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Abstract:

Recent institutionalist scholarship has theorized liberalization or “disorganization” of
capitalism as the result of shifts in economic etdogic of action” towards opportunism.
Little attention has been given to the reverse ipoig that shifts in economic actors’ “logic
of action” away from opportunism might contribute tembedding” or “organizing”

capitalism. This paper builds on recent scholardiptheorize this scenario and then



demonstrate its empirical validity with an histaliinstitutionalist study of the emergence of
such a “non-liberal” institution in Switzerland 1961. The theoretical framework links three
“logics of action” — opportunism, enlightened sigiferest and strong solidarity — to Hépner’s
typology of capitalist institutions — organized,octdinated, and liberal. It theorizes the
interactions between these logics and the sociahar@ésm — goal signaling — that can explain
a shift from one logic of action to another, potaht leading to change from one type of

institution to another.
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1. Introduction

In the current climate it is difficult to imagineamagers or bankers to put collective
interests before the maximization of profit-makiwghout external pressure to do so. Both
critics and advocates of capitalism tend to aghes, teither in actual fact or as an ideal,
depending on the point of view, the ‘business ofihess is business’; to use Friedman’s
formula. In other words, economic actors (individaa collective) are solely motivated by
the profit motive. For critical authors, this igegrettable but inevitable truth of capitalism
(Korpi 2006, Streeck 2009a); for advocates of edigin it is a constantly threatened but
crucial element of any market economy (Friedman0)l9T this paper, we explore the
seemingly unlikely possibility that economic actongy voluntarily embrace self-restraint.
Arguably, the current literature in political ecomyp largely neglects such a possibility. The
literature rather suggests that capitalism almadtnally tends towards liberalization and
moves towards “non-liberal” institutions would gealéy result from top-down processes
(e.g. Streeck 2009a, 2001; Thelen 2012; Hopner)20Tke presence of an external force is
generally seen as a necessary condition for caiposato act in their long-term self-interest
or to act in the collective interest. In that senseonomic actors as “rule-takers” would
generally be compelled to comply with external puee from the state or unions. However,
neo-institutionalist scholarship in political ecomp has also increasingly acknowledged that
such “rule-takers” often play a central role intitigional change. Empirical support for this
insight comes from cases of liberalization of foripeconstrained or “embedded” market
economies (e.g. Hall and Thelen 2009; Mahoney dredeh 2010; Streeck and Thelen 2005).
The increased focus on economic actors’ behavidrgmninstitutional constraints has led to
the realization that formal regulatory and legahmde only leads to actual change if actors’
behaviors change too (Culpepper 2005). This hatdeal recent realization that change in
modern capitalism takes place whene-takers logic of action shifts. Thus, Streeck and
Thelen write: “[flundamental change [...] ensues whemultitude of actors switch from one

logic of action to another” (2005: 18). To be mapecific, the “disorganization” or



liberalization of capitalism can be understood apracess by which a utilitarian logic
becomes the dominant logic for rule-takers. Asesth of change this approach remains in its
infancy, and it is unclear how change as a collecshift in logics of action might unfold or
what causes shifts in logics of action. Moreovhis insight has been applied only to liberal
change so far. Nonetheless, it is a promising ambrmot just to conceptualize liberalization,
but also for understanding non-liberal changehispaper will show.

Our goal in this article is to explore the posdpi- opened but not further explored by
this recent scholarship — that rule-takers couldcémetral players not just in processes of
liberalization but also in institutional change rmayin the opposite direction, i.e. towards the
“organization” of capitalism through institutionsstering collective interests (Hopner 2007).
In other words, we intend to propose a frameworldfgmamic, rule-takers-driven shifts from
liberal to non-liberal political economy institutis.

The framework presented in this paper combines &emnents. Firstly, we link the
liberal-, the coordinated-, and the organized tygfesapitalism — categories that we take from
Hopner (2007) — with particular logics of actiorhieh we term “opportunism”, “enlightened
self-interest” and “strong solidarity” respectivel$econdly, we theoretically elaborate a
mechanism that allows us to explain the shift frmme of these logics to another. Finally, we
discuss at length an empirical example from the sSwifinancial industry: the
institutionalization of protection against foreighare ownership in Swiss firms in 1961. This
case constitutes an example of the emergence iosatution that forces economic actors to
refrained from maximizing their profits in the namgcollective non-material interests. We
argue that neither the state nor trade unions weeal threat for powerful and well-organized
business interests. Trade unions are weak in Steitek and the state was very slow to act
and open to the lobbying and intervention by bussnaterests. Rather, the emergence of that
institution was a bottom-up process, where the rakrdctors have been bankers and
industrialists, i.e. rule takers.

We use this example as a “critical case” (Gerriog7) to demonstrate shortcomings in

current explanations of “organization” in markebeomies, and as a test case for our own



theoretical framework. The paper thus contribuesotir understanding of processes of
bottom-up institutional change by complementingenir actor-centered institutional theories

(Mayntz and Scharpf 1995) and the political econditayature.

2. State of the art: the growing importance of agesy in neo-institutionalist political
economy

Several recent contributions in comparative pditiceconomy and historical
institutionalism have emphasized the need for seb#teoretical understanding of agency in
processes of change. This has particularly beencéise of the literature on preference
formation (cf. Katznelson & Weingast 2005peter Hall (2005 and 2010) has underlined the
necessity for historical institutionalists to expl#éhe actions of political actors with reference
to the multiple dimensions characterizing the da@hations in which actors are embedded.
Wolfgang Streeck has also increasingly focusechemticro-level processes that are at play
in the transformations of capitalism (and more #madly in liberalization). Streeck has
emphasized how a better specification of the w@tatip between actors and institutions
would “fill the empty space caused by over-geneeali concepts of action, like rational
choice, or by neglect of the need for a micro-fatmah of macro-sociological theorizing” in
the political economy literature (Streeck 2009b}. 30

One promising way to further our understanding ricpsses of preference formation is
through the concept of “logics of action.” A “logaf action” can be defined as the set of
goals or motivations that influence the way in whiactors organize their preferences. It
captures hence a more general and fundamentalfsptedispositions than preferences.
“Logic of action” has been a rather divisive cortcepinstitutionalist political science (e.qg.
Goldmann 2005), after March and Olsen (1989) uséd distinguish between a “logic of
consequences” and a “logic of appropriateness.’) Yefn also be integrative and associate
various dimensions of human rationality within agéée approach.

In the political economy literature, apart from soearly discussions of this topic (e.qg.

Dore 1983 on “dispositions to action”), Zysman (4p%as one of the first to elaborate on



this notion of “logic of action”. He suggested tlaatypical “logic of action” is linked to any
given model of capitalism. Deeg (2005) has adoptedore complex view by considering
how several “logics of action” might coexist andwaete within a given political economy
(also Crouch and Keune 2005; Lounsbury 2007). Hop2@07) has developed further the
link between actors’ logics of action and instibumial contexts, by focusing on the status of
business corporations in society, i.e. the extenwliich a given institution expects private
businesses to act purely in their narrow self-egeror rather expects them to take into

account collective goals and interests beyond fpsefeking. He writes:

Historical and regional forms of capitalism candigtinguished with respect to the status of
firms in society. The distinctive feature is theéest to which economic matters inside firms,
beyond firm-level rationality, are in the servickoollective interests beyond the firm level.

At the one end of the spectrum, firms are the peilmusiness of their owners and insiders. At
the other, they are quasi-public infrastructured, dherefore, constrained in their economic

decisions by institutionally sanctioned collectimterests. (Hépner 2007: 6-7)

Hopner's perspective allows us to distinguish betweariants of non-liberal capitalisms
depending on whether the firm's sole goal is pyofitking, or whether profit-making is
subservient to non-utilitarian goals defined bycallective interest”. Theorizing the relation
between political economy institutions and indivafitlogics” or “rationalities” is particularly
important, because scholars increasingly considsititional change to result from shifts in
the rationality and behavior of collectives. Mosplkcitly, Deeg (2005) and Streeck and
Thelen (2005) developed the idea that institutiactednge corresponds with a shift in the
logic of action experienced by multiple actors eclively. Streeck has explored this idea
further, focusing on the importance of a shift todga “a typically opportunistic, non-
traditionalist, individualistic, rational-egoisticand utility-maximizing actor disposition”
(2009b: 27) and the subversion of non-utilitariavalg in liberalization processes, and the

corresponding departure from institutions that isgoollective interests on economic actors.



In Streeck’s (2009a) view, capitalism has an inhergeendency to encourage actors’
opportunistic behavior, but he also acknowledgesgbssibility (without much optimism,
however) of a “ reconstruction of normatively itistionalized limits on the egoistic-rational
pursuit of interests” (Streeck 2009b: 27). Therditare has explained the existence and
persistence of institutions constraining profit-imgkbehavior as the result of a strong and
active state (Streeck 2001; Manow 2001; Martin dihelen 2007). Alternatively, strong
counter-powers to corporate actors in the formtafig unions may impose collective goals
on firms and employers (the so-called “power reseuwsipproach”; e.g. Kinderman 2005;
Korpi 2006, 1983; Martin & Swank 2012; Thelen 201®) other words, an external force is
needed to ensure that collective interests “beyiinma-level rationality” — i.e. the profit
motive — are protected in a capitalist economy (h&5p2007; also Hall and Soskice 2001;
Thelen 2012).

The possibility that firms might pursue collectivgerests voluntarily has generally been
neglected in this literature. Arguably, this is &ese it runs against the deeply ingrained
belief that in a capitalist system economic actmes motivated by purely selfish, material
goals. Such assumptions may allow for some dedreeardination between capitalists for
the sake of their long-term interests. Howevery tthe not allow for institutions that sacrifice
self-interests to emerge spontaneously, becausevthdd assume altruistic behavior, which
the model does not allow for. In the works of saVescholars (e.g. Dore 1983; Lounsbury
2007; Mizruchi 2013; Vogel 1978) there is some ewck that the latter — voluntary self-
restraint without regard for long-term self-integes does exist in certain circumstances. The
guestion becomes hence, under what circumstancbsrsn-gain-oriented logics might be

activated and then become institutionalized.

In sum, one finds in the recent literature in pcdik economy an increasing awareness
that the institutional context affects actors’ ltadispositions to act(what we call “logics of
action”) and that such logics of action may be apdrtant element in understanding

institutional change. Yet, to date there are okltches of a theory that explains these links



between institutions and actors as well as howveimeh actors might shift from one logic of

action to another. Similarly, relatively little hlsen written on the causal link between shifts
in rationalities or logics of action on the one thaand liberal and non-liberal change in
political economy on the other hand. In the follogiitwo sections, we propose a theoretical

framework that addresses these shortcomings.

3. Linking institutions and logics of actions in tvwo steps
3.1. Step 1: types of capitalist institutions andolgics of action

To understand change in economic actors’ logicabfoa and how this might change
political economy institutions, we propose at firstfurther specify Hopner's three types of
capitalist institutions (“liberal”, “coordinatedgnd “organized”) and their respective link with
different logics of action. Like HOpner, we focus firms as central actors.

In accordance with the insights of Cyert and Mgit963) we see the rationality of firms
as inherently characterized by multiple goals “competing” foethame limited resource:
attention. For the sake of simplicity we reducesthgoals to two categories. Following
Lindenberg’s goal framing theory (Lindenberg 198392), we consider that most goals are
either “gain” goals or “normative” goals. Gain gopatorrespond with the preservation or
increase of one’s resources. As such, they catnked to utilitarianism and the pursuit of
self-interest. Gain goals focus the actor’'s attenton relative prices, and make them a
determining criterion for choosing among courseadation. By contrast, normative goals can
be summarized as striving to “do the right thing.”

Normative goals focus the actor’s attention on rblative appropriateness of options.
They are the motivational embodiment of Durkheinrder of obligation (Streeck 2011), and
often favor collective interests. “Solidarity” isn@ther term for normative goals that is
commonly used in the context of political econorBince firms, like individuals, cannot be
attentive to multiple goals at the same time (Cwed March 1963), attention is distributed

between goals: some get most of the attention ydhe salient — while others remain in the



background, where they may attenuate the influesfc¢he salient goal on preferences
(Etienne 2011).

In our definition, logics of action are the varioosmbinations of gain and normative
goals. An “opportunistic, non-traditionalist, indiualistic, rational-egoistic, and utility
maximizing actor disposition” (Streeck 2009b: 2@jresponds obviously with a case where
gain goals dominate and normative goals are wedks Tombination we may call
“opportunism”, or “self-interest with guile” to qtm Williamson (1985), since it leaves very
little space for others and for non-consequentiatisnsiderations, and encourages the
exploitation of any advantage in economic relatiohkis is the logic of action that is
assumed and cultivated by “liberal” institutichs.

However, in some circumstances, firms might alseroeme myopic self-interest to
voluntarily coordinate with other firms and stakkless in order to achieve long-term
economic success. This corresponds to a logic ofigltened self-interest” (Williamson
1985), in which gain goals are still predominantt they are checked by relatively strong
normative background goals (e.g. loyalty, trusthiok impose a longer-term view on the
pursuit of profit and some consideration for therah@ppropriateness of alternative courses
of action. Enlightened self-interest is similar ttee logic of “weak solidarity”, which, as
Lindenberg has argued, undergirds cooperative bssirelationships (Lindenberg 1988; cf.
Uzzi 1997). This is the logic assumed and culédaby what Hopner and the Varieties of
Capitalism literature (Hall and Soskice 2001) cabordinated” institutions. In Hopner's
(2007) terminology, such institutions are also drf\Williamsonian institutions”, following
Olivier Williamson’s transaction costs approachlliinsonian institutions are arrangements
that serve to reduce transaction costs and seevdotig-term self-interests of the actors
involved. They are hence close to the rational @haistitutionalist definition of institutions
as collective “problem-solving devices”

The third logic of action is defined by the preaeck of collective interests over
individual profits. In this configuration, it is nmative goals that dominate, with gain goals

taking a secondary place. We may call this logtcotsg solidarity” (Lindenberg 1992) as it



entails the potential sacrifice of self-interest the sake not just of long-term material
interests, as in the logic of “enlightened seleest”, but even of non-utilitarian go&lFhis
is because actors whose logic of action is domihbjenormative goals are hence relatively
inattentive to cost-benefit considerations. “Oligad” institutions, in Hépner's terminology,
correspond to such a logic of action. Hopner afseaks of “Durkheimian institutions” that
“force the individual to act in view of ends whicre not strictly his own, to make
concessions, to consent to compromises, to takeaictount interests higher than his own”;
(Durkheim quoted in Hopner 2007: 10). In other veprithey do not rely on or encourage self-
interest. It is important to distinguish such “ihgions of organization” from the previous
notion of “institutions of coordination”. It shoulde noted that the VoC literature usually
does not distinguish these two aspects, which églahy “coordination” and “organization”
are used interchangeably. Following Hopner (20@i@),consider that there is an important
analytical difference between the two. Therefdne,ttvo terms should not be confounded.

Different types of institutions assume and encoaiiageconomic actors different types of
behaviors that are in turn related to differengids of action. However, it should be noted
that the relation between these assumptions andlamthaviors under the institution are not
completely determined. There are many reasons tdnyogic assumed by an institution and
actors’ actual behaviors may diverge. A complexitumsonal landscape might foster different
logics from one social activity to another, or eeitcourage more than a single logic within a
given social activity. Also, institutions are ndietonly contextual element that influences
logics of action. Sources of influence other thastitutions may lead actors to follow logics
of action that are in contradiction with the logiat the institution assumes and encourages.
Eventually, an institution and the logic of actiohactors under that institution may become
“decoupled” (Meyer and Rowan 1977), as is the daséweak institutions” that may persist
despite their evident mismatch with actual behavibevitsky and Murillo 2009).

Possible mismatches notwithstanding, there is denable evidence that institutions
influence actors’ preferences and their logic dfcec(e.g. Bowles 1998). Conversely, actors

themselves often contribute to shaping their instinal environment in ways that fit their
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own goals (Jackson 2010). Hence, there is a conipteraction process between both levels
that could lead to alignment between institutiomsl actors’ logics of action. Table 1
illustrates this ideal typical, but not necessaiggordance between logics of action and type
of capitalist institution. A purely opportunisticodic corresponds with purely liberal
institutions that do not try to bend actors’ sdifisehaviors. “Institutions of coordination”
presuppose and encourage enlightened self-intemegting cooperation possible in the
actors’ long-term interest. Institutions of orgatian presuppose and encourage strong
solidarity among actors, i.e. a logic that makegifiees in the name of the collective good
possible.

[insert table 1 about here]

The value added of our conceptualization is thatdbormulating logics of action as the
relative weight of gain and normative goals, atsimiflogics of action can be studied as a
change in the relative strength of gain and noweatonsiderations. For example, if actors in
an enlightened self-interest logic were to gived@asing importance to gain relative to norms,
their logic could shift eventually towards oppoism. The challenge for a theory of
institutional change is obviously to account foratviay trigger such a change in the goals of

corporate actors. This is the object of the nestise.

3.2 Step 2: the social mechanism behind shifts indics of action: goal signaling

The literature suggests that there are many caarsgpaths through which an actor’s
goals might change. Different contributions pomthe influence of various types of signals.
In political science, Licari and Meier (2000) haaggued that policy tools such as taxes had
not only the effect of altering relative priceseafing thus cost-benefit calculations, but they
also had an additional, “signaling” effect that lcbalter goals as well. For example, the so-
called “sin taxes” on alcohol or tobacco commurgcatnormative dimension (“it is bad to
smoke and drink”). In political economy, Culpepg@005) has argued that the changing

behavior of significant others provided a powediginal that could induce a profound shift in
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the behaviors of a group of actors, for examplditeathat group to abandon commitment to
an interest-constraining institution and ratherawehopportunistically. In economics, Frey
(1997) has argued that introducing monetary ingestor disincentives to regulate behaviors
would crowd out “intrinsic motivation”, a notion owed from psychology that includes
what has been called earlier “normative goals”’dd@®wles 2008; Gneezy and Rutschini
2000). Experimental psychology has provided pddity strong evidence that external
signals may shift the logics of action of those whceive these signals simply as a result of
grabbing their attention and thus affecting motavia cognition (a “goal pull effect”; Shah
and Kruglanski 2002). For instance, in a strikingpexriment, Liberman, Samuels and Ross
(2004) have showed that depending on the way alsdi@mma game was labeled, the logic
of action of participants changed dramatically.li@glthe game “Wall Street game” led to
only 31% of cooperative behaviors, while calling“dommunity game” led to 66% of
cooperative behaviors. The name of the game infle@rthe relative force of gain and
normative goals, making it either more or less ljikéhat players would follow an
opportunistic logic when interacting with others.

Building on this vast, multidisciplinary literatyrgve propose to name “goal signaling”
the social mechanism (Hedstrom and Swedberg 199&rely a range of environmental
factors have such “goal pull effects” on actorsg dhus may alter those actors’ logic of
action. From the perspective of a rule-taker, ase8k argues (2009a), the logic assumed and
encouraged by institutions is to an important exgsmerated by the goal signals sent by
other actors complying with them and by those aifigrcompliance. Strategic behaviors and
discourses that challenge institutions may alstu@nice the logic of action of listeners or
watchers, particularly if they are produced by “ortant others” (large firms, famous CEOs,
prominent politicians, other individuals in posii®of authority, etc.) (cf. for the role of ideas
and discourses Schmidt 2010).

In the short run, signals do not socialize, buittedy on socialization to work. Indeed,
for goal signals to be effective, certain dispositmust be present already even if only latent,

which signals may then activate. Therefore, tteeass of goal signals is rooted in processes
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of socialization through which actors may have rimddized either normative or gain
dispositions (Bowles 1998). Socializing organizasicsuch as the family, the school, the
army, or the church may contribute to nurturingmative dispositions among the population.
These dispositions may then be activated in oml@mpose constraints on economic actors’
self-interested behavior. However, the traditiciaahily, the conscription army, and religion
have lost significant ground, notably in Westerrrdpe and Northern America. By contrast,
various organizations and institutions have indregg cultivated utilitarian dispositions:
firms through their training systems and incenstrictures for their staff (e.g. Boltanski and
Chiapello 2004; Ericson and Doyle 2006), academththe media (e.g. Miller and O’Leary
1987), the advertisement industry, or the law (&@dalley 2000). All have contributed to
increasingly “shape” people as calculative oppastgn(e.g. Ericson and Doyle 2006; more
generally Bowles 1998). In this context, new gagnals may increasingly easily activate
established dispositions of utilitarianism and etjoiself-interestedness and thus expand the
domain in which a logic of enlightened self-intéres opportunism would dominate social
activities.

Goal signaling might appear as a catch-all mechanisince it embodies a single
dimension — the capacity to trigger a “goal pufeef’ — that is potentially present in many
heterogeneous phenomena: behaviors, events, dissouret it leaves also considerable
space to the complexity of the real world: in lwéh recent historical institutionalism, it
transforms the assessment of what determines lagicction and their evolution to an
empirical enquiry into the multiple goal signalatheconomic actors may be subject to “in

space and time” (Hall 2010), that is, in particudacision situations.

In sum, we propose to read the environment of catpoactors in terms of the goal
signals that this environment sends. Goal sigmdilsence actors’ logic of action by affecting
the relative strength of gain and normative goAks.such, changes in goal signaling may
trigger a shift in logics of action, either towardsre opportunism or towards more solidarity.

That may then lead to institutional change, eithewards liberalization or towards

13



organization. The typology presented in sectiom@ e mechanism presented in section 4

are thus the building blocks of our dynamic framekwo

4. The institutionalization of protection against breign share ownership in Switzerland
Above, we developed a theoretical framework that aecount for a rule-taker driven
("bottom up”) change in political economy institris towards greater “organization”; not
justawayfrom it (liberalization). Many political economyglsolars may find such a scenario
highly unlikely. Indeed, constraints on self-intgexl behavior are generally considered to
occur only when they are imposed by an externatefdH6pner 2007, Korpi 2006). By
contrast, voluntary self-restraint is possible oifilin the actors’ self-interest (e.g. Martin &
Swank 2012). In the following sections we preseatitéecal empirical case, which shows that
in certain specific circumstances the theoretidaift sfrom liberal institutions towards
institutions of organization without direct extermaessure can indeed be observed in real
life. The case we present refers to the institaii@ation of protections against foreign equity

ownership in Swiss firms in 1961.

4.1. Methods

The empirical part of this paper is based on alsicgse study of the Swiss banking
sector. We apply a historical institutionalist aggeeh and use an analytical narrative of our
case on the basis of abundant archival data. O @ancern is identifying the “logics of
action” of economic actors at different pointsime.

The Swiss banking industry can be considered asriical” or “crucial case” for the
phenomenon that we want to explain, i.e. the exé®eof avoluntary institution of
organization A crucial case is “one that on all dimensionsegt¢he dimension of theoretical
interest, is predicted not to achieve a certaic@ue and yet does so” (Gerring 2007: 232).
The outcome of interest is the presence of anitutgin of organization”, which we argue

exists in the case at hand. The theoretical dimessaccording to which we would predict
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such institution to be impossible in the presesecare the relatively weak, decentralized and
non-interventionist state in Switzerland and theakvand fragmented labor movement. As
mentioned above, these are the two most-often vdeddbles that explain why institutions of
self-constraint can be imposed on employers. Theedsion of theoretical interest to our
argument is the prevalence of a “strong solidardibgic of action among the actors involved,
which makes organization possible in spite of theeace of an external force. As we will
show below, there is indeed evidence that suchg& lof action has been successfully
fostered in the Swiss banking industry after 1981erefore, as one would expect of a critical
case design, the current case would lead us tacptbe outcome of interest only based on
the dimension we are interested in (strong soligdrehavior), while according to the other
dimensions (strong external forces) it constitudeYeast likely case” for the outcome of
interest.

Furthermore, our research design allows us to aserexplanatory leverage by focusing
on a period of time that reaches from before tleptadn of a new institution to the time after
the adoption of this institution. This allows usdompare actors’ behaviors and discourses
before and after and to assess whether there wascaptible change. While in our case the
institutional change is not the explanatory but dependent variable, this research design
makes it possible for us to show that the logicaatfon that prevailed before and after were
indeed different (cf. Lieberman 2001).

Like any motivational variable, “logics of actioate notoriously difficult to measure. To
tackle this challenge, we make full use of statasarade by economic actors in confidential
meetings behind closed doors, and thus least likelbe hypocritical “cheap talk”. The choice
of our case allows us to further increase the evgitary leverage of our study by attenuating a
problem common to many studies that argue that @mepd voluntarily agree to establish
institutions that impose self-restraint. Indeed r{q2006) criticizes such studies, because
they often focus on the late stages in a policyintakprocess. At that stage, strategic
considerations may push employers to accept itistis of self-restraint even though they

are against their “fundamental preferences”. Theeage are analyzing is pre-political. That
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is, it is a case of self-regulation before the éskiad become subject to the official policy
process. This implies that one important explalyataariable — labor power — can be
eliminated as direct influence on the outcome. \Mesider that the pre-political nature of the
case at hand allows us to come closer to idengfyihat Korpi (2006: 170) calls employers’
first-order-preferences, as opposed to their “sdcbast-” or “strategic preferences”. In
Gerring’s (2007: 238) terms our case is hence thipay case” that allows us to investigate
the impact of one explanatory variable (the prawedeof a strong solidarity logic of action)
on an outcome variable (the existence of an ingtitwof organization), while eliminating — or
at least reducing - the possible confounding imfage of a competing explanatory variable
(labor power).

We further strengthen our analysis by making a remdf counterfactuals that test not
only our own theory but also the firms-as-pureiytimaximizers approach. Counterfactuals
are a central element of hypothesis testing inohical political science (e.g. Fearon 1991;

Kiser and Levi 1996).

4.2. Swiss Shares in Foreign Hands and the Gentlenig Agreement of 1961

For most of the ZDcentury Swiss companies were wary to prevent wiast considered
excessive foreign influence on the Swiss econontghbiy through ownership (a phenomenon
called Uberfremdung literally “over-foreignization”). The main instnent to prevent
Uberfremdungsince WW2 was the limitation of the transfer afistered stock from seller to
buyer. This instrument, calledinkulierung(from Latinvinculare to bind), made it possible
for a company (in large companies usually the boarthe management) to refuse to register
in the stock ledger buyers of registered shardseif did not fulfill certain criteria defined in
the corporate charter. One criterion usually watsonality. These shareholders were then
unable either to exercise voting rights or receividend.

However, this central pillar of insider control 8wiss corporate governance was based
on highly ambiguous legal provisions. One provisidrihe Stock Corporation Law of 1937

stipulated that the owner of a share legally becarskareholder only with the registration in
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the stock ledger. Yet, another provision stated tha transfer of ownership of registered
shares did not depend on the registration of thyebin the stock ledger (Lipold 2008: 864-
5). This legal ambiguity made it possible that doepany did not recognize the buyer of a
share as shareholder, but the shareholder legalhed the stock certificate. Since the 1940s
legal experts had debated the implications of thenegistration for the owner of the stock.
One legal doctrine stated that the rights appenttirgy share could not be “divided”, which
implied that refusal to be registered in the sttedtger meant that the buyer of a share
obtained neither the financial rights (dividend afiquidation proceedings) nor the
associational rights (voting right during the AGMnother theory — the so-called “theory of
division” (Spaltungstheorje—, took the contrary view and held that the dsfans of the
1937 Code allowed companies “merely” to preventlibger of a share from exercising the
“societal rights” (in particular the voting righthot from enjoying the economic benefits of
share ownership.

Consequently, while foreign investors were stillealo purchase registered stock subject
to Vinkulierung(so-called “bound shares”) they had no guararteethey would actually be
able to benefit from the financial rights appendiaghe shares. In order to circumvent this
problem, many Swiss banks started to use one of wags around theVinkulierung
procedure. Firstly, some banks established invettinasts, which invested in Swiss stock
but were open to foreign investors. The officialn@w of the shares was the Swiss bank
behind the trust, or the investment trust itselijlevthe ultimate beneficial owner may have
been foreign. Secondly, banks also started usirigsS'straw men” — often a bank employee
— to register stock on behalf of foreign clientsicls opportunistic practices were strongly
criticized by non-financial firms.

In reaction, an increasing number of companiequded in their bylaws a provision that
simply prohibited foreign ownership of its sharaspoohibited artificial persons — such as
investment trusts — from holding shares.

Another challenge to th¥inkulierungregime came in 1957 when the Swiss Supreme

Court — the Federal Tribunal — ruled that the StG@cknpany Law had to be interpreted in

17



accordance with the above-mentioned “theory ofsitivi”> By securing investors’ financial
rights and establishing legal security, this rulgrgatly increased the attractiveness of shares
of Swiss companies for foreign investors. It alsgated the opportunity for banks to expand
their trading with Swiss stock for foreign clien®me banks seem to have taken advantage
of this situation and sold Swiss stock increasinglyforeign investors against the will of
Swiss companies. Indeed, a representative of Nasté meeting with the Swiss Bankers
Association (SBA) on February 1, 1961 expressedlisappointment with “certain banks, or
maybe just certain bank clerks” who had indulgeslich activitieS.

This ruling could have seriously weakenéikulierung but in a remarkable move, the
SBA took the initiative in 1960 to solve the prablef foreign share ownership. The aim was
to establish a Gentlemen’s Agreement (GA) with tle@-financial companies in order to
protect Swiss companies from “excessive” foreigtuence. The GA was sent to the member
banks on April 6, 1961 and stated that banks sheefichin from buying and registering
bound shares in the name of foreign investors &odld check a client’s eligibility to buy
Swiss registered shares before executing a traosact

Such a set of rules was clearly contrary to thekingnindustry’s immediate material
interests. Indeed, while the first large listed pames issued bound registered shares in
1942, banks themselves did not introduce boundeshbefore the 1970s and had hence
nothing to gain from a strengthening Vdinkulierung(Lupold 2008: 859). On the contrary,
since the 1940s companies had started to furthstriate the criteria for becoming a
shareholder, which made trading bound shares isicrggt difficult. Brokering deals between
sellers and buyers of Swiss stock was, howevemueaiat part of Swiss banks’ business
model. More generally, reducing liquidity hurts timerest of the stock exchanges and the
banks that operated them. Thus, representativite @BA underscored in a meeting with the
industrial companies that “the banks are makingsicmrable sacrifice with the suggested
measures” (memo Lusser a, p.2, our translation).

In the early 1960s, the material interests of baakd non-financial companies were

hence diametrically opposed. This is illustratedttyy tensions that existed between the two
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sides. Thus, Alfred Schaefer, vice-president of $8A and chairman of the board of the
Union Bank of Switzerland, lamented after an ihitreeeting with the industrial companies
that their mood was “anything but bank-friendlye lrfeferred to the resentment of companies
over banks’ willingness to act as “straw men” fordign buyers and mentioned “rather fierce
statements” during the meeting (Minutes of the B3Beeting of the BoD of the SBA; March
15th, 1961, p.8). At the meeting, the represergativiNestle for instance, complained bitterly
about the fact that banks “exploited unscrupuldusiye Federal Tribunal’s ruling (memo
Lusser a, p.3, our translatjon

At first, different bankers opposed the gentlemeagseement of 1961 strongly because
of its negative impact on the liquidity of sharegldence on the banks’ material interests
(Lupold 2008: 874). Consequently, the SBA attemptedbtain different concessions from
the industrial companies in exchange for their hdllpus, the SBA wanted industrial
companies to refrain from limiting the number ofisds that Swiss shareholders could hold,
to stop rejecting shareholders without giving aegison, and provide banks with a quota of
bound shares that could explicitly be sold to fgmers (memo Lusser a, p.4). The companies
refused all these concessions and the GA of 1964ecpently did not mention these points.

One vague commitment that the banks got from thefimancial companies was to
refrain in the future from reinforcinginkulierungcriteria. Yet, this promise was clearly not
kept, as is illustrated by the increasing numbdirofs that adopted limitations to the transfer
of their shares up until the 1990s.

Also, banks attempted to get a commitment from comgs not to exclude Swiss
institutional investors anymore. This commitmentsvat first accepted by the companies.
One could hence argue that this concession provimhetks with a material interest in
accepting the GA. However, the practice of refusegpl persons as shareholders continued
and the companies’ commitment was explicitly abaedojust a year after the signing of the
GA (Lupold 2008: 877). This does not appear to hieymacted the banks’ respecting the GA
in any significant way, which indicates that thetenml counter-part was not what motivated

banks to accept the agreement.
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In short, the agreement of April 1961 went — asiea the form it was implemented — in
all points against the banks’ material interestdthWts adoption by the SBA, banks
committed to support industrial companies in préwngnforeigners from acquiring the stock
of Swiss companies without any significant conaas$inat would have compensated for their
losses. In this sense the GA imposed a “colleda&™ (keeping Swiss companies in Swiss
hands) on banks that went against their profit-mgkihotive. As such, the GA is clearly an
‘institution of organization’ in Hopner’'s (2007)rsee. This implies that the banks’ collective
behavior shifted from opportunism (selling Swisscks to foreigners against the issuers’
will) to a strong form of self-restraint, i.e. otteat went not just against their short-term, but
also their long-term material interests. Banks dobhve taken advantage of the 1957
Supreme Court ruling to continue and even expaait gtock trading activities. Yet, on the
contrary, they institutionalized self-restraint.ig imdicates that during the period 1957 (when
the Supreme Court legitimated the banks’ opportitnieehavior) to 1961 (when the bankers
association voluntarily renounced previous pras)ice shift in banks’ dominant goals took
place (from material interests towards normativesoderations).

We argue that this shift was made possible byaegjic signaling of normative goals to
the actors involved. The internal documents of SBA contains heavily symbolic language
that revealed and implied a sentiment of obligaiamong member banks towards industrial
companies and is very likely to have contributedhi® member banks’ accepting the GA.
Indeed, the SBA Board repeatedly referred to tlyititeacy of the industrial companies’
desire to keep foreign owners at bay and underddabeeSBA’s obligation to support them in
the name of the “national interest.” Tellingly, shiargument was made not just in
communications with member banks or in public statets, but even in confidential
meetings of the SBA Board. Thus, one banker exjplisupported the SBA'’s vice-president’s
view that “in the national interest, we should soippvhenever possible the industry” (337

meeting of the SBA Board, Decembél 7960, our translation)
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In line with the above-mentioned existing explaoiasi of the emergence of non-liberal
capitalist institutions, such a shift would havebm explained by an external force — such as
the state or a strong labor movement — forcing egtin actors to consider the “public
interest” in their decisions. There is indeed s@widence of the threat of state intervention in
the sphere of financial markets, where self-regutahad so far prevailed, influenced the
banks’ and industrial companies’ behavior aftertig7 ruling.

Following the ruling of 1957, Leon Schirmann, a i€an-democratic Member of
Parliament, had submitted a “parliamentary postlled the Swiss Parliament demanding a
stock corporation law reform in order to make stn@ Swiss companies would remain in
Swiss hands despite the ruling. This was suppoligdchemical and pharmaceutical
companies from the Basel area, but vehemently @upbg the banks — led by the SBA
which had not been consulted by Schiurmann (cf. ldip008: 884). Bankers were concerned
that a legal solution to the problem Wfnkulierungwould necessarily lead to a political
debate about the stock corporation law, which wast to give rise to additional reform
claims that could go against the business elitg&rests, such as co-determination and profit
sharing arrangement for employees (memo Lussefta). “legislatory path” would also
undermine the “liberal order” of the Swiss econchWhile such fears appear unwarranted
with hindsight they may explain why the banks were ready to t8eet part of their profits
to avoid state intervention.

Yet, different factors lead us to propose an a#téve interpretation. Indeed, the “shadow
of hierarchy” argument may not be the most plaesédplanation. For one, the fear of state
intervention does not explain why banks would sigoh a disadvantageous agreement, given
that non-financial companies had similar incentiteeavoid state intervention. Indeed, during
a meeting with Schirmann and the chemical compamires had supported him (Ciba AG,
Sandoz AG, Geigy AG), banks and industry agreet“fapreform of the stock company law
should be avoided if a liberal solution can be thwvhich effectively averts the danger of
over-foreignization™® It is also telling that the SBA and the argumetowt state

intervention was only used in the correspondendh wiember banks in order to convince
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them to respect the GA, but not in meetings of3BA board, where a much more normative
discourse prevailed. This may attest the relatieakmess of dormant normative dispositions
among member banks, in a situation where opportuhis prevailed for a number of years,
but the relatively stronger sense of obligatiortheff bankers’ elite (those represented in the
SBA's board) towards the rest of the Swiss busiedts

Moreover, if the aim of the agreement was to awbide intervention, the strategy failed
miserably: in 1965, the government initiated an oemgassing reform of the stock
corporations law, which aimed, among other things, addressing the question of
Vinkulierung If avoiding state intervention was a direct malemotivation for banks to
initiate this agreement, then how can we explaat banks continued to respect the GA once
the state intervened anyway? The materialist int¢agion would lead us to assume that
banks might go back to selling shares to foreignass state intervention could not be
prevented. We argue that the reason why banksatidimandon the GA is that their logic of
action when it came to trading shares shifted woiyeng more influenced by a normative
element. This normative element was the banks’ mofdigation to support Swiss
companies’ opposition to foreign influence. In athveords, as far as trading shares was
concerned, this normative goal had taken a gréajgortance in the bankers’ logic than gain
considerations. This is not to say that the laltad disappeared, which would be a very
unrealistic claim indeed: simply, they had takeseaondary role as far as that particular
activity of shares trading was concerned.

Further evidence against the “shadow of the statrpretation is that the reform of
1965 clearly showed that the business elite htd t fear from state intervention due to the
power relations within the Swiss polity. Indeedg thiery consensual political process
provided many “veto points” for economic actorsbiock too extreme reform proposals,
which they did extensivelAs a result, the reform nearly broke down sevinaés and the
new law was only adopted in 1991, after nearlytyhjrears of negotiations (cf. Schnyder
2008). To be sure, the actors at the time may awvé lanticipated their ability to block the

most far-reaching reforms (although this is unlkebnsidering that the power relations in
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Switzerland have always been very clearly favordbleentre-right parties and economic
interests). Still, the question arises: why wouldnks stick with such an unfavorable
agreement once the reform was underway if its enty even just its most important goal —
was to avoid state intervention? In fact, they domobably have obtained a better deal in
Parliament. Therefore, the above-mentioned “posul&chirmann” and the looming
“shadow of hierarchy” certainly pushed bankers iatdion and constituted an important
argument for the SBA’s board in convincing the membanks to change their behavior.
However, they do not explain the form that the Ak and in particular that the banks
accepted an agreement that went completely agéiestmaterial interests. Other solutions
were conceivable and indeed debated (e.g. givimgsa quota of shares that could be sold
abroad). In spite of the fact that the non-finahc@aampanies did not accept these alternatives,
the banks committed to the GA. This constitutesrgirevidence that material interests were
not the banks’ main concern in this instance.

An alternative explanation based on the “null hjpesis” that material interests alone
explain behaviors would be that banks did perc#dieg& own long-term material interests to
be linked to the question of foreign ownership.ged, this issue had proved a major problem
during World War 2 when the US government decideat + due to the identity of its
ultimate beneficial owners — the Swiss companyrh@edel AG had to be considered as a
German company, and seized its assets in the WS4iR. After the war, the conflict dragged
on until the mid-1960s when the US government amdrhandel reached an out of court
settlement. During the post-war years, both ecooacanid political actors often used the
conflict around Interhandel as the main reason exouse — to be wary of foreign influence
over Swiss companies. It has arguably contributechrt ‘overforeignization psychosis
(Uberfremdungspychos@among the Swiss business elite (Liipold 2008: .88Bgrefore one
could construct a — long-term and rather vague teriah interest of banks in preventing
foreign ownership. It is indeed always possibledostruct such a material motivation. Sen
(1977: 322) argues that “[i]t is possible to defmgerson's interests in such a way that no

matter what he does he can be seen to be furthieiSngwn interests in every isolated act of
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choice”. The main problem with interpreting thedmiice in such a way is that it does not
allow us to explain why banks would disregard slecty-term considerations before the 1957
ruling and pay attention to them afterwards, or whsir perceived material interests would
suddenly shift from extensively doing business witheign investors (between 1942 and
1957) to avoiding foreign influence over Swiss frifafter 1961). In other words, while an
explanation referring to actors’ long-term selfeirdst may explain why an institution like the
GA exists, it does not allow us to understand tienge from short-term opportunism (before
1957) to long-term self-interest (after 1961). Hete GFT-based approach clearly provides
more explanatory power.

We also fail to identify any strong evidence ofeedd relative prices of trading shares
with foreigners. From a purely gain-oriented pecsipe, such a change in relative prices
could explain the shift in bankers’ practices, freelling Swiss stock to foreigners, to not
doing so. Therefore, we concluded that the SBAaimte to stop its member banks from
selling stock to foreign investors and the bankdhexing to this recommendation —
independently of whether the initial motivation wi@s prevent state intervention or not —
implies that banks moved from profit-seeking bebatd submitting their material interests
to a “collective interest”. Thiwolte-faceis difficult to explain based on purely material
interests even if they are defined as long-termerasts.

This remarkable episode can hence be understoadcadlective shift in the logic of
action from opportunism to strong solidarity withdustrialists. The reinforcement of the
banks’ normative goals relative to their gain goaksde the “organization” of this aspect of
Swiss capitalism possible, where previously banksyed profit-maximizing strategies. The
prevalence of normative goals over gain goals éxplavhy banks voluntarily adopted a
materially disadvantageous agreement, when theeSwprCourt had effectively made it
easier for them to pursue their material self-iser This is not to say that banks had become
completely insensitive to gain goals, but simplgttthe GA institutionalized and signaled that

normative considerations had to be taken into agoaten buying and selling stock.
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Support for our interpretation comes from the footishe banks’ argumentation on the
“national interest” and the perceived patrioticydat banks to support Swiss companies. The
final version of the GA makes it clear that banks bt support the practice dinkulierung
due to its negative impact on the liquidity of sfmrYet, they appealed to the national interest

to justify the sacrifices that banks had to makeusl the GA states:

“For obvious reasons, the banks are in the filstginterested in the free circulation
of securities.

[...] The banks hope that the industrial companidsheinceforth abstain from limiting
the transferability of registered shares throughirtfarticles of incorporation and
[renounce], in particular, to transform their beasbares into registered shares. [...]
Our Board of Directors [...] considers that it is -egpite the above [reservations] — the
Swiss banks’ duty to support the industry in it®re$ when it is in the superior

national interest (GA 1961; our translation, emphasis addéd)

These passages from the GA illustrate perfectlytehsion between the banking sector’'s
material interests and collective interests, wh&h common trait of most situations where
institutions of organization exist (cf. Hopner 2D0By 1961 the dilemma was solved in favor
of the latter. The GA both resulted from and furteapported the influence of normative
goals. If we accept this interpretation of bankadr being informed by a logic of strong
solidarity, the question becomes hence what expltie increasing strength of normative
goals during the early 1960s and the corresporstiifgin the bankers’ logic of action. There
is empirical evidence that various signals contaduo reinforcing normative goals relative
to gain goals.

For one, the signal of support for the banks’ oppusm sent by the Court was
inherently weak: it was well known that the Fedd@rabunal’s decision had been taken at a
short majority (4 votes against 3) and one of tgides involved — Hans Tschopp — publicly

stated sometime after the ruling that the Tribwmalild probably not take the same decision
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again®? This signaled economic actors that support for‘theory of division” was relatively
weak even within the juridical sphere.

Moreover, important actors such as the chemicalpemy Geigy AG and its chairman
Carl Koechlin played a crucial role in the shiftverd a logic of strong solidarity. Indeed, it
was Geigy who sought to convince policy makersneoac actors, and the press that the
ruling of 1957 jeopardized the independence ofShéss economy (Lupold 2008: 870). It
appears that at the time Geigy was under a reabta threat stemming from American
competitors and had hence an immediate materiatdst in the issue (LUpold 2008: 871).
Other actors involved and in particular the bankseanot facing similar issues, and all did
not buy into Geigy’s alarmist argumentation. Trwairnal de Genévior instance rejected the
measures against foreign influence, adopted by \Geaiglling them “draconian and very
questionable” Journal de Genéveapril 10", 1961). Yet, clearly Geigy’s strategic normative
signaling tapped into the “ideology of vulneralyilithat is widespread in small countries
(Katzenstein 1985), and contributed to shiftingeoth attention away from gain goals
towards collective interests.

More generally, the late 1950s and early 1960s &lseitime in Switzerland where
nationalistic “signals” were abundant not justeation with the question of share ownership.
One example is the establishment in 1961 of an-immiigration party with the name
“National Action against the Over-foreignization &tion and Country” Nationale Aktion
gegen die Uberfremdung von Volk und Hedmahis illustrates a renewed concern since the
late 1950s with the “over-foreignization” of Switland that first appeared as a political issue
during the 1930% The Swiss concern with its “neutrality” in caseaohew armed-conflict
was also fueled by recurring tensions at the imattional level (Khrushchev's accession to
power in 1953, the formation of the Warsaw Pact51%be crushing of the uprising in
Hungary in 1956 and the Berlin Crisis of 1961; Liago2008).

The prior socialization of the Swiss business diiigy further explain the efficacy of
appeals to “neutrality,” “independence,” and thdioreal interest. Indeed, a very large

majority of Swiss businessmen traditionally occdiee higher echelons of the Swiss militia
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army, which constitutes a formidable arena for aagation and the internalization of norms
of patriotism and national independence (cf. Riletttal. 2010). More generally, the concept
of neutrality is a central element of the Swissnbdraf “constitutional nationalism,” which is
—in a country with four different linguistic grosigand no obvious common culture — a crucial
element of national identity.

Concern for the “superior national interest” wasde activated by various contextual
signals and certain actors strategically linkedoitVinkulierung triggering the necessary
support for the agreement. The GA of 1961 mad¥iokulierungan efficient protectionist
mechanism for another three decades until the swmmkpany law reform of 1991

considerably weakened the companies’ leeway inrdsigect (Schnyder 2011).

5. Discussion & Conclusion

In this paper we have explored the possibility thalitical economy institutions might
evolve in a direction opposite to liberalizatiors a result of a shift brought about by
economic actors themselves. This unlikely sceneaio be theorized by combining recent
scholarship in historical institutionalist politicaconomy and theories of action developed
outside that field. We started from the importamsight that bottom-up change can be
conceptualized as a collective shift in actors'idegof action. We have argued that despite
this insight and an increasing focus on actors’ab@trs in institutional theory, there are
relatively few theoretical tools to understand wisedictly such shifts involve, how they relate
to particular “models” of capitalism, and what casishem. We have developed a conceptual
framework, which complements historical institutiat approaches in political economy by
relating different logics of action to different ohels of capitalism, and by specifying a social
mechanism — “goal signaling” — that mediates thi@mce of the environment on logics of
action. The theoretical framework we developed rouates to filling the gap in current
institutional theory regarding the explanation ofthand in what circumstance a collective
shift in logics of action may happen. We then pnése the critical case of a Gentleman’s

Agreement adopted by Swiss bankers in 1961, bywhankers committed to refrain from
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selling Swiss companies’ stocks to foreigners. Wewsd that our framework is able to
explain not just processes of liberalization —vidrich the notion of change as shift in logics
of action was initially developed —, but also preses of “embedding” economic activity in a
normative framework.

Indeed, the GA of 1961 constitutes an example whesiaift from opportunism towards a
strong solidarity logic permitted to reinforce amstitution that had been challenged both
exogenously (the ruling of the Federal Tribunal)l @mdogenously (banks finding ways to
sell Swiss stock to foreigners). The shift consisuin this instance a reproductive mechanism
through which continuity of practice is achievedrbie takers through informal institutions.

The GA of 1961 was an institution of organizatitinimposed collective objectives on
banks that were not in their material interestwéint hence beyond an institution of co-
ordination, which essentially aims at solving cdlilee action problems in order to increase
profitability in the long run. It is always diffituto impute motives to actors. Therefore, our
claim that the GA was an institution of organizatimay not be unambiguous. Readers may
be inclined to favor a reading that does not rejeet‘null hypothesis” that, when adhering to
the GA, bankers were motivated only by profit maxation. However, in our view, the
evidence for an interpretation of the GA as an auie of self-interested behavior is weaker
than for an interpretation in terms of normativédéor. Nevertheless, we do not completely
reject the explanation through material interestsl andeed our theoretical framework
assumes that normative and material motivationsxtst-in any given logic of action. In that
sense, we do not argue that institutions of orgditiz imply completely selfless actors, but
rather actors whose behaviours may be structurethéy environment so that they are
relatively insensitive to gain/loss considerati@mal relatively more sensitive to normative
considerations (“do the right thing”). Indeed, #ndence points towards a situation where
the normative concern with the “national intereitminated the material concern with profit-
making, leading to the emergence of a voluntarigstitution of organization.

This example holds important lessons for historicettitutionalism in terms of the

preconditions for “organization” in HOpner's sensé self-regulatory institutional
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arrangement that goes beyond mere “coordinatioaimsecounterintuitive from a historical

institutionalist perspective. Hopner for instancgues that voluntaristic institutions come
about in order to “coordinate” actors’ behaviorsairway that increases in the long run the
overall payoff for the actors involved. Like instibns in rational choice institutionalism,

such “Williamsonian institutions” solve collectivaction problems. “Organization”, on the

other hand would require some form of external dorce.g. the state — to impose “public
interest” concerns on profit-orientated economitesc(Hopner 2007: 10-1). Yet, the GA of

1961 shows that economic actors may establishiggtitutions of organization and maintain

them over time without state intervention.

Due to its voluntaristic nature, the GA belongsatdifferent type of institutions than
Hopner’'s ‘Durkheimian institutions’ precisely beesaulit is neither imposed nor enforced by
an external force. This type of institutions is mepompatible with a Parsonsian conception of
internalized norms, which goes a step further thiam way in which Hépner defines
Durkheimian institutions? “Parsonsian institutions” imply that actors haweeinalized the
moral obligation to act in the appropriate way. sTimternalization of moral obligations
explains why “strong solidarity” can emerge everha absence of a powerful state or labor
movement pushing economic actors towards selfaisirThis also explains why even in
countries with weak central states and weak labanterweights to the power of business —
like Switzerland — organized institutions could egee and last. It is certainly telling,
however, that in the Swiss case strong solidakityted in an area where only members of the
business elite were concerned, while the emploigkeveas excluded. Thus, the possibility of
institutions of organization to emerge voluntanhay depend on the group to which actors’
solidaristic dispositions apply. In other words,eevwithin “organized” capitalism, the
strength — or rather the “reach” — of solidarityittwn group or beyond one’s own group) may
vary.™

We have argued that voluntary institutions of oigation are almost completely ignored
in the historical institutionalist literature arftat “embedding” of capitalism is relatively less

well studied than liberalization. This raises thestion of how common such institutions and
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this type of institutional change are. The literatsuggests that such occurrences are highly
unlikely. However, the literature is not withoutibi We agree with Crouch and Keune that “a
key problem” of neo-institutionalist analysis isathit “often starts from an assumption of
homogeneity, that is, it depicts the institutions ao society as highly systematic, with
everything operating according to a single logidghvendogenous actors operating within a
single action space.” (2005: 83). Accordingly, casach as ours, which do not “fit” into a
given society’s “model”, might be more frequentrthae know, because scholars might have
a tendency to not see them or discount them a®.nbiwe relative rarity of such a pattern of
change is a matter to be explored in future studies

Our empirical case speaks directly to Streeck’sD9a) arguments on the inevitable
march of capitalism towards liberalization / disamggation. Streeck has argued that
capitalists tend to share an “ethos of unrulinggs”4), which leads them to continually
undermine collective institutions that impose sbolaligations on individual actors, and to
replace them “with economically expedient contratarrangements that are voluntary rather
than obligatory” (p. 5). Our empirical study comlics this view, by showing that capitalists
actively worked to set up a voluntary institutidvat imposed social obligations on individual
actors. Streeck acknowledges the existence ofasditc behaviors among economic actors,
but he sees that motive as exceedingly weak. HesvriSolidarity, again, is not unknown to
capitalists, and neither are the advantages ofamsmntraditionalism; but the moment a
potential winner exits in entrepreneurial pursuitnew ways, as capitalists can always
legitimately do in a capitalist world, nobody caffioed to be left behind in a solidaristic
community of losers” (p.245). What we are showihgwever, is a case where “potential
winners”, whose opportunistic behavior had the baglof the courts, were successfully
disciplined by their peers and returned hence ¢o“tdommunity of losers”. Again, scholars
might argue that such examples are exceptional.tNeir very existence implies that theories
of capitalist institutions such as Streeck’s axeltmited.

Our proposal to extend theories of capitalist tnstns implies refining the underlying

“model of man” commonly used in political econonuch a model can be drawn from
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advances in the theorization of rationality. We éndwilt on Linbenberg’s goal framing
theory, which offers a model of man pursuing midtignd heterogeneous goals, with some of
these goals taking prominence as a function ofs@tatienvironments. In our view, this
directly speaks to the way agency is approachexliirent scholarship in political economy.
Indeed, while assumptions of self-interested bedrastill dominate, many references to other
motives can be found.

To give but one example, Walter Korpi's Power ReseuApproach (PRA) strongly
relies on materialistic goals and on power relaias the only constraint on selfish utility
maximization (2006, 2001). In particular, Korpi safers that in a capitalist system, the
employers’ interests will always be to make profiorpi 2006: 172). He therefore quite
explicitly assumes that material interests constitn capitalist societies stable and universal
pre-strategic preferences. Nevertheless, Korpi§28018) does acknowledge that actors can
follow “non-material values”. Indeed, such behavi@i— according to Korpi — part of his
notion of “bounded rationality”. However, he doest theoretically elaborate what model of
man could accommodate this insight. He uses “badingonality” as shorthand to subsume
different types of motivations/behaviors, withoatkling the issue of how such goals can
coexist and under what conditions one orientatiologic will prevail over the other.

In another piece, Korpi (2001) is somewhat morelieitpabout the model of man
underlying the PRA. Korpi (2001: 249f.) explainatisocietal cleavages can be “accentuated”
or “downplayed” by certain institutions, leadingtte formation of specific “values, interests
and identities” among citizens. Influential acteen then strategically use such identities to
overcome collective action problems and push inttoa individuals who define their
“interests with reference to the values and idextiof the collectivity” (p.250). An individual
that is part of such a “social movement” would remot be “rational” in a strict, material
sense, but would be part of a Weberian “value matio collective action ipid.). This
discussion softens considerably his otherwise gtyamaterialistic approach to rationality and
seems perfectly compatible with our conceptionatibnality and motivations. However, like

many political economists, Korpi essentially leavest that and does not undertake any
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attempt to integrate these insights into a cohettegdry of human action. This is precisely
where our approach makes a contribution to imppvime micro-foundations of
institutionalism. It offers elements of a micro4¢dvtheory of what motivates actors and
provides us with tools to specify how these motorsg are embedded in actors’ social
environment. This study attempted to illustratet thach an approach can indeed make an
important contribution to our understanding of efigai phenomena in the field of political

economy.
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Table

Table 1: Assumed logics of action in different types of capitalist institutions

Type of institution Organized Coordinated Liberal

Logic of action Enlightened self-interest
Strong solidarity / Opportunism
Weak solidarity

Relative strength of
gain and normative

goals

B Normative

[ Gain

1 We borrow the term “nonliberal capitalism” fronr&ck & Yamamura 2001. These authors use the
term to distinguish “socially and politically” morembedded forms of capitalism than the “normal
capitalism” of the Anglo-American brand (Streeckd201). In our usage of the term it encompasses
two distinct types of “embedding” of economic r@aships, one has come to be known as
“coordination” the other one as “organisation” (deglow for more details). Non-liberal change is
hence a move away from less embedded forms of nsatkevards markets that are more strongly
constrained by hard and soft institutions.

2 preferences can be defined as the ordering ot@m'soptions in a given decision situation inter

of their perceived/expected ability to satisfy #wtor’'s goals.

% This is not to deny that certain moral norms ugidrliberal capitalism. “Greed is good” can bersee
as a moral norm in the widest sense, but it istbaepushes actors to be more consequentialigtirath
than to disregard the costs and benefits of thatiom, as we define normative goals. Hence, norraati
arguments in favor of selfish behavior can cernjacontribute to encouraging opportunism. This is
indeed in some sense the story that Hirschman (1997]) tells regarding “moral arguments” in favor
of capitalism and markets, before the capitalistesy had become wide-spread (see also Streeck 2011:
163).

* The term “strong solidarity” should not be takemecessarily imply a positive connotation in terms

of social outcomes. Lindenberg (1988, 1992) anchf§xfh(1991) have argued that strong within-group
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solidarity is “incompatible with the functioning @f modern, capitalist economy” (Scharpf 1991: 297
n28).

® Ruling BGE 83 Il 297 can be found fattp://www.bger.ch/index/juridiction/jurisdictiomherit-

template/jurisdiction-recht/jurisdiction-recht-leittscheide1954.htiffast visited on 4/8/2011]

® Archives SBA, annex to the board meeting no. 238larch 15, 1961; Memo Lusser from February
28, 1961 regarding SBA meeting with non-financialmpanies of February 1, 1961. (henceforth:
memo Lusser a) .

" The official title of the document is "Hand&andegen von vinkulierten Namenaktien bestimmter
Schweizer Gesellschaftenand is classified in the archives SBA as A 102ikuare Vinkulierte
Namenaktien, Marz 1963-Juli 1990, circular letter 2901 of 6.4.1961 (henceforth Circular SBA no.
2901). Also available at:

http://www.ub.unibas.ch/fileadmin/redaktion/wwz/fdHSWABV2_ SBVg_GentlemensAgreement 1

961 Text d.pdfaccessed on April 11, 2013].

8 Archives SBA, minutes of board no 237 of Decenihetr960.

® Circular SBA no. 2901 .

19 Archives SBA, annex to the board meeting no. 28 December 7, 1960; Memo Lusser from
December 1, 1960 regarding meeting with Councllonurmann and interested companies (Ciba AG,
Sandoz AG, Geigy AG) of f7November 1960 (henceforth: memo Lusser b), p.ftranslation.

! Circular SBA no. 2901, emphasis added

12 Archives Novartis, JRG, GV 18, Aktennotiz Chri&t£.1960; Liipold 2008: 873.

13 Dictionnaire Historique de la Suisse, Keyword ‘Rokenfeindlichkeit” http://www.hls-dhs-

dss.ch/textes/d/D16529-1-3.pfgrcessed July 19, 2011].

14 Durkheim used the concept of “internalization” @nfluenced Parsons’ thinking in important ways
(DiMaggio & Powell 1991). Hopner, however, emphasizhat the shade of hierarchy remains crucial
in spite of internalization (2007:11).

5 In this sense, “strong solidarity” bears simil@st with the Durkheimian notion of “mechanical
solidarity,” which is based on shared values arigfseand more generally on “sameness” of members

of a group (cf. Durkheim 1998[1930]).
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