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No self-respecting economist, political scientist, or sociologist today
ignores the importance of institutions. In standard economics, institu-
tional analysis has found a central place: endogenous growth theory,
transaction costs economics, as well as the new economics of organiza-
tion imply an active incorporation of institutions into theory; and
since the seminal article by March and Olsen (1984), even hard core
behavioural political science has been forced to come to terms with
the structuring effect of institutions, while game-theoretic approaches
in political science underscore the role of institutions in shaping
outcome sets.

This chapter builds on and acknowledges these contributions of
institutionalism, but is critical of some of its implications for the
analysis of economic change. We agree with the (often unspoken)
claim that institutional frameworks preclude certain trajectories of
change: particular adjustment paths are highly unlikely, and probably
impossible, because of how they rely on the presence of other elements
in an institutional framework. What we take issue with is a tendency in
this literature to reify institutional frameworks, which runs the risk of
leading to an institutionally determined teleology. Institutional frame-
works, we will argue, have the capacity to offer alternative adjustment
paths that cannot simply be ‘read off’: how actors operate in particu-
lar institutional frameworks, and how they ‘learn’ to operate within
it, matters for their effects. Similar institutions can therefore lead to
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different outcomes, and institutional frameworks can offer actors new
adjustment paths beyond the immediately visible ones.

Our critique addresses both actual and potential problems that we
see with the literature. While many authors are sensitive to the points
we raise, too often the implications of these points seem to be ignored.
Our aim with this chapter is to take stock of this implicit debate within
institutionalism and use it as a means to improve institutional theory.

The chapter starts by reviewing the standard arguments on insti-
tutions and economic change, and then present our alternative view.
Section 3.2 presents empirical material on economic adjustment from
France and Germany. This suggests that the creative use of elements of
the institutional frameworks by critical actors, and the re-articulation
of existing elements, allowed them to adopt paths that were prob-
ably impossible to predict with the use of the conventional views on
economic adjustment in these countries. Section 3.3 concludes.

3.1. The Contributions and Limits of Institutional Theory

Fromtwodecadesof researchwithin the ‘newinstitutionalism’ inpolit-
ical economy, economic sociology, and comparative business studies
a broad consensus is emerging on the relation between institutions,
economic action, and economic change. According to this view, insti-
tutional frameworks powerfully shape the reaction space of actors in a
two-step process. The first step is related to the role of institutions
in defining the scope and nature of new problems. Since institu-
tional frameworks operate as filters for environmental stimuli, actors
perceive similar challenges very differently in differently organized
societies (Hall and Soskice 2001; Locke and Thelen 1995). The second
step deals with the set of possible solutions that actors may perceive
for the problems they identified. Since institutions are logically prior
to interests in this view, the formation of preferences by economic
actors is an endogenous result of the existing institutional structure
(Berger 1982; Hall 1986; Steinmo et al. 1992), and in this process, insti-AQ: Please

check Berger
1982 not listed
in ref. list.

tutions are not neutral (Zysman 1994: 244). In sum, actors pursue their
strategies in accordance with the definition of both the problems and
their interests as they have been shaped by the institutional structure.

A classic example of this line of argument is Streeck’s study (1989)
on how German and US car producers both faced a crisis in the early
1980s, but responded very differently. The German manufacturers,
eager to capitalize on the ‘Made in Germany’ label, went up-market,
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while the US producers primarily saw their crisis as a cost crisis, and
thus started searching for cost reductions. The German strategy dir-
ectly resulted from the constraints imposed by (among other things)
the system of labour relations with strong unions at their core, which
precluded a cost-based strategy, and the ability of these very institu-
tions to constructively offer alternative paths; the effect was a move up
the quality scale into less price-sensitive market segments. In contrast,
labour law has allowed US producers to de-unionize large parts of their
production system, and impose a series of cost savings which often
took the form of massive workforce reductions in order to compete
with Japanese producers on price.

Two related but analytically distinct implications for the analysis
of economic action are associated with this view: one is that different
institutional frameworks lead to divergence across market economies;
the second is that they contribute significantly to maintaining differ-
ences across, and continuities within, nations. Both of these outcomes
are related to the notion of path dependency, which itself emphasizes
three issues: the importance of starting points, the role of (institu-
tional) inefficiencies, and the importance of critical junctures (Deeg,
Chapter 2, this volume; Herrigel and Wittke, Chapter 11, this volume).
Early events, often of a formative nature, thus have a great influence
on the sequence and character of future events (Pierson 2000: 252). The
importance of being first is a direct function of the presence of increas-
ing returns to scale, the importance of switching costs, and the way
early events set limits on the range of possible future developments
(Arthur 1994; Crouch and Farrell 2002; Pierson 2000). The institutional
structure of a system of corporate governance, for example, depends
on the initial structure in which domestic firms were first embedded
(Bebchuk and Roe 1999).

Divergence across nations is a result of institutionally determined
differences in power relations among actors, privileging some while
demobilizing others (Hall 1986: 19; Pierson 2000; Steinmo et al. 1992).
Institutional frameworks affect the power of actors in several differ-
ent ways: their ability to overcome collective action dilemmas, their
access to the decision-making process, and the resources at hand. By
structuring both preferences and power, the institutional framework
faced by domestic companies and other actors constitute a ‘matrix of
incentives and constraints that militates toward some kinds of firm
behaviour and away from others’ (Hall 1997: 181).

Finally, the process of institutional formation is critical and infre-
quent. There are critical junctures characterized by institutional change



Morg: “chap03” — 2004/9/10 — 10:57 — page 56 — #4

56 Bob Hancké and Michel Goyer

that send countries, firms, and other actors along different develop-
mental paths that are then extremely difficult to reverse (Hall and
Taylor 1996: 942; Thelen 1999: 387). The metaphor of the branches
on a tree is insightful. Once you start going down on a particular
branch, other branches down the tree are precluded. Any evalua-
tion of this debate has to start by acknowledging how much this
view of institutions and institutional change has helped us in under-
standing economic adjustment. In most general terms, it has made us
aware of the role of history in defining the range of possible adjust-
ment paths (see, for example, Hall 1986; Hall and Soskice 2001;
Pierson 1994). It has also allowed us to capture better why some
experiments in institutional reform fail (Levy 1999; Wood 1997), why
economic adjustment, including workplace restructuring, took dif-
ferent forms in different countries (Streeck 1989, 1996; Turner 1991),
and why competitive pressures in international markets have not
led to a single sustainable model of capitalism (Hall and Soskice
2001). In all these cases, existing institutional frameworks limited the
range of options for economic actors, structured their incentives to
favour the initial path, and this was reflected in the differences in the
outcomes.

Yet this position may overstate the power of institutional
frameworks—and therefore of the nature of the constraints that actors
may perceive. One part of this objection is empirical. Multiple adjust-
ment paths and patterns of business organization often coexist within
the same institutional framework: even among the small group of
OECD countries, there are differences between companies, sectors,
and regions within each of the countries. Within German capital-
ism, for example, there are many instances of weakly regulated
labour markets, where the hard codetermination laws that govern
the economy in the ideal–typical version found in textbooks do not
hold sway, and where primary and secondary working conditions
are set unilaterally (within a minimum legal framework) instead of
negotiated between strong actors (Hassel 1999; Herrigel and Wittke,
Chapter 11, this volume). Conversely, some companies in the United
States have, against the odds, been able to successfully rely on coopera-
tive labour relations, shop-floor workers’ participation in self-steered
teams, and strategic comanagement (Rubinstein and Kochan 2001).
And the German political economy increasingly accommodates very
different models of regional economic development, ranging from
the symmetric model associated with the south-west of the country
(Herrigel 1996), to a considerably more hierarchical model of relations
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between large firms and their suppliers as in the east of the country
(Casper 1997).

Are these internal variations just noise, as highly ideal–typical treat-
ments of (frequently national) institutional frameworks assume, or is
there a logic to and perhaps a hierarchy among these multiple patterns
(Crouch and Farrell 2002)? Rather than treating this as just random
variation and thus defined away, the first question should be how
these different patterns coexist. Since institutional adaptation often
involves the resuscitation of existing but ignored elements of the dom-
inant framework (as in institutional ‘bricolage’ or in the generalization
of what was initially a niche strategy to the rest of the economy—the
case of ‘diversified quality production’ in Germany, as Piore and Sabel
(1984) have argued), understanding how these different elements are
mutually articulated becomes a necessity for understanding change.

Our final objection to some of the applications of institutional
theories deals with the question of what to make of paths that were
ultimately not chosen. First of all, there is a basic methodological
issue: how do we know they were not chosen? If choice entails an
active option for one of at least two alternatives, we have to be able to
demonstrate that these alternatives were actually there, if only in the
sense that they were debated as a possibility. Failure to do so has vast
methodological implications, since it implies that we are unable to dis-
tinguish between a lack of (awareness of) alternatives—the operational
opposite of ‘choice’—and choosing a particular option. But even if we
assume the existence of alternative paths, the question that needs to be
answered is why these were not chosen when the chance was offered.
Is this ‘choice’ (or rather ‘non-choice’) explained by the mechanisms
at the heart of the path-dependency argument (positive feedback and
switching costs), or by other, perhaps very different mechanisms such
as sudden exogenously determined reversals in the economic or polit-
ical fortunes of some of the actors? Correlation is not causation, as
we never cease to tell our students; yet, when it comes to the institu-
tional analysis of economic adjustment, we all too often accept lower
standards of proof.1

1 Wood (1997) offers a good example of how this should be done. After demonstrating that
the first Kohl government had a very ambitious agenda in economic policy, which included
tax cuts, a restructuring of key labour market institutions (works councils and training system),
privatizations, and deregulation, his analysis shows how and why German employers were very
reluctant to go along with this programme. Their interest was to avoid a complete overhaul of the
system, especially in labour relations, because it might endanger their product market strategies,
which had been highly successful until then. Thus, a coalition emerged, which included the
workers’ wing of the ruling party, employers, and unions, against the (for German standards
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The reaction against these deterministic views of institutions has
appeared in two forms of constructivism. The first is the ‘soft’ con-
structivist position that institutions do not solely regulate economic
action, but are elements of a quasi-constitutional order that ‘produces’
as much as regulates actors and their outcomes; rather than seeing
both as independent, this view stresses their mutual construction. The
best examples of this position are found in the literature on compara-
tive capitalism, which often started from the deterministic views and
then reintroduced actors in a more dynamic conception. Both Hall and
Soskice (2001) and Whitley (1999), for example, demonstrate how the
capabilities and resources that economic actors have at their disposal
are a function of the institutional frameworks they find themselves in.

The second form of constructivism establishes a more radical break
with the prevailing form of institutionalism. It emphasizes strategic
action, and takes that to its logical conclusion: there are, in principle,
no limits to the types of solutions that economic actors can bring
to bear on problems they identify; indeed, since even the identi-
fication and conceptualization of a problem is socially constructed,
institutions cannot be assumed to have any fixed quality whatsoever—
neither for identifying problems, nor for finding solutions (Sabel and
Zeitlin 1997). If institutional frameworks matter, it is because they offer
elements to construct novel strategies—but these elements are always
subject to a protracted process of redefinition and reconstruction, often
up to the point that they may have little to do with what they were
initially.

The problem with these constructivist views is that the soft view is
not sufficiently distinct from the deterministic position, whereas the
radical one has moved too far in the opposite direction. Regarding
actors as constituted by institutions also imputes an institutionally
determined rationality onto the situation: actors still pursue interests,
but these interests are a direct function of the institutional frame-
work they find themselves in. This implicit teleology evokes echoes of
Wrong’s critique of sociology’s ‘over-socialized conceptions’ of actors
(Wrong 1961): actors, either individually or collectively, do think, eval-
uate, develop strategies, and act upon these considerations. Treating
each of these steps in the process as determined by the rules and norms
that govern individuals, groups, and organizations, misses the point

radical) reform proposals, and the reforms died a silent death. Thelen (2000) takes the analysis
further and demonstrates that parallel strategic considerations were at the basis of German
employers’ reluctance to adopt similar (but even more modest) reforms in the mid-1990s.
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that actors can do unexpected things that do not necessarily follow
directly from the institutional framework. Since actors are able to
learn from the previous generation (of actors and of actions), they can
quickly find themselves a step ahead of the institutional framework as
they knew it. Institutional frameworks may constrain, in other words,
but they may also offer new possibilities as a result of these constraints,
because they allow for forms of learning that may extend beyond the
possibilities recognized in the initial framework.

But the openness of institutional frameworks is, despite what radical
constructivists seem to assert, not without limits. As Culpepper (2002)
demonstrated, for example, without an adequate social and institu-
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tional infrastructure, it is impossible to construct high-skill training
systems de novo. Attempts in the 1970s by successive Labour and
Tory governments in the United Kingdom to forge a system of wage
bargaining that helped check rampant inflation, failed largely because
of the absence of underpinning institutions (Regini 1984). And as many
countries in Eastern Europe are finding out today, building the institu-
tions of capitalism involves more than simply importing them from
abroad, especially if none of the necessary supporting institutions
are present. As we will see in the case studies in the next section
of this chapter, institutions do set limits on the direction of poten-
tial adjustment paths, even in extreme crisis situations. The initially
healthy reaction by the radical constructivists to the single-scenario
determinism of the dominant institutionalist theories may therefore
have been an overreaction. Any notion of systemic institutional coher-
ence (Aoki 2001; Hall and Soskice 2001) implies that particular paths
are excluded or impossible: institutions do offer ‘negative scenarios’.

The position we defend here builds directly on these criticisms and
has two components. The first is related to the underlying model of
change. We think that the punctuated equilibrium metaphor which has
invaded the analysis of change in political economy (and, to a lesser
extent, economic sociology) over the last few decades (Krasner 1984)
has led to a profound misunderstanding of processes of social, eco-
nomic, and institutional change—a point noted early on, incidentally,
in a famous essay by one of the ‘fathers’ of punctuated equilibrium
theory in biology (Gould 1980). Human society does not evolve accord-
ing to a slow-speed Darwinian model in which multiple generations
are required to select small beneficial changes, and in which long
periods of stasis are interrupted by sudden sharp crises and rapid
changes. Instead it evolves according to a model that is closer to what
Lamarck had in mind, in which traits acquired in one generation
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are transmitted to the next: human beings—and the social arte-
facts they construct, such as interest groups, companies, and other
organizations—learn, both across and within generations.2

This argument has two immediate implications. First, change, rather
than the stasis invoked by the punctuated equilibrium models, charac-
terizes human societies, and organizations, as actors are permanently
evaluating their position and the returns on that position. In addition,
and in large part as a result, change can be extremely fast in prin-
ciple, probably limited only by the speed with which actors recognize
that a particular set-up does not serve their interests broadly defined.
Institutional frameworks are therefore caught in an almost permanent
process of redefinition, which allows actors operating within them to
explore interpretations that can be very different from the ones that
were initially intended.

Second, while institutional frameworks may be considerably more
malleable and open than the conventional views assume, systemic
constraints of internal coherence impose limits on this openness. This
appears to us as one of the most important lessons from the institution-
alist analysis of comparative economic organization over the last two
decades. We leave open for the time being whether these systemic con-
straints are best conceived of in terms of a tightly coupled system with
a single-point equilibrium (Aoki 2001; Hall and Soskice 2001) or of a
looser, Weberian-inspired ‘elective affinity’ model (Lane 1995; Whitley
1999). What matters in our view is the emerging consensus in polit-
ical economy and economic sociology that institutional cherry-picking
rarely works as planned, precisely because (to push that metaphor) the
cherries are hanging on a tree that they need in order to grow.

In the next section we develop our argument through summary
accounts of how large firms in France and Germany adjusted to dif-
ferent pressures for change. In this process, as we will show, the
institutional framework that they found themselves in acted as a con-
straint by precluding particular options. At the same time, however,
many of these firms managed to exploit endogenous but often hidden
degrees of freedom that the institutional framework offered. In the
first account, on industrial renewal in France since the early 1980s, we

2 Note that we are not suggesting, as the literature on policy learning does, that this is an
apolitical process. Learning can be of a purely didactic type, but almost certainly involves deeply
political processes: the construction of a problem, the inventory and development of resources
(including power) at the disposal of protagonists, and the actual negotiations are an integral
part of what we call ‘learning’ in the Lamarckian sense. Jacoby (2000) develops some of these
arguments when discussing institutional transfer.
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will show not only that French policy-makers were unable to emulate
the German model which was the main signpost for their attempts to
rejuvenate French industry, but also that the ‘orphaned’ institutions
that emerged as a result of these attempts, became the object of a pro-
cess of active reinterpretation by large firms—the leaders, by default,
in French industrial adjustment during that period.

The second summary discusses the introduction of shareholder
value in Germany. Despite the very similar pressures to those that
occurred in other countries, most notably in the Anglo-Saxon econom-
ies in the 1980s, and which could have forced the corporate governance
system in Germany down a similar path of rapidly expanding equity
markets and outsider models of corporate governance, large firms in
Germany adopted a model which carefully balanced workers’ and
shareholders’ interests.

3.2. Surprising Reorganizations of Large Firms
in France and Germany

Methodologically, bothof theseaccounts canbe readas critical cases for
the view that institutional framework constrain actors in their search
for solutions to new problems. The study of large firm adjustment in
Francehas tobe consideredagainst thebackgroundof the conventional
images of the French business system, often dating back to Crozier’s
seminal studies in the 1960s, which still inform much of today’s
economic sociology and political–economic analysis of the French eco-
nomy. According to that view, French business is caught in a vicious
circle of low trust and therefore hierarchical workplaces, high state
involvement to overcome the problems that result from this workplace
set-up, and therefore anendemic incapacityof economicactors—firms,
associations, and trade unions—to change without central state inter-
vention. Imagine now that such a centralized state-centred framework
is facing an increasingly competitive international economy and that
protectionismno longer is aviablepolitical optionbecauseofEuropean
integration. The outcome is, or ought to be, a profound crisis without
an endogenous solution, precisely because the central state seems to
be the last actor to be able to provide that. Yet large firms in France not
only managed to adjust quite successfully; they did so without rely-
ing on the state for guidance by exploiting the (perhaps limited but
real) existing degrees of freedom they discovered in their institutional
environment.
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The second case study is constructed in a parallel way. Germany’s
institutional framework is considered to be highly restrictive in ways
that often remind us of the ‘stalemate society’ that France was sup-
posed to be. As a result, when large firms became exposed to pressures
from international capital markets, large publicly quoted firms in
Germany were facing several problems: the need to become more
transparent, construct compatible incentive structures throughout the
company, and more attention to the demands of institutional investors.
At the same time, however, the system of codetermination, which
gives workers and their representatives hard and soft participation
rights in the companies, imposed hard constraints on how manage-
ment could implement reforms that addressed their needs. Yet, the
German codetermination system turned into an asset for corporate
governance reform, and the reforms themselves strengthened the
codetermination system because they imposed additional transpar-
ency on the companies. The apparently overwhelming constraint in
this case study is the presence of several institutional constraints on
the ability of managers to conduct the business strategy of the firm.

Note, first of all, that the institutional frameworks for economic
action in these two cases have always been considered to be very dif-
ferent in comparative analyses (Levy 1999: 23–56; Maurice et al. 1986;
Ziegler 1997; Zysman 1977, 1983). Then consider the outcomes: in
both cases, the initial limits on the system imposed by the institu-
tional frameworks restricted the nature of the options that large firms
were able to engage. In both cases, adjustment followed a path that
reflected the preexisting institutional framework. At the same time,
however, the limits imposed by the institutional framework tell us little
about the path actually adopted by the large firms in their adjustment,
since in both cases the large firms reconfigured important elements in
their environment so that they became compatible with the types of
strategic solutions they were searching for. Institutional frameworks
may have constrained the firms in their adjustment path, but they did
not condemn them to a particular form of adjustment.

3.2.1. The surprising modernization of French industry

By the early 1980s, the French economic development model, which
hadserved thecountrywellupuntil then (seeBoyer1997; Levy1999 for
succinct accounts of the post-war French model), had ground to a halt.
Economic growth slumped, inflation soared, productivity fell sharply,
and corporate profitability followed suit. While it might be tempting
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to attribute this crisis to growing international competition which cre-
ated competitiveness problems for the large firms, a closer look reveals
that the difficulties of the French model were the result of an internal
crisis of the French production regime, and exacerbated by the mac-
roeconomic policies of the government between 1976 and 1983. Large
firms faced a dramatic productivity and profitability crisis, and the
macroeconomic stabilization policies pursued by the Left government
after the U-turn in 1983 had two direct consequences for them. It
made the ‘traditional’ French solution, which consisted of the state
subsidizing the companies out of the crisis, impossible because of
budget constraints and European competition policy. Additionally, the
tight monetary policies, which led to high interest rates in support of
the franc, aggravated the financial problems of the highly indebted
large firms.

Between 1981 and 1984, French governments developed initiatives
in three fields that were designed to support a forced reorganization
of French industry while allowing the broad macroeconomic policy
to pay off in the areas of labour relations, regional development,
and finance. Policy-makers were actively looking for inspiration in
Germany, and attempted to copy what they considered as mature insti-
tutions that critically contributed to German economic success onto
French soil. The Auroux laws, the largest package of labour reforms in
French history, were meant to create an industrial relations system that
would simultaneously defuse the perennial workplace conflict and
modernize the decision-making structures inside French companies.
The Defferre reform package involved a series of measures that decent-
ralized decision-making in many areas, one of which was economic
development, towards the regions. The underlying aim was, with the
strength of local economies in Germany in mind, to build the condi-
tions for similar dynamic local industrial tissues in different regions in
France. Finally, the financial system was reorganized to make banks
more responsive to the needs of industry. Again, the German house-
bank system, which involved close ties between banks and companies,
served as an example.

This German-inspired road turned out to be impossible to adopt,
and as a result the well-intended reforms ultimately failed to produce
the results they envisioned. The Auroux reforms ended up weakening
instead of strengthening the unions, and the workplace reforms that
did come about were not only very modest judged by their initial goals,
but became building blocks in a management strategy to increase
labour productivity. The decentralization of economic policy-making



Morg: “chap03” — 2004/9/10 — 10:57 — page 64 — #12

64 Bob Hancké and Michel Goyer

created a host of regional institutions for economic development, but
with very little effect on how local industrial structures were organ-
ized. Finally, by rapidly introducing competition for both deposits and
credits, the financial reform not only weakened the (previously highly
protected) French banking sector, it also failed to live up to its goal
of bringing the worlds of finance and industry closer to one another.
As Levy (1999) convincingly argues in a review of these different policy
initiatives, the reforms faced two types of problems: the first was that
the actors that were supposed to be empowered by the new initiat-
ives were too weak to carry them through on their own; the second
was, ironically, that without the state, the actors that were supposed to
be empowered—the trade unions, the banks, and regional economic
actors—were unable to use the decentralization policies. Since none of
the supporting institutions were in place, the policies fell on very dry
soil, and ultimately failed.

However, while the policies may have failed because they targeted
the wrong actors, large firms, through a process of trial and error,
endedupdeploying themas tools for their ownrestructuring—thereby
radically altering the meaning and impact of the policies and institu-
tions in the process. In many cases, management in the large firms
had—or at least might have had—a reasonably clear idea about where
to go, but was incapable of envisioning ways to get there because
the French institutional framework constrained most of their steps: in
1984–85, at the apex of the crisis, the state was the outright owner of
a large part of the economy, indirectly controlled the bulk of indus-
trial credit as a result of the nationalized banking sector, indirectly set
wage rates for the economy through the minimum wage, and induced
strategies of economic development through indicative planning.

Large firms in France therefore had to reorganize their ties with
the state, first and foremost the ownership patterns that linked them
directly to the state—a process for which they relied on the new
instruments that were born out of the financial deregulation cum
privatization policies of the 1980s. In the nationalized companies
management used the privatization policies to construct a corporate
governance system that acted as a protective shield against both a
potentially intrusive state and potentially highly nervous short-term
capital markets. In the state-owned public services, the same was
achieved through permanent renegotiation of the relationship between
management and the state: stemming the losses of these companies
required a profound internal reorganization which emphasized prof-
itability, and these (internal and external) goals were written into



Morg: “chap03” — 2004/9/10 — 10:57 — page 65 — #13

Degrees of Freedom 65

the planning contracts between state and management, leading to
increased operational autonomy of the latter. And in the private com-
panies, management autonomy either never posed a problem, because
the ownership and control structures provided management with
the autonomy for restructuring it needed; or structures that secured
autonomy had to be created.3

After this redefinition of the relative position of management
vis-à-vis company owners, the second step was very similar in the
different large companies: they set goals for their internal reorganiza-
tion, and attempted to adjust their workforce and supplier system
by introducing new organizational models that were slowly becom-
ing standard organizational models in many other countries as well.
Here, however, the old problems of the French model resurfaced
under a new guise. Neither workers nor suppliers had the capa-
city to follow the companies in that new strategy. Many workers
were low-skilled, which endangered a productivity drive, the labour
relations system was conflictual rather than cooperative, and sup-
pliers were technologically underdeveloped, organizationally weak,
and underfinanced. The large firms squared the circle by relying
heavily on a wide collection of state policies that dealt with a reor-
ganization of the labour market to restructure their workforce. At the
same time, they used the new institutions for local economic devel-
opment to reorganize their supplier base: they enlisted municipal
and regional development agencies, technology centres, training insti-
tutes, and employment offices to support their suppliers in the forced
upgrade.

Thus, while the ‘German’ option of decentralized production that
relied on workers’ skills, cooperative labour relations, deep competen-
cies of suppliers, and an active involvement of banks in corporate gov-
ernance turned out to be unfeasible because the underlying centralized
and adversarial institutional framework was unable to accommodate
such a shift, French industry adjusted by finding its own route. The
large firms adjusted, not as a result of trajectories imposed by the state,
but by actively constructing a new institutional environment that fitted
with what they perceived as their new needs, using these new tools to
further their internal adjustment, and explore new markets. In order
to accomplish this, they borrowed elements from failed government

3 In some cases, this could take a long time and be subject to significant internal tensions which
for a long time blocked any attempt at organizational restructuring and heavily burdened the
future adjustment of the company, as in Moulinex (see Hancké 2002: Chapter 6).
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policies in the areas of corporate governance (to secure independence
from the state and capital markets), and from decentralizing policies in
labour relations and economic planning (to support their productivity
drives). The French institutional framework of the 1980s may have
precluded the preferred up-market option, but it also offered creative
large firms instruments for their adjustment.

3.2.2. Corporate governance reform and
codetermination in Germany

The German system of corporate governance has been described as
the paradigm case of coordinated market economies in advanced
capitalism. The central institutions governing the German system,
themselves tightly linked in a wider framework, included a concen-
trated ownership structure with friendly domestic banks and firms at
its core, a reliance on bank loans and retained earnings as a source
of finance, accounting and disclosure standards that favour the accu-
mulation of hidden reserves, and therefore do not accurately reflect
market value, and a system of industrial relations characterized by the
participation of employees at the firm level through codetermination
rights at the plant and board levels (Hall and Soskice 2001; Thelen
1991; Zysman 1983).

The cosy world of German corporate governance was rocked
by developments in the 1990s, both at the domestic and inter-
national level, that significantly contributed to the rise of share-
holder value as a key reference point for companies (compare Deeg,
Chapter 2; Lane, Chapter 4, this volume). One critical driver was
probably financial liberalization, which had two important con-
sequences. On the one hand, it pushed up interest rates as banks
were forced to compete for deposits with new competitors; on the
other, the use of derivatives and other exotic financial instruments
exploded. The high cost of capital and the availability of alternat-
ives encouraged large German companies to tap into international
financial markets (Deeg 1999). In addition to financial liberaliza-
tion, an increasing percentage of takeovers in the United States and
in other advanced industrialized countries have been financed by
equity swaps (Rappaport and Sirower 1999: 147–51), which implies
that firms with a higher market capitalization possess a substantial
advantage in the global M&A marketplace (Coffee 1999: 649). At the
same time, the ownership structure of German companies evolved
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from one centered upon domestic banks and non-financial enter-
prises to one in which financially committed institutional investors
became more important, which has increased substantial pressures
for greater financial returns, and therefore put pressure on its system
of corporate governance—and of the position of employees within it
(Hoepner 2001: 6).

The institutional framework that prevailed in Germany in the 1980s
and 1990s, and the rights and position of works councils in the firm
in particular, foreclosed the option of rapid and deep restructuring
of large firms. While legal participation rights of works councils are
strong in social matters, weaker over personal issues, and modest in
economic and financial matters (Müller-Jentsch 1995), they have been
able to use their veto power strategically in some areas through link-
ing outcomes there to other issues where they have weaker rights. The
works council at the Volkswagen’s Braunschweig plant, for example,
used its codetermination rights on working times and wage grades
to demand an expansion of the skills and training funds for affected
workers in the 1980s (Thelen 1991: 213). In addition, the position
of organized labour and the works councils in the training system
has enabled them to impose significant constraints on hiring new
personnel when a company scaled back its activities to a few core
competencies: since new training programmes have to be approved
by an expert body in which organized labour holds half the seats, they
have de facto veto power over these programmes.

While the existing institutional framework of German corporate
governance significantly limited the availability of options, and of a
trajectory based on deregulation in particular, it also offered a series
of possible adjustment paths. One possible outcome—often lamen-
ted in the German and international business press—was immobilism
as a result of the mutual veto positions of all the actors; a creat-
ive reconfiguration of the institutions of the other. However, the
German system of corporate governance has been characterized by
considerable change. Some large companies have adopted elements
of shareholder value priorities in their strategy (Goyer 2003; Hoepner
2001). Of all the changes in theGermansystemof corporategovernance
over the last decade, the adoption of financial transparency was per-
haps the most important one (see Goyer 2003: 191–8). In 1996, only nine
firms of Germany’s largest 120 were using an international accounting
standard. By 2001 that figure had risen to ninety-six, and this figure
included all the members of the DAX 30 stock market index. In con-
trast, other measures usually associated with shareholder value, such
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as a focus on core business activities, have not become a new model
for German firms.

The adoption of financial transparency as a strategy of share-
holder value demonstrates the flexibility of the German institutional
framework. At their core, international accounting standards make
it close to impossible to accumulate hidden reserves, and as a res-
ult reflect the market value of the firm better than the conventional
German standards. Moreover, quarterly reports force firms to provide
plenty of additional information on a continual basis while making
cross-subsidies between units more visible. These effects protect the
interests of outside shareholders in the firm. But financial transparency
also has the effect of increasing the information available to employees,
especially in a ‘thick information’ setting like the German one—thus
increasing their ability to monitor management. It should therefore
not come as a surprise that employees have generally supported the
introduction of greater financial transparency (Hoepner 2001: 27).

This suggests that the institutions of corporate governance can
complement each other in different ways under different conditions.
The firm-level codetermination scheme found in Germany is perfectly
compatible with financial transparency under a shareholder value-
oriented system—as it was under the previous bank-based financial
system in which German accounting standards protected firms against
short-term financial demands. Since the adoption of greater financial
transparency was a negotiated process with employee representatives
(Hoepner 2001: 27–8), employees can act as informed and credible
participants in the process of firm adjustment, thereby reducing mana-
gerial incentives to act in a unilateral manner. The active participation
of employees in firm restructuring has allowed the institutions of
codetermination to both resist the deregulatory consequences associ-
ated with the advent of flexibility and of shareholder value strategies,
and to turn them into instruments that reinforce existing employee
representation models.

Moreover, the negotiated adoption of some shareholder value
strategies in Germany took place in an overall context in which
employees have been able to shape the patterns of adjustment to
changes on world markets. In particular, the use of firm-level agree-
ments has been a new element of the interaction between works
councils and management in Germany. Works councils have also
used their position to negotiate comprehensive restructuring pack-
ages designed to allow for the introduction of shareholder value
measures without relying on wage cuts, dismissals, and external
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labour flexibility (Streeck 2001: 26). Over half of the 100 largest German
companies have negotiated ‘location agreement’ and ‘employment
pacts’, trading wages for job security, in the latter half of the 1990s.
And slightly fewer than twenty of these have also included specific
investment plans for the next 2–4 years in exchange for more flexible
work shifts and a reduction in company bonuses and wages. The aim
of these plant agreements was to improve the competitiveness of firms
in a context of global competition, and they therefore make portfolio
restructuring through dismissals of workers in peripheral units a less
attractive option.

What lesson does the transformation of German corporate gov-
ernance entail for the study of institutions? The German political
economy—and its system of corporate governance in particular—

AQ: Please
check. Streeck
1992 ref. is not
listed.

has often been analysed as a mixture of constraints and incentives
(Streeck 1992). The ability of management to implement strategies
of adjustment in a unilateral manner is constrained by several
factors, most notably the legal rights of works councils and trade
unions. On the other hand, and in contrast to the arrangements
found elsewhere, the institutional arrangements of German compan-
ies provide management with opportunities to include employees in
the development and conduct of the business strategy of the firm
(Thelen 1991).

While we agree with this view, we would emphasize that some
of the enabling features of the German model are not related to the
institutions per se, but result from experimenting and learning by
actors. The various constraining elements of the German institutional
framework—barriers on dismissals, legal rights of works councils,
training requirements, and others—could be introduced by legislation
in other countries. By contrast, only some of the enabling arrangements
of the German system—such as associational governance of training
or the inability of firms to poach skilled workers—could be copied via
legislation.

For example, in many large firms works councils have used their
legal rights to become de facto comanagers of the firm, and thereby
have often been key actors in the introduction of competitiveness-
enhancing rationalization schemes (Herrigel and Wittke, Chapter 11,
this volume; Müller-Jentsch 1995). The willingness of works councils
to become positively involved in the business strategy of the firm
reflects the choices and strategies of actors in light of two key
developments. The first is the decentralization of wage bargaining
in Germany—and the rise in importance of several new firm-level
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issues—has increased the importance of works councils at the expense
of national unions. However, the decentralization of wage bargain-
ing is not unique to Germany, and its consequences on the behaviour
of works councils differ across nations as the French and Swedish
cases demonstrate (Howell 1992; Thelen 1993). In these two coun-
tries, the weakness of firm-level works councils entailed that the
decentralization of wage bargaining meant that either trade unions
faced a major identity crisis that required fundamental institutional
changes (Sweden) or that firm-level flexibility came to be associated
with straightforward deregulation of the labour market (France). The
decentralization of wage bargaining and the rise of importance of firm-
level issues, however, cannot by themselves account for the strategy
and actions of works councils in Germany.

The second development is the negotiated introduction of share-
holder value strategies in Germany—but which is not unique to the
field of corporate governance. Economic adjustment over the last
fifteen years has often been framed by negotiations between employ-
ees and management at the national level. One can point to the
tripartite committee on the Alliance for Jobs and the process of social
concertation as embodied in social pacts as prime examples of the
negotiated adjustment of the German political economy (Regini 2000).
Package deals linking issues across several policy fields—employment
and social policies, wage bargaining, welfare reform—have been the
main outcome of these negotiations.4

The negotiated character of changes in German corporate gov-
ernance and other policy areas accounts for the willingness of works
councils to become active participants in the strategy of the firm,
since it has provided employees with the ability to act as informed
and credible participants in the process of firm adjustment, thereby
reducing managerial incentives to act in a unilateral manner. The
active participation of employees in firm restructuring has led to a
situation without the potentially deregulatory consequences associ-
ated with the advent of flexibility and of shareholder value strategies.
Codetermination therefore seems to have evolved from a set of insti-
tutions designed to reconcile class conflict into a framework in which
the competitiveness requirements are internalized in part by the abil-
ity of works councils to act as a strategic partner for management
(Hoepner 2001).

4 See also the above discussion on the introduction of firm-level agreements on location and
employment in Germany.
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3.3. Conclusion

This chapter has argued that the dominant view of institutions in con-
temporary political economy increasingly seems to miss important
dynamic elements of economic change. Most importantly the view of
change associated with this approach—path dependency—is unable
to make proper sense of two disturbing elements. The first is how to
analyse the coexistence of different organizational patterns within one
national economy. In essence, the dominant views define those away
as statistical noise. The second was how to make sense of possible
adjustment paths that were ‘not chosen’—were they the result of the
feedback mechanisms at the basis of the path-dependency view? Both
problems follow from an inadequate conceptualization of the inter-
action between institutional frameworks and actors that underlies the
dominant view.

The two summaries of corporate adjustment in France and Germany
over the last two decades demonstrated the need for a view that treated
institutions not simply as constraints under which actors optimize
adjustment paths. Rather than simply imposing constraints, as we
demonstrated, institutional frameworks also provide elements that
actors can creatively use to build responses to new challenges. In the
case of large firm adjustment in France, the initial road, inspired by the
institutions that were associated with German economic success, was
impossible because many of the underlying arrangements found in
Germany were simply not present in France. But, instead of being
trapped in this situation, firms then began to actively construct a
new institutional framework, with elements of existing old and new
policies and institutions that met their needs. Similarly, instead of
being caught in the maelstrom of shareholder value, which supposedly
pits managers and owners against workers, the codetermination
system in Germany became a crucial institutional vehicle for managing
external pressures.

This suggests that institutions embody multiple potential scripts.
Historical institutionalism seems to (and, in all fairness, often does)
give convincing ex post explanations for why one of these scripts pre-
vailed. However, it is frequently unclear if two conditions held: were
there real alternatives that were actively debated, and did the ulti-
mate choice follow from the rational calculus of actors? Explaining
why some options were not chosen is therefore equally important as
why some were chosen; the burden of proof is—especially in the case
of historical continuity—as much on ‘why not?’ as on ‘why’.
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This is not a call for establishing counterfactual histories, or for
disappearing down a methodological black hole in trying to answer
the usually overdetermined question of why something did not
happen (Emigh 1997). What we suggest is that explaining institu-
tional continuity—perhaps especially continuity—resulting from path
dependency requires more careful research designs, often of a com-
parative nature, to demonstrate how choices were made, and that
these choices reflected the rational calculus mechanisms at the basis of
path-dependency arguments.

But the path-dependency arguments have made a few important
methodological and theoretical contributions, to which we should
remain attentive. The chances for success of institutional change
or reform are not distributed symmetrically. It is, for example,
much easier to actively deregulate a labour market (as Thatcher
and Reagan demonstrated in the 1980s), than to build a new, non-
market based, institutional framework (as the French discovered—see
Culpepper 2002). Similarly, some piecemeal reforms of elements in
institutional frameworks might be simply impossible because they
are inconsistent with other elements in the framework. Even in its
weakest version, institutional complementarities impose a degree of
institutional congruence that cannot simply be ignored.5

As a result, some adjustment paths may be impossible—the French
political economy, for example, may have had many options open, but
the German road that policy-makers aspired to was definitely not one
of them (Culpepper 2001; Hancké 2002; Levy 1999). However, identify-
ing what is impossible says little about what is possible. This is where
the limits of the historical–institutionalist approach, as exemplified
in the path-dependency argument, become apparent.

REFERENCES

Amable, Bruno (2000). ‘Institutional Complementarity and Diversity of
Social Systems of Innovation and Production’. Review of International
Political Economy 7(4): 645–87.

Aoki, Masahiko (2001). Toward a Comparative Institutional Analysis.
Cambridge, MA: MIT Press.

5 Amable (2000) suggests to think in terms of ‘hierarchies’ of institutions: some institutions
within a framework set parameters for the development and operation of other institutions.



Morg: “chap03” — 2004/9/10 — 10:57 — page 73 — #21

Degrees of Freedom 73

Arthur, Brian (1994). Increasing Returns and Path Dependence in the Economy.
Ann Arbor: University of Michigan Press.

Bebchuk, Lucian and Roe, Mark (1999). ‘A Theory of Path Depend-
ence in Corporate Ownership and Governance’. Stanford Law Review
52: 127–70.

Berger, Suzanne (1981). ‘Introduction’. In: S. Berger (ed.), Organizing Interests
in Western Europe. Cambridge: Cambridge University Press.

Boyer, Robert (1997). ‘French Statism at the Crossroads’. In: C. Crouch and
W. Streeck (eds.), Political Economy of Modern Capitalism. London: Francis
Pinter.

Casper, Steve (1997). ‘Automobile Supplier Network Organisation in East
Germany: A Challenge to the German Model of Industrial Organisation’.
Industry and Innovation 4(1): 97–113.

Coffee, John (1999). ‘The Future as History: The Prospects for Global Con-
vergence in Corporate Governance and Its Implications’. Northwestern
University Law Review 93: 641–707.

Crouch, Colin, and Farrell, Henri (2002). ‘Breaking the Path of Institutional
Development: Alternatives to the New Determinism in Political Economy’.
Cologne: MPIfG Working paper.

Crozier, Michel (1964). Le phénomène bureaucratique. Paris: Le Seuil.
Culpepper, Pepper (2001). ‘Employers’ Associations, Public Policy, and The

Politics of Decentralized Cooperation’. In: P. A. Hall and D. Soskice (eds.),
Varieties of Capitalism: The Foundation of Comparative Institutional Advantage.
Oxford: Oxford University Press.

Culpepper, Pepper D. (2003). Creating Cooperation: How States Develop Human
Capital in Europe. Ithaca: NY: Cornell University Press.

Deeg, Richard (1999). Finance Capitalism Unveiled: Banks and the German
Political Economy. Ann Arbor: University of Michigan Press.

Djelic, Marie-Laure (1998). Exporting the American Model: The Postwar Trans-
formation of European Business. Oxford, New York: Oxford University
Press.

Emigh, Rebecca Jean (1997). ‘The Power of Negative Thinking: The Use of
Negative Case Methodology in the Development of Sociological Theory’.
Theory and Society 26: 649–84.

Finegold, David and Soskice, David W. (1988). ‘The Failure of Training in
Britain: Analysis and Prescription’. Oxford Review of Economic Policy 4(3):
21–53.

Gilson, Ronald and Roe, Mark (1999). ‘Lifetime Employment: Labor Peace
and the Evolution of Japanese Corporate Governance’.Columbia LawReview
99: 508–40.

Gould, Stephen Jay (1980). The Panda’s Thumb. London; New York:
Penguin.

Goyer, Michel (2003). ‘Corporate Governance, Employees, and the Focus on
Core Competencies in France and Germany’. In: Curtis Milhaupt (ed.),



Morg: “chap03” — 2004/9/10 — 10:57 — page 74 — #22

74 Bob Hancké and Michel Goyer

Global Markets, Domestic Institutions: Corporate Law and Governance in a
New Era of Cross-Border Deals. New York: Columbia University Press.

Hall, Peter A. (1986). Governing the Economy. The Politics of State Intervention
in Britain and France. Oxford: Oxford University Press.

—— (1997). ‘Politics and Markets in the Industrialized Nations: Interests,
Institutions and Ideas in Comparative Political Economy’. In: Mark Irving,
Lichbach, and Alan Zuckerman (eds.), Comparative Politics, Rationality,
Culture and Structure. New York: Cambridge University Press.

—— and Soskice, David (2001). ‘Varieties of Capitalism: The Institutional
Foundations of Comparative Advantage’. In: P. A. Hall and D. Soskice
(eds.), Varieties of Capitalism: The Institutional Foundations of Competitiveness.
Oxford: Oxford University Press.

—— and Taylor, Rosemary C. R. (1996). ‘Political Science and the Three
New Institutionalisms’. Political Studies 44: 952–73.

Hancké, Bob (2002). Large Firms and Institutional Change: Industrial
Renewal and Economic Restructuring in France. Oxford: Oxford University
Press.

Hassel, Anke (1999). ‘The Erosion of the German System of Industrial
Relations’. British Journal of Industrial Relations 37(3): 483–506.

Herrigel, Gary (1996). Industrial Constructions. The Sources of German Industrial
Power. Cambridge, NY: Cambridge University Press.

Hoepner, Martin (2001). ‘Corporate Governance in Transition: Ten Empir-
ical Findings on Shareholder Value and Industrial Relations in Germany’.
Discussion paper #01/5, Max Planck Institute, Cologne.

Howell, Chris (1992). Regulating Labour. The State and Industrial Relations in
France. Princeton: Princeton University Press.

Jacoby, Wade (2000). Imitation and Politics: Redesigning Modern Germany.
Ithaca, NY: Cornell University Press.

Krasner, Stephen D. (1984). ‘Approaches to the State. Alternative Conceptions
and Historical Dynamics’. Comparative Politics 16(2): 223–46.

Lane, Christel (1995). Industry and Society in Europe: Stability and Change in
Britain, Germany, and France. Aldershot: Edward Elgar.

Leibowitz, Stan and Stephen Margolis (1995). ‘Path Dependence, Lock-In,
and History’. Journal of Law, Economics, and Organization 11: 205–26.

Levy, Jonah (1999). Toqueville’s Revenge. Dilemmas of Institutional Reform in
Post-Dirigiste France. Cambridge, MA: Harvard University Press.

Locke, Richard M. and Thelen, Kathleen (1995). ‘Apples and Oranges Revis-
ited: Contextualized Comparison and the Study of Comparative Labor
Politics’. Politics and Society 23(3): 337–68.

March, J. G. and Olsen, J. P. (1984). ‘The New Institutionalism: Organiz-
ational Factors in Political Life’. American Political Science Review 78(3):
734–49.

Markovits, Andrei S. (1986). The Politics of theWest GermanUnions. Ithaca, NY:
Cornell University Press.



Morg: “chap03” — 2004/9/10 — 10:57 — page 75 — #23

Degrees of Freedom 75

Maurice, Marc, François Sellier, and Sylvestre, Jean-Jacques (1986). The Social
Foundations of Industrial Power. Cambridge, MA: MIT Press.

Müller-Jentsch, Walter (1995). ‘Germany: From Collective Voice to
Co-Management’. Joel Rogers and Wolfgang Streeck (eds.),Works Councils:
Consultation, Representation and Cooperation in Industrial Relations. Chicago:
University of Chicago Press.

North, Douglas C. (1990). Institutions, Institutional Change and Economic
Performance. Cambridge: Cambridge University Press.

O’Sullivan, Mary (2000). Contests for Corporate Control: Corporate Governance
and Economic Performance in the United States. New York: Oxford University
Press.

OECD (1991). ‘Trends in Trade Union Membership’. OECD Employment
Outlook 1991. Paris: OECD.

Pierson, Paul (1994). Dismantling the Welfare State? Cambridge: Cambridge
University Press.

—— (2000). ‘Increasing Returns, Path Dependence and the Study of Politics’.
American Political Science Review 94(2): 251–68.

Piore, Michael J. and Sabel, Charles F. (1984). The Second Industrial Divide:
Possibilities for Prosperity. New York: Basic Books.

‡ Powell, Walter W. and DiMaggio, Paul J. (eds.) (1991). TheNew Institutionalism
in Organizational Analysis. Chicago.

Rappaport, Alfred and Sirower, Mark (1999). ‘Stock or Cash? The Trade-Offs
forBuyers andSellers inMergers andAcquisitions’.HarvardBusinessReview
77(6): 147–58.

Regini, Marino (2000). ‘Between Deregulation and Social Pacts: The
Responses of European Economies to Globalization’. Politics & Society
28: 5–33.

Rubinstein, SaulA. and Kochan, ThomasA. (eds.) (2001). Learning fromSaturn:
Possibilities for Corporate Governance and Employee Relations. Ithaca, NY: ILR
Press.

Regini, Marino (1984). ‘The Conditions for Political Exchange: How
Concertation Emerged and Collapsed in Italy and Great Britain’. In: John
H. Goldthorpe (ed.), Order and Conflict in Contemporary Capitalism. Stud-
ies in the Political Economy of Western European Nations. New York: Oxford
University Press, pp. 124–42.

Sabel, Charles F. (1982). Work and Politics. Cambridge: Cambridge University
Press.

—— (1995). Intelligible Differences: On Deliberate Strategy and the Exploration of
Possibility in Economic Life. Columbia: Law School.

—— and Zeitlin, Jonathan (1997). ‘Stories, Strategies, Structures: Rethink-
ing Historical Alternatives to Mass Production’. In: C. F. Sabel and
J. Zeitlin (eds.), World of Possibilities: Flexibility and Mass Produc-
tion in Western Industrialization. Cambridge: Cambridge University
Press.



Morg: “chap03” — 2004/9/10 — 10:57 — page 76 — #24

76 Bob Hancké and Michel Goyer

Shleifer, Andrei and Summers, Lawrence (1988). ‘Breach of Trust in Hostile
Takeovers’. In: Alan Auerbach (ed.), Corporate Takeovers: Causes and
Consequences. Chicago: University of Chicago Press.

Steinmo, Sven, Thelen, Kathleen, and Longstreth, Frank (eds.) (1992). Struc-
turingPolitics: Historical Institutionalism inComparativeAnalysis.Cambridge:
Cambridge University Press.

Streeck, Wolfgang (1984). ‘Neo-Corporatist Industrial Relations and the Eco-
nomic Crisis in West Germany. In Order and Conflict in Contemporary
Capitalism’. In: J. H. Goldthorpe (ed.), Studies in the Political Economy of
Western European Nations. New York: Oxford University Press.

—— (1989). ‘Successful Adjustment to Turbulent Markets’. In: P. Katzenstein
(ed.), Toward the Third Republic. Industry and Politics inWest Germany. Ithaca,
NY: Cornell University Press.

—— (1991). ‘On the Institutional Conditions of Diversified Quality Produc-
tion’. In: E. Matzner and W. Streeck (eds.), Beyond Keynesianism. The
Socio-Economics of Full Employment. Brookfield, VT: Elgar.

—— (1996). ‘Lean Production in the German Automobile Industry? A Test
Case for Convergence Theory’. In: S. Berger and R. Dore (eds.),
National Diversity and Global Capitalism. Ithaca, NY: Cornell University
Press.

—— (2001). ‘The Transformation of Corporate Organization in Europe: An
Overview’. Paper presented to the first conference of the Saint-Gobain
Foundation.

Swidler, Ann (1986). ‘Culture in Action: Symbols and Strategies’. American
Sociological Review 51(2): 273–86.

Thelen, Kathleen (1991). Unions of Parts: Labor Politics in Postwar Germany.
Ithaca, NY: Cornell University Press.

—— (1993). ‘West European Labor in Transition: Sweden and Germany
Compared’. World Politics 46: 23–49.

—— (1999). ‘Historical Institutionalism in Comparative Politics’. Annual
Review of Political Science 2: 369–404.

—— (2000). ‘Why German Employers Cannot Bring Themselves to Dismantle
the German Model’. In: T. Iversen, J. Pontusson, and D. Soskice (eds.),
Unions, Employers and Central Banks. Macroeconomic Coordination and Institu-
tional Change in Social Market Economies. Cambridge: Cambridge University
Press.

Turner, Lowell (1991). Democracy at Work. Changing World Markets and the
Future of Labor Unions. Ithaca, NY: Cornell University Press.

Whitley, Richard (1999). Divergent Capitalisms: The Social Structuring and
Change of Business Systems. Oxford: Oxford University Press.

Williamson, Oliver E. (1988). The Economic Institutions of Capitalism: Firms,
Markets, Relational Contracting. New York: Free Press.

Wood, Stewart (1997). ‘Weakening Codetermination? Works Councils Reform
in West Germany in 1980s’. Berlin: WZB Discussion paper 97-302.



Morg: “chap03” — 2004/9/10 — 10:57 — page 77 — #25

Degrees of Freedom 77

Wrong, Dennis (1961). ‘The Oversocialized Conception of Man in Modern
Society’. American Sociological Review 26: 183–93.

Ziegler, J. Nicholas (1997). Governing Ideas. Strategies for Innovation in France
and Germany. Ithaca, NY: Cornell University Press.

Zysman, John (1977). Political Strategies for Industrial Order. State, Market and
Industry in France. Berkeley, CA: University of California Press.

—— (1983). Governments, Markets and Growth. Ithaca, NY: Cornell University
Press.

—— (1994). ‘How Institutions Create Historically Rooted Trajectories of
Growth’. Industrial and Corporate Change 3(2): 243–83.


