life. Economic sociologists focusing on
labor-management relations, such as Burawoy
(1979) and Biernacki (1995), often build on his
final work and magnum opus, Das Kapital (1994).
But Marx’s early writings on the transition from
feudalism to capitalism have been more widely in-
fluential, including The German Ideology (1974),
The Eighteenth Brumaire of Louis Bonaparte (1963),
The Communist Manifesto (Marx and Engels
[1872] 1972), and the wide-ranging notes for Das
Kapital, The Grundrisse (1971).

How did changes in production alter the relative
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power of the aristocracy and the bourgeoisie, giv-
ing the latter the upper hand in shaping the econ-
omy and the capacity to promote capitalism? In
The German Ideology, Marx chronicles the history
of class conflict in Europe. Under feudalism a nas-
cent class of craftspeople and manufacturers grew
by actively selling their wares and building their
production capacity. They challenged the tradi-
tional political rights and privileges of feudal lords,
encouraging policies that favored industry, such as
free labor and free elections. As they gained re-
sources, they gained the capacity to shape the po-
litical and economic realm to their own advantage.

Both feudalism and capitalism were designed to
suit the classes that controlled the means of
production—the aristocracy and the bourgeoisie,
respectively—and the interesting question for
Marx was how these classes managed to legitimate
economic institutions that favored themselves.
Marx argued that the modern state imposed capi-
talist rules of economic behavior on a society in
which the vast majority were not capitalists, and it
did so under the rhetoric of political liberalism
rather than under that of capitalist domination. In
so doing, modern states made capitalism  itself
seem natural and inevitable, and Marx did not see
it as either. Recent power theorists have taken from
this analysis the idea that modern states impose a
particular set of rules, regulations, and institutions
shaping economic life. Citizens of any state tend to
see state policies that create the ground rules for
economic competition as neutral and as conform-
ing to economic laws rather than as the conse-
quence of a series of power struggles. Modern
power theorists point to the role of conflict and
power in creating these ground rules, and in form-
ing conventional business practices.

Power and Change in the Corpovate Form in
America

Next I review the arguments of historical sociol-
ogists about four important changes in the or-
ganization of American firms since the mid~
nineteenth century. In each case, sociologists have
shown that a change that others explain in terms of
efficiency can be traced to power dynamics among
different groups. Why did the huge manufacturing
firm arise in the early textile industry, and later be-
 come dominant? Why were so many manufactur-
ing industries consolidated in short order at the
beginning of the twentieth century? Why did the
diversified conglomerate become the dominant
large corporate form after World War 1I? Why did

the conglomerate give way to the single-industry
behemoth by the end of the 1990s?

In each case, a particular group. (textile mill
owners, Wall Street financiers, finance-trained ex-
ecutives, and institutional investors respectively)
changed the strategies of American firms, and the
structure of American industry, because they saw it
as in their own interest to do so. In each case, the
group institutionalized a new model of how to run
a business that would soon become taken for
granted, and that would be backed up by a power-
ful rhetoric of efficiency.

Charles Perrow: The Rise of Giant Firms

Charles Perrow (2002) traces the carly rise of
huge textile mills and gigantic railroads in America
not to their greater efficiency but to the fact that
the Constitution gave state officials little power to
regulate industry. The American state, designed as
the antithesis of tyrannical European states, had
meager administrative capacities and was deliber-
ately opened to influence by the very groups it
might have sought to control. This invited the
powerful to reshape property rights—the laws that
govern trade and corporate form—to their own
taste. The American business elite changed proper-
ty rights to the advantage of big corporations early
in the nineteenth century. Wealthy industrialists
won court and legislative decisions giving big cor-
porations all kinds of new advantages over small
ones. In EBurope, states protected small firms and
regulated large ones. The result in textiles was that
American mill owners preferred to use capital-
intensive rather than labor-intensive production
methods, even when returns were the same, be-
cause capital-intensive methods made them less
dependent on workers—made them more power-
ful. In moving to capital-intensive methods, textile
mills became larger and more powerful, but in the
process they obliterated a vibrant alternative source
of efficiency—entrepreneurialism. Efficiency argu-
ments thus do not explain the rise of America’s
first big businesses.

William Roy: Financiers and the Rise of
Manufacturing Oligopoly circa 1900

How did the oligopolistic manufacturing firm
become the dominant model after the beginning
of the twentieth century? William Roy, in Socializ-
ing Capital: The Rise of the Large Industrial Cor-
poration in America (1997), argues that power
was key. The initial enforcement of antitrust in
1897 had an unanticipated effect on the balance
of power between small and large firms. While



antitrust was designed to prevent the concentra-
tion of economic power, by preventng collusion
among firms, it gave big firms an advantage over
small ones. Under antitrust a group of small firms
could not set prices together, but if they merged,
the resulting large firm could set a single price.
Roy argues that the advantage big firms had over
small firms was not one of scale economies, pace
America’s preeminent business historian, Alfred
Chandler (1977), who contends that firms com-
bined around the turn of the century because it
was cheaper to produce things in large numbers.
Roy shows that the merger wave also swept across
industries that could not have benefited from scale
economies. When antitrust prevented firms from
joining cartels to set prices, large firms demanded
that smaller competitors sell out or face certain
death in price wars. The ensuing mergers had little
to do with manufacturing efficiency, and much to
do with the fact that antitrust law put an end to the
refuge of small firms, the cartel. The huge concen-
trated firm was born, then, of an unanticipated co-
incidence of public policy and private power.
Timothy Dowd and I (Dobbin and Dowd 2000)
found that antitrust enforcement and a power play
also stimulated a merger wave in railroading. By
1880, American railroads had organized them-
selves into cartels that forestalled destabilizing
price wars. When the Supreme Court enforced an-
titrust law in 1897, financiers, who typically held
stock in many different railroads, decried price
wars and heralded amicable mergers that would
sustain the value of the railroads they held. J. P.
Morgan led financiers in threatening to withhold
future financing from firms that engaged in price
wars. Thus, powerful financiers made amicable
mergers customary, and quashed price wars.

Neil Fligstein: Finance-Trained Executives and

the Rise of the Diversified Conglomerate

Why did the large single-industry companies
that resulted from the processes Perrow and Roy
outline transform themselves into diversified con-
glomerates between 1950 and 1975? Neil Fligstein’s
The Transformation of Corporate Control (1990)
traces competition between three different man-
agement factions for the leadership of American
corporations: production, marketing, and finance
managers. Fligstein’s story of competing elite fac-
tions is reminiscent of Marx’s arguments about
struggles among French elite groups in The Eigh-
teentl Brumairve of Lonis Bonaparte (1963). In The
Visible Hand (1977), Chandler had argued that
management naturally became focused on finance
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and on conglomeration, once they had solved the
problems of marketing.

Fligstein shows instead that a power play by fi-
nance managers was at the heart of the matter.
After the Celler-Kefauver amendments to antitrust
in 1950, which made it more difficult for firms to
expand into related businesses, finance experts
sketched a new theory of the firm in which large
firms should act like investors with diversified port-
folios. Portfolio theory in economics reinforced
the idea that firms should spread their risk and
should invest profits in industries with high growth
potential. Finance managers succeeded largely by
force of argument—by convincing boards and in-
vestors that the diversified conglomerate was the
way of the future and that they, finance managers,
were uniquely qualified to pursue this model of
growth. This group came to hold most CEO posi-
tions. What makes Fligstein’s argument about
power and propaganda compelling, in the context
of Chandler’s pure efficiency arguments, is that the
diversification model has since given way to the
core-competence model. New groups have suc-
ceeded in promoting a corporate form that looks
suspiciously like the preconglomerate form.

Davis, Fligstein, and Colleagues: Institutional
Investors and the Rise of the Focused Firm

Why did the diversified conglomerate firm give
way to the focused firm, operating under the the-
ory of core competence, sometime after 1975? By
1990, the pattern of corporate mergers and acqui-
sitions had changed radically from that which Flig-
stein described. In 1970, big firms were buying
firms in other industries to diversify their assets.
General Electric bought NBC, and R. J. Reynolds
bought Nabisco. By 1990, big firms were buying
others in the same industry to take advantage of
their own core competence—of their core mana-
gerial abilities. Now Daimler bought Chrysler.
What happened? As Davis, Dieckmann, and Tinsley
(1994) and Fligstein and Markowitz (1993) have
argued, this new model arose because institutional
investors and securities analysts found the diversi-
fied conglomerate difficult to place a value on, and
assigned higher values to single-industry firms. As
institutional securities holdings rose, institutional
investors and analysts had increasing influence over
how firms behaved, through their power to deter-
mine the value of stock. At the same time, firms
were compensating executives based on stock per-
formance rather than profits, and this gave execu-
tives an incentive to cater to investors and analysts.
Meanwhile the invention of the hostile takeover
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grave a new group—takeover specialists—the power
to break up diversified firms that investors and an-
alysts assigned low values to. The result was a
change in corporate strategy, as diversified firms
struggled to please the market-—meaning these an-
alysts and investors. This explanation emphasizes
the power of some actors to shape the behavior of
others and particularly the power to define what
rational behavior is.

From the muckraking stories of the abuse of
power among early railway barons and oil magnates
to the stories of the accounting scandals at the
dawn of the twenty-first century, most stories of
power in economic relations are stories of abuse—
of individuals who subvert the rules for their own
purposes. Marx, Perrow, Roy, Fligstein, and Davis,
by contrast, show that power shapes the rules of the
game and prescriptions for how firms should be-
have. Power is endemic in these accounts. Powerful
industries often shape their own regulations (Useem
1984), and it is often power struggles among man-
agement factions that determine what is defined as
rational firm behavior. The studies of Perrow, Roy,
Fligstein, and Davis also use ideas from the institu-
tional and network camps in economic sociology.
In each account, changes in public policy are im-
portant. In each account, a network of managers,
institutional investors, or financiers plays a big role
in defining what is rational.

Power and the Labor Process

Marx was concerned with how power operated
in the modern factory, in no small part because he
thought that the downfall of capitalism would
come as workers recognized that power and ex-
ploitation were at the center of the factory pro-
duction system. For Marx, physical coercion and
the threat of dismissal gave capitalists the power to
dictate to workers and prevent insurgency. Bura-
woy, Biernacki, Kimeldorf, and Shenhav are inter-
ested in why workers resist capitalist class power,
and why they fail to resist.

Michael Burawoy: How Factory Production
Absorbs Class Conflict

Burawoy’s Manufacturing Consent (1979) is an
ethnography of factory production, but it is a work
of historical sociology because Burawoy compares
his experiences with those of Donald Roy, who con-
ducted a similar study in the same factory 30 years
carlier. In both cases, workers were drawn into the
game of increasing production by the character of
the labor process. This machine shop operated on a

piece rate system, and “making out” under this sys-
tem was a game that workers played eagerly. What
changed over this period, and what appeared to Bu-
rawoy to have dampened class conflict and under-
mined worker resistance and activism, was the way
in which work was directed. When Roy was there,
time-and-motion men walked the floor of the facto-
ry, and dissent was political in nature and was di-
rected directly at these management surrogates. By
the time Burawoy arrived, engineering studies were
done by men in faraway offices, and in consequence
the workers were less likely to develop politically
motivated complaints against management. When
the shop seemed to operate as an agent-less abstract
game, the class conflict that Marx had predicted
evaporated.

Richard Biernacki: The Cultural Construction
of Labor

In The Fabrication of Labor (1995), Biernacki
tries to understand why German unions developed
a more Marxian critique of capitalism than did
British unions, which focused on negotiating a
good deal for workers rather than on changing the
capitalist system. Biernacki traces these differences
to different labor institutions and views of the role
of labor in the production process. In Britain, tex-
tile workers were paid for their output and gener-
ally treated as independent contractors. In Ger-
many, workers thought they were being paid for
the labor itself—for each pass of the shuttle through
the loom—and they were held under the close
tutelage of managers. British workers thus came to
see themselves as independents who contracted
with capitalists, whereas German workers saw them-
selves as the servants of the capitalist class. Bier-
nacki traces differences in working conditions to
the timing of the rise of markets for commodities
and for labor. In Britain, the market for commodi-
ties arose first, and when a free labor market
emerged, workers saw themselves as producers of
commodities. In Germany, the two markets arose
at the same time, and workers came to view the
labor market as a place to sell their labor power
rather than as a place to sell the products of their
labor. In Biernacki’s account, the capitalist class
gained power in the British case from a happen-
stance of history as it shaped collective under-
standings of the factory.

Howard Kimeldorf: When Does the Working
Class Act as a Class?

In Reds or Rackets? (1989), Kimeldorf takes a
comparative tack on what was in some ways Marx’s



central question: what would cause the working
class to see that they are being exploited and to act
as a class? Kimeldorf compares the postdepression
West Coast longshoremen’s union, which became
radicalized, with its East Coast counterpart, which
did not. On the West Coast, longshoremen had
been recruited from autonomous occupations—
seamen and foresters—made up of liberal northern
European immigrants. On the East Coast, long-
shoremen had been recruited from among new,
conservative Catholic, Irish, and then Italian im-
migrants with no tradition of independent work.
Shipping was also organized more monopolistical-
ly on the West Coast, facilitating concerted labor
action. For Kimeldorf, class interest resulted from
a convergence of the past experience of workers
and the structure of the labor market.

Yehondn Shenhav: Engineers and the
Depoliticization of Management

Yehouda Shenhav’s Manufacturing Rationality:
The Engineering Foundations of the Managerial
Revolution (2000) explores how between 1875
and 1925, American managers came to define their
role not as the suppression of labor but as the tech-
nical coordination of workers and work processes.
They did this in a quest for legitimacy, given the
political activism of the working class. Engineers
translated their expertise in systematization and ra-
tionalization into- a management rhetoric, and in
the process they won an increasing share of major
management positions. They spread the word
through their journals that the engineering func-
tion could be extended from the design of ma-
chines to the design and rationalization of the
work process itself and that management would
thus come to be based in science rather than in
politics. Shenhav carries on the tradition of Marx,
in Das Kapital, by exploring the ideological un-
derpinnings of the labor process. By basing man-
agement in abstract engineering science, engineers
made it seem less of a political enterprise to man-
agers and workers alike.

Burawoy, Biernacki, and Kimeldorf find that in
the modern factory it is not capitalists’ coercive
power that caused workers to reject radical union-
ism, but something about the organization of the
factory floor, the timing of industrialization, or the
origins of the working class. In all three cases, it is
not power per se that shapes the economic behav-
ior of the working class. Shenhav traces the decline
of working-class activism to an active engineering
movement to depoliticize management. From
studies focusing on how power shapes economic
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behavior, we now turn to studies focusing on how
social institutions shape behavior.

INSTITUTIONS: THE LEGACY OF WERBER

Marx’s work inspired many of the historical
studies of how power and politics shape economic
behavior. Weber’s work inspired many comparative
studies of how social institutions, customs, and
conventions determine economic behavior. In The
Protestant Ethic, in his various studies of the world
religions ([1916] 1951, [1917] 1952, [1916] 1958,
1963), and in his opus on capitalism, Economy and
Soczety (1978), Weber tried to understand the ac-
tual customs of different societies, the thinking be-
hind those customs, and the forces that lead to
changes in customs. For Weber, it is the beliefs un-
derlying customs that sustain them. Thus he ar-
gued for the importance of understanding the
meaning of an action to the actor. Rationality is
not in the eye of the beholder, but in the mind of
the actor. Institutions are carried forward by the
shared meaning they embody. Weber also argued
for a broad view of the causes of economic be-
havior. In his comparative studies of the world
religions, Weber argued that economic behavior
is influenced by social institutions in different
realms—Iaw and the state, the religious system, the
class system (Swedberg 1998). In those studies, a
society’s different institutional realms are integrat-
ed—under Hinduism as under Protestantism, these
systems operate in conjunction. They reinforce
one another and follow a common logic, of tradi-
tion or of progress, for instance.

Weber’s work inspired studies that look beyond
the focal economic interaction to understand the
institutional framework within which it occurs.
These studies explore the character of societal in-
stitutions, and the meanings that underlie and up-
hold social conventions.

National Economic Institutions

Max Weber: Protestantism, Catholicism, and the

Rise of Capitalism

Max Weber was a professor of economics in
Germany, but with the publication of The Protes-
tant Ethic and the Spivit of Capitalism ([1905]
2002) he became one of the founders of econom-
ic sociology. Weber traces modern (“rational”)
capitalist customs to the rise of a particular brand
of early Protestantism. By contrast to Marx, who
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always saw class relations behind economic con-
ventions, Weber thought that economic customs
could be shaped by class, tradition, or ideology. In
this case, religious sects with a new ethic gave cap-
italism an unexpected boost (on Weber, see also
chapter 1 by Smelser and Swedberg, and chapter
26 by Wuthnow). A decade after writing The
Protestant Ethic, Weber began work on three thick
volumes on the world religions and economies. In
The Religion of China ([1916] 1951), The Reli-
gion of India ([1916] 1958), and Ancient Juda-
ism ([1917] 1952) Weber traced economic sys-
tems to religious ethics and to social institutions
more broadly.

Weber saw in Protestantism a religious ideology
that was compatible with capitalism, and won-
dered why such an ethic had appeared under
Protestantism alone among the world religions.
Early Calvinism taught predestination, or the idea
that one’s destiny in the afterlife was fixed at birth.
While one could not earn a place in heaven, God
gave everyone an earthly calling, and for the anx-
jious, working hard and achieving success in busi-
ness might at least signal divine approval. Calvin’s
God also demanded self-denial and asceticism.
The idea of God’s calling led Protestants to de-
vote themselves to their work, and the idea of
asceticism led them to save. Some argue that
Catholicism promoted the same kinds of behavior
(e.g., Novak 1993), and others argue that Protes-
tantism’s main effect was to promote bureaucrati-
zation of the state (Gorski 1993), but what is
novel about Weber is not so much this particular
argument as his vision of how economy and soci-
ety were intertwined.

In comparing the world’s religions, Weber
found that others were oriented to salvation but
that they preached very different routes (Swedberg
1998, 138). In Protestantism salvation was sig-
naled (if not earned) through piety, asceticism, and
devotion to one’s calling. In Chinese Confucian-
ism and Indian Hinduism alike, salvation was
achieved by accepting one’s given station and
withdrawing from the world in prayer. These reli-
gious ethics fostered traditionalism and compla-
cency rather than activism and entrepreneurialism.
Ancient Judaism discouraged rational capitalism by
favoring the life of religious scholarship over that
of entrepreneurialism. What Weber demonstrated
in these comparative studies, and what he argued
in Economy and Society, was that economic cus-
toms were related to wider social institutions—the
law and the state, religion, class—and that to un-

derstand economic conventions one must under-
stand their links to these other institutions.

Richard Whitley: Pavsing National
Business Systems

Richard Whitley’s national business systems ap-
proach does for the varieties of capitalism what
Max Weber did for the world religions, sketching
the logic underlying each form of capitalism to
grasp the meaning of conventions for actors and
linking economic conventions to the wider institu-
tional milieu. Weber had shown that different reli-
gious ideas about salvation correspond to different
prescriptions for how to behave in this world.
Whitley finds that different national ideas about ef-
ficiency, as institutionalized in national business
systems, correspond with different prescriptions
for economic behavior. Whitley finds that a num-
ber of different economic systems appear to be
about equally effective. Weber did not judge the
efficacy of the different roads to salvation.

Whitley begins with national economic and po-
litical institutions, which offer a particular under-
standing of the relationships between state and
industry, buyer and supplier, finance and industry.
Institutions arise for reasons of history and hap-
penstance, but over time ancillary customs and
conventions emerge that hold them in place—a
process that Brian Arthur (1988) terms “lock-in.”
In a famous illustration, Paul David (1985) shows
that while the typewriter keyboard layout was de-
signed to slow typists to the speed of the early
typewriter, once people learned the arrangement
of the keys it became impossible to introduce a
new arrangement of keys. Once in place, the orig-
inal system was difficult to displace because typists
learned it and found that it proved effective enough.
Whitley and other comparativists argue that eco-
nomic conventions become similarly institutional-
ized, as people come to take them for granted and
learn how to operate with them.

Whitley (1992a) first set his sights on East Asian
business systems. In Japan, the large corporation,
or kaisha, dominates; the bank-dominated busi-
ness group, the descendent of the prewar zazbatsu,
brings together large diverse firms; the state ac-
tively promotes exports and plans industry expan-
sion. In Korea, the family-controlled conglomer-
ate, or chaebol, dominates; symbiotic relationships
among conglomerate members characterize inter-
firm relations; and the state actively promotes the
rise and expansion of huge and stable empires. In
Taiwan and Hong Kong, smaller Chinese family




businesses dominate; interfirm relations are rela-
tively unstructured, with a few medium-sized fam-
ily business groups (jituangiye); and the state leaves
firms largely to their own devices. These different
systems influence all kinds of economic behavior.
For instance, they influence market entry in new
export sectors, with new firms sponsored by busi-
ness groups in Japan; new firms sponsored by fam-
ilies that own small businesses in Taiwan and Hong
Kong; and new firms subsidized by the central state
under the auspices of existing chaebol in Korea.
What is rational under one system—starting up a
company with family backing—would be folly in

another. Whitley argues that the Asian Miracle is

built on at least three different systems (see John-
son 1982; Cumings 1987; Westney 1987), and in
subsequent studies has found just as much diversi-
ty in European business systems (Whitley 1992b;
Whitley and Kristensen 1996).

FErank Dobbin: How the Economy Came to
Resemble the Polity

Weber shows that across different socicties, early
religious institutions shaped economic practices.
In Forging Industvial Policy: The United States,
Britain, and France in the Railway Age (1994), 1
show that across different societies, early political
institutions shaped government industrial strate-
gies, and industry itself. Modern industrial strate-
gies were based on the logic of state—private sector
relations. In the United States, the polity was orga-
nized around self-governing communities with a
federal state in the role of umpire. Americans ap-
plied the same principles to railroading, and so the
federal government became referee in a free mar-
ket of self-governing enterprises. In France, the
polity was organized through a strong central state
designed to dominate intermediate groups that
could threaten its sovereignty—theirs was a form
of democracy antithetical to the American form.
The French applied the principle of central coordi-
nation to railroading, with the state becoming the
ultimate planner and ruler of the system of private
railroads. Britain’s polity produced yet a third form
of democracy, based on the idea of affording max-
imum autonomy to the citizen. When the British
considered the railroads, they could not imagine
that the state would regulate markets as the Amer-
ican state did or plan routes as the French state
did. The British state left railroaders to their own
devices, and to protect them from other railroads,
they created cartels that would quell cutthroat
competition.
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In each country, the structure of the polity had
shaped the understanding of social order, and
thereby shaped the ideas that emerged for organiz-
ing industry. The economy thus came to reflect the
polity, with the federal state as market umpire in
the United States, the central government as the
guardian and planner of key industries in France,
and a state committed to maximizing individual
initiative in Britain.

Agency and Economic Institutions

Many neo-Weberian institutional analyses neg-
lect interest and agency in the formation of insti-
tutions, and that is certainly true of the studies re-
viewed above (Swedberg 2001). Others emphasize
that the agency of individuals shapes, or is shaped
by, economic institutions. Hamilton and Biggart
argue that in the years after World War I1, political
leaders in Japan, South Korea, and Taiwan chose
industrial strategies that built on traditional au-
thority systems—but they emphasize that these
leaders did choose, and could have chosen other al-
ternatives. Guillén shows that politicians, entrepre-
neurs, and managers make use of idiosyncratic in-
dustrial patterns, building strategies based on their
comparative advantages and thereby reinforcing
idiosyncrasies. Kiser and Schneider use agency the-
ory to explain the particular efficiency of the Pruss-
ian tax system. Carruthers shows how ecarly British
stockholders used trading to further their political
aims.

Hawilton and Biggart: Asian Business and
Precapitalist Social Relations

Gary Hamilton and Nicole Biggart (1988; Orru,
Biggart, and Hamilton 1991) explain the origins
of different Asian economic systems in terms of
tradition and agency. They trace these systems to
the actions of postwar politicians, who pursued
strategies of legitimation that built on certain as-
pects of traditional authority structures. For Ham-
ilton and Biggart, postwar state-industry relations
arose by design, but history provided the alterna-
tives from which designers chose.

Japan has powerful intermarket industry groups
under a state that helps them to plan and coordi-
nate. After the American occupying regime dis-
solved the prewar zasbatsu, politicians built direct-
ly on the Tokugawa and Meiji authority system, in
which the shogun, or emperor, was “above poli-
tics” and provided a weak center surrounded by
strong but loyal independent powers (Hamilton
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and Biggart 1988, S81). The postwar Taiwanese
and South Korean states built on two different le-
gitimating aspects of the Confucian political sys-
tem. When Korea was embroiled in a civil war, the
state directed industrial growth, and presidential
cronies became leaders of huge empires. The Rhee
and Park regimes drew on the imagery of the
strong, centralized Confucian state, with weak in-
termediate groups. The result was large family-
dominated business groups beholden to the state.
In Taiwan, Chiang Kai-shek modeled the state on
the late imperial Confucian state’s principle of fair
treatment of the population. The postwar Tai-
wanese state allowed private parties to pursue their
own projects. The resulting system mirrored late
imperial China, with small family-run firms that
had direct contacts with suppliers and buyers. In
each case, politicians who were determined to
build new economic institutions that would have
some legitimacy in terms of tradition deliberately
employed aspects of traditional authority struc-
tures that suited their own goals. Old political in-
stitutions shaped new economic institutions, but
only through the agency of calculating politicians.

Mawnro Guillén: Constructing Admﬂmges from
National Differences

Mauro Guilkén’s (2001) The Limits of Conver-
gence explores the very different firm and industry
strategies found in the emerging economies of Ar-
gentina, South Korea, and Spain. Guillén chal-
lenges the conventional wisdom about conver-
gence, which is that countries will converge on one
set of “best practices” for making each and every
product. Instead, Guillén finds politicians, entre-
preneurs, and managers relishing and building on
their industrial idiosyncrasies as a means to distin-
guish themselves and to develop unique market
niches. Far from converging, these economies
build on their perceived strengths—trying to re-
main different.

What is striking about these countries is that
across industries—wine making, banking, automo-
biles—broad public policy strategies have advan-
taged different sorts of industry structures and
owners. But each of these public policy strategies
has proven highly profitable under the right con-
ditions. South Korea’s ardently nationalistic and
centralized growth policies have favored huge in-
tegrated business groups over multinationals and
smaller firms. Spain’s pragmatic and flexible ap-
proach to regulation has resulted in a large pres-
ence of multinationals, a wide range of smaller

domestic firms, and huge domestic firms in tradi-
tionally oligopolistic sectors. Argentina’s populist
policy orientation has discouraged foreign multi-
national penetration in some sectors, but has pro-
moted business groups that can provide stability
and the economic basis for wider competition.
Across these countries, parallel industries are orga-
nized quite differently. To be sure, there is more
than one effective way to organize these industries.
Once established, a particular system becomes self-
reinforcing, as individuals develop economic strate-
gies that build up its strengths. In these cases, states
and legal institutions shape economic behavior as
Weber anticipated they would, but individuals built
on the idiosyncrasies that state policies produced.

Kiser and Schneider: Agency and Efficiency in
Early Prussian Taxation

Edgar Kiser and Joachim Schneider (1995) take
a very different tack on Weber, and a very different
tack on agency. Weber had much to say about the
efficiency of the bureaucratic form, and he distilled
an ideal type of modern bureaucracy from the
nation-states of the early twentieth century. He
was interested in what made formal bureaucracy
efficient, and he argued that the early Prussian
state was particularly efficient at collecting taxes
because it was so bureaucratic. Kiser and Schneider
show that the Prussian state was an efficient tax
collector even before it became bureaucratic, and
they use agency theory to show that it was efficient
because it diverged from the bureaucratic ideal in
ways that were particularly effective given the situ-
aton. Agency theory suggests that rulers seek to
maximize tax revenues, their agents (tax collectors)
seek to maximize their own take from taxes col-
lected, and taxpayers seek to minimize payments.
Prussia developed a system that aligned interests to
maximize the take of the ruler, by, for instance, es-
tablishing long-term conditional contracts for tax
farming that could minimize the cost of rent col-
lection. Kiser and Schneider are part of a small
group of economic sociologists who apply rational
choice principles from agency theory.

Bruce Carruthers: How Politics Shapes
Stock Trades

Bruce Carruthers’s analysis of early British stock
trading exemplifies a related tradition in historical
economic sociology, by showing that politics, and
not narrow self-interest alone, drives economic be-
havior. Weber had argued that political institutions
often shape economic behavior. Carruthers finds




that stock trades were driven by politics as well as
by price. City of Capital: Politics and Mavkets in
the English Financial Revolution (1996) questions
a central tenet of price theory in economics, name-
ly that sellers choose the buyer offering the high-
est price. There were strong political battle lines in
place in the early 1700s, and large companies exer-
cised significant influence over political decision-
making. Who controlled the East India Trading
Company was of some importance, and major
stockholders were aware of this. In consequence
Carruthers finds that, in the case of important
companies, stockholders with clear political lean-
ings were significantly more likely to sell to mem-
bers of their own political party. This did not go
for professional traders so much as for private
stockholders. Sellers might lose money by con-
straining their sales to members of their own party,
but they were more likely to sell to party members
nonetheless. Carruthers shows that purely political
ideals can influence economic behavior, even in
such seemingly pristine economic realms as stock
trading.

Change in National Economic Institutions

The institutional studies reviewed up to this
point echo two of Weber’s points: economic insti-
tutions follow logics that are meaningful to the
participants who enact them; and economic insti-
tutions are shaped by surrounding institutions,
particularly political institutions. Others take up
Weber’s task of explaining change in economic in-
stitutions, which is exemplified in The Protestant
Ethic. Bai Gao looks at how economic thought in-
fluenced the development of Japan’s modern in-
dustrial strategy. Gao’s books build on the Weber-
ian insight that new ideals can alter economic
institutions. John Campbell and colleagues look at
how changes in one part of an institutional config-
uration led to new governance regimes in Ameri-
can industries. Their study builds on Weber’s in-
sight that economic institutions are integrated
with surrounding institutions.

Bai Gao: The Rise of Japan’s Modern
Industrial Policy

In Economic Ideology and Japanese Industvial
Policy (1997) and Japan’s Ecomomic Dilemmn
(2001), Bai Gao asks how Japan’s unique indus-
trial strategy emerged in the years after 1930.
That strategy emphasized strategic planning of the
economy, the restraint of competition through the
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governance of markets, and the suppression of
short-term profit orientation in favor of long-term
orientation. The approach was influenced by eco-
nomic thought from Europe: Marx’s ideas about
the downside of unbridled competition, Schum-
peter’s ideas about innovation, and Keynes’s ideas
about state management of economic cycles. Jap-
anese policymakers and capitalists who favored
economic stability and industry self-governance (as
opposed to cutthroat competition) used these
ideas to formulate Japan’s unique industrial policy
stance.

In Japan’s Economic Dilemma Gao traces the
consequences of this system in the 1990s. Industry
self-governance had worked well when the econo-
my was booming, but in an economic downturn
firms were free to engage in cutthroat competition
and to make ill-conceived investments to counter
declining profits. If Economic Ideology supports the
Weberian notion that ideas can shape economic in-
stitutions, Japan’s Economic Dilemma supports the
Weberian notion that institutions become resilient
to change. Japan found it hard to change its in-
dustrial policy midstream, even when the old poli-
cy had clearly gone awry.

Camypbell, Hollingsworth, and Lindbery:
Changes in Industry Structure

John Campbell, Rogers Hollingsworth, and Leon
Lindberg’s Governance of the American Economy
(1991) shows the diversity of industry governance
structures found in the United States, and devel-
ops a Weberian approach to explaining change in
governance. In studies of eight industries, contrib-
utors identify a series of different industry config-
urations—markets, mergers, monitoring systems,
obligational networks, promotional networks, and
associations. Historical change in industry gover-
nance follows a common pattern. Governance
institutions tend to be stable when surrounding
institutions (state regulation, economic theory,
supplier institutions, the practices of consumers)
are stable. But external shocks can destabilize the
existing structure, whether it is a cartel or a com-
petitive market, leading different groups to vie to
define a new structure. Power is key at critical mo-
ments of change. Campbell et al. challenge the
prevailing view from transaction cost economics
(Williamson 1985), which suggests that firms
change governance forms when it is efficient to do
so. Campbell and colleagues show that poor prof-
itability may stimulate a search for new governance
mechanisms, but many other kinds of shocks can
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stimulate change as well. And it is typically power
that determines which alternative will prevail.

National Management Institutions

Now I turn to comparative studies of internal
management systems. These systems are subordi-
nate to the broad economic systems discussed
above. Weber’s arguments suggest that differences
in internal management systems will be related to
differences in wider institutions, and this is what
many studies find.

Reinbard Bendix: Social Structurve and
Management Ideology

Reinhard Bendix’s sweeping Work and Authori-
ty in Industry: Ideologies of Management in the
Course of Industrialization (1956) traces the roots
of management practice and ideology in four set-
tings. Why does management vary across coun-
tries? Bendix looked at countries that differed on
two dimensions, early versus mature industry, and
independent versus state-subordinated manage-
ment. His two-by-two table includes early English
industry (independent management), early czarist
Russian industry (state-subordinated management),
mature American industry (independent manage-
ment), and mature East German industry (state-
subordinated management).

Successful management practices emerged
where industry was autonomous, not where it was
merely mature. It was in the two settings where
management was autonomous, mature America
and early Britain, rather than in the two where
management was mature, America and East Ger-
many, that managers developed ideologies that co-
opted workers by suggesting to them that they too
could benefit from social mobility, as current man-
agers had. In czarist Russia and Communist East
Germany, where managers were not autonomous,
they did not succeed in countering the idea that
managers’ positions were undeserved and that
management was a function of state oppression. In
all four settings, the legacy of old ideas about class
relations, and the reality of present class-state rela-
tions, shaped management patterns. For instance,
in early England, the aristocracy’s power vis-a-vis
the state, and-its antipathy toward industry, meant
that the state left capitalist enterprises alone. In
czarist Russia, by contrast, the state fostered carly
entreprencurial activities and held early capitalists
in its grasp, just as it held agricultural aristocrats in
its grasp. In the wake of the collapse of Commu-
nism, an important punch line is that where the

state subordinates entrepreneurs and industry to
rule workers directly, the chances for the develop-
ment of a successful managerial ideology are weak.

Like Weber, Bendix was interested in the articu-
lation between ideas and economic practices. He
found that broadly similar economic practices
could attain legitimacy in one setting, but not in
another, largely on the basis of how effective the
ideology of management was.

Wolfganyg Streeck: Industrinl Relations in
Developed Countries

Wolfgang Streeck’s comparative studies of in-
dustrial relations systems build on Weber’s insight
that economic conventions are embedded in a
broad set of societal institutions. Social Institutions
and Economic Performance (1992) compares in-
dustrial relations systems across countries and links
those systems to success in the global economy.
For Streeck, history has produced different sorts of
institutional configurations—labor markets, public
employment policies, educational institutions—in
cach country, and these institutional configura-
tions shape the industrial relations system. But what
are the comparative advantages of different indus-
trial reladons systems? Nations with strong insti-
tutions (Germany and Japan) can make choices
about how industry and training will be config-
ured, and those choices can give them a compara-
tive advantage over more marketized nations
(Britain and the United States) where decisions are
left to individuals—where the collective is the sum
of individual decisions.

Germany’s strong labor unions and rich educa-
tional system have allowed it to choose to produce
high-value-added products that require skilled em-
ployees. Britain and the United States simply do
not have the institutional capacity to make the
same decision. The German and Japanese cases
suggest that competitiveness in the modern econ-
omy depends on social institutions that permit
countries to pursue collective goals through their
industrial relations systems, educational systems, -
and corporations.

Geert Hofstede: Cultuve and Work Values

Geert Hofstede (1980) has taken the Weberian
task of characterizing the work orientation of indi-
viduals to its logical conclusion, developing a
scheme for understanding values in 40 different
countries. His study is based on a survey of em-
ployees of a single multinational corporation with
offices in 40 countries. In describing authority re-
{ations and work values across countries, he identi-




fies four dimensions: power distance (acceptable
degree of supervisory control), uncertainty avoid-
ance (degree to which people avoid the unknown
to manage stress), individualism (importance of
the individual versus the group), and masculinity
(relative importance of earning and achievement
versus cooperation and atmosphere). Hofstede
correlates cultural types with societal institutions,
arguing that the psyche is shaped by those institu-
tions. One implication is that rational action takes
very different forms across contexts, depending on
whether close supervision is seen as improper,
whether uncertainty elicits stress, whether individ-
uals are valued over and above the group, and
whether achievement is valued over cooperation.
Hofstede thus fleshes out dimensions of the work
ethic that Weber describes in The Protestant Etbic,
and like Weber he identifies societal institutions as
the ultimate cause of differences.

Japanese Management Institutions

Since the postwar Japanese miracle caught the
attention of economic sociologists, many have
sought to bring Weber’s comparisons of East and
West up to date, to understand the characteristics
of Japanese society and workplace that produced
unparalleled growth rates after World War II.

Ronald Dove: Factory Organization in Japan
and Britain

Ronald Dore’s British Factory—Japanese Facto-
ry (1973) pioneered factory comparisons in the
two hemispheres, showing dramatic differences
between Britain’s market-oriented management
system and Japan’s welfare corporatism. In Britain,
Dore found high labor mobility between firms,
wages set by the external market, weak employee
loyalty, paltry fringe benefits, and poor integration

of unions. In Japan he found low external labor

mobility but an elaborate internal labor market
with extensive training; wages set under the inter-
nal career system; high employee loyalty; elaborate
fringe benefits; and enterprise unions that play an
integral role in the workplace.

Dore rejected the idea that culture explains
these differences, tracing them instead to the tim-
ing of industrialization and to the conditions
under which industrialization occurred. Japan’s in-
dustrial form was forged in the postwar period,
with the most advanced management thinking
available at the time—ideas about worker involve-
ment and long-term incentives to orient employ-
ces’ goals to the firm’s goals. In addition the
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American occupying forces encouraged a collabo-
rative relationship between management and labor.
Britain’s factory conditions were forged in a much
earlier era, before modern ideas about employee
motivation were developed and before the idea
that union-management collaboration could be ef-
fective was popular. Dore was one of the first soci-
ologists to argue that countries would sustain their
unique organizational characteristics, and his re-
cent work (Dore 2000) suggests that countries
have converged little. William Ouchi (1981) brought
the case of Japanese management practices to a
much wider audience, showing that the same prac-
tices that worked well in Japan could have a posi-
tive effect on American firms.

Lincoln and Kalleberg: Comparing Work Systems
in the United States and Japan

Weber suggested that the spirit of capitalism
was fueled by Calvinism, but is work ethic also
shaped by concrete workplace conventions? James
Lincoln and Arne Kalleberg’s (1985) study of
some 8,000 workers in the United States and
Japan suggests that work practices are important.
While corporatist practices are more common in
Japan, they increase worker commitment in both
countries. The Japanese wage system presumes
the absence of an external labor market—wages
are shaped by tenure in the firm’s career system.
In the United States, the wage system presumes
competition across firms, and thus wages reflect
job characteristics, position in the hierarchy, and
union representation (Kalleberg and Lincoln
1988; Lincoln et al. 1990). The received wisdom
about differences between Japan and the United
States was that they were cultural—that both
worker commitment and employer commitment
(to the worker) were part of a broader cultural sys-
tem. Lincoln and Kalleberg’s findings show that
work practices themselves shape commitment.
They build on Weber’s foundation to suggest that
local conventions are as important as broader cul-
tural systems in shaping work ethic.

The Diffusion of Management Institutions

While Weber was most interested in how cus-
toms differ among societies, recent works in eco-
nomic sociology have focused on the factors that
facilitate diffusion across organizations or across
societies (Meyer and Rowan 1977; Powell and
DiMaggio 1991). How do social institutions me-
diate the successful diffusion of an economic con-
vention from one society to another?
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Mauro Guillén: The Spread of
Management Paradigms

Mauro Guillén’s Models of Management: Work,
Aunthority, and Owganization in a Comparative
Perspective (1994) charts the spread of three im-
portant management paradigms in the United
States, Britain, West Germany, and Spain. Guillén
stands on Bendix’s and Weber’s shoulders, explor-
ing the social structural and ideological factors that
shape ideas about management. What determines
the successful spread of scientific management,
with its time-and-motion studies and focus on the
engineering of work; the human relations school,
with its emphasis on treating workers humanely;
and structural analysis, with its focus on the link
between technical demands and the human factor?
What matters most is the institutionalization of
large, bureaucratized firms that can put a new
management technique into practice when they
truly want to.

Religion plays an interesting role that is typical-
ly neglected. In Spain, the Catholic Church sup-
ported the human relations school for its humane
treatment of workers. In Germany, Protestants
supported the scientific management movement
for its emphasis on individualism and self-reliance.
New practices do not diffuse universally; rather,
they diffuse where existing social institutions are
compatible with them and where systems have the
capacity to effect change. This finding supports
Weber’s notion that societal institutions reinforce
one another when they share an “elective affinity.”

Mavrie-Laure Djelic: Copying the American
Model of Capitalism

Marie-Laure Dielic’s Exporting the American
Model: The Postwar Transformation of European
Business (1998) explores why France and Germany
succeeded in importing American-style capitalism
after World War I1 and why Italy failed. What mat-
tered most was the character of institutions, both
international institutions and national political in-
stitutions. France and Germany adopted the cor-
porate structure (rather than independent owner-
ship), the multidivisional form (rather than the
simple unitary form), and enforced price competi-
tion (rather than cartels). Support from interna-
tional institutions, in the form of the Marshall
Plan; from the local political system; and from the
business community mattered. In the case of Italy,
industry resistance to change, the emphasis of
Marshall Plan administrators on infrastructure over

industry, and the disarticulation of the recovery
plan worked against the American model.

Weberian comparative and historical studies
share a focus on the meanings of social conven-
tions to actors and on the articulation of different
social institutions. Economic conventions are only
replicated to the extent that those who enact them
understand them, so understanding is key to the
persistence of conventions. Diverse social institu-
tions must reinforce economic conventions, and
where they do not, conventions tend to change.
These insights were not Weber’s alone, but his
work brought them to the forefront of economic
sociology more than the work of any other single
author.

NETWORKS AND ROLES: THE LEGACY
OF DURKHEIM

Changes in Networks and Roles

Economic behavior is fundamentally role-ori-
ented behavior, in the view of most economic so-
ciologists. Whereas neoclassical economists tend to
see economic behavior as driven by individual cal-
culations, economic sociologists tend to view it as
driven by norms about social roles. Emile Durk-
heim explored how social networks and social roles
varied across different societies, and much of the
comparative and historical work in economic soci-
ology builds on his insights. The network ap-
proach in economic sociology also carries forward
his insights about the role of concrete social con-
nections in shaping economic behavior.

Emile Durkheim: The Division of Labor

Durkheim tried to understand the emergence of
industrial capitalism through the concrete social
networks that gave rise to an increasing division of
labor. For Durkheim, social networks gave to indi-
viduals the roles and scripts they followed in eco-
nomic life. Interpersonal networks varied dramati-
cally among the societies Durkheim studied, from
the totemic, tribal societies of the South Pacific to
the complex industrial societies of early-twentieth-
century Europe.

The division of labor, where the tasks of sustain-
ing life were divided up, set modern socicties
apart. Durkheim’s The Division of Labor in Society
(1933) explores how social attachment was re-
structured with industrialization, as individuals de-
veloped primary attachments to their occupational



or professional groups rather than simply to their
local communities. In Durkheim’s view, econom-
ic behavior was shaped by social role, and in mod-
ern societies role identity was formed increasingly
by occupation. People identify with those in their
occupations, behaving according to occupational
scripts and norms. One implication is that execu-
tives, physicians, accountants, and janitors follow
cconomic customs rather than making rational
calculations about how to behave in every situa-

tion they face. Occupational conventions may be

based on rational ideas, but day-to-day behavior is
guided by tradition rather than by active rational
choice.

Viviana Zelizer: The Changing Role of Childven
in Industry

How do social roles change in modern society?
Viviana Zelizer (1987) shows how a network of
social reformers altered the role of children under
capitalism, redefining rationalized roles and chang-
ing behavior. With the advent of the custom of sell-
ing labor by the hour under early industrial capi-
talism, the labor of children was bought and sold
just like the labor of adults. In realms ranging from
factory production to life insurance to foster care
to litigation, children were treated as laborers. Life
insurance for children was designed to replace chil-
dren’s income. Foster parents favored older boys
because of their earning potential. The courts
awarded the parents of children killed in accidents
remuncration based on the child’s lost wages.

- A network of social reformers sought to protect
children from the industrial labor market by
changing society’s understanding of their role.
They described childhood as a sacred category and
defined children’s value to parents as primarily
emotional rather than economic. Their successes
could be counted in institutional changes. Most
forms of child labor were outlawed. Life insurance
for children was transformed to provide parents
with compensation for their grief over the loss of a
child. Adoptive parents came to favor baby girls,
who were inferior workers but superior objects of
emotional attachment. The courts awarded griev-
ing parents compensation for their emotional loss.
Between 1870 and 1930, new norms about the
role of children in capitalism were institutional-
ized. Employers themselves came to argue that
children’s time was better spent in schooling that
would prepare them for the workforce. This
change was the result of a social movement that
promoted a new theory of the role of children—a
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new rationalization of childhood centered around
education rather than labor.

Julin Adams: The Principal-Agent Problem in
Dutch Colonial Networks

Like Kiser and Schneider, Julia Adams (1996) is
interested in the problem of agency and revenue
collection among early European states. She com-
bines network and agency approaches, arguing
with Durkheim that identity often causes individu-
als to conform to economic norms. But identity, in
this case as honorable members of the Dutch colo-
nial empire, was not always enough. The Dutch
East India trading network brought revenues back
to Holland, and in its early stages it did so quite
successfully. Adams shows that this was the case
largely because Dutch agents abroad had no alter-
native network through which to move goods and
receive payments. With the growth of Britain’s
parallel East India trading network, Dutch agents
found an alternative trading route, and many of
them became free agents, acting for their own en-
richment rather than for the good of their princi-
pal, the empire. The weak incentives to stick with
the Dutch network were to blame. The British
Empire reduced disincentives to leave the network,
and its agents were less likely to defect. The struc-
ture of the social network, and its efficacy at bind-
ing individuals, were key to predicting whether
agents would stick with their empires.

Networks and Economic Development

Network position also shapes the roles that dif-
ferent nations play in the international order. Marx
recognized this, and so especially did Lenin ([1916]
1976) in his work on imperialism. Neo-Durkheim-
ian studies (Putnam 1993) that emphasize the pos-
itive effects of strong social networks on develop-
ment have come to play an important role in
recent studies, and hence I discuss networks and
development under the heading of Durkheim.

Immannel Wallerstein: The World System

Immanuel Wallerstein’s (1976-80) sweeping
historical studies of the evolution of the world
system suggest that late developers will follow a
different pattern than early developers, in part be-
cause their profits will be drawn toward early de-
veloping countries rather than remaining at home.
Core countries, in Wallerstein’s model, will buy
raw materials and agricultural goods from periph-
eral countries at low prices. Power, in terms of core
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countries’ capacity to make war and control tech-
nology, keeps peripheral countries in subordinate
positions. Wallerstein’s studies built directly on the
work of Paul Baran (1957; Baran and Sweezy
1966), who similarly contended that differences in
a country’s location in the global trade network
would shape the pattern of development, and that
power was the key factor that permitted developed
nations to extract value from underdeveloped
nations.

Cardoso and Faletto: Economic Dependence
and Industrialization

Cardoso and Faletto’s Dependency and Develop-
ment in Latin America (1979) took on the prob-
lem of the economic dependency of underdevel-
oped nations on developed nations. Cardoso is
best known for his stint as Brazil’s president from
1994 to 2002, but he was also arguably the most
important scholar of development in the 1980s.
Baran (1957) had argued that development would
be stalled in underdeveloped nations by the fact
that developed nations extract value from them—
by the fact that they pay little for raw materials—
farm products, wood, oil, minerals. But Baran’s ar-
gument was something of a blunt instrument.

Cardoso and Faletto refine the idea, arguing that
class characteristics of developing countries shape
their relations of dependency with core countries,
thereby influencing industry structure. The power
of different domestic elite groups is key. Cardoso
and Faletto describe different patterns of local class
incorporation in the international economy, repre-
senting typical phases in the evolution of depen-
dency. At first commercial groups are involved in
the transfer of raw materials. Later the urban mid-
dle classes and the industrial bourgeoisie play roles,
as countries begin to trade in manufactured goods.
When a country starts to substitute local products
for imports, a wider range of social groups be-
comes involved in manufacturing. At each stage,
the collaboration of local elites helps to shape the
kind of relationship a dependent country will have
with the core, with export platform manufacturing
requiring a very different pattern of cross-national
class relations than, say, mining and lumbering.
Here, international cross-class networks shape the
pattern of development.

Gary Gereffi: Multinational Strategy and

Dependent Development

Whereas Cardoso and Faletto find that the in-
ternational network shapes how export industries
will be structured in developing countries, Gary

Gereffi’s (1983) systematic analysis of a single in-
dustry in 14 countries shows a similar pattern
based on the strength of multinationals. Using
J. S. Mill’s comparative method, Gereffi shows that
powerful multinationals producing steroids sup-
press the development of domestically owned
competitors in all of these settings—multinational
power trumps all kinds of domestic configurations.
It is their market power and their willingness to
bend the rules, rather than their efficiency, that
keep multinationals in charge of this industry.

Gereffi and colleagues (Gereffi and Korzenie-
wicz 1994) have refocused comparative studies of
development, turning away from the dependent
nation to the production network, or the “com-
modity chain.” They trace goods from the extrac-
tion of raw materials to the consumer. As transna-
tional corporations made the production process
truly global in many industries, commodity chains
became increasingly complex, wending through
many countries. Case studies of different industries
reveal that transnational corporations make use of
unregulated extractive industries in one location,
low wages in another, and advanced manufactur-
ing techniques in a third. They practice the con-
cept of comparative advantage, shopping for the
best wages, environmental regulations, and so on
for each stage in the production process.

Peter Evans: State Strategies and Elite Networks
in Development

Whereas comparative studies of developed eco-
nomic systems suggest that there are many ways to
skin a cat—that different configurations of state and
industry can produce growth—comparative stud-
ies of developing countries typically focus on the
forces that spur development. Peter Evans has
focused on how networks of bureaucrats, multina-
tionals, and local capitalists can foster develop-
ment. Conventional wisdom suggests that laissez-
faire state policies produce growth. In two books,
one principally on Brazil ( Dependent Development
[1979]) and one comparing Brazil with South
Korea and India (Embedded Autonomy [1995])
Evans amends this wisdom. First, he finds that in
virtually all successful cases of development, the
state takes an active role in the promotion of in-
dustry. Comparisons across industries in Brazil make
this clear. Second, he suggests that states need to
be awutonomous—they need to have bureaucratic
insulation from the military and from other socie-
tal groups—to develop successful growth strate-
gies. Weberian norms of rationality make states ef-
fective managers of the economy. Where capitalists




hold state bureaucrats in their- pockets, dynamic
growth rarely ensues. Third, in successful cases of
development, states need to be embedded in soci-
ctal networks in order to gain information on in-
dustry and to be able to influence industry. A com-
parison of the information technology industries in
Brazil, South Korea, and India provides evidence:
South Korea best exemplified embedded autono-
my and had the greatest success, but in Brazil and
India, segments of the sector where the state got it
right saw significant successes. For successful de-
velopment, bureaucratic rules must contain the
power of societal groups over the state, but the
state must play an active role in development, and
to do so effectively, state elites must be involved in
networks of entrepreneurs and financiers.

Development studies have increasingly empha-
sized the importance of strong social networks to
the successful pursuit of economic growth. Soci-
cties without adequate “social capital” are disad-
vantaged compared to their peers with rich and
dense networks (Woolcock 1998).

Roles and Institutions in the Transition to
Capitalism ‘

The transition to capitalism has provided a sort of
natural laboratory for analyzing rapid shifts in eco-
nomic practices in Eastern Europe, in the former
Soviet Republics, and in China. In the short run,
the plans for transition via “shock therapy” sketched
by economists such as Jeffrey Sachs (1989) ap-
peared to have failed, and this brought greater in-
terest in sociological analyses of the transition. Fol-
lowers of shock therapy believed that by destroying
socialist economic forms, such as collective owner-
ship, they would unleash the power of markets. So-
ciological analyses suggest that no one particular
system fills the void—not American-style neoliberal-
ism, but certainly not Japanese-style state-industry
collaboration either. As Weber would predict, insti-
tutions do not change so easily. As Durkheim would
suggest, social roles and social networks often ex-
plain how systems change. Here I review only a
handful of studies, as the lion’s share are reviewed
by King and Szelényi in chapter 10.

Ivin Szelényi: The Rise of & Bourgeoisie under
Communism

Ivin Szelényi documented the emergence of
protocapitalist enterprises even before socialism
fell, abruptly, in Eastern Europe in 1989. In The
Intellectuals on the Road to Class Power, Konrad
and Szelényi (1979) showed that intellectuals were
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becoming the ruling class under modern socialism.
Yet by the late 1980s, Szelényi and colleagues
(1988) found that a new bourgeois elite was rising
in Hungary, contrary to all expectations. It was a
farming elite, producing agricultural goods for sale
in private markets. Szelényi found that the partici-
pants were typically from families that had been
entrepreneurial even before the advent of Com-
munism in Hungary. Some 40 years later the en-
trepreneurial inclination survived in these families,
and some developed active and quite successful
businesses targeting unmet demand for agricultur-
al goods in private, unregulated, markets. Szelényi
proposes an argument about the continuity of so-
cial roles at the level of the family. In Hungary,
those whose families were on the path to embour-
geoisement in 1944 put their ambitions on hold,
but revived those ambitions as a private, secondary
economy emerged that allowed them to behave as
entrepreneurs.

David Stavk: Path Dependence in Postsocialism

David Stark’s (1992a, 1992b; Stark and Bruszt
1998) laboratory is Eastern Europe after the fall of
Communism. His comparative studies of the tran-
sition to capitalism lend support to the idea that
economic institutions are built on the foundation
of previous institutions. Stark finds that the transi-
tion to capitalism is mediated by the economic and
political institutions of Communism. Tradition
matters even when nations are deliberately trying
to shed the old. In the final analysis, societies with
strong social networks that encourage political par-
ticipation have the greatest potential for growth.

Stark’s study of post-1989 privatization strate-
gies challenges the idea of “cookbook capitalism”—
the idea that one can use a single recipe to create
identical capitalist systems everywhere. Countries
pursuing the recipe for privatization built very dif-
ferent systems, based on pre-1989 institutions and
assumptions (1992b). States chose either corpora-
tions or individuals to acquire stock in state-owned
firms, and they distributed stock either to those
who could buy it or to those who, they deemed,
had a right to it. Czechoslovakia and Poland chose
citizens to acquire stock, the former selling it in a
voucher auction and the latter distributing it
through citizen grants. East Germany and Hun-
gary both chose corporations to acquire stock, the
former selling it and the latter reorganizing enter-
prises that would own themselves. The form of
public ownership of corporations under Commu-
nism, and the structure of elite networks, account
for these differences.
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Which kinds of transitions produce growth?
Stark and Bruszt’s Postsocialist Pathways (1998)
shows that the structure of social ties matters more
than the extent to which nations have approximat-
ed the neoliberal model of the market. Consisten-
¢y in the property rights regime is a precondition
to success, and consistency is a consequence of a

" society’s network structure. Where there is a “de-
liberative association” of producers that generates
a market that is open and participatory, policy con-
tinuity and growth ensue. The Czech Republic’s
consistent policies are one result, and they contrast
starkly with Hungary’s policy vacillations.

Victor Nee: Social Roles and Economic Incentives
in the Chinese Market Transition

Victor Nee (1989, 1991, 1992, 1996) studies
the ways in which policy institutions have shaped
the interests of elites in the Chinese transition to
capitalism, and the implications for the transition.
The implicit story is that economic practices and
structures persist because they produce a sort of
equilibrium of interests, but that change in policy
can alter interests and economic patterns. When
public policy encouraged entrepreneurialism, gov-
ernment officials were the first out of the gate be-
cause they had the requisite knowledge and access
to resources (Nee 1991). Yet when state cadres
used privileges of position to build enterprises,
they created a crisis of legitimacy in party socialism
that further hastened the move toward capitalism
(Nee 1996). Here a change in the incentives cre-
ated by public policy brought about a new set of
economic behaviors that fed back into the political
system. Policy incentives can also shape the form
of enterprises that emerge under capitalism. In
“Organizational Dynamics of Market Transition”
(1992) Nee shows that China’s transformation did
not spawn a single enterprise form, because public
policy continued to support hybrid forms such as
cooperatives and enterprises owned by local gov-
ernments. These forms were not inherently un-
competitive when they came head-to-head with
private enterprises organized on the Western
model. Their competitiveness depended on whether
public policy encouraged efficiency in the particu-
lar form. Nee’s rich analyses point to the impor-
tance of long-standing social networks among elite
cadres for the transition to capitalism.

Douglas Guthrie: American Management
Practices Spread to China

Douglas Guthrie’s Dyagon in a Three-Piece Suit:
The Emergence of Capitalism in China (1999)

charts changes in Chinese management practices
during the 1990s, as a growing number of enter-
prises adopted Western management conventions.
The need to reform is not what determines which
enterprises move toward the Western conventions
of burcaucratic wage and promotion systems, mar-
ket pricing, diversification into the profitable ser-
vice sector, and adoption of company law as a gov-
ernance form. Two other factors determine which
enterprises reform. Networks matter, and specifi-
cally links to Western ideas, through the training of
managers or through joint contracts with Western
firms. And enterprises that had received significant
public subsidies in the past change quickly after
being cut off from the public trough. Guthrie thus
finds that institutional theory, with its emphasis on
crises catalyzing change and its emphasis on the
spread of new strategies through networks, better
explains new corporate strategies in China than
does efficiency theory.

Comparative and historical studies of the transi-
tion to capitalism may best exemplify the promise
of economic sociology, because they tend to draw
on all of its best ideas, bringing insights from the
Marxist, Weberian, and Durkheimian traditions to
bear.

CONCLUSION

Karl Marx, Max Weber, and Emile Durkheim
observed that economic institutions and customs
vary significantly across time and space. All three
were intrigued by what set modernity apart—by
what made modern societies different from tradi-
tional sociedes. Thus all three compared modern
societies to traditional societies, seeking clues
about what made rational economic behavior pat-
terns emerge. Historical economic sociology was
born of this search for what made modernity dif-
ferent. Although they arrived at very different con-
clusions about where modern economic customs
came from—from class struggle under feudalism,
from the norms of Protestantism, or from popula-
tion density and the division of labor—they began
with a common insight, that economic behavior
must be explained by social context. Given the
same set of economic options, people from differ-
ent societies will make very different choices, for
society conditions economic choices.

Economic sociologists have moved from the
question of what produced modern economic be-
havior patterns to that of why people exhibit such
different sorts of economic behavior across mod-




crn societies. Whereas Marx, Weber, and Durk-
heim could not be certain that modern societies
would take as many different forms as ancient so-
cieties, time has shown that nations develop a wide
range of economic behavior patterns. Not only are
Japan, Taiwan, and South Korea quite different
from the West, they are different from one anoth-
cr. And the West is not of a piece when it comes to
cconomic institutions, customs, and behaviors.
Germany, France, Britain, Sweden, the United
States—in these countries we find fundamentally
different labor management systems, corporate
strategies, intraindustry firm relations, supplier-
buyer relations, interindustry relations, and state-
industry relations. Modern common sense suggests
that there must be “one best way” to organize
cach of these domains. Comparative economic so-
ciologists demonstrate that there are many differ-
ent ways of organizing these domains—and many
that appear to be about equally efficient. If these
countries do not represent different steps on the
stairway to heaven, or to perfect rationality, then
what explains their differences?

Economic sociologists address this question in
studies that are inductive and comparative. Their
method is inductive because they start out with a
tool-kit of theoretical ideas, but with no firm con-
viction that a single process shapes economic be-
havior. Many of the studies reviewed here are thus
hard to categorize because they use insights from
more than one tradition. Their method is compara-
tive, because only through comparisons can they
discern what it is about a society that produces one
pattern of economic behavior or another—that pro-
duces intermarket business groups, cartels, or verti-
cally integrated firms. The comparisons can be over
time, with an eye to identifying the factors that pre-
cede changes in economic behavior, or across
space, with an eye to identifying the factors that
covary with different economic behavior patterns.

It is worth noting that as a group, economic so-
ciologists do not reject the idea that efficiency plays
a role in shaping economic behavior. But the em-
pirical fact of the matter is that many different kinds
of economic systems operate effectively today, and
so for economic sociologists the problem is to ex-
plain this diversity. The question of what kinds of
economic behavior patterns are actually extin-
guished by their inefficiency is an important one,
but it is remarkable how many different behavior
patterns are not extinguished, or have not yet been.

For well over a century, economic sociologists
have undertaken these inductive and comparative
studies, and they have identified three broad mech-
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anisms that shape economic behavior. First, power
shapes economic institutions and conventions.
Marx found that the emerging bourgeoisie under
late feudalism used their newfound economic re-
sources to move public policy in their direction, so
that policy favored capitalist activities. The mod-
ern state professes neutrality in matters cconomic,
but Marx found that it pursues policies that favor
particular groups in the name of the collective
good. Under democratic regimes, the powerful
often win the right to establish the rules by which
firms play, but the state and corporations depict
those rules as oriented to efficiency and progress
rather than as oriented to the interests of particu-
lar groups. By analogy, Fligstein shows that as fi-
nance-trained managers sought to win control of
American corporations, they did so with the claim
that their particular form of expertise was unique-
ly well suited to the problems of modern firms.
And Roy shows that the legal rules that made the
corporation the most profitable governance struc-
ture were backed by a particular group of capital-
ists, who succeeded in convincing society at large
that limited liability and kindred legal forms were
good not only for the owners of corporations but
for society. Power often influences the evolution
of economic institutions and customs, and what
makes power effective is the capacity to frame its
exercise as an exercise in pursuing the good of the
nation or firm.

Second, existing economic institutions and cus-
toms shape the new institutions and customs that
emerge. This happens in part because existing in-
stitutions provide models of how the world should
be organized and resources for organizing new
fields of activity in the way that old fields were
organized. Historical studies find dramatic shifts in
economic behavior and institutions over time, but
they also find that countries build on past experi-
ence. Hamilton and Biggart trace the modern in-
dustrial strategies of Japan, South Korea, and Tai-
wan not to postwar innovations in industrial policy,
but to the strategic use of traditional forms of
state—private sector relations. Cardoso and Faletto
find that the pattern of export-sector development
in emerging markets depends on the character of
preexisting class relations. And I find that the log-
ics of state-society relations in the preindustrial
polities of the United States, Britain, and France
informed later state-industry relations.

Finally, networks are the conduits through which
new economic customs diffuse, and through which
power is exercised. Social networks take very differ-
ent forms, and concrete networks determine what
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is possible in economic life and what is not. Thus as
Davis and colleagues have shown, a network of in-
stitutional investors changed the rules of the cor-
porate game sometime after 1970, making it diffi-
cult for diversified firms to maintain high stock
prices and thereby encouraging their breakup. For
Nee, the network of state cadres (officials) shaped
the transition to capitalism in China by jumping
into the fray as entrepreneurs. For Gao, the close
ties between state officials and corporations in
Japan, and the resulting absence of formal controls
over corporate activity, played a role in the eco-
nomic collapse of the 1990s. Networks also define
social roles for their members, and many studies
have shown that individuals follow social norms un-
thinkingly in economic life rather than making ra-
tional calculations at every crossroad they meet.

Comparative and historical economic sociolo-
gists may emphasize one process or another when
they are trying to explain new business practices or
public coordination of industry, but increasingly
they find all three of these processes at work (Flig-
stein 2001). Once a national economic institution
or a business practice is put into place, and becomes
taken for granted as the most efficient way to orga-
nize a particular domain, some kind of shock is usu-
ally required to displace it. The shock typically sets
off a contest among different groups, with different
ideas about what the new policy or practice should
look like. At this point power comes into the equa-
tion, as groups try to use rhetoric and resources to
ensure that their favored solution is adopted. Net-
works often provide the conduits through which
new practices are tested out, and through which
the word is spread. As powerful agents use their
networks to try to convince others of the efficacy of
the economic policy or business practice they favor,
a new policy or practice becomes institutionalized,
often eliminating competitors in the process. Thus
begins a new cycle, in which taken-for-granted
policies and practices are eventually undermined by
challenges, and in which groups vie to define what
will replace them. :

NOTE

Thanks to Richard Swedberg, Neil Smelser, Joseph Man-
ning, Bruce Carruthers, and Fred Block for comments and
suggestions.

REFERENCES

Adams, Julia. 1996. “Principals and Agents, Colonialists
and Company Men: The Decay of Colonial Control

in the Dutch East Indies.” American Sociological
Review 61:12-28.

Arthur, W. Brian. 1988. “Self-Reinforcing Mechanisms in
Economics.” Pp. 9-33 in The Econowmy as an Evoly-
ing Complex System, ed. Philip W. Anderson, Ken-
neth J. Arrow, and David Pines. New York: Wiley.

Baran, Paul A. 1957. The Political Economy of Growth.
New York: Monthly Review Press.

Baran, Paul A., and Paul M. Sweezy. 1966. Monopoly
Capital. New York: Modern Reader.

Bendix, Reinhard. 1956. Work and Authority in Indus-
try: Ideologies of Management in the Course of In-
dustrialization. New York: John Wiley and Sons.

Biernacki, Richard. 1995. The Fabrication of Labor: Ger-
many and Britain, 1640~1914. Berkeley and Los
Angeles: University of California Press.

Bloor, David. 1976. Knowledge and Social Imagery.
London: Routledge.

Budros, Art. 1997. “The New Capitalism and Organiza-
tional Rationality: The Adoption of Downsizing
Programs, 1979-1994.” Social Forces 76:229-49.

Burawoy, Michael. 1979. Manufacturing Consent: Changes
in the Labor Process under Monopoly Capitalism.
Chicago: University of Chicago Press.

Campbell, John L., j. Rogers Hollingsworth, and Leon
N. Lindberg, eds. 1991. Governance of the American
Economy. Cambridge: Cambridge University Press.

Cardoso, Fernando Henrique, and Enzo Faletto. 1979.
Dependency and Development in Latin America.
Berkeley and Los Angeles: University of California
Press.

Carruthers, Bruce. 1996. City of Capital: Politics and
Markets in the English Financial Revolution. Prince-
ton: Princeton University Press.

Chandler, Alfred D., Jr. 1977. The Visible Hand: The
Managerinl Revolution in American Business. Cam-
bridge: Harvard University Press.

Cumings, Bruce. 1987. “The Origins and Development
of the Northeast Asian Political Economy: Industri-
al Sectors, Product Cycles, and Political Conse-
quences.” Pp. 44-83 in The Political Economy of the
New Asian Industrialism, ed. Frederick C. Deyo.
Ithaca, N.Y.: Cornell University Press.

David, Paul. 1985. “Clio and the Economics of
QUERTY.” American Economic Review 75:332-37.

Davis, Gerald F., Kristina A. Diekmann, and Catherine
H. Tinsley. 1994. “The Decline and Fall of the
Conglomerate Firm in the 1980s: The Deinstitu-
tionalization of an Organizational Form.” Ameri-
can Sociological Review 59:547-70.

Djelic, Marie-Laure. 1998. Exporting the American
Model: The Postwar Transformation of Euvopean
Business. Oxford: Oxford University Press.

Dobbin, Frank. 1993. “The Social Construction of the
Great Depression: Industrial Policy during the
1930s in the United States, Britain, and France.”
Theory and Society 22:1-56.

. 1994. Forging Industrial Policy: The United
States, Britain, and France in the Railway Age.
Cambridge: Cambridge University Press.

Dobbin, Frank, and Timothy Dowd. 2000. “The Market




That Antitrust Built: Public Policy, Private Coer-
cion, and Railroad Acquisitions, 1825-1922.”
American Sociological Review 65:635-57.

Dore, Ronald. 1973. British Factory—Japanese Factory.
Berkeley and Los Angeles: University of California
Press.

- 2000. Stock Mavker Capitalism: Welfave Capi-
talism—Japan and Germany versus the Anglo-
Saxons. Oxford: Oxford University Press.

Durkheim, Emile. 1933. The Division of Labor in Society.
Trans. George Simpson. New York: Free Press.

. [1938] 1982. The Rules of Sociological Method.
Trans. W. D. Halls. New York: Free Press.

Evans, Peter. 1979. Dependent Development: The Al-
liance of Multinational, State, and Local Capital in
Brazil. Princeton: Princeton University Press.

. 1995. Embedded Autonomy: States and Indus-
trinl Transformation. Princeton: Princeton Univer-
sity Press.

Fligstein, Neil. 1990. The Transformation of Corporate
Control. Cambridge: Harvard University Press.

. 2001. The Architecture of Markets: The Econom-
ic Sociology of Twenty-first-Century Capitalist Soci-
eties. Princeton: Princeton University Press.

Fligstein, Neil, and Linda Markowitz. 1993. “Financial
Reorganization of American Corporations in the
1980s.” Pp. 185-206 in Sociology and the Public
Agenda, ed. William Julius Wilson. Beverly Hills,
Calif.: Sage.

Gao, Bai. 1997. Economic Ideology and Japanese Indus-
trial Policy: Developmentalism between 1931 and
1965. Cambridge: Cambridge University Press.

. 2001. Japan’s Economic Dilemma: The Institu-
tional Origins of Prospervity and Stagnation. Cam-
bridge: Cambridge University Press.

Gerefti, Gary. 1983. The Pharmaceutical Industry and
Dependency in the Third World. Princeton: Prince-
ton University Press.

Gereffi, Gary, and Miguel Korzeniewicz, eds. 1994.
Commodity Chains and Global Capitalism. New
York: Pracger. :

Gorski, Philip S. 1993. “The Protestant Ethic Revisited—
Disciplinary Revolution and State Formation in
Holland and Prussia.” American Journal of Sociolo-
gy 99:265-316.

Granovetter, Mark. 1985. “Economic Action and Social
Structure: The Problem of Embeddedness.” Amer-
scan Journal of Sociology 91:481-510.

Guillén, Mauro F. 1994. Models of Management: Work,
Aunthority, and Organization in a Comparative Per-
spective. Chicago: University of Chicago Press.

. 2001. The Limits of Convergence: Globalization
and Organizational Change in Argentina, South
Korea, and Spain. Princeton: Princeton University
Press.

Guthrie, Douglas. 1999. Dragon in a Three-Piece Suit:
The Emergence of Capitalism in China. Princeton:
Princeton University Press.

Hamilton, Gary G., and Nicole Woolsey Biggart. 1988.
“Market, Culture, and Authority: A Comparative
Analysis of Management and Organization in the

Approaches 47

Far East.” American Journal of Sociology 94:
§52-594.

Hofstede, Geert. 1980. Culture’s Consequences: Interna-
tional Differences in Work Values. Beverly Hills,
Calif.: Sage.

Johnson, Chalmers. 1982. MITI and the Japanese Mira-
cle: The Growth of Industrial Policy, 1925-1975.
Stanford, Calif.: Stanford University Press.

Kalleberg, Arne L., and James R. Lincoln. 1988. “The
Structure of Earnings Inequality in the United
States and Japan.” American Journal of Sociology
94:8121-S153.

Kimeldorf, Howard. 1989. Reds or Rackets: The Making
of Radical and Conservative Unions on the Water-
Sfront. Berkeley and Los Angeles: University of Cal-
ifornia Press.

Kiser, Edgar, and Joachim Schneider. 1995. “Bureaucra-
cy and Efficiency: An Analysis of Taxation in Early
Modern Prussia.” American Sociological Review 59:
187-204.

Konrad, George, and Ivan Szelényi. 1979. The Intellec-
tuals on the Road to Class Power. Brighton: Har-
vester Press.

Lenin, V. 1. [1916] 1976. “Imperialism, the Highest
Stage of Capitalism.” Pp. 169-263 in Selected Writ-
ings. New York: International Publishers.

Lincoln, James R., and Arne L. Kalleberg. 1985. “Work
Organization and Workforce Commitment: A Study
of Plants and Employees in the U.S. and Japan.”
American Sociolggical Review 50:738-60.

Lincoln, James R., and Arne Kalleberg, with Mitsuyo
Hanada and Kerry McBride. 1990. Culture, Con-
trol, and Commitment: A Study of Work Organi-
zation and Work Attitudes in the United States
and Japan. Cambridge: Cambridge University
Press.

Marx, Karl. 1994. Das Kapital. 3 vols. New York: Inter-
national Publishers.

. 1963. The Eighteenth Brumaive of Louis Bona-

parte. New York: International Publishers.

. 1971. The Grumdrisse. Ed. and trans. David

McLellan. New York: Harper and Row.

. 1974. The German Ideology. New York: Interna-
tional Publishers.

Marx, Karl, and Friedrich Engels. [1872] 1972. “Mani-
festo of the Communist Party.” Pp. 331-62 in The
Marx-Engels Reader, ed. Robert C. Tucker. New
York: W. W. Norton.

Meyer, John W., and Brian Rowan. 1977. “Institution-
alized Organizations: Formal Structure as Myth
and Ceremony.” American Journal of Sociology 83:
340-63.

Mill, John Stuart. [1888] 1974. A System of Logic. Ed.
J. M. Robson. Toronto: University of Toronto Press.

Mintz, Beth, and Michael Schwartz. 1985. The Power
Structure of American Business. Chicago: University
of Chicago Press.

Nee, Victor. 1989. “A Theory of Market Transition:
From Redistribution to Markets in State Socialism.”
Amervican Sociological Review 54:663-81.

. 1991. “Social Inequalities in Reforming State




48 Dobbin

Socialism: Between Redistribution and Markets in

China.” American Sociological Review 56:267-82.

. 1992. “Organizational Dynamics of Market

Transition: Hybrid Forms, Property Rights, and

Mixed Economy in China.” Administrative Science

OQuarterly 37:1-27. :

. 1996. “The Emergence of a Market Society:
Changing Mechanisms of Stratification in China.”
American Journal of Sociology 101:908—49.

Novak, Michael, ed. 1993. The Catholic Ethic and the
Spirit of Capitalism. New York: Free Press.

Orrit, Marco, Nicole Woolsey Biggart, and Gary G. Hamil-
ton. 1991. “Organizational Isomorphism in FEast
Asia.” Pp. 361-89 in The New Institutionalism in Or-
ganizational Analysis, ed. Walter Powell and Paul
DiMaggio. Chicago: University of Chicago Press.

Ouchi, William G. 1981. Theory Z: How American Busi-
ness Can Meet the Japanese Challenge. Reading,
Mass.: Addison-Wesley.

Perrow, Charles. 1992. “Organizational Theorists in a
Society of Organizations.” Insernational Sociology
3:371-80.

. 2002. Organizing America: Wealth, Power, and
the Origins of Corporate Capitalism. Princeton:
Princeton University Press.

Powell, Walter W., and Paul J. DiMaggio, eds. 1991. The
New Institutionalism in Organizational Analysis.
Chicago: University of Chicago Press.

Putnam, Robert D. 1993. Making Democracy Work:
Civic Traditions in Modern Italy. Princeton: Prince-
ton University Press.

Ragin, Charles. 1987. The Comparative Method: Moving
Beyond Qualitative and Quantitative Strategies.
Berkeley and Los Angeles: University of California
Press.

Roy, William G. 1997. Socializing Capital: The Rise of
the Large Industrial Corporation in America.
Princeton: Princeton University Press.

Sachs, Jeffrey. 1989. “My Plan for Poland.” Interna-
tional Economy 3: 24-29.

Scott, W. Richard. 1995. Institutions and Organizations.

Thousand Oaks, Calif.: Sage.

Shenhav, Yehouda. 2000. Manufacturing Rationality:
The Engineering Foundations of the Managerial
Revolution. Oxford: Oxford University Press.

Skocpol, Theda, and Margaret Somers. 1980. “The Uses of
Comparative History in Macrosocial Inquiry.” Com-
parative Studies in Society and History 22:174-97.

Smelser, Neil. 1976. Comparative Method in the Social
Sciences. Englewood Cliffs, N.J.: Prentice-Hall.

Stark, David. 1992a. “From System Identity to Organi-
zational Diversity: Analyzing Social Change in East-
ern Europe.” Contemporary Sociology 21:299-304.

. 1992b. “Path Dependence and Privatizaton
Strategies in East Central Europe.” East European
Politics and Societies 6:17-51.

Stark, David, and Laszlo Bruszt. 1998. Postsocialist Path-

ways: Transforming Politics and Property in Enst Cen-
tral Europe. Cambridge: Cambridge University Press.

Streeck, Wolfgang. 1992. Social Institutions and Eco-
nomic Performance: Studies of Industrinl Relations
in Advanced Capitalist Economies. Newbury Park,
Calif.: Sage.

Swedberg, Richard. 1998. Max Weber and the Idea of Eco-
nomic Sociology. Princeton: Princeton University Press.

. 2001. “Max Weber’s Vision of Economic Soci-
ology.” Pp. 77-95 in The Sociology of Economic Life.
Boulder, Colo.: Westview.

Szelényi, Ivan. 1983. Urban Inequalities under State So-
cialism. Oxford: Oxford University Press.

Szelényi, Ivan, with Robert Manchin, P4l Juhasz, Balint
Magyar, and Bill Martin. 1988. Socialist Entrepre-
neurs: Embourgeoisement in Rural Hungary. Madi-
son: University of Wisconsin Press.

Useem, Michael. 1984. The Inner Circle. Oxford: Ox-
ford University Press.

. 1996. Investor Capitalism: How Money Man-
agers Arve Changing the Face of Corporate America.
New York: Basic Books.

Wallerstein, Immanuel. 1976-80. The Modern World-
System. Vols. 1-2. New York: Academic.

Weber, Max. [1916] 1951. The Religion of China: Con-
fucianism and Taoism. Glencoe, Ill.: Free Press.

. [1917] 1952. Ancient Judiasm. Glencoe, Ill.:

Free Press.

. [1916] 1958. The Religion of Indin: The Sociol-

ogy of Hinduism and Buddhism. Glencoe, Ill.: Free

Press.

. 1963. The Sociology of Religion. Trans. Ephriam

Fischolff. Boston: Beacon.

1978. Economy and Society. 2 vols. Ed. Guenther

Roth and Claus Wittich. Berkeley and Los Angeles:

University of California Press.

.[1905] 2002. The Protestant Ethic and the Spir-
it of Capitalism. Trans. Stephen Kalberg. Los Ange-
les: Roxbury.

Westney, Eleanor. 1987. Imitation and Innovation: The
Transfer of Western Organizational Forms to Meifi
Japan. Cambridge: Harvard University Press.

Whitley, Richard. 1992a. Business Systems in East Asia:
Firms, Markets, and Societies. London: Sage.

. ed. 1992b. European Business Systems: Firms and
Mavkets in Their National Contexts. London: Sage.

Whitley, Richard, and Peer Hull Kristensen, eds. 1996.
The Changing European Firm: Limits to Conver-
gence. New York: Routledge.

Williamson, Oliver E. 1985. The Economic Institutions of
Capitalism. New York: Free Press.

Woolcock, Michael. 1998. “Social Capital and Economic
Development: Toward a Theoretical Synthesis and
Policy Framework.” Theory and Society 27:151-208.

Zelizer, Viviana A. 1987. Pricing the Priceless Child: The
Changing Social Value of Childven. New York:
Basic.




