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Abstract

The paper presents a theoretical and technical outline

for a cross-national comparative study of business associations.
It starts with a discussion of the reasons for studying the
organizational properties of business associations in the
context of a political-economic theory of neo-corporatism.

The paper identifies two clusters of indépendent variables

that are assumed to affect the organiéational structure of
business interest intermediaries: properties of the represented
group ("Logic of Membership") and properties of the State and
other political institutions such as trade unions ("Logic of
Influence"). Tt goes on to develop a model of the organizational
properties ©f business associations as they respond to these
two logics and to other functional exigencies("Logic of Goal
Formation" and "Logic of Effective Implementation"). In a
further step, the paper suggests four organizational dimensions
{"Domains", "Structures", "Resources”, "Outputs") in which the
"organizational development" of business associations from

lower to higher levels of "organized complexity” and "strategic
autonomy" can be studied. The paper is concluded by an empirical
research design and a description of the organization of the
project. A list of the variables included, the definition of

the economic sectors selected for study, and a set of operational
indicators to be applied by all participating national research
teams are contained in an Appendix.



Zzusammenfassung

Das Papier enth&lt einen theoretischen und methodischen Ent-
wurf flir eine international vergleichende Studie von Wirt-
schaftsverbédnden. Es beginnt mit einer Diskussion der Griinde
fiilr eine Untersuchung der organisatorischen Eigenschaften
von Wirtschaftsverbinden im Zusammenhang der politisch-&ko-
nomischen Theorie des Neo—Korporatismus.'Das Papier benennt
zwel Gruppen von unabhfngigen Variablen, die die Organisa-
tionsstruktur von intermedidren Wirtschaftsverbidnden beein-
flussen: Eigenschaften der vertretenen Gruppen ("Mitglieder-
Logik") und Eigenschaften des Staates und anderer politischer
Institutionen wie Gewerkschaften ("EinfluB-Logik"). Im An-
schluf daran wird ein Modell der organisatorischen Eigen-
schaften von Wirtschaftsverbdnden als Ausdruck der Einwirkung
der beiden genannten "Logiken" sowie anderer funktionaler
Zwange {"Logik der Zielformierung", "Logik der effektiven
Zielverwirklichung") entwickelt. Danach werden

vier organisatorische Dimensionen vorgeschlagen {("Doménen",
"Strukturen", "Resourcen", ""Tdtigkeiten"), in denen die
"organlsatorische Entwicklung" von Wirtschaftsverbdnden von
niedrigeren zu héheren Niveaus "organisierter Komplexit&dt"
und "strateéischer Autonomie" untersucht werden kann. Das
Papier endet mit einem empirischen Forschungsplan und einer
Beschreibung dexr Projektorganisation. Eine Liste der einbe-
zogenen Variablen, die Abgrenzung der filir die empirische
Untersuchung ausgéwéhlten Wirtgschaftssektoren und ein Satz
operationeller Indikatoren, der von allen teilnehmenden For-
schungsgruppen gleichermafen verwendet wird, sind in .einem

Appendix enthalten,
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I. 'WHY STUDY THE ORGANIZATION OF BUSINESS INTERESTS ?

I.l. THE SUBSTANTIVE PROBLEM: Business Interests as the Subject of

Associlative Action

The efforts of business to advance or defend its interests collectively
have attracted surprisingly litﬁle attention from scholars. At the very
first meeting of the German Sociological Asscociation in 1907 Max Weber ad-
vocated aésigning very high priority to the systematic study of Vereins-
wesen in genéral and to the associative activities of business in particular.
The emergence of these new forms of collecti&e action, he argued, should
be related expligitly to fundamental transformations of social values and
material existence. Despite distinguished early contributions'
from German scholars such as R. von Kaufmann (1879), R. Graetzer (1890),
R. Liefmann (1897), H.A. Buech (1904), G. Schmeller (1905), G. Kessler
(1907), W. Kuhlemann (1908-13), $. Tschierschky (1908, 1913), H.E. Kriger
(1909), Adolf Weber (1910), Leo Miffelmann (191i2), E. Lederer (1912, 1922),
E. Tatarin-Tarnheyden (1922}, H. Lechtape (1926), and E. Hamm (1929),
Weber's plea has gone largely unanswered. Especially since the Second
World War, research on business associations fell into the mould of "press-
ure group studies", inspired by work done earlier in the United States.
European country after European country was "covered" by isolated descrip-
tive mvographs, most without historical depth and . cut off from broader,
theoretically informed, analyses of social and economic ﬁrends.

The literature on contemporary politics in Western Euxcpe continues,
of course, to abound with references to the activities of individual
"captains of industry", the role of specific enterprises, and the imputed
influence of capitalists as a class, but reliable inforxmation, much less

analysis, on the resources, organizaticnal characteristics, attitudes,



activities and strategies of formal associaticns specia;ized in the pro-
motion and.protection of trade and/or employer interests is rare. Even
rarer are efforts to explain ﬁow these dimensions of interest politics
avolve aover time and change in response to varying contexts and conflicts.

This conspicuous silence én the subject of “organizing capitalists”
compared, for example, to the considerable noise éenerated by the topic of
"organizing workersg" is puzzling. Part of it may stem from the greater sym-
pathy aroused by “wage slaves” and "exploited underdegs", and a general
political orientaticon in the scholarly community which has looked on the
collective efforts of employers at defending their interesté as less legit-
imate and certainly less hercic than comparable efforts of workers. Some
of the lack of attention may be attributed to the secrecy and confidential-
ity which tends to surround the operation of business associations and,
hence, greater problems of accessibility by scholars to the data necessary
to evaluate cbjectively the role of such associations in the political life
of advanced Western democracies.

But a major reason why research has bypassed this topic -~ after the
promising but abortive start in the first decades of this century -- is that
chservers of quite different idecological and political persuasionsg have
tended to agree that such explicit -~ formally organized -=- expressions of
class, sectoral or professional interest are relatively unimportant'in the
pelitical process.' Although the data on which this assumption is based
are very scanty and the judgments quite impressionistic, the suspicion per-
gists that the "real" promotion and protecticn of business interests some-
how flows through other channels of representation and influence.

Conservatives point to the continucué volume of complaints, unsatis-
fied demands and defensive actions as evidence for the Impotence of "pro-

ducer" associations, and to the steady increase in state requlation of



firms and public inteﬁference witﬁ markets as proof of the clout of "anti-
business" interests.

Liberal pluralists obsexrve the vast number and variety of fragmented,
overlapping propertied interests organized into multiple, specialized as~-
socigtibns with varying resources and precarious existénces and deny both
the existence of some imputed, unified, distinctive, Llnterest of business
as a class and the relevance of paying any more special attention to this
"group" than to, say, anti-vivisectionists, airline passengers or tax-payers.

The silence on the part of Marxists 1s a bit more difficult to undér—
stand, For them, the c¢lass interests of capitalists are real and appreci-
able, and pfesumably they must scmehow be explicitly organized, or, at
least, consciously coordinated. Many contemporary Marxists may (unknowing-
ly} be agreeing with the sociological observation put forth by Friedrich
Engels already in 1881 that:

Capitalists are always organized. They need in most cases no formal

union, no rules, officers, etc. Thelr smaller number, as compared

with that of workmen, the fact of their forming a separate class,
their constant social and commerciél intercourse stand them in lieu

of that. (1940, 17)

If business interests do not, (cannot?), find expression through formal as-
sociational channels, the focus of attention muét shift to other, less vis-
ible, ccordinative arrangeménts such as banks (Hilferding, 19210); inter-
locking corporate directorates (Warner and Unwalla, 1967; Allen, 1974) or
social gatherings (Domhoff, 1974). :+.. "Structural" Marxists may pre-
fer to take refuge in the axiomatic position that the contemporary state
performs the function of mediating and coordinating the higher general

interests of capitalist reproduction., The observable, immediate and often



contradictory expressions of interest on the part of cgpitalists and their
associations are, at hest, to be treated as an illusory, convenient fa%?de
designed to provide the state with a false image of neutrality and uni-
verzality. At worst, they could be regarded as an impediment to the realiz-
ation of the class' longer term interest in accumulatién and expanded re-
production. Ergo, business should not organize into autonomous associations
or, if #w,doesm, those in positions of state power should be careful not to
pay attention to these organizations.

Fppur gi muove! Despite all these reasons why employers and entre-

preneurs should not form associations or why, if they deo, they are not likely
to be successful, the owners and managers of productive property have joined
with each other in formal crganizations to advance and defend their interests.
Egpecially since the decade in which Engels wrote, "trades unicns of capita-
taligts", as he called them, have emerged in large numbers. They have, at
least in certain-cases, acquired a substantial density of membership and
amassed considerable physical and human resources. They have even succeeded,
in some countries and policy arenas, in establishing themselves as indis-
pengable intermediaries in the exéhanges between individual capitalists,
their firms and the state, and as important dispensers of sgrvices

to their members and wider publics.

Unless we are willing to believe that businessmen create, Jjoln and
gupport such associations altruistically and/or irrationally, or unless we
are prepared to dismiss their activities as an elaborate {and expensive)
charade, we must recognize that "trades unions of capitalists" do exist
and operate in response to important, calculable reasons and strategic
motives,‘and that their prESénce in the political process will have a sig-

nificant policy impact. We must take a systematic lock at why, when and



how such associative efforts have occurred, and what have been the result-
ant products of such efforts.

Moreover, we have reasons to believe that fheir gignificance -- direct
and indirect, intended and unintended, positive and negative -- has grown
enormously in recent decades to the point that tﬁe orgénizational con-
figuration and instituﬁional resources of business' asscciations have be-
come major determinants, not merely of specific policy decisions, but eof
the general viability of democratic regimes in advanced industrial societies,
For reasons which will be spelled ocut helow, we ara convinced that the de-
velopment of a technicai and political capacity on the part of "organized
;apitarists" tc enter into mutually binding sccial contracts with "organized
workers" has already become in some countries and will become in othexs a
central feature of the policy process. Already prefigufed in the Social
Peace Treaty and Saltsidhaden Agreement in Switzerland and Sweden in the
late '1930s, this "liberal corporatist” device for reaching and implementing
public pelicy has been widely recognized in recent years as an emergent
trend in other advanced industrial societies. What has been less clearly
perceived is that such arrangements, however formally or informally strub-
tured, depend eventually on the'acquisition of 2 similar ocrganizational
capacity and authority by business assoclations and labor organigzations.
Since both the abstract logic of associability and its concrete historical
practice have been quite different for the two classes (not to mention
even greater differences with other professions, sectors, interests), this
poses an important organizaticnal dilemmé -- one which has affected West~
ern European and North American politics in quite different ways. It is
these differences in the organizational structure and strategy of business
interest associability which provide the central focus for our proposed

collaborative research.



I.2, EXISTING RESEARCH

The problématigue sketched above has not gone unnoticed either by
gcholars working in several academic disciplines or by practitioners seek=-
ing policy solutions in advanced industrial societies. One expression of
this is the emergence several years ago of what has coée to be called "an
informal , nonspatial, unfunded working group on interest politics and
éolicy—making in highly industrialized, advanced capitalist societies"
{(Schmitter, 1977a; 3) -- a group whose members, in one way or another,
have found it useful to relate their work on interest associations and
interest representation to the'concepts of neo-,*liberal- or societal
corporatism., Recently there has been an increasing number of bocks and
articles on contemporary corpeoratism from authors who, in different ways
and with differing intensity, have been participating in the discussions
of this group. Some of the results of group meetings jointly sponsored by -
theAIﬁternational Political Science Association and the International Socio-
logical Association arxe about to be‘published in two successive volumes
edited by Philippe C. Schmitter and Gerhard Lehmbruch (Schmitter aﬁd Lehm-
bruch, 1979; Lehmbruch and Schmitter, 1980). The forthcoming collection of
essays, "Organizing Interests in Western Europe", ediﬁed by Suzanne Berger
from papers presented to meetings of the Sccial Science Research Council
(New York), Committee on Western Europe, will alse bear directly on problems
raised in the debate on contemporary corporatism and invdlves several pro-
spective collaborators of the proposed project.

Bmong the central issues of the recent discussion on corporatism in
developed industrial societies is the problem of the "symmetry" of corpor-
atist’'interest intermediation. The context in which thig problem is most

evident is that of the corporatist management of industrial relations in



general and of "concerted" industrial and incomes policiés in particular.
According to a number of discussants, the corporatist iﬁtermediation of
group interests means something fundamentally different for organized labor
than for organized bﬁsiness. As for instance Panitch (1978) has argued,
while it may be true that the interests of labor are effectively transformed
by neo-corporatist interest intermediation, the interests of capital are not
- and cannct be because the basic structural properties.of the capitalist
system remain unchangéd. Whatever interests on the part of workers and their
organizations nec-corporatism may serve, therefore, basically itrhas to be
conceptualized as an arrangement to subject'the interests of the working
class to those of capital. In this sense, siﬁce the nec=corporatist mode of
political control is applicable only to labor and has te leave out caﬁital,
neo-corporatism, whatever else it may be, remains a fundamentally as?mmetri—
cal political system. (For a more systematic discussion of the "symmetry"
problem, see below, I.3.3.)

Another version of the "asymmetry hypothesis" has beenlput forward
recently by Offe and Wiesenthal (1979). While Panitch concerns himself with
the results of corporatist conflict regulation on the stability of the class
structure, Offe and Wiesenthal discuss the problem in terms of the organiz-
ational properties of unions and business asscciations. According to Offe
and Wiesenthal, the often assumed analogy between the "interest associations"
of labor and capital exists only superficially., In reality, organized col-
lective action means seomething fundamentally different for workers than for
capital owners. While workers to be able to realize their interests are de-
pendent on the formation of a collective political will, capital owners are
not; their preferred, and in fact most efficient, way of action is to re-

gpond individually to the constraints and opportunities offered by the market.



As a result, since collective organization i1s much less important for
business than it is for labor, the leadership potential'ﬁf business as-
sociations in relation to their members, and the possible degree of "politi-
cization" of business interests, ig for systematic reasons significantly
lower than that of labor unions., If this is so, howevéf, then the capacity
of business associations to become, in the same way as trade unions, in-
stitutioﬁalized participants in neo-corporatist systems of societal compro=
mise and control is sfructurally limited, The conclusion is, again, that
neo-cﬁrporatist‘interest intermediation, to the exteﬁt that it can at all
function effectively, is a basically asymmetrical system: while on the labor
side the integration and institutionalization of interest associations has
a direct effect on the definition of collective and individual interests
and identities, on the side of capital the same processlis of only peripheral
importance to the substance of the interests pursued and to the role and
status of the members of the respective associations in society.

While initially the problem of symmetry in corporatist systems has
been di;cussed mainly in theoretical terms, there is now an increasing tend-
ency to make it the subject of empirical research. One major ongoing effort
in this area is that by Gerhard Lehmbruch and others on the "gquid pro guo"
of a stable liberal—corpor;tist cooptation of labor, and on what Lehmbruch
has termed the "neo-corporatist logic of exchange" (see Lehmbruch, 1978).
The objective of this study, which like the one proposed here is inter-
nationally comparative, is to determine what "pay-offs" labor unions have
demanded and received in exchange for cooperation in tripartite industrial
and incomes policieg; how differenﬁ policy. issues and sectors of policy~
making are linked in corporatist "package deals" to insure union cooperation;

which "trade-offs" exist between such issues and sectors; and whether there



is a measurable relationship between voluntary wage restraint of labor unions
on the one hand and certain pgblic policy outpﬁts (suchlas an active lakor
market policy, a high level of public transfer payments, a favorable tax
policy, etc.) on the other. The main achievement of this approach is that
it gives the problem of "symmetry" aﬁ operaticnal formﬁiation, thus making
the conditions of a stable neo-corporat;gt interest balance a matter of em-
pirical comparative research rather than of general speculation.

Like the project of Lehmbruch and others, the research effort proposed
here is concerned with the "symmetry" of corporatist interest intermediation.
However, while Lehmbruch and his collaborators discuss the problem at the
level of substantive policy ocutcomes, the present project is to investigate

the organizational structure of business interest associations as inter-

mediary organizations in potential neo-corporatist policies. In this, it for
one thing represents an attempt to redress a particular asymmetry, not of inter-
est intermediation as such, but of the previous empirical and theoretical re-

search: its predccupation with organizations of labor and its corresponding

neglect of the organizations of business. For another.thing, and on a sub-
stantive level, the project takes up, and tries to elaborate, some of the
questicons raised by 0ffe and Wiesenthal, attempting to deal with them em-
pirically rather than in an abstract, theoretical-deductive way. In fact,
since Offe will be one of the directors of the German case study, the project
will provide a rare opportunity for a collaborative exercise in the testing
of conflicting hypotheses. There will also be close contacts with the pro-
ject of Lehmbruch and others which will make it possible to place thé re—‘

search on organizational properties and activities in the context of political

issues and policies.
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I.3. THE THEORETICAL DOMAIN
The principal topics of the project can be summarized in three questions:
(1) Why should the owners of capital, possessing‘as they are the dis-

cretionary power to invest, develop a need for collective interest represent=-

ation, and what are the societal conditions determininj\the significance of
¢lass associations as instruments used by business in the pursuit of its

interests?;

(2) What structural arrangements are required, given the basgigcally in-~

dividualistic and competitive structure of businegs interests, for owners

of capital to be able to associate with eaéh other and to form collective
interest organizations?;

(3) Is collective interest representation of employers subject to the
same dialectical forces which have made workers organizations, originally
set up solely to advance the interests of their constituents vis-a-vis other

I

social groups, subsequently assume governing properties in relation toc their

members?
Each of these gquestions, in ways which will be discussed below, refers to

what one can call the organizational dimension of business interest politics,

and it is to this dimension that the attention of the project will be pri-

marily directed.

r.3.1. TEE POLiTICAL IMPERATIVES FOR BUSINESS ASSOCIABILITY

In theoretical terms, the first of the three questions examines the
organizational properties of business associations from the perspective of
some central problems in political-economic theory. Theories of political
econony attempt to explain the structure and the funcﬁioning of political

systems by reference to "underlying” economic structures. While in principle
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‘the subject of political-econcmic theory is the relationship between econ-
omic and political action in éeneral, most of the debate tends to focus on
the relations between Capital and the State in Western industrialized count-
ries, or, more specifically, between private ownership of the means of pro-
duction and public control over the means of domination. 1In particular, the
discussion centers on whether and how in Western democracies the distribution
of econcmic power, and the class structure resulting from it, reflect on the
distribution aﬁd the functions of political powexr, and to what extent the
principles of equal citizenship embodied in a democratic political con-
gtitution can coexist with, or aven initiate changes in, the system of econ-
omic inequality. One hypdthesis frequently put forward in this context is
that the economic decisions of private capital owners, especially with re-
gard to investment, place such heavy réstrigtions on the possible~rahge of
govermment policies that capital owners can afferd to concede formal auton-
omy to the state, -and to toierate political democracy £or the working class,
without having to fear that their interests will be sericusly prejudiced.
Since private capital owners control the soclety's means of production and
thus possess the relevant economic power, they are able, according to the
theory, to advance and protect their interests against political infringe-
ment without specifically having to acquire pelitical power. 2Although capital
owners may sometimes find it more convenient (and certainly more pleasant)

to deal with governments and parties deliberately and overtly sympathetic

to their ideological views, their influence on the polity is assumed to rest,
not on political mobilization, but on the fact that their non—pclitical,'
"economically ratilonal", behavior in the market constitutes one of the most
fundamental conditions for the success of all public policies in such so-
cieties. Any government which fails to take.this constraint intc account and

which takes measures adversely affecting the willingness of capital owners



12

to invest is bound to create economic disturbances which not only destroy
the economic base of state activities but also tend to ercde the govern-
ment's political support. Hence, according te the argument, state policies
tend to be geared to the interests of caﬁital owners even if the government
happens to be in the hands of non~ or anti-business oriented partigsf

cne of the advantages of thls approach - which one can briefly refer
to as the "business-interests-as-~functional-constraints” theorf - is that it
vields clear hypotheses on the status and the character of business interest
agsoclations. If capital cowners as a class are basically able to promote
their interests without entering the political arena directly, their collec-
tive associations are exclusively economic phenomena emerging in principle
from.the inherent strategic imperatives of market-rational bhehavicr. This,
in turn, implies that they have nec role in the interpretation and definition
of their members' structural interests, and that they therefore are in prin-
giple of only secondary importance from the viewpcint of their members,
While it may be rational for business interests to organize and form associ-
ations, the criteria of such ratilonality are in no way different from those
governing behavior in the market, and are in particular not affected by the
fact and process of associability as such.In this sense, business associa-
tions are held to be incomparable to political organizations for which the
transformation of individual interest perceptions into a common interest
definition - the formation, as it were, of a collective political identity’—
ig of central importance.

On the other hand, it could be argued that the "functional ceonstrailnts®
nypothesis, and its ilmpiied assumption that business in order to exercise
political control does not have to develop a collective political will, is
based on a misinterpretation of a relatively recent historical experience -

on the observation that in many Western socisties business has been able to
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accomodate itself relatively easily to Social-Democratic Qovernments, and
that the latter have generally been hardly less responsive to business
interests than conservative governments. Hdwever, while there can be no
doubt that this is in fact the case, concluding from it that capital owners
de not have to politicize their interests to impose them upon the political
system is based on an identification of political action with partiéipation
in the institutionaliéed system of partisap—territorial representation.

Thig identification, however, has been increasingly c¢hallenged in recent
years. ~As has been pointed out from a number of different perspectives, lib-
eral-democcratic states in developed industrial societies rely for the trans-
mission of power and influence intc their political process to an important
.axtent on direct functional representation by associations whose membership
is based on functionally specialized interest categories. To the extent
that functional representation in this sense is an autonomecus, systematic
element of the political process, interest asscociations and the‘interests
they represent are not just part of "civil society” but assume a basically
public, political status. Thus, although it may ke true that the interests
of business rarely require explicit politicization in terms of territorially-
based representation, electeral competition and majority government, this
may not hold in the same way for the system of functional representation.
While business interests may be basically compatibhle under normai circum-~
stances with all likely outcomes of the electoral process, this may well
be the result of successful political integration through functionally—based
interest intermediation. Thus, the fact that capitalism has. been able by
and large to coexist with social democracy may not necessarily be due to the,
so to speak, pre-pclitical constraints imposed upon the possible range of
state policies by private control over investment, but could also be the

result of a "historical compromise" between the state, the labor movement
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and business as.a collective political actor represented by its interest
assoclaticns.

The question whether or not, and to what extent, business associations
are in the above sense peclitical phenomena, iz of central conceptual and em-
pirical significance. Ceollective political action and:ecpnomic action in the
market place are guided by fundamenta;ly different principles and strategic
iﬁperatives. Social groups in order to become political actors require,
ameng other things, a minimal dégree of internal cohesion, a sense of soli-
dérity in spite of existing internal divisions, and legitimate leadership
strong enough to impose digcipline and individual sacrifice on thelr members.
Also, to exercise influence within the institutional framework of democratic
political systems, collective actors have to be able to formulate their goals
in terms of commonly accepted vélues - the "public interest“‘- and to make
their position appear as a symbolically defined social status embodying certain
legitimate rights and entitlements. Whether or not a group is successful

as a political actor depends in principle on its ability to sclve these and

gsimilar problems of politiéal mobilization. As this applies to them in the
same way as to all other sccial groups, employers or entrepreneurs when they
adopt a pelitical mode of action are in a fundamentally different position
than they are in the market place: while in the latter they are distinguished
from all ofher actors by théir unique power to control investment, the logic
prevailing in a political frame of action puts them at least in principle on
the same plailn as thelr opponents. The crucial difference, in other words,
from the viewpoint -of capital owners between the politicalland the economic
domain is that in the former they have to meet other groups on terms which,
unlike the terms regulating economic exchange in the market place, do not
grant them an a priori advantage. For this reason, political acticn for

business can be assumed to constitute a "second choice" which, since it does not
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grant capital owners similar "competitive advantages" as does economicraction in
the market place, involves considerable risks and uncertainties, This im-
plies, in turn, that the degree to which business interest associations be-

éome "politicizad“ is determiﬁed by the extent to thch, for whatever reasons,
the power to invest is not, or ﬁo longer, sufficient for them to control the
political process and to realize their economic interests. The political
character of business interest associations is in this sense dependent upon

the existence of sogietal conditions in which a non-political, individual,

market-oriented way for capital owners to pursue their interests does not lead

to satisfactory results -- for them and férﬁéiéﬁifiéant "publics". It is enly

under the pressure of such circumstances that business, in contradiction to
what is assumed by the "functional constraints" theory, is willing te enter
directly into the political arena instead of limiting itself to determining

its pay-off matrix, so-to-speak, indirectly from without.

There maylpasically be three reasons by which entrepreneurs or emplovers
may be éorced to poli;icize theif interests and to form class or sectoral
associaéions. First, while free competition is a basic feature of the capital-
ist mode of production,rcapital owners i1n pursuing their individual interests
do not bring about the spontanecus integration of the system but, to the con-
trary, generate systemic contradictions and crises. Thus, even in historial
situations in which they, as a class, enioyed great advantageé over workers,
pre-industrial éstates and consumers, one can witness a varlety of attempts
to coordinate, by means of a nétwork of associations, individual and sectoral
interests in order to preserve the viability of the system as a whole. Basic,
issues in this stage of agsociaticnal activity were attempts to avoid cut-
throat price competition on the market; efforts to limit or prevent alto-

gether the access of foreign competitors to the domestic market; endeavours

to form a common front vis-a-vig the sellers of basic raw materials and
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other gupplies, and the like.

A second reason for capital owners to organize is that their power to
invest is, or at least could be, challenged by the political hobilization .
of workers.. In several historical instances, business efforts to |
organize and coordinate its actions came as a response to prior attempts by
workers to defend their interests through collective action. The institution-
alization of class conflict, the setting of shared. rules of the game in lakbor
disputes, the effort to guarantee a stable and reliable labor éupply, have
increasingly becomelmajor concerns of business associations; and trade unions
have become their most impbrtant institutional partners.

Thirdly, with the increasingly systematic int?rvention of the state into
the economy, ﬁhe importance of the market as a mechanism of resource alloca=-
tion has declined while the importance of the polity has‘proportiogately in-
creased., One, but not the only, reason for this is democratization.

As political democracy operatesg on the principle of "one man - one vote", it
has an inherént tendency to produce interventionist policies aimed at econ-
cmic redistribution. Directly or indirectly, such policies may touch upon
the "sovereignty" of private capital owners with regard to investment.
Business intereét associatlons have always seen it as one of their foremost
tasks te fend off political attacks upeon the freedom to invest and to con-

"lrrational®
tain the /redistributory tendencies emanating from political democracy. On
the other hand, collective interest associations are in a better pesition
than individual entrepreneurs to appreciate the minimum of politically
mediated redistribution necessary to maintain the legitimacy of the social
system as a whole. In certain circumstances, they may even come to the con-
clusion that the preservation of the system and the protection of the long-

run interests of their membership require that they enforce this minimum
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upon reluctant or resisting individual members.+ In this sense, the more
economic processes are mediated, faciiitated and regulateé through democratic
pelitical institutions, the more business as a whole, or sectors of it, are
drawn into the political game and forced to develop a capaqity for collective
action. As a result and in response to the democratic.politicization of so-
cial and econcmic exchanges, business interests may have to becdme politi-
gized themselves - i.e., ma§ become subject to collective definition and
redefinition within the institutionalized process of interest représentation
and intermediation.

An important problem which will have to be further clarified in the
céurse of the project is the relationship of organ;zed interest‘politics to
other forms of collsctive action of business such as cartels, trusts and
'transnational corporations. To an extent, the coordinaticn of business
strategies through intersst asscciations and through econcomic concentration
seems' to ke functionally equivalent. One basic research question, therefo;e,
will have to be und;r what conditions and for what specific purposes capital
owners prefer one or another means of coordination. Historica!ly{iCéxtels
and trusts have been a major way to organize important segments of the market

and to control contradictions and crises generated by the 'anarchy of free

+The authors owe this point to Manfred Groser. Groser suggests that polit-
ical systems in which the limits of redistribution are determined by the
logic of private investment decisions are subject to critical frictions.

The indiv¥idual capital owner, however, has neither the information nor the
macro-economic or macro-politlcal perspective to assess the positive con-
sequencesg of a limited degree of redistribution for himself. The result is
that he, as a rule, is opposed to any redistribution whatsoever. But even

if he is not - -for reasons of enlightened selfinterest, paternalism or
altruism - he, at least, wants to be sure that all other capital owners,

and in particular his competitors, also contribute their share. This re-
quires that the support of redistributory policies becomes a matter of col-
lective rather than individual action. Thus, in certain instances the amount
of redistribution necessary toc stabilize the political (and the social) sys-
tem comes about only when the interests of individual capital owners are
mediated one way or ancther through agsocciational control structures.
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competiti.oﬁ'° Also, cartels and trusts have proved to be much better
equipped than individual firms to deal with the challenge posed by the
political representation of the interests of workers. Finally, they have
enjoyed a much greater bargaining power with the state than individual firms
through the exercise of their power to invest.

on the other hand, one could argue that economic concentration, by lead-
ing to the emexgence of a small number of powerful financial-industrial
groups, fostered more, albeit different, conflicts and contradictions than
it solved. Thusg, the distortion of free competition gave rise to economic
crises which invited state intervention into the economy and, at least in
some countries, resulted in lasting inroads inéo the private power to invest
{the assumption by the state of the roles of regulator of the buéinesé cycle
or, even, of entrepreneur). Also, the political influence which cartels and
trusts enjoyed vis-d-vis the state brought about a ¢lose identification
between state and capital which tended to transform economic competiticn
among business groups into political-military conflict among nation-states
and thus to destroy the internagional market. And finally, the market logic
of cartels and trusts in industrial relations was, at least to a certain
degree, incapable of handling the different logic of collective action of
labor unions. . Contemporary transnational cérporations are a more sophisti-
cated wversion of cartels:and trusts and a more‘efficiept institﬁtional ar-
rangement in dealing with the contradicticons of an integrated international
market eccnomy. Transnational corporations permit efficient planning on an
international level, keep trade unions in check by organizing production in
a number of different countries through a tightly coordinated and diversi-
fied work process, and have a stroné bargaining peosition vis-d-vis naticnal
governments. Yet, although more effective than their historical predecessors,

also
1t seems that they are/structurally unable to cope with the political prob-
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lems of system integration and to respond to the need for scme amount of
politically mediated redistribution.

These consideraticns bear directly upon the conceptual aistinction be---
tween economic and. political action. While‘at the first glance it may ap-
pear obvious to view economic concentration as a marketrreléted, and cdllec—
tive organization as a political strategy, in reality the difference may be
much less unambiguous. Although the formation of trusts and transnaticnal
corporations usually involves the selling gf ownership rights at market
prices,Ait may sometimes be just ancther form of collective organization
aimed at the cooréination of business.str;tegies in relation to the state,
organized labor, supplier industries, customers, etc. OCne péssible way of
distinguishing between eccncomic and political action may be to define econ-
omic acticon as a "number reducing", and political action as a "number-increas-
ing" strategy. While economic actors at least in principle aim at total
control of the market and therefore strive to eliminate their competitors,
political actors, using political mobilization rather than money as their
basic resource, aim at increasing the number of those supporting identical
callective purposes.- Cartels, trusts, transnational corporations are all
forms of association which set barriers to entry inte the market, whereas
_interest associaticns strive to enlist large numbers of members in order to
inérease their representativeness and legitimation in front of their con-
étituencies and their institutional partners. One of the advantages of this
distinction is that it relates direqtly to the discussion of the diversity
of interests among members of husiness associations and the management of
this diversity through organizatidnél arrangements (see bélow, I.3.2.).

In any case, while the preceding argqument may explain why collective
associations have been, and still are, important instruments for business

in pursuing its interests, the question of the conditieons under which interest-
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~political coordination is pfeferred over economic coordination still remains
open. As a first hypothesis one could suggest that capital owners prefexr
economic coordination when dealing with problems of demand for their products,
and interast-political coordination when faced with problems of the supply
of basic factors of production. The reason could ke tﬁat on the demand side
capital owners are corfronted with partners - the consumers - who basically
accept a market logic of action and who, like themselves, pursue ways of
agonomic maximization of comparative advantages. As a result, action remains
within the market framework in which the most obvious way for capital owners
to improve their position is thréugh economic integration and concentration.
In the procurement of basic resouxces, on the other hand, capital owners

are faced with partners‘~ e.g: the workers and their unions, the oil-pro-
ducing ¢ountries, the state as the guarantor of social order - who fegquent-
ly do not limit themselwves to maximizing qﬁantitative goals hut who may

also behave according to a political logic of collective action ﬁhich is
geared to the pursuit of qualitative goals and'for which the formation of
collective identities is particularly important. In this sense, the nature
cf the bartners involved in coordinated action, and the particular type of
intérorganizational relationg required, may help to explain the specific
forms of association, and the degree of ﬁolitidization of the means used

for the coordination of the individual interestslof capital cwners.

The extent te which business groups pursue their interests through '
political action rather than relying sclely on their power to invest can he
determined by looking at the organizational structure of their associations.
The political action of social clasées'and economic sectors is, almost by
definition in the modern pericd, grganized action. It .is primarily through

the process of deliberate and permanent organization that the specific im-
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peratives of the political domain enter into the social relations of a col-
lectivity. This is why the dynamics of interest politics express themselves
in terms of organizationsl and interorganizational dynamics. Analyzing the
organizational properties of interest associlations, tharefore, and relating
them to the structural conditions existing in the society;at-large may yvield
important insights into the dynamics of politicization of social interests
and into the way social structures, economic resocurces and political pro-
cesses influence each other. Since the structure of interest associations
is a product of the interaction between the individual and the collective
interests of the respective groups under specific constellations of sccietal
forces, it can serve as an indicator hoth of the nature of this constellaticn
of forees, an& of its impact on the substantive content of the interests
lconcerned.- Thus,'by looking over time at changes in the functions business
assoclations perform for thelr members, one can determine the areas and sec-
tofs‘in which an individualistic pur;uit of interests is or has beccme less
likelﬁ to prevall, and in which the freedom to invest ne longer works as a
restrictive enough condition to make public pollcy conform quasi-automatically
to the interests of private owners of capital. Also, to the extent that
business associations in different social environments and nation-states
differ in their functional significance for their members, organizational
analysis can contribute to determining the conditions under which the col-
lactive interests of employers and entrepreneurs gain in importance as com-
pared to those defined more traditicnally in individual, purely economic,
terms. By comparing the organizational strength of business associations in
~¥elation to their scocial base in different countries, industrial
sectors and historical periods, one can arrive at generalizable propositions

on the changing role of the peclitical system in advanced industrial societies,

on the varying structural and historical sources of societal politicization,
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and on the different ways by which economic power affects the political pro~

cess.

I.3.2. THE ORGANIZATIONAL REQﬁIREMENTS FOR BUSINESS ASSOCIABILITY

The second of the questions listed at the ocutset géfers to the struc-
tural requirements which business interest associations must fulfil as a
consequence of the specific characteristics of the interest they represent.
Basically, ﬁhile cwners of capital and employers of labeor may under certain
conditions develop common interests which they can, and must, pursue as a
collectivity, important individual interests always persist some of which
are bound to create internal conflict among them. These interests derive
principally from the fact that under competitiwve market conditions they al-
ways have to face the posesibility of being driwven ocut of business by their
competitors, and that one of the ways by which they can ensure their sur-
vival in the market is by doing everything they can to eliminate competition.
To the extent that the conflicts of interest between individual capital
owners reflect the economic imperatives of competition, they become all the
more significant for the social relationships within a groﬁp of capitalists
the more similar, and thus the more potentially associakle, the members of
the group-are in terms of their interests. Homegeneity, in otﬁer words,
while on the one hand increasing the range of subjects on which common inter-
ests can be formulated, at the same time fosters competition and makes mutual
cooperation more difficult to establish. This dilemma has frequently been
conceptualized as a "contradiction" betwesen short-term and long-term inter-
asts, or in more subjective terms, between "short-sightad" and "enlightened"
Interest perceptions. The problem with this dichotomy ig that it conveys
the impression that the actors concerned can in practice choose which cate-

gory of their intsarests they wish to pursue in a given situation. However,



23

in the real woxrld, the tweo sides of the dichotomy represent different as-
pects of an integrated complex of situational interests'in which both axe
related to each othér, as it were, in a "dialectical" rather than in a
"mechanical" fashion. Thus, actors following thelr short-term interests
cannot but also affect their long-term interests, and to satisfy their long-
term interests they must continuously redefine what thef haye previously
taken to be their short-term interests. One of the reasons why Marx saw capi-
talist society as a self-destructive system was his belief that capitalists,
exposed as they were to the structural pressures of the market, would not be
able to achievg thege redefinitions, and that because of this they were bound
to destroy, by "rationallly" following the intrinsic logic of their immediate
situational interests, the preconditions of their long-term existence as
capitalists. What Marx did not entertain, howaver, was the possibility of
capitalists getting organized as an interest group, or system of interest
groups, and using organizational control mechanisms to ensure the day-to-day
presence, internally as well as externally, of their collective interests

as a class ag opposed to their individual, and potentially self-destructive,
interests. This "organizational factor" and its role in the reconciliation

of different and possibly conflicting aspects of business interests is what
the present project will make an attempt to clarify.

Locking at the relationship between individual and collective interests
from the perspective of the individual entrepreneur, one recognizes the
familiar picture of a "priscner's dilemma". The common interests of capital
cwners/employers -~ which as a minimum are directed towards the preservation
of private ownership and private investment power - may require sclidaristic
political action which, in turn, may make it necessary for individuals to
sacrifice short-term economic oppeortunities. Cooperation with others to

ensure the survival of the system may mean for an individual entrepreneur
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to give up high potential short-term gains in exchange for moderate poten-
tial long-term advantages. This choice ig made even more difficult by the
fac£ that its pay-off depends on the behavior of the other members of the
collectivity. If the latter do not cooperate but instead continue to act
as competitors, an actor foregoing immediate economic opportunities in the
collective interest nof-only fails to get the expectedllong-term advantages
but also loses out in terms of his short-term interests'in the market. On
th;lgther hand, 1f the others do cooperate politically the most profitable
strategy for the individual entrepreneur is not to cdoperate but instead to
expleoit his market opportunities to the fullest. The reason is, of course,
that the long-term benefits of collectilve action accrue by definition to all
members of the group alike regardléss of wgether they have centributed to
their preduction or not. Urnder these circumstances, "egotistic" or "non-
cocperative" behaviocr is always more rewarding for an individual than soli-
daristic behavior since it makes it possible for him to gain, in addition to
the collective long-term- advantages secured by others. ("suckers",
in the jargon of game theory), further short-term advantages obtained by him~-
self at the expense of others. ' Since cooperation inevitably involves
some sacrifice of individual pay=-cffs.-- 1f only of those created bylthe fact
that others act in a solidaristic way; and since individual sacrifice or
altruism is irrational as a strategy for pursuing interests as long as there
is uncertainty as to how the others will behave -- golidaristic collective
action is pessible only if there are effective structural mechanisms by which
the conflict between individu;l and collective rationality can be neutralized,
and through which mutual sacrifices can be shared andlenforced.

Putting the problem in somewhat different terms, for an individual

antrepreneur the defense of the free enterprise system repregents, in Olson's

{1965) terminology, a "collective good" in which he is vitally interested but
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for which he has no individually rational reason to contribute. The dilem-~-

mas ra;sed by this conflict for the political repreéentétion of bhusiness

interests are not in principle different from those applying to collective
o which

gOOGS"problan/exists whenever a group is large enough for the success of

its cqllective efforts to be independent of whether or ‘not one more individual

member i1s prepared to contribute to it. Olson himself has not drawn on

examples from business associations but from the union movement to demonstrate

how the perverse "leogic of collective action" operates and what difficulties

and contradictions have to be overcome for collective action te be possible.

One can hypothesize, however, that thé problems of producing collective

political goods, in the sense of the word used here, should be even more

pronounced and more visible for employers than for workers. This is because
competition among workers tends to be tempered, at least to some extent, by
pre~existing primary relationships providing for a certain degree of group
cohesion and normative integration. On the ideological level, this differ-
ence is reflected by the fact that competitive behavior is considered much
more legitimate and '"natural" among entrepreneurs than among workers.+ While
an entrepreneur wheo pushes hisg competitors cut of buginess is recognized by
other entrepreneurs as an example of efficiency and success, and is awarded
the respect of his peers for living up to standards commonly accepted by the
group, a worker outbidding a fellow-worker to get his job runs the risk of

being ostracized for disloyalty and breach of sclidarity. Since in this

sense the existence of competing interests is more openly admitted and more

+It is true, however, that under certain conditions and in special milieux
business people, quite like workers, may develop an anti-competitive, soli-
daristic ethic which may become one of the main factors supporting the exist-
ence and the cohesion of business associations. In particular, this applies
to small business owners in traditicnal industries or under the pressure of
"ruincus competition" by new, more modern entrants into the market. (This
peint has been brought to the attention of the authors by Manfred Groser.)
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effective for manifest behavior in the capital—owninq.than in the working
class, business associateions should in principle be a better subject than
lavor unions te study the mechanisms by which the Olsonian dilemma is re-
solved or neutralized in actual political practice. This applies, in par-
ticular, to the role of corganizational control structu&es in preventing
"free ridership" and in reassuring individual participants that others will
also cooperate and that their own contribution to the production of the
collective good" will not be taken advantage of by non-cooperative com-—
petitors. It alsco applies to the tendency for agsociations generating col-
lective goocds to provide in addition "selective goods™ that are made avail-
able only to their own members. This forces such associations fo diversify
their outputs, to get inveolved in a wide range of service functicns and,
thereby, to increase their own organizational complexity. Analyzing the
working of these mechanisms on the side of business may shed new and ad-
diticnal light on the functioning éf equivalent but perhaps less obvicus
structures in other political organizations.

Generélly speaking, both the "prisoﬁer's dilemma" paradigm and the
"collective goods" problem, as they apply to business associations, empha-
size the fact that organizations of capital owners and employers have to
cope with a high diversity of interegts among their constituents. This di-
versity may have two basic sources. While some of the potential interest
conflicts between members of business aséociations are due to competition,
others arise from relationships of mutual exchange. As has been said above, -
the more homogenous a business association is with ragarﬁ to its membership,
the stronger is likely to be the competition among its members in the market.
Correspondingly, the more heterogenous a business association, the greater
the diversity of interests involving rates of exchange between different

functional areas or sectors of the economy. To the extent that the policies
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of business associations are concerned with regulating these exchange rates
- which they usuélly are ~ intra-organizational conflict of the second type
is bound to incréase in proportion to the scope and the breadth of the
organized collectivity.

The internal politics of business associations ¢an thus be conceptual-
ized as centering on the problem of reconciling conflicts stemming either
from internal homegeneity or from internal heterogeneity. In either case,
the centrai organizational probhlem of ;uch assgociations, more so or more

visibly so than in labor unions, is what one could term the management of

diversity. One of the questions the present study will try to address is
what organizational strategies and arrangements business associations use
to cope with this problem in order to ensure their orxganizational and pol-
itical viability. Using a broad initial distinction, one category of such
arrangements is external to the organization and consists of formal or in-
formal assistance by other organizations pressuring potential members to
organize and facilitating the establishment and ﬁhe maintenance of represen-
tative monopolies. Ancother category ;re internal provisions and policies
designedrtb reconcile the individual interests of the members with the col-
-lective interest as pursued by the association, and to bring to bear the
long~range interests of members on their actual day-~to-day behavior. Examples
range from reliance on charismatic leadership and ideclogical meobilization
to the provision of selective goods and services functioning, in Olson's
terms, as "outside inducements” to join the associaticn and conform with

its policies; to particuiar patterns of voting rights; to institutional
guarantees of individual privileges such as protection of secret information
against competitors organized in the same assoéiation; to formal peﬁalties;
to informal economic sanctions, etc., It is one of the major aims of the

present study to identify these mechanisms, relate them to different struc-
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tural conditions and different degrees of organizational success and stab-
ility, and determine their consequences for the policy potential of the

organizations  concerned.

I.3.3. THE POLICY CONSEQUENCES OF BUSINESS ASSOCIABIL:I'I‘Y

The third question to be pursued in the course of the project clearly
is the most important one. Its general concern is with the consequences of
the organization of business interests for the political prbcess and for the
| way advanced industrial societies are, and can be, governed. More speci-
fically, its subject is the effect of getting organized on the substance of
business interests and on the way these make themselves Ffelt in‘societyﬁ
One advantage of this perspective is that it makes it possible to draw to-
gether and to compare, in a very specific sense, employers and trade as-
sociations with labor unions. Ceﬁcerning the latter, it has often been ob-~
served that the goals that originally ﬁay have led to their formation have
consequently been subjeﬁt to modification by what one can call an "organiz-
ational effect". Some, like Michels; have attributed this phenomencn, also
known as the "goal displacement effect", to the impact of a newly emerged
straﬁum of professional leaders with vested interests in the security and
stability of the organization which for them is their principal source of
income and status. Othersg have argued that, through organization, social
groups get access to new strategic parameters - e.g., are enabled ‘to in-
fluence social and economic macro variables direcﬁly. While, on the one
hand, this increases their power, on the other hand they are forced by
their own self-interest to take into their calculations poséible direct
and indirect effects of their actions which they previously coﬁld afford
to neglect. This mechanism has been referred to ag the enforcement of

"effective responsibility". Still others have pointed to the "strategic
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imperatives" which organized representatives of collective interests have

to ohserve. One of these 1is the need for an interest drganization to be
able to Ensﬁre that its membgrs stand by the compromises neqotiated.dn their
behaif; another is the necessity'to_preserve thé crganization as an instru-
ment of dinterest representation for the future. The common theme in these
and other explications of the "organizational effect" is that interest as-

sociations, although created originally as instruments to repregent gpecific

group interests against the conflicting interests of other groups, can be-

come -- by their routine functioning and organizational success -- mechanisms

of collective self-discipline. The outcome of thié dialectical process has

been referred to above asg the assumption by intersst associations of "govern-
ing properties™.

~ = The inherent tendency for successful interest associations to beccome
regulating agencies for their constituent interests is an important factor
facilitating the "liberal—corporatist":institutionalization of interest
groups as subsystems of an "integrated system of societal guidance" (Lehm-
bruch). "Secondary interests" generated by the creation of large formal or-
ganizations; "effective responsibility" as a result of participation in
power at the societal level; and the "etrategle imperatives" of contractual,
long=-term interest intermediation all work into the same direction in that
they add to interest politics a strong element of emergent self-regulation,
and thus help create imporﬁant precondiﬁions for the cooptation of particu-
laristic interests into larger, more encompassing systems of compromise and
cooperation, In this way, the crganizational dynamics of collective inter-
egt politics can pave the way' for a dorporatist devolution of public auth-
ority to functional groups and for the establishment of "érivate governments”
¢cemplementing tﬁe functions performed by the state and relieving the state

of difficult problems of control and legitimation. While the working of
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this process has been demonstrated persuasively for labor organizatiocns,
little attention has been paid to the question of the conditions under
which it can also beccme effective on the part of business. The proposed
study represents an attempt to analyse business associations £rom this
perspective and to determine to what extent these associations can develop
governing properxties similar to those fregquently obsexvedlin labor organ—
izations.

The reason why this problem is so significant becomes evident if one
puts it into the framework of recent discussions on neé-corporatism.
Generally speaking, the corporatist hypothesis proceeds from the assumption
that social integration and economic exchange in advanced industrial so-
cleties are not. "naturally" accomplished and maintained through the aggre-
gation of the independent decisions of individual actors in the market but
ra£her have to be produced and reproduced by political arrangements at the
societal level. 1In this vein, theories of neo-corporatism have argued that
the.economic and political viability of advanced industrial societies in-
-areasingly depends on the existence of strong systems of functional repre=-
sentation of socﬁal groups maintaining order at the scciletal level
through respcnsible self-government and éollectively negotiated compromise.
One central precondition of such a system remaining stable over time 1is
ﬁhat its component intermediary organizations, acting on behalf.of the
important functional groups in society, not merely aggregate the interests
of their constituents but transform them so as to make them compatible with
the interssts of other groups as dell as with the requirements of the
regime as a whole. This functlon of absorbing and transforming the differ-
ent structurazlly-based and conflicting interests in the society, thereby

nautralizing their disruptive potential, is performed in liberal democra-

cies by ilntermediary bodies organizing functional {"producer") groups at
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the sectoral and societal level and integrating the individual interests

of their members into collective interest percepticns geared to and avail-

able for macro-political action. It is in this context of government by

functional representation and self-regulation - i.e,, on the "second tier”

of government (to use the terminology of Stein Rokkan)' - that the political
role of associational disciplinelin_maintaining regime governability is
mogt evident, and it is from the prespective of the systemic need of effecw
tive interest transformation that the func;ions of private government work-
ing below the level of coercive coordination and providing a strategic al-
ﬁernative to dirsct state control can be best understood.

One of the questicons thé neo-corporatist perspective hag left un-
answered is whether the tendencies it describes represent a new self~repro-
ducing soclo-political formation or whether they are just a modified wersion
of liberal democracy which leaves the basic structure of the relaticnship
between economy, soclety and the polity unaffected. This distinction is
of far more than merely academic interest. If the latter were true, neo-
corporatist managemeng of capitaiist soclety could be no more effective
and should be squect to exactly the same limitafions as earlie?, "pluralist”
forms of.governahce. The most important of these limitations, according to
traditional political-economic‘theory, is the fact that under conditions
of a markef econoﬁy the power to inﬁest is in the hand of private owﬁers
and is exercised by them autonomously at their discretion. Neo-~corporatism,
then, can be taken as representing a new type of poliﬁical economy only to
the extent that thé corporatist politicization and consequent transformation

of interests exXtends to business as well as to labor. In fact, if this

were not the case, and business were exempt from the corporatist "temptation"
of institutionalized interest intermediation and functional self-governance,

arrangements such as tripartite institutions bringing together the state,
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the unions and the employeérs asscciations would be nothing more than just
another device to control labor and to subject it to the interésts of
business. In this'capacity, however, they would neither be new nor would
they be more likely than other asymmetrical political arrangements to re-
main stable over time and to ensure mutually acceptable economic exchange
and lasting societal integration. For thess reasons, the crucial test, in
thecry as well as in practice, of the proposition that neo-corporatism is

in fact a new type of polity - a polity which provides for the functional
integration of society in spite of private ownership through collective com-
promise and self-government of social groups - will depend, not on the labor

side, but rather on that of business.

II. 'THE RESEARCH PRCBLEM: Business Associations as the Object of Empirical

Research
‘ Above we have established what we regard as a strong justification,

theoretical as well as practical, for studying "The Oréanization of Business
Interests". We have also suggested a broad outline of the content and the
design that research on this topic should take -- 1if sufficieﬁt funding could
be obtained. . This has now occurred and we can confidently pass to the next
stage of ingulry, namely, the specification of a theoretical framework and
an operational research design. Te do this, we must accomplish the follow-
ing three tasks: h

(1) specify the ﬁniverse covered by the notion of "brganized business

‘interests" or "business intereat associations" - (BIAs);
{2) define and operationalize the variables involved in explaining

differences and recent changes in the organizational properties

of such business associations;
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(3) establish a strategy of inqﬁiry which is both feasible and suit-

able for exploiting the comparative method which we regard as
essential to any explanatory effort in this domain.

A topic as broad and understudied as the organization, or better, the
collective management of business interests no doubt requires a great deal )
of prior conceptual and theoretical work before it can become “reseafchable"
- i.e,, subject to systemétic empirical inguiry. This involves, for example,
such controversial items as the nature of interests; the definition of
class, sector and profession; ‘the distinction bétween individual and col-
lective action, and within the latter between informal collusion and formal
association; the motives for éngaging in associaﬁive and/or political action;
even the role of the state in capitalist societies. At wvarious peoints in
the research process, we expect to deal more extensively with these and
other fundamental issues, but here we will attempt to focus as parsimoﬁious-
ly as possible on those directly involving the universe, §ariables and

strategy of our projected research -~ indicating where appropriate (and

usually by footnote)} wheh broader questions are raised or set aside,

II.1. THE UNIVERSE OF ANALYSIS: Business Interest Associations (BIAs)

The universe of analysis can be'géﬁérally définéd as fdllows: a:
subset of formal organizations (associations) which specialize in the
aggregation,_definitioﬁ, advancement and defense of the collective goals
in the political realm (interests}) of a distinct group of producers de-
fined by their deminant position in the economic division of labor undex
capitalism (business). Unfortunately, this. already rather lengthy defi-
nition conceals a much lengthier number:of difficﬁlt choices with respect

to the specific units upon which scme viable strategy of ingquiry must

be built.
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IT.i.1. THE UNITS OF RESEARCH: Associations
The relevant units of research are formally structured and permanent

organizations, most of which have an established constituticnal order and

hierarchy of positions (including the specification of leaders who can speak

and contract for the organization as a whole), a permanent staff for the

administration of crganization activities, a budgetary process for the ac-

quisition and disposition of independent funds, and a specified set of

criteria for the definition of eligible members. This definition would ex-

clude informal arrangements such as price leading, sqcial understandings,
normative coordination, guidance by prominent in&ividuals, etc., which may
suffice for colliective action purposes for the defense of business interests
in scome cases.++ It also excludes some highly institutionalized "encounters"”
among interested businessmen/women which operate withoﬁ£ such formal organiz#
ational attributes as an office, dues, staff, consti;ution, or a designated
leaderéhip structure,

our units éf analysis have a set of purposes or tasks, i.e. the articu-
lation / aggregation / definition / promotion / defense of business interests,

. '

which distinguishes them from other organizations. This, nat because BIAs
alone perform these tasks (other types of organizations may frequently in-
trude into the "interest struggle"} or because these are the only purposes
BIAs have (as we shall see, BIAs are rather likély to get involved in pro-

viding other types of "goods"), but because BIAs are the only organizations

+Better, the primary units of research since others will be worked in at
different stages. For example, individual businessmen/women and civil
servants will be interviewed in an exploratory manner tc obtain their im-
pression of the need for and preferred role of BIAs.

+4 '

Cr at least so thought Adam Smith: "People of the same trade seldom meet
together even for merriment and diversion but the conversation ends in a
conspiracy against the public, or in some contrivance to raise prices.”
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which are gpecialized in interest intermediation. So, for example, orgﬁﬂiz—
ations of businessmen/women whose purpose ls primarily social or recreation-
al would be excluded from our universe, even though they might occasionally
. gat involved in the promotion of member interests and even though scme BIAs
may have "club-like'" qualities. The same holds for associations ("academies"
or_"institutes") devoted to the advancement of scientific and technological
knowledge, even though their activities may be of considerable utility f&r
enhancing business interests, o? be directly sponsored by busipess con-
tributions. State agenciles that authoritatively regulate or promote matters
of great importance to business would also be excluded despite the not un-
heard-of possibility that such agencies can be extensively "colonized" by
business interests or, as we shaii discuss below, that BIAs may acguire
such "private govermmental" properties that they might closely ressemble
state institutions. Political parties specialized in selecting candidétes
and promoting their election {or promotion) to public office are not BIAs
in cur definition; aven where their finances, practices and
policy aétivities are very heavily inflﬁenced by businessmen or women,
Finally, associations of business are distinect from firms or enterprises
of business in that the latter are.involved primarily in the production_or
distribution of goods and services to customers through market exchanges.
The fact that these private firms, cooperative establishments ox public
enterprises may also be quite active in the political promeotion of inter-
ests through their public relations or govermment relations departments
does not make them into BIAs, even if the interests they are defending are
class or sectoral in scope.

- A more difficult problem is presented by associations which are special-
ly invelved in defending business interesgts but have become so involved in

the provision of selective goods and services to their members (marketing,
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bulkx purchasing, wholesaleﬁdistributionf;trafning,'credit provision,.
etc.) that these activities piovide most of their revenues and occupy much
of their time and resources. A fixed criterion for inclugion or exclusion
of such a unit may ge difficult to specify. Even the history of an organiz~
ation (where known) cannot provide'an adequate guide since commercial ac-—
tivities once undertaken as a profitable sideline or a device to attract
members through selective gﬁods may so "take over" that the agsociation
loses its speéialized purpose of interest intermediation. Just as the
line between parties and interest associations has been blurred in the
past, we suspect that the distinction between associations and firms has
become increasingly ambiguous in the present -- not to mention that between
some BIAs and state agencies where in the future it may be virtually im-
possible to distinguish between the exercise of private and public authority.
1t should also be noted at this point that the interests identified |
and promoted by a BIA need not be, nor iikely to be, exclusively those of
members. The fact that an association pursues its own interests gua or-
ganization; that it respects the interests of the state; or that it in-
sistently claims to be striving for the general or public interest does
not disqualify it from inclusion in our sample. On the other hand, an as-
sociation withéut members (e.g. a public relations organization with clients),
or which is controlled by public officials (e.g. a State Marketing Board),
or which acts only on behalf of benefits which will or cannot accrue dif-

ferentially to its members (e.g. the Businessmen's League against Capital

punishment) would fall outside our purview.
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II.1.2, THE NATURE OF "INTEREST": Self-regarding, seif-defining, rational.

Our conception of interest 1ls self-regarding in two senses:

{1) members of business associations are assumed to be interested ex-
clusively in thegr own welfare and are indifferent to that of
others;+ ,

(2) the activities of the association are expected (but need not suc-
cead) to yiéld differential benefits to members regardless of their
effect on cthers.

Of course, some of these benefits are indivisible and inapprcepriable and,
hence, cannot be withhe;d from non-members or even from the general public
(so-called collective goods benefiting some category of inte?ests or public
goods benefiting a whole society). To this extent, one could say that BIAs
ara "unavoidably other-regarding". It might also be useful to peint out
that the pursuit of asscciational interests may invelve the production of
public / collective / selective "bads" -- either by seeking to avoid the
impact of adverse decisioné or developments, upon members or by passing on
the costs and consequences cf decisions to non-members.

Asscciational interests are also self-defined. The actors themselves

-- 1in this case, business assoclaticons and individual business owners and
executives -- are expected to be the best judges of what their interests
"really" are. This need not presume that actors in structurally similar

market positicns will always perceive thelr interests as identical, or that

+But it should be noted that this "non-tulsm” propasition dees not fully
apply in the case of business interests. While we can assume that business-
men are indifferent to the interests of others, e.g. their customers or the
general publilc (protestations to the contrary notwithstanding), it is not
true that their actions are designed "neither to confer benefits, nor im-
pose injuries" (Rawls) on their fellow-businessmen/women. Their condition
of competition cannot leave them "mutually disinterested" in each other's
welfare since each is trying to gain a relative advantage over the other.
For more on how competition among membhersg affects associative action, see
Section III.Z2. bhelow.
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members, leaders and staff of  associations will always agree on the same
course of action - quite the contrary --, but thelr definitions of what
is going on, what is at stake, with whom to ally and what to do will pro-
vide us with our priﬁary evidence about the nature of interests in a
given context. In short, discounting as realistically and prudentially

as possible for rhetoric, dissemblances and misinformation, we wiIl.ini-
tially take affected ana active actors at their word and accept their per-—
ceptions and their assertions about their interests.

Subsequently, however, we may wish to question this assumption for
analytical purp&ses. Based on comparative observations or confirmed em-
pirical findings, we may conqlude that the mcde or organization or action
chosen to defend interests was wrong, or that the theory of sccial caus-
ality or policy consequences used to define interests was lncorrect, or
that the normative standards appiied to evaluate lnterests was distorted
- and go forth. This study will not, in other words, dep;iVe itself of the
capacity f@r critical inguiry inherent in the juxtaposition of cbjective
and subjective definitions of interest and, therefore, will not fall intc
the positivistic trap of assuming that only conscious, articulated ex-
pressions of interests are relevant to political inguiry. It will also
(hopefully) not fall into the idealistic trap of presuming that academic
theory; "the eternal laws of motion of capitalism“ or some political ideol-
ogy can or doestrovide better, more truthful or objecgive, criteria for
assessing actors'. interests -— against which virtually all existing ex-
pressions dnevitably stand condemned as the products of "false conscious-
ness", deceit, stupidity, short—sightedness{ wishful thinking, etc. We
will begin with a sericus effort to understand business interests on theix

own terms, in their own expressions and through their own actions -- and

only subsequently engage ih a critical evaluation of these terms / expressions /
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actions based on comparative study and other empirical findings.
Finally, the conception of interest employed in this project will

asgume (again, initially) that all actors (potential and actgal members,

association leaders and staff, state officials) are rational, or better,

zweckrational within the confines of market processes and existing legal

norms. This is not to say that, even when discounted for search costs,
lack of information, reliance on ideology and "satisficing” impulses, the
behavior of business aééoaiations or of thelr members can be accurately
describgd and predicted by a rational mqﬁel, but that such models can he
used to reveal the underlying structure of action and can provide a theo-
reticai vantage point from which to observe e@pirical outcomes. We hope-~
to develop fa theory of rational associative action" which will specify
such things as why and when individual business firms will engage in col-
lective action; why énd when that action will take the form of a formal as-
sociation; why and when such associations will act in concert with other
associations, even to the extent of forming stable hierarchies of class or

inter-sectoral interests; why and when and for what purpose they will intex-

act with the State, etc.

The theory we shall develop below 1s an effort -- tentative and in-
complete, to be sure -- to provide a framework for answerihg the abov;
queries. The existing'"state of the art" is woefully inadequate for ex-
plaining how business interests are orgaqized and why their associations
vary so much across different sectors of the economy and between different
naticnal contexts. The task such a theory has to perform is ambitious and

complex and, to a certain extent, contradictory. We begin with the assump-
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tion that the organization of business interests is generically similar

to what we call "rational assocciative action" on the part of any cate-
gory of interest {(class, sector, prcfession) in contemporary democratic
polities. We then modify this notion to take into account the particular
proﬁerties of business (and of its wvarious sectoral components) which both
facilitate and make more difficult its aséociative th;ons. The result is
arset of hypotheses about how and why BIAs might be expected ta organize
and act =-- given certain general assumptions about their members-and their
interlocutors. To a certain extent we anticipaté that comparaﬁive empirical
inquiry will substantiate some of these -- but we expect lots of surprisé,sn
Some Sf these may come from‘our initial inability to capture correctly the
logic of asscciative action, but many will no doubt come from the simple
fact that ocur "actors" are also "historical persons and institutions".

as =zuch, they must act in specific (and often unique) social, cultural,
legal and political circumstances which have differed a great deal from
country to country, and their decisions are influenced not merely by ab-
stract measures and opportunities but by quite conorete memories, standard
operating procedures; entrenched attitudes and vested arrangements. We

begin, in other words, with a deductive and ahistorical Problemstellung;

we hape to end with an indugtively enxiched and historically sensitive

Verstehen.

Ir.1.3, THE SCOPE OF INTEREST: Business

The sﬁbstantive scope of our universe of analysis iz established by the
fact that our actors, i.e. the associations, represent (or, better, inter-
mediate} the interests of "business". Unfortunately, this is by no means
a clearly demarcated category in either theory or practice. The prolifer-

ation of ordinary language terms used to refer to individuals within this
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category provides a hint about its complexity: capitalists, employers,

entrepreneurs, patrons, Arbeitgeber, managers, chief executive officers

(CEQ) , investors, oﬁners, industrialists, bourgeois, manufacturers, pro-
ducers and, of course, businessmen/woﬁen. Each of these labels can con-
vey quite a different normative as well as empiricél meaning depending on
the context in which it is placed, The fact that, with the growth of the
so-called "mixed-economy"”, Almost all of these labels may be preceeded by
the qualification of either "private" or "public" obvicusly complicatas
matters further.

The ideal-typical, "compleat" businessman (or woman) who;e interests
are presumably being represented by the assoclations we iﬁtend to study
combines in a single person tﬁe following roles within the division of
labor:

(1) capitalist: owns the property rights to the means of production
and/or distribution and, within the legal or customary confines of those
rights, can disposé of them (capital) and their products (output and profit
as he/she sees fit.

(2) manager: coordinates and controls the existing process of pro-
duction and/or distribution of goods and services by directing the use to
which different factors (capital, land, labor, technology) will be put.

(3) employer: a sort of subcategory of (2) who determines the guan-
tity, gquality and identity of those who will bé recruited from the labor
market to perform directed subordinate tasks in the production / distribu-~

tion process and how much they are to be remunerated for such work.

(4) entrepreneur: organizes de novo the process of production / dis-

tributicn by assuming the risk of combining factor inputs in some novel

way or toward the provision of some novel gocd or service,



42

{3) profit—makex: structures his/her action within the process of

production by the desirxe to obtain the optimal surplus'bf benefits over
the costs of production and/or per unit of invested capital (whether own
or that of others).

(6) private appropriator: captures, accumulates and disposes of

the surplus generated by production/distribution according to own desires,
constrained only by the operation of markets and the limits of the law.

Summing up, the compleat businessman {or woman) risks his/her own

capltal in competition with others (entrepreneur) to acquire property
rights over sufficient means of production (capitalist) to enable him/her
to coordinate the mix of physical factors (manager), and to purchase and
dirept the labor power of subordinate workers (emplover) in such a way

that the unit of production will generate an optimal surplus of benefits

ovey costs (profit-maker) which can be accumulated and put to usas

°

eiclusively determined by him/herself (private appropriator).

Such a compleat businessman hardly exists anymore. These multiple
raoles are rarely occupied by the same perscn and any business associlation
which rastriéted its membership to those possessing all these gqualities
would find few eligible members. Various historical processes'have
fragmented these rolses resulting in their institutionalization in \ dis~
tincet professional tasks {often with correspondingly differentiated
associationsg and/or in the “allocatdon of their occoupants in disﬁinct
departments within larger enterprises (often with. correspondingly dif-
ferentiated perceptioﬁs of the firm's interests).

ﬁone of these roles can be used to define exclusively the cateéory

of actors whose associative interests provide the substantive scope of

our inquiry. Some obviously overlap and we may even be able to detect

distinctive clusters of "types of businessmen", but the possible combi-
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nations and permutations seem extraordinarily vafied.

Business associ;tions have historically and conteﬁporarily recog-
nized this difficulty and have had considerable problems in defining
exactly Who was eligible to join. They have had to consider -- at least
for potential membership -~ entrepreneurs who do not risk their own capi-
tal or who do not aven have equity in the firms whose production'arrange—
ments and geals they are changing; capitalists who do not take an active
role in management (e.g. stock-holders) or even who do not employ workers
(e.g. artisanal establishments); technical managers who have nothing to
do with employment decisions (e.g. finanecial or legal executivés}; aven
the chief executivesof firms wﬁich are not intended to make a profit (e.g.

cooperatives) or whose profit (if any) 1s appropriated by the state (e.g.

publlc enterprises).

The complexity of fhe roles'and role combinations among business as
a social category réises the problem of whose associative action we want
to include when studying the associative action of business. The member-
ship criteria employed‘by the aséociations themselves are of considerahle
interest'as a subiect of research; they are not, however, of much heip in
determining whether or not an association is a business associatlion since
this obviously depends on whether the interests it orxganizes actually are
business interests. A possible solution would be to take as the actors
whose interests are represented not individuals but rather firms or enter-
prises, Business firms have the désirable property of being juridically
identifiable in naticnal company law (give or take some differences and
‘leaving agide the tricky‘iSSues of cooperatives and public enterprises) as
a distinct private entity engaging in production / distribution for profit.

Therefore, the substantive scope of our research would include all interest
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associations (as defined above) which have as members "business firms".+
Now, however satisfying this sclution may seem, it violates one im-

pertant characteristic of business associability, namely that these inter-

est ‘organizations frequently seek to recruit not just representatives of

firms but also businessmen/women as individuals. In many cases 1t is

difficult to determine whether memﬁers join as individuals or as represen-
tatives -- the structure of the dues-paylng arrangement may be a clue to
this since where it 1s based on either the number of employees, turnover
.or installed capital, etc., one caﬁ presumé‘that it is ihepfirm that is
being represented -- but in a few instances, the appeal is openly and ex~-
glusively addresgssed to individualg often prefixed by some differentiating
quality, e.g. Jeunes Patrons, Mittelsténdische,Unternehme¥, Chris£ian Em-
ployers, financial officers, personnel managersg. Where individuals rather
than f£irms are the basic unit of membership,‘wé can however use the position
of those individuals in the formal organizaticn of their firms to determine
whether the association in question is indeed a husiness asscciation.
Associations organizing individuals who occupy administratively subordinate
positions in firms, e.g. a National Society of Chemic;l Engineers or a
nConfédération Nationale des Cadres, will for our purpoges be considered pro-
fessional associations and will therefore not be included in the study.
Assoc¢ilations organizing ogner/operator$oqran individual basis will be in-

. cluded if they otherwise fall in the realm of the study, and so will asso-
clations of managers in chief executive positions unless they turn out

upon closer inspection to be Scientific professional associations orisochal clubs.

Public enterprises and other units of production/distribution under

+
To include peak associations, we would obviocusly also include all as-
sociaticnes whose members are associaticns which themselves have private

business firms as members and/or intended beneficiaries.
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forms of cooperative, semi-public cwnership or management also pose a
problem in defining the substantive scope of our projeét._ Frequently,
the business class within a country has done a triage for us by either
including them as fully eligible members of BIAs or by segregatiné them
out. Given the gcope of such enterprises in some of our countries; the
fact that they a?e often internally structured and cperated similarfy to
private firms; and the fact that they often dompete with such firms in
the market, we should not only include them within our substantive scope,
but devote particular attention to how business associations in different
_countries and sectors have dealt with the problem of public ownership and
of collective action invelving both public and grix;ateaowned firms.
Ii.1.4. " SUMMARY

We can now restadte the universe of analysis from which a research
design must select feasible and appropriate units of inquiry, and for which
a conceptual scheme must specify relevant and operationalizable variables:

{1) 0of all the possible forms that politicai action may take, we are
intereéted in c:oi;aetive action, not individua.l action (by persons or by
firms). Whilst prominent individuals, acting simultanecusly as heads of
large firms and as association officials, may play an important role in
the activities of BIAs, the degree to which this is.the case is in itself
an lmportant structural property of the respective associations. We expect
thls property to vary between countriles and sectors and with the life-
cycle of an association, and we hope to be able to measure this variance
and to explain it with our independent variables.

(2} Withié the realm of collecﬁive action we are interested in that

which takes place within and through existing-functioning formal organiz-—
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ations (i.e. collective entities with a constitution, permanent staff,

hierarchy of authority, .distinctive resources and budéet, specified member-
ship), not in informal or collusive forms of collective action.
{3) 'The assgociatlons which are our primary units of analysis are

specialized in the intermediation of gelf-defined and self-regarding inter-

ests. "Specialization in intermediation” implies (a) that the organiza-
tions are not primarily engaged in producing goods and services for con-
sumers in general or thelr pembers in particular; (b} that they are not
primarily oriented towards 6ccupying and being acequntable for public office.
In shoxrt, they are ngither firms nor parties.

"Self-defined” and "self-regarding” implies -(a) that the scope of
interests and/or the ldentity of interested actors is not "given" or imposed
by other authority; (b) that the objectives identified'and pursued are re-
garded as differentially favorable to the association ahd/or its members.
Complications are created by statutory organizations like Chambers whose
scope and conditions of membership are fixed by law; assceciations which
claim to be pursuing a géneral or public interest but do so in a way de-
signed to favor thair membersL;‘ differentjally (e.g. a League for
National Rearmament); and associatioﬁs which define interests in such a
long~term or broad manner that they include very general public goods (e.g.
an Anti~Communist League). ALl but the last would be included -- Chambers
because the légél definition of their tasks not only usually leaves them
some degree of freedom in detefmining their actual functions but also affects
the task structure of nen-compulsory business associations; and pseudo
general-interest associations because our criterion in including or exclud-
ing an association is not what the association pretends to be doing but- .

rather what it is doing in reality.
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(4) The assoclations that are included in the study are autonomous
in that their existence, i.e. their structures, actionn'and resources, are
determined in large part by their own internal processes of decision, not
by those of the state or by other interest associations. Chambers (of In-
dugtry, Commerce, Agriculture, Aftisans, etc.) are again included for the
reagsons given gbove. Boards, QUANGOS, etc., which are state-established,
often subsidized and usually compulsory, afe not considered to be interest
asgoclatdons and are therefore excluded. BAssociations which are nominally
independent but in fact debend 8o much on the rescurces, advice, members
of another {parent oxr éeak) association that they effectively act as ad-
ministrnti?e subsections of the latter are treated as components of the
larger-ansociation.

(5) ©Of all the specialized autonomous interest associations which

can represent and control (intermediate) business-related interests, we

shall concentrate on those whose members are busginess firmg and/cr chief

executives of business firms. Whether a business association is based on

individual or firm membership, we will‘pragmatically leave to the association
itself, recognizing the likelihood.of diﬁersity across countries and over
time. Associations‘grouping heterogeneous class, sectoral and profeésional
interests in which nusinessmen/women are a numerical minority are thus ex-
cluded, and so are professional groupings which intermediate the intereéts
of upper and middle level employees (dsually as individuals) but not of the
firm as a whole or of business as a c¢lass, e.g. an assoclation of finance
managers or a unlon of design engineers.+

Figure I illustrates graphically the logical process whereby we have
defined the universe of analysis and the dotted lines within its property
space indicate two ambiguous zones: (1} associations which, given thein

_official status‘pr their subordination to other associations, cannot be re-

+ See p. 47a
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)

-+éut what about cartels? Cartels are undoubtedly units of collective action
of firms, they are frequently formal organizations with a constitution,

a staff, separate resources etc., the intarests they pursue are self-regard-

ing, and they are, in our sense, autonomous. We do not think, however,

that they are per se "specialized in interst intermediation”. The notion

of interest intermedlation ilmplies that the interests involved are broader

in scope, more general, and more in need of collective definition and ¢lari-

fication than the interests normally pursued through cartels. Collec- '

tive organizations can intermediate interests - and become a focus of

interest politics - only to the extent that the interests of theifr members

are not pre~astablished, and that cholces can or have. to be made within a

range @ of different interests all belonging in the organization's domain.

On the other hand, we recognize that the line between cartels and (function-

ally more diffuse) associatlons may in some cases be difficult to draw, and :

80 we guggest the following rules:

1. Official, state~registered cartels are generally not treated as
units of research (assoclations) but as elements of the structure of the
industry in which associations act (see below, "Logic of Membership"”, INTERNAL
COMPETITION) . Insofar as there are organilzational relatlonships between
agsoclations and cartels, these are looked at from the perspective of their
contribution to the organizational properties of business associations (e.g.,
financial subsidles) and to the associability of the respective industry.

To the extent that cartels function as regulatory instruments of the state,
their impact is dealt with in the context ot the interaction between business
asscciations and the state (see below, "Loglc of Influence", IIT.3.1. 2., e
100).

2» Entities that are bona fide business associations in our sense may he
temptad for strategic considerations, or pushed by their members, or licensed
or compelled by the state, to assume cartel-like functions (in addition to
the other functlons they serve). These functions are, in our gystéma-
tigue, included amory the "Outputs" of the association as an organization,
and they can be studied in this context. The degree to which business assocla~
tions assume cartel functions, and the way in which they do so, are largely
conditlioned by the lawg against "restralnt of trade". We c¢an expect that
- Observance ~— 0r, as the case may be, circumvention ~- of these laws will be ona
of the main considerations of BIAs in structuring their organizational pro-
perties. "Restraxnt of trade" laws constitute an important part of the "Rules
of the Game" dealt with under the "Logic of Influence" (gee below, p. 91 £f.).

3. A boxderline case is a business association that serves at the same
time as the organization of & registered cartel. The decision whether such
an entity is in fact a business assoclation ~= and thus a unit of research
rather than part of the enviromment of the units -~ depends on whether it
sexves slgnificant intermediary functions in addition to its cartel func-
tions (requirement of interest-political multifunctionality). Normally,
agsociation~sponsored reglstered cartels will, for legal and practical rea-
song, have thelr own, separate organization, and they will thus be covered
by xule 1., abowve.
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garded as independent political actors assessing their own scope of inter-
egts, content of memberé and/or strategies of interaction; (2) associa-
-tions which (however independent as associlations) intermediate the interests
of actors whb are themselves dependent, i.e. subordinate, employees of a
business firm. |
+ o+

Now we can pass tolthe theoretically determined choice of what axe
the variables we need to examine in order to understand “the management. of
business interests" and the more pragmatically informed choice of what is
an appropriate and feasible strategy for comparative research on these

variables.

III. THE VARIABLES FOR M%YSIS
"III.l, THE COMPETING ‘IMPERA'I‘IVES AND LOGICS OF BIAs

Any theoretically informed and empirically systematic ingquiry into
the Organization of Business Interests requires an enofmous aeffort at
‘gather;ng information and transforming it into data. Precisely because
BIAs are such complex and understudied organizations, explaining their
structure, behavior and impact depends on the measurement of a large number
of variables -- preferably over a fairly long time pericd. The paucity of
existing theory makes it difficult to be parsimonious in Ehe éelection of
variables. The variety of motives involved ih business asscciative action
confounds attempts at theoretical_elegance or simplicity. Nor can we con-
fidently sort variables a priori into the usual independent / intervening /
dependent categories. Much of what initially appears as "that which is to

be explained", e.g. the organizaticnal properties of BIAs, subsequently

turns up as "that which is doing the explaining".
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At the heart of the difficulty lies the Janus-like nature of busi-
ness assa;iatiéns in their role.as intermediaries hetween at least two
indépendently constituted, resourceful and strategically active sets of
actors - between firms on the one hand and state agenciés and/or labor
organizations on the other. What is more, these actor.sets can combine
and collude directly wlthout engaging iﬂ intermediation under associaticnal
auspices, for example, when a firm presses the state for particularistic
advantages, or contracts with a labor oxrganization at the enterprise or
firm level. Somehow, the BIA must insert itself into such direct exchanges
of market, authority and contract by offering a “good" at an advantageous
price or quality to its member-firms and/or to state agencies and interest
interlocutors.+

BIAs must, an the ©one . hand, structure ﬁhemselves and act so as to
offer sufficient incentives to their members to extract from them adequate
resources to ensure their survival, 1f not growth.++ Oon the other hand,
they must be organized in such a way as to offer sufficient incentives to
enable them to gain access to and exercisé adequatelinfluence over public
authorities (or conflicting class assoclations) and, hencé, to extract from
this exchange adequateresources (recognition, toleration, concessions, sub-

; +++
gidies, etc.) enabling them to survive, even to prosper. These two

+Admittedly, it is not likely to have to demonstrate continuously its
"price or quality advantage" since resort to using its services may be-
come customary or legally protected over tims. Nevertheless, the possi-~
bility that it can be bypassed or "outsold" by other arrangements should
be an important and salient constraint on the structure, behavior and
impact of BIAs.

**presuming that, since we are dealing with liberal societies, their
exlstence and their funding cannot be simply imposed upon their members
by law, i.e. as Zwangsverbinde. Where such is the case, the organiza-
tional properties of BIAs can be expected to differ significantly.

et . .
Presuming, of course, that in the modern democratic polity, BIAs can-

not simply impose their .preferences on public policy-makers or suppress
the activities of conflicting associations.
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"logics" of exchange we have labelled "the logic of membership" and the
"logic of influence", and our initial orienting hypothésis is that the
crganizational properties+ of any BIA can be wviewed analytically as the
outcome -- usually a compromised one -- of the interaction of these two
logics,

Az 1f this were not sufficient to make the choice of structure, pro-
cedure and activity difficult, BIAs must also attend to two other sets of
contending imperatives, characteristic of all complex service organizations,
In a seminal article on trade unions, Child, Loveridge and Wa.rner++ Have
identified these' as "administkétive rationality" and “repreééntative
rationality", At Ffirst glance, these appear toc correspond (or overlap)
with our "logic of influence" and "logic of membership" fespectively, but
upon reflection this set of polar choices seems to run orthogonal to them.
Administrative rationality, for which we woﬁld prefer the term: "logic of
efficient implementation",+++ relates to the way "that specified tasks or
cutcomes are attained with certainty and - economy" and involves such proper-
ties as "routinization of operation, specialization of functions, direct-
ness of communication and speed in decision-making". It does not specify,
howevar, whether these are applied to the associlation's relationsh;p with
its members or with the gtate. - Representative rationality, which we would

' ++++
call "the logic of goal formation", + seems to correspond more closely to

+ .
To be defined infra in Section 111.4.1.

+
+“Towards an Organizational Study of Trade Unions", Sociology, 7 (1973},
pp. 71-9i%, '

Fobt .
Child et al. elsewhere use the expressicn "the logic of goal-implementa-~
tion ox operational system". '

et
T Elsewhere Child et al. call it "the legic of a goal formation or policy=-

deliberating system".
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our logic of membership only because Child et al. presume that "a.flexi—
bility of operations (sufficient) to suit the needs of different member-
ship groups, a duplication of functions in order -to build checks and
balances.into union control, a multiplicity of communications in order to
allow the maximum posgsible interchange and collaticon of opinion, and a
holding back of decision-making until every viewpecint has been expressed”
can only be attained through "widespread membership invelvement". If we
dissent Emmmthiﬂ@@moéiatic‘ideclagicalggresumption-to“suggest that associa-
tional gcals, especially thoée of BIAs, may be'fqrmed "from above" by ex-
pert consultation and oligarchic domination rather than "from below" by
member deliberation, and that they may be based not just on immediately
perceived subjective interests but also upon longer-term calculations and
projec;ions of ocbjective intefests, then the logic of goal formation may
ot be coterminous with the logic of membership.

Figure II illustrates the orthogonal relationship which we postulate
exists between the two sets of logical alternatives. "Attending" to all

of these would involve an association in four types of activity: Pparti-

cipation for Members, Regresentat;on of Members, Services to Members, and

Control over Members -- each with a corresponding type of modal "good":

golidaristic, public, selective or authoritative in nature. As associa-

tions structure themselves organizationally torprovide only one of these
modal goods and submit themselves to the imperatives of only one logic of
seeial action, they transform themgelves, at the extreme, into another
type of social organization. For example, an association only congerned
with the efficient implementation of selective goods to its members-cum-
¢lients becomes very much like a business filrm. Inversgly, one which only

formulates goals and seeks to have influence by exerting pregsure on public

authorities -- without encouraging participation by prospective benefici-
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aries, or providing services to memberé, or being able to control member
pehavior with respect to state cbjectives -- is close to being a social
movement. BIAs which through licensing or policing acquire the ability
to provide authoritative gocds -- and do not "attend" to other affairs —-
loock very much like private govermments. A club or'Vereinlwould ke an
association only concerned with the exchange and consumption of solidar-
istic goods among members based on a high degree of internal interaction
and concensﬁé about geoals (e.g. fellowship, sharing‘of knowledge for its

own sake, sporting competition, etc.).

We believe that this notion of multiple organizaticonal imperatives
‘and logics not only serves to délimit a certain "space" and set of con-
straints within which interest associations {6f all kinds and not just
businegs ones) must operate, but generates an approprilate typology of
activities which can be usg@ to'classify and analyze the performance of
different associations. Our': most general hypothesis is that, to be

viable, a voluntaristic, "free" association must have corganizational

properties for Aealing to some degree with all of the four realms of

activity, but that specific combinations'of activities are likely to be
emphasizad. In the traditional liberal "pressure group"” literature,

BIAs were considered to bé no different from any other interest group,
and all were considered exclugively active in finding a concensus among
members. by epcouraging their participation and in exerting‘pressure upon
government through independent, but self-restrained, action. A "patho-
logical" version of this (according to pluralists) involved associations,
mostly radical anti-capitalist trade unions, which did not merely find
but forged a high level of consensus around  intensive, "sub-cultural",
class solidarity and then used this mob::'.]_._iéation potential to attack exist-

ing institutions of property and auvthority without regard for "the rulas
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of the game", So-called "husiness unionism”‘cculd be deécribed ;s an
inverse pathology in which workers' associations allow {(or encourage)
participétion and representation to atrophy and‘concentrate upen build;ng
an organization around the ﬁrovision of selective goocds and the acqui-
gition of influence upon the state and their business interlocutors by
selling the compliance of their members -- often at a price which returns
a high profit to oligarchic union leaders.

The public choice perspective suggests that BIAs, even if they are

relatively "priviLegédﬁ in their potential for associative action,+ may
nevertheless have very compelling reasons for developing the provision of
services to. members , both ag selective goods which will attract members
to join and as functional taéks whose performance.can be expected to expand
professicnal staff, cover some fixed overhead costs and, at least in some
cases, generate a profit for associational coffers. Implicitly, this
same set of assumpfions. hints at a second course of action which can
develop memberéhiﬁ density, levels of resources and, hence, crganizational
proPgrtiés . That is t.o ¢ollude with public. authorities in order to acquire some
monopoly good essential - to the survival or prosperity of members (e.g.
certification, licensing, "protection", reputation, jur;dical authority,
and so forth). The commodity it can sell in exchange for such de jure or
de facto privileges is the compliance of members in the form of private
(associational) governance over their behavior within standards or goals
set by public authority.

This is not to say that BIAs can merely pick the goods and sexvices

they wish to. supply - and create automatically a demand for them. First,

in a competitive capitalist econcmy, they must compete with private con-

e " . .
This will be discussed at greater length in Section III.2.9.
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cerns who may be able to offer the same information, protection, training
program, convention service, arbitration, fellowship, whatever -- at a
cheaper pricedtiihouf the associational ovérhead which goes to cover the
representation costs and/or without the constraints of private governance.
‘Second, in a liberal éociety; individuals, especially resourceful, well-
connected businessmen/women, may not be "in the market" for associational
control over their behavior -- even if it is demonstrably in _theirxr long-

term interests. They may choose alternative modes of more opportunistic
interest expression -- individual or collective, Also, the state in such

a society may have éonstitutional or normative reservations -- affecting
thelr legitimacy- with the public == against devolving authoritf upon BIAs

-- even 1if i£ can be argued that it .is "in the general interest" to do so.

In other words, the mix of participation, representation, provision of
services and control over members which any given BIA can acquire (or, better,
should rationally prefer) is limited by the often competing logics of member-
ship and influence.

The different logics to which BIAs are gubject are expressed, among
other things, in the fact that most BIAs have dualistic leadership structures.
The nominal executive head is usually an elected president, chairman, etc.
accountable in principle to the whole membership and in practice to some
representative body. Matters such as staff supervision, budgeting, pro-
gram implementation'and gso forth are usually tﬂe province of a professional
administrator or manager+, who 1s presﬁmably under the authority oflthe

elected top official but who may fregquently play an active, even a pre-

+The extent to which this is a recognized, "titled", professional role
(and distinct career) seems to vary from country to country. The German
"Geschidftsflhrer eines Verbands", or the Swiss "Verbandssekretir" have
existed for some time and can be chosen as a career. The American "Asso-
ciation Manager®™ is a much less distinctive role despite efforts to pro-

fessionalize it and to develop a "science" of it through journals and
other publications.
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dominant role in policy-makiné matters as well, In fact, a substantial
number of BIAs (at least, in the U.S.A.) do away altogether with the pre-
tense of member participation and control over agsociational activities
and are simply adminisfered by professional managers as if they were a
profit-making businesq service firm. Occasionally managers or ménaging
corpofations may even bé simultanecusly responsible for several assodia;
tions. In addition, an unascertainable quantity of BIAs have purely
ncminal elected leaders who devote virtually all of their attention to
the affairs of their own firm and leave all association decisions effec-
tively in the hands of their administrative "subordinates". The inverse
situation obtains when some crusading executive selected by his peeis
founds (or refounds) an associatioﬁ and fuses the policy-making and mana-
garial rolesg by investing his/hér energy in both.

With these e#cepticns when BIAs are,_so—tomspeak, directed by singular
execufives, the multiple imperatives and competing:logics of choice affect-
ing such organizations are likely to find a different reception from their
elected (and presﬁmably transient) leaders and their professiconal (and pre—-
sumably permanent) managers. A frequent theme in the literature on assccla-
tions is precisely this tension between administrative management, permanent

staff and professional experts on the one hand, and nebenamtlich, elected

. ' . - +
leaders, periodic assemblies and occasional committees on the other hand.

+For a good survey of this literature, see Ernst-Bernd Blimle, "Besondere
Flihrungs- und Organisationsprobleme von Verxbénden", ZO. 5 (1980), pp. 243-
246. One aspect of thls tension which is rarely discussed is the role that
status differentials are likely to play. Unlike labor organizations where
permanent managers-staff usually have a higher status (and power potential)
then members, the inverse is true for BIAs. Businessmen-members are likely
to be in command within their respective firms of managers and employees
with roughly the same attributes as association managers and employees.
Except in those countries and cases, where the role has become highly differ-—
entiated, recognized and respected, the former are likely to treat the
latter as subordinates, even when the latter possess a better command of

the multiple imperatives surrounding associative action. This may constrain
the role of BIA management and staff, precisely in domains where trade union
management and staff are most autonomous.
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While it seems highly likely that the former will be more attentive to the
imperatives of efficient implementation, and the latteflto those of goal-
_formation-ﬂ- this is argued, for example, in the Child, Loveridge and
Wafner essay ~-- it is neot éll that clear which of the two types or modes
of organizational leadership will be most affected by the logic of member-
ship and thé logic of influence respectively. Elected part-time leaders
might be expected to be closer to their "constituents" and, hence, to in=-
vest more effort in the creation of consensus; whereas,appointed-profes-
tional managers might be more interested in acquiring the additional re-
sources and security which the provision of authoritative goods and sale
of compliance could bring. Howeaver, some elected leaders might be more
subject to the logic of influence (especially where electoral processes
are not verﬁ gompetitive and where voters are rather indifferent - as
frequently is the case in BIAs) and engage heavily in a statesmanlike
("Burkean") mode of exerting influence over public bodies (especially where
the ensuing public goods could be taillored to benefit differentially their
firms, or where association office can be used to further a perscnal poli-
tical career in other realms). Inversely, the provision of selactive
~goods which requires a close attention to member needs may prove an
attractive device to administrative leaders interested in expandiﬁg their
tasks (especially when their efficient disbugsement could‘open up new
career opportunitieé for them in member firms). Since all the above (as
well as other permutations) seem abstractly possible and motivationally

reasonable, about all we can say is that the selectlion of a strateqy for

developing and preserving BIAs is likely to involve some compromised mix-

ture of these differing logics and that the dualigtic leadership structures

of most BIAs are likely both toc reflect and to exacerbate these difficult

choices.
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One thing stands out immediately when contemplating the "menu” of
existing BIAs in any country: the great variety, multiplicity and com-
plexity Qf organizational forms willingly and caiculatedly adopted by
business in the effort to protect/promote its general and specific interests,
This can be regarded as a rational response Eo the-sometimeslconflicting,,
sometimes complementary logics éf attracting members and exercising in~
fluence, n;t to mention those of forming goals and implementing decisions
efficiently.+ These strategilc choices are, of course, also affected by the

.
emergent properties of bureaucratiﬁ organizations and their attendant
motives of organizatiocnal self-interest (involving goal digplacement as
wall as strategic distortion). Purthermore, we must recognize that the
point of departure —- the nature and characteristics of business interests
~— is itself highly complex, especially‘since the previous role combina-
tion of capitalist, entrepreneur, employer, manager, profit—make; and
private appropriator has become more and more dlfferentiated, profession;
alized, regulated, etc. While the very general categories and structure
of the model in Figure II could fit any intermediary association (that
waz sufficiently voluntaristic and independent in membership recruitment,
goal selection, policy implementation and influence behavior), thelsPaci~
filic values they take on with respect to BIAs have led to an especially

complex amd varied organizatiocnal response. This complexity and variety

iz one, if not the principal} thing we wish to explain.

Beyond explaining why BIAs may be different organizationally from
the associations intermediating the interests of other classes, we wish

to understand one paradoxical aspect of the activity of BIAs; namely,

+Making proper allowance for "lag effects" where existing practices be-
come routinized and, hence, relatively impervious to the sort of new
strategic responses necessary to cope with emergent problems or changing
parameters. ‘
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that despite their greater complexity and variety there. is a markedly

lower level of tension, . discord and conflict among BIAs than among the

-

associations of any other class or status group. On paper and in organi-

~grams, they often appear to bé-overlapping, duplicating, competing and
interfering with each other in the common task of intermediating the same

interests of a relatively circumscribed number of agtors whe, themselves,

possess a substantial capacity for individual political action. At the
national level, théy outnumber worker associatigns anywheye from 3:1 to
15:1 and professional associations by élightly lesser ratios. They are
vastly .more specialized in their interest domains and more articulated
according to territorial scope. This is not to deny conflicts of inter-
est between sectors, between sizes,of ente;prises, hetween regicnal group-
lingé, ete. == just to point to the fact that they dd not usually‘emerge
from the structure of organiéational pluralism in purpose and scope that

is so marked in the asso¢iative action of this class. One is tempted to

refer to some "hiding hand" behind the articulation of the interests of
business as a class which at the same time craftily creates a vast number
and variety of organizational responses while invisibly but concertedly
coordinating their organizational interactions. Inferences by functional-
ist Marxists fhat the_state is gomehow behind it all hardly suffice since
(unlike labor organizations) this is an area where ralatively little
aﬁthoritative éoordination, much less imposition, seems to take place.
(although, of course, the state-created Chambers in some countries may
perform a latent, indirect function in structuring and coordinating the
activities of formally voluntary BIAs.) Even in countries where peak
_associations have emerged establishing a hierarchy of purpose and re-

sources ameng some associations and exercising a not so hidden hand in
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coordinating class interests, there still seems to exist a considerable
amount of voluntaristic exchange, ad-hoc cocperation and shifting alliances.
One reascn why this does not lead to more interorganizational conflict may
be a certain amount.of intra-class deference, based on the differential
gize of the actors involved. Another reason may be the high organizaticonal
gkills and experience of businessmen who are used f£rom their daily work to -
seﬁting up efficient organizatiocnal structures for specified purposes.
Perhaps it is also possible that cooxdination is achieved through an in-
visible network of interlocking directorates and financial connections,

and, no doubt, there exists a sense of prudence engendered by the com-

prehensible fear that any privileged minority must have in a mass, egali-

tarian democratic polity. Whatever is responsible for it -- and our ideas
cn the subject are quite incomplete and tentative -- this paradox of diversity

in organizational structure and coherence in purposive action will be one

of our major and most general concerns.

Moreover, looked at over time as well as ip specific contexts, the
organizational properties of these multiple and diverse associations may
acquire an importance and an existence of their own. "Rationalizations"”,
"conso;idations“, "gimplifications" of the structure of business associa~-
tive action may prove difficult to accomplish, and thé diverse associational
system may be politically sub-optimal in the performance of its principal
tasks of protecting and promoting member interests. Tensions and conf;icts
not expressed between associations may be found within them in the form of
conflicts hetween different political or administrative subdivisions. Aalso
the efforts of association leaders/officials-may not juét reflect ghe pref-

erances of members or goals of public actors, but may affect member actions

and perceptiong and/or authoritative responses and expectations. In this
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sense, the organizational properties of business associations which pro-
vide the central focus for our research are both dependent and independent
variables.

In Figure III we have proceeded a bit further beyond the very general
configuration of variables.in Figure II, concentrated on the logics of
membership and influence, and tentatively specified two models of inter-
est politics: a pure liberal and a Pure corporatist one, inwhich these
logics seem to be compatible and self-reinforecing. In the Liberal case,
members voluntarily érovide individual pelitical support. and participation
as well as information and material support and receive in exchanée a
gsense of group identity and ideology as wel;Aas gome package of associa-
tionally provided selective goods. Theagsociétions,intmrn,provideagg:egated
information and contingent support to state agencies and receilve from them
recognition of-their exlstence and access to decision-making, as well
és some package of freedoms and incentives to organize (e.g. épecial tax
status). The agencies produce public and categoric goods which are in;
directly influenced by associational efforts, but prouvided directly by
the state or its agencies to members and non-members -- hence, the possibi-
lity of free ride?s and the prcbability of a high ratio of non-members to
members, Under this logic of voluntarism, asscociations are autoncmous
from the sfate and cannot coercively coordinate member behavior, Organiz-
ational structures are likely to be weak, fragmented and disintegrated due
to low membership density and limited public facilitation+; elective leaders
and "influence peddlers" of associations are likely to be more prominent

than administrative managers and professional staff.

+

Except for the fact that the development of selective goods necessary to
attract members may result in the growth in importance of quasi-bugsiness-
like activities involving large resources, staff, etc.
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The Corporatist model likewise has three cstensibiy "compatible"
components: (1) an exchange with members based on imperative coordina-
tion of members' behaviocr and provision of menopolistic selecﬁive or
categoric goods; (2) an exchange with authoritiés based on monepoly
recogﬁition and privileged access (incorporation) as well as subsidiza-
tion of resources and the devolution of coercive powars; (3) a more
daveloped, well-instituticnalized and integrated organizational structure
due to higher (quasi=-involuntary) membership densities and greater
public facllitation, and a shift in internal influence from association
leaders to managers, f£rom amateur representatiwes to professional inter-
locutors.

Most exilsting business associations probably find themselves in the
context of neither purely voluntaristic nor puraly involuntaristic ex-
chan@e with members, or in a situation of neither purely autoncmous nor
purely heteronomous exchange with authorities. Neverthess, some under-
standing (however tentative) of the logics involved in such extreme
cases should prove useful as we pass to the specifiication of more con-

crete (and hopefully operaticnalizable) variables.
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IIT.2. THE LOGIC OF MEMBERSHIP

The purpose of this section is to specify a number:of variables which
can on the basis of existing theoretical and empirical knowledge be expected
to affect the associative potential of populations of business actors. The
Variablgs presented in the féllowing describe propertieé of = however
defined - groups of potential members of ﬁIAs; they are not to be confused
with the organizational properties of BIAs themselves. The a%gumption is
that group properﬁies -= "Logic of Membership" variables -- in interaction
with the "Logic of Influence" factors introduced further down condition
and explain the organizational properties of business associations. The
variables listed in this part of the paper have been selected with an eye.
to their cross-national measureability, and an attempt has been made to
keep the proposed indicatorg as simple and straightforward as possible.
We believe that our set of wariables c¢aptures most of the causal relation-
ships we have in mind when we speak of the "Logic of Membership". Other
variables which are less easy to measure on a comparative basis may ailso
play an important role, however, and at the end of this section we will

+

draw attention to some of  them.

+In the following, and throughout the rest of this paper, we will use the
term "sector" to refer to groups, populations, collectivities of business
firms whose properties we introduce to explain organisational properties of
BIAs. It is important to note that the term "sector” as used in this paper
is not identical with the "sectors" in standard industrial. classification
systems (Agriculture, Industry, etc. which are subdivided in YBranches" which,
in turn, are divided in "Products"). The way we use the term, the definition
of sector boundaries - the decision which firms are to be grouped together

to form a population in whose properties we are interested - 1s in principle
entirely a matter of our stipulation (or of convention among participant
researchers). In Part IV of this.. paper, we have desilgnated cn the basis
of the Internatiocnal Standard Industrial Classification four economic "sec-
tors" whose assoclational structure we want to study. In the terminology

of the classification system, these sectors ccme closer to "branches" than

to "sectors" proper, but they are not coterminous with any particular "branch"
since we have deliberately defined them more narrowly.

It.is important to be aware of the logical status of sectors and sec-
toral properties (as described by the variables introduced in this part of
the paper) in the overall context of the project. Sectors are not collec-
tive entities that can develop interests or beccme social actors; rathex, they
are social contexts (environments) conditioning (or at least so we expect)
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III.21. NUMBER
- Definition: Number of independent actors in a given population.

- Hypothesis: - A skawed, U-shaped relation prevails {(cetaeribus paf&-

bus} between the size of potential membership and the likelihood
of associative action. At very small numbers, ;nformal, collusive
collective action is the more likely response. Beyond some thregh-
hold where the returns from associative action become available

to all members of the group regardless of whéether or nat they have

contributed, the likelihood of assoclative action diminishes rapidly

the actions of business firms and their interest associations. The reason
why we have defined sectors on the basis of the International Standard Indus-
trial Classification is that we expect the assoclative behavior of a firm to
be influenced to an important extent by the number, size distribution, com-
petitive behavior, etc. of the firms producing identical or similar products
(product indentity/similarity/proximity being of course the organizing prin-
ciple underlying the standard industrial classification systems). We think
that there is enough prima facie evidence for this to justify our way of
constructing sectors for the purpose of this study. As will be seen further
down {IV., The Design of Research), we have made explicit provision for the
possibility that asscclational structures cut across sector boundaries, indi-
cating that the "objective" structural context of the sector is not perceived
by firms, assoclations, adversary organizations, the state, etc. as providing
a relevant basis for associative action.

When in the following paragraphs we use the term "sector", the correct
meaning is always "sector as defined in the Research Design, belew". There
are, however, two additional meanings which one should. be aware of. First,
some of the sectors we have singled out for study are internally highly hete-
rogenaous ~ like "Chemicals” which consists of Industrial Chemicals and Pharma-
ceuticals, or like Food Processing - and it may make sense to treat them as
separate subsectors rather than one aggregate sector. Dividing a sector in
subsectors is advisable whenever the contextual properties of subgroups of
firms belonging to the sector differ:significantly from the contextual proper-
ties of the total group. In such cases, attempts should be made to measure
the Logic of Membership and, if applicable, the Logic of Influence variables
not only for the total sector but also. for its relevant subsectors,

Secondly, "sectors" and "subsectors" can be defined not only objectively -
on the basls of product identity/similarity/proximity as in the standard in-
dustrial classification systems - but also subjectively by associations in
demarcating thelr "interest domain"., The "objective population" of a sector
or subsector may be ldentical with the "subjective population" of a parti-
cular associlational intarest domain; in most cases, however, this will not
be the case (see below, IV.1.1.). &s we have pointed out, the aggregate
properties of objective (sub-)populations can be used to predict the struc-
ture of the associational system (the population of associlations; see below,
III. . .) representing interssts from a given (chjectively defined) sector/
subsector. The same variables that describe the aggregate properties of
objective populatlons can in principle be used to describe the "subjective"
(sub-)populations of associational interest domains; in this function, they
may explain the structural properties of individual associations. While it
may not always be possible to measure the properties of associationally de-
fined deomain sectors with the same accuracy as the properties of objectively
defined economic sectors, we believe that the variables listed in the present
section, when conceived of as properties of domain populations, do have a
strong impact on organisational properties and should therefore be ascertained
as completely and reliably as possible.
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until it approaches zero for very large potential groups.

- Operational Indicator: Number of firms existing within an indus-

trlial sector (however defined). A problem is pdsed by firms with

saveral plants of which only some operate inside the sector. In
practice, the decision whether or not a glven production unit in a
particular industry is to be treated as a firm belonging to éhat
industry will have to be left to the respective natlional statistical

office.+

III.2.2. EQUALITY

-~ Définition: Extent to which resources held by members of a popula-
tion and. potentially disbosable for supporti.of associative action
are equally distributed.

- Hypothesis: Where resources are very unequally distributed -- say,
between cne iarge leading firm and many egually small ones -- there
will be a strong temptation for the dominant actor "to go it alone"
in direct, unintermediated acticn. Where there is a less extremely
skewed distribution, larger actors are able and may be willing to
pay a disproportionats share of the costs of assoclative aétion,
thereby subsidizing the membership of smaller, less endowed members
for purposes of the appearance of greater representativity. Groups
of actors with approximately equal resources to contribute will be
the most difficult to organize.

- Operational Indicators: Tﬂe degree of EQUALITY in a population of
firms can be measured in terms of both output and emplcéed labor.

We suggest to use both measures, providing for the possiblity that

the two may tap different aspects of EQUALITY. A simple indicator

+ More details on the operational indicators and the level of measurement are
given in the various Appendices to this Regearch Design. ‘Operational indi-
cators for the "Logic of Membership" variables (III.2) can be found in

Appendix c¢.
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is the proportion of total output accountad for by the largest:

£irm (four largest firms). COnVentioﬁally,,iE’the largest firm.

accounts for more thaﬁ fifty per cent of a sector's output, onel
speaks of a3 "dowipant f£irm®. If the four largest firms together
account for more than flfty per qent, one speaks of a "group: of
dondnant fmrms".+ ?he same indicators can be calqulated for

for employment EQUALITY."™

This measure has been squestad to us by Udo ?taber.

Tha deqree of EQUALITY between the firms in a glven gactor can be calculated
not only in terxms of their ogutput thhin that- sactcr& ‘huk. alE0~r
in terms of their total output, The two- ‘measures --differ to 'the S
extent that firmsg have smgnificant interasts ln more than one sectox, We
expect that the degree to which firms are part of multi-sactoral, horizontally
integrated conglomerates affects their attitudes towards and thelr participa-
tion in sector-gpecifilc collective action. For ‘one part, thie may be due to
the effect of extexnal interests on internal EQUALITY, flor another part, it
may have to do with the diversity of the interests of the regpective firms.
Thus, one could assume that the higher the number of sectors to which a f£irm .
"belongs, the lesg it feels dependent on the fate of any one of them (risk
diversifiication), and the less likely it lg to participate in sector-specific
asgoclative action. Likewise, business firms with diversified multi-sectoral
interests which do join a sector-specific association could perhaps be expectad
to be more difficult to control by it than firms with sector-concentrated
interests. On the other hand, much depends .in this respect upon the organi~
zational structure of multl-seatoral firmg, in particular, on the degree of
autonomy they grant thelr subsidiaries in determining their interests and-
thelr poliay. Fox this reason and because of the dlfficult measurément pro-
blems ralsed by cross-sectoral integration of filrms, we have not included
the presence of conglomerates among our variables. However, we urge the
national researchteams to be attentive to the possibility that conglomerate
control over sectoral production units may influence sectoral assoclative

action, and that conglomerate firms may pose specilal control problems to
sector-specifia asgoglations, :
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COMPETTTTON

Definitién: Extent to'whiCh.aatOQSIare aonstrained in determining
‘their rates of exchange with.bthers‘by othek actézs producing;(re-
quir;ng) the same or substitutable goods and - trying £0 sell then
to (buy them from) the same customers (suppliexs) - Competition
may be eitﬁer internal ox exﬁernal. Competition ie intexnal if it

takes place between actors belonging to the same population; it is

‘external if it tékes place between actors belonglng to one popula-

tion and other actors belonging to anothex.

IXI.2.3.1. EXTERNAL COMPETITION

Hypothesia; A group of firms in competitbén With flrms outaide

the group 1ls mora likaly to engage in asscclative action than a

- group not in such competltion.
'Operational~rndicatoxs:‘ "Other groups" could consist of firms

producing substitutahle products or of firms producing the same

pro@uots bﬁt.located in a different interest domain. We will con-
L | .
cantrate here on the segond case and suggest measuring external

competition by the degree of forelgn competition.' As indicators,

wa propose to use. (1) tha‘dmmestiu'market ghare of foreign‘producers

in the market(s) for which the filirme in a particular industrial
gector prodice (measuxlng the competltlve pressure Erom abroad);

(2) the rate of changa in the market ghare of foreign producers

over the last filve years (expxessing regent changes in the need

for associative action on the part of the domegtlic firms); and (3)

" the perdentage of the total output of domestlc Fime that is sold on

forelgn markets (measuring'the extent to which firms might need

* Product substitution ig partly included under PROFITABILITY_and GROWTH, below,
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to work bogether to get efféctive politicél and economic protec-
tioﬁ from thelr nationa; gﬁvernment’for theix operations abxoad).‘
111.2.3.2. INTERNAL COMPETITION |
- Hypoﬁhesis: Firms in a'competiﬁiVe situation‘cgn expect high re=
| wards from gollective (associétivé) agtion, If they sucéeéd in
coordinating their behavior and in estéblishing effective g}oup
”discipline,‘they all sténd to gain.  On the other haﬁd, even
greater gailne can be made by free-riders and free-~booters (flrms
not contribut;ng to the costs of collective action but taking ad-
:vantage of i£ éng@ay) o; firms contiﬁﬁing to behave¢nacompetitors

in areas in which the others have suspended competition through

collective agreéement andldiacipliﬁe). The greater the competitive

advantage over other firms accruing to those who refuse to parti- :

‘cipate in cooperative action =~ ﬁp to.and including the elimination

of "suckers" from the market -- the less liksly it is that asso- |
\
|
\

gliative actlion Qill ééke place or that iﬁ will persist; (Or, put
otherwise, the dreater are the demands on tﬁe control and. sanction-
ing wapacities of assovclationsg.) 'This_hélds'despita tha fact fhat,
in the long run, all firme mi&ﬁt be better off from coneratioﬁ
(less risk of eliminaﬁion, higher average profits) .
- Qperational,lndiuators: Tﬁe‘cdncept.of,(internal)'COMPETITION'bas

a laxge number of aiffexent'dimansidns which cannot be exﬁressedv

) by one sgingle, comprehensive méasure; Various asPects of CQMPETij
TION are tapped'by othér,vériables in £his ligt, in particular
EQUALITY, IN'I_'ERDEPENDENCE, HE'I‘EROGENEI’I‘Y , and TURNOVER., The rela-

| tionghip of these wvariables to the concept of COMPETTTION will be

discussed below when they are introduced. (As fér as BQUALITY is

concerned, the "dominant firm(s)" indicator. is fre@uently uged asg
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a measure of the ability of individual firms to dictate other part-~
icipants 1n the market their behavior.) An indicator of internal
COMPETITION covering a dimension that 1s not covered by the other

variables mentioned.is the existence of state-reglstarad cartels in

the sector and the proportion of production that is cartelized., It
is diffiéﬁlt to suggest a priori how carte;ization:and associative
actién rélate to éach otﬁefm(s;e p: 47, abové). Neverfhéless, it
can be expected that whether or not an asscociation's potential mem-
bers have been able, perhaps with the assistance of their associa=~
tion, to limit or suppress internal competition has consequences
for the organizational form of their associability, and as much
information on cartelization should be collected as available.

As another indicator of internal competition, we suggest to

use the existence of overcapacity. The "capacity" ¢f an industry

can be defined as the level of output it is able to produce with
its present manpower and equipment. Overcapacity exlsts if this
ocutput exceeds demand to such an extent that market prices do nct
cover the costs of some or all producers in the industry. While
productive capacity may be easy to assess for an individual plant,
it is difficult to estimate for an entire industry. A possible
solution may be to rely on predictions of the development of demand
in the medium term future (e.g., the next five years). I£f demand
1s expected to contract, or productivity increases are expected
to exceed increases in demand, the industry will have to rgduce
its aggregate factér input, and this can be taken to mean that

at its present capacity, the industry is oversized. The conse=
quence will be increased competition, a decline of employment and,

other things heing equal, a reduction in the number of competitors.
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INTERDEPENDENCE
Definition: Extent to which the members of a population engage

in exchange with each other rather than with outsiders.

Hypothesis: = Actors have a choice to associate  with each other on
one of two logically exclusive bases: on thebasis of identity or on the
basis of complementarity (of intérests, resources, ete.). Social rela-
tlions hased on identity and social relations based on complementarity |
both entail specific gratifications but may. alsc glve rilse to specific
gonflicts of interest. Actors with identical resources may find them-
selves in competition with each other when they try to engage in ex-
change with third parties holding ccmplementary resources. Actors with
mutually complementary resources may find themSelves in disagreement-
over the “teims of trade” under which they are willing to efichange
their resources. In so far as associatiqné of business firms have as
members firms which try to market i@éatical resources (products)

their ;entral organisational problem is to reduce competition among
thelr members (both to méke collective action possible in the first
place and to improve the position of their members as a group in rela-
tion to other groups with which they trade). Businesé assoclations may
also include firms with complementary resources which engage in trade
with each oﬁher; in this case, thgy will be less concerned with compe-~
tition = although at each step in the chain of production some compe-
tition between a subset of firms will remain - than with the regula-
tion of the terms of trade between interdependent firms. We believe
that asscciations whose constituents are in this gense highly INTER-
DEPENDENT will exhibit different organisational properties than asso-
clations of firms that are unrelated by mutual exchange. We are not,
however, able to specify this  hypothesis. Our suépicion is that
the influence of INTERDEPENDENCE upon organisational properties is at

least partly conditioned by the state (anti-trust laws, attitude towards
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collective Selbétverwaltung, etc.). Apart from this, we would expect
that the higher the degreemto‘which:fifméhiﬁ a parﬁicular industrial
sector (however defined) buy their supplies from and sell their pro-
ducts to each other, the easier it is fior actors strateglcally located
in the internal exchange network to persuade othér actors to jein in
associative action. Purthermore, highly interdependent sets of firms
may develcp a common interest in some kind of'seif—organized (associa-
tional) adjudication of internal conflicts over terms of exchange;
this interest may be more likely to give rise to assoclative actien
than other common ' interests. Moreover, materiﬁi interdependence
permits informal economic sanctions against free-rider and free-booters.
It should ke emphasized, however, that these hypotheses arehighly ten~
tative, and that in reality the effects of INTERDEPENDENCE ma§ vary
from country to country depending on the political~legal~-instituticnal
context.
INTERDEPENDENCE relates to COMPETITION in that firms which

sell their output to each other are not competing with each other

to sell their cutput to a third party. In this sense, internal

exchange reduces internal competition, and exchange and competi-

tien are mutually exclusive modes of interaction. High,inter—

dependence thfough internal exchange within‘the‘same group makes

the competitive exploitation of collective cooperative action less

profitable and, therefore, less likely. ‘In a group of firms sell-

ing their entire output to cutside customers, there is a considerable

temptation for each firm during a labor conflict to sign a separate

agreement with the union or to refiuse to participate in a lockout.
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However, if a large part of a firm's output goes.to firms hit by
the same strike or cooperating with the lockout, the oppeortunities
the firm can hope to exploit throuéh.nbn-solidaristic behavior
are considerably reduced.

~ Operational Indicator: The percentage of a sector's total cutput
that is sold te firms belonging to the zector. A posasible source
might be econometric input-output matrices representing the struc-
ture of a country’s economy. It is important to be aware of the
passibllity thgt INTERDEPENDENCE may be widely different for differ-
ent subsectors within a given sector (e.g. 1t may be high for indus-
trial chemicals and low for pharmaceuﬁicals both of which belong to
the Chemical Industry). In suéh cases, computing an overall value
for the entire sector may be iﬁappropriate, and it may be necessary
to discuss the influence of INTERDEPENDENCE on assoclative action
separately by subsectors.

IIr.2.5. rI:'IE'.'E'E'.'ROG}':‘.I\]EI’I‘Y

; Definition: Extent to which firms in an industrial sector (however
defined) perform different transformations of factor inputs into
different product outputs.

- Hypothesis: Heterogeneity is probably related to associative
action in a parabdldéc rather than straight line manner. Firms
which effect standardized transformations of ildentical -waw materials
into interchangeable products are likely to be highly'competitive
and, hence, tc have serious Prisoners' Dilemma problems. Firms
wilith a very hetercgeneous product mix and with widely differing

ways of exploiting labor, land, capital and technology will have
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level, similar transformation of input factors may combine with a
diversification of output products and/or markets to encourage
associative action. In general, high product heterogeneity may
engender high horizontal differentiation of associational systems
into product-specific associations.

- Operational Indicators: Very difficult to find. heterogeneity of
products is obviously higher in pharmaceuticals than in industrial
chemicals, and lower in coal mining than in car manufacturing. But

| 3
devising a measurse thatj:qually valid for all industries seems im-
possible. For example, what about custom-made products like houses
and bridges or certain machine-tools, or branded products like in

food processing? As to heterogeneity in terms of factor transforma-

tions performed, a possible indicator is the standard deviation in

the size of firms in the industry (measured by employment), expressed

as a percentage of the average size (Coefficient of Variation}.+

The ldea is baéed on the assumption that small firms have a different
organizational structure and use different technologies than large
firms., The greater the variation between firms in terms of size,

the more hetercgeneous the industry can be assumed to be in terms of
organizational structure and technology. A second, similar measure

is the coefficient of variation in labor intensity.

Product HETERCGENEITY relateg to COMPETITICN in that 1t creates
specialized submarkets with limited numbers of participants. Pro-
duct differentiation may be, and indeed frequently is, a strategy
used by firms to sidestep competition by creating specialized mar-
kets in which they enjoy a competitive advantage. Everything‘else
being equal, sectors with a high variety of outputs should be less

competitive than sectors with homogeneus, uniform outputs.

+To compute the standard deviation, the distribution should be broken
down in as many categories as possible to preserve the maximum amount

of information.
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TURNOVER

Definition: Extent to which the members of a popuiation disappear
and/ér are replaced by another over time.

Hypothesis: Inteiaction between actors in popu%ations with low
turnove¥ permits reiterated efforts at finding a viable cooperative
solution and entails lower transaction and discovery costs. Also,
new members of a group tend to be less socialized into its values
and frequently carry with themselves the interest perceptions of
the group from which they came. Actors newly moving int? a group
may need time to settle down and to identify their interests wtih
those of the 'group. Members who have jeined a group only recently
may not expect to stay for long and may therefore not be prepared
to take part in associative action for long-term collective (cate-
goric) goods.

Operational Indicators: The coneept of TURNbVER refers to two dif-
ferent processes: that of new members.joining a population, and
that of old members leaving it. Increases in search costs for
associlative action and decreases in collective identification and
group consciousness are primarily related to the first process.

We propose, therefore, tolexpress TURNOVER in populaticns of busi-

. ness flrms by the number of firms at time T, which had not been

part of the population at time Tii"in per c¢ent of the population

: + s as
at T, (rate of entrance). The indicator measures the proportion

——erid

of the population at the present time who are new members. If at

+A problem 1s posed by mergers. While firms formed through a merger had
not been in existence at T,, thelr predecessor firms had, and thus their
emergence will probably no% make associative action more difficult. The
example shows that changes in the total size of firm populations have to
be interpreted with caution in our presant context.
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all, data on new firms should be available on a yearly basis, with

the difference between T, and T

9 L being one year. An optimal indi-

cator.cf TURNOVER, then, would be +he -avarage yvearly rate of entrance

of new firms over ten vears; thls would seem to be a long encucgh

period to eliminate cyclical influsnces. If fiéures ara not avail-
able for every single year of a’given ten~year period, the average
should be computed on the basis of as many years ag possible.

TURNOVER relates to COMPETITION in that the extent to which
the membexship of firms in a given industry _‘cha.n‘g.es ; may be indicative of
the competitiveness of the industry. This applies to the,réte of
entry as well as to the "mortality rate”. The relative number of
new ﬁirms in an industry during a period Tl/TZ can -be interpreted
as indicétrng the ease of access to the particu;ar market. Every-
thing else being egual, an inéustry in whi ch market access for
new firms is easy, is more competitive than an industry in which
market access {s difficult. In this sehse, TURNOVER is a measure
of competi.tion.+

Mortality rates among firms are also indicative of competition.
Industries are competitive to the extent that firms have to face
the possibility of being driven out of the market by their compe-
titors. This aspect of cémpetition can bheg measured by the rata of
bankrupcies. Data on bankrupcies will most likgly be available
on a yearly basis. The vearly bankrupcy rate is defined as the

number of firmsg in an industry which go bankrupt in a given vear,

as a percentage of the firms which had existed at the beginning

+The relative sase of market .access 1f frequently measured by capital inten-
sity. Industries where high capital inputs are needed are less accessable
to newcomers than industries with low capital intemsity. We propoge to
measure market acvess directly using the number of new firms rather

than indirectly using capital intensity.
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of the zear.+ " The indicator measures the proportion of the firm

population at the beginning of the year which have collapsed during

the year. Again, we propose to calculate an average ratio for ten

Cyears, using as many yearly. ratios as are available.

+

PROFITABILiTY AND GROWTH

Definition: Yearly rate.of return of capital invested, yearly rate
of increase in sales. PRCFITABILITY and GROWTH are subject to long-
term and short-term fluctuations. Longer-term PROFITABILITY/GROWTH
depends on an lndustry's stage in the product cycle; short-term
PROFITABILITY/GROWTH are determined by the industry's sensitivity

to the BUSINESS CYCLE.

PRODUCT CYCLE

‘Definition: Extent to which the market for a particular industfy

is expanding, stagnant or contracting in a longer~term perspective.
Hypothesis: Firms in dynamic sectors with expanding markets should
have relatively little need for associative actilion. On the other

hand, when forced to respond collectively to labor militancy or

~government regulation, relatively low competition should make it

easy for them to associate. Firms in stagnant sectors may heed asso-
ciative action more -- e.g. to mobilize public protection -- but
may algo find it more difficult to accomplish due to higher compe-

tition. Firms in contracting sectors may find it necessary to en~

‘gage in collective "management of decline, perhaps in cocperation

with the State. Attempts at joint reduction of productive capaci-

+ , .
Note the difference to the rate of new entries which is percentaged

on the basis of T..

2
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ties throw up considerable "Prisoner's Dilemma" problems and require
high contzol and sancticning capacities on the p;rt of assowciations.

-= OQOperational Indlcators: Measures of lenger-term econcmic performance,
in particular:

{1}y relative prpfitability as compared to natidnal average,.197o-19803
(2) average yearly rate of growth 1970-1980, discounted for inflaticn.

B BUSINESS CYCLE |

- Definition: Extent to which the ma?ket for a particular industry
‘ig subject to short-term fluctuations.

- Hypotheéis:‘ The more susceptible an ;;dustry is to short-term busi-
ness fluctuations, the more it will tend to resort to collective
action in order to stabilize lLts market through public/éolitical
intervention (anti-cyclical publiclpolicy measures). On the other
hand, the stronger the cyclical.changes in the economie situation,
the more difficult it may be to build up stablé associational struc-
tures and tp achieve comprehensive organizaticn.

- Operational Indicators: Measures of variation in economic perform-
ance over a longer term, in pafticular:

(1) relative susceptability of profit rate to cyclical fluctuation,

1270-1980;

{2) coeffiéient of variation in average yearly growth rates discounted

for inflation, 1970-1980;
(3) coefficient of variation in number of yearly bankrupcies, 1970~

oo
1980 (see above, TURNOVER),

+Long-term and short-term changes in employment - which could alsc have been
used as a measure of GROWTH - will be introduced below in connection with the
relationship of BIAs to trade unions. We believe that for business firms,
changes in emplcyment, unlike changes in profit and growth, are not impoxr-
tant by themselves but only in so far as they have consequences for thé
character and content of a firm's industrial relations.
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IT1I.2.8. SOCIAL CCOHESION

; Definition: The extent to which the members of a population main-
tain with each other diffﬁse ’rather than or in addition to
specific social relatiénships; the extent to" which they'
interact with each other on the basis of ascribed rather than‘cr in
addition to achieved social roles; the extent to which they engagé
with each other in primary, face-to-face interaction rather than ox
in addition to interaction through impersonal, secondary systems;
and the extent to which they share a et of particularistic common
values and "views of the world” clearly distinédishable‘from
those of other groups.

- Hypothesis: Owners and manager of économic interests which share fre~
quent {(past or present) soclal interactions outside their purely eco-
nomic transactions will know sach other better {hence, lower discovery
costg), meet each other more frecuently (lower transaction costs),
trust each other more, develop a seénse of solidarity with each other
and, hence, find it easier to engage in specialized associative
action -- except in the limiting case where socigl interactions are
go frequent, comprehensive and multi-purposlve that no formally dif-
ferentiated organization for interest intermediation is necessary.

- Operational Indicators: Easily measureable indicators of SOCTIAL
COﬁESION for cross-naticnally and cross-sectorally comparative pur-
poses are difficult to find. Indicators which come close to tapping
specific aspects of SOCIAL COHESION among bhusiness populations are:

(1) the percentage of the firms (of the capital installed) in

an industry which are (ig) under domestic, as opposed to foreign,

ownership =-- the underlying assumption being that SOCIAL COHESION
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tetween domestic and foreign owners/managers is lower than among
domestic owners/managers;

(2) the percentage of the firms {of the capital installed) in an

indugtry which are (is) under family ownership and which are ma-

naged by thelr owners -—- the assumption being thap, evarything
else being equal, family ownership/management provides a basis
for diffuse, ascription-based, ideclogical, value-laden, solida-
ristic relations between what would otherwise be a set of ficrmal.,
imparsoné;, impersonal, rational oxganizations;

(3} the degree &f the industry's terrxitorlal concentration, measured

roughly i terms of the pércentaga of the total number of firms

cperating in the single largest area (province, Land, dépgitement,

etec.} of production -- the assumption being that the less territorially

dispersgd an industry is, the higher is the density of interaction
between its owners(managers), and the lower are the discovery costs
of finding common interests.

There are other aspects of SOCIAL COHESION as well which one
might want to include in the research but which are too difficult
and too costly to measure in a standardized way.cross-nationally and
crogs—sectorally in the context of the present research. For example,
SOCIAL COHESION amoné a given group of owners (managers) of business
enterprises can be asgsumed to increase with the proportion of group

members who are related by marriage; who share distinctive social

+Territorial concentration/dispersion is generally one of the most importént
factors conditioning collective action. In the case of business interests,
one could argue that firms differ from other actors in that thay have Qon—
siderable resources at their disposal - such as telephones, telex, business
cars, etc. - which can easily compensate for spatial d%stance. on Fhe other
nand, this again may vary with the size of firms and with the relative costs
for them of using technical means of communication. The main resascon why wg
have not made territorial concentration/dispersion one of ouxr ?entral varigw
ples is that it probably correlates highly with the NUMBER of f£irms.
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characteristics (minority race, religion, langﬁage); who have attended
similar educational institutions; who participate in other associa-
tional activities such as clubs or charities; or who share a sense
of distinct social identity based on membership in some historically
defined collectivity, especially one subject to discrimination, ax-~
pleitation, scape-goating, persecution, and the like. While it 1is
not feasable for us to devise comparative measures f&r each of these
factors contributing to SOCIAL COHESION -—- if we tried to, ocur
project would change into a comparative study on the structure ;f
(business) elites in different countries and sectors -- research
teams may "accidentally"” make observations durxing the course of
their work on asg@ctsﬂpfmgoczA;_QQHESION“thatWStand‘ih_some obviocus
rglationshig_qit@_the structures of formal associability (patterns
of intermarriage, religious group affiliation, etc!ii dbservations
of this kind should,. whenever possible, be recorded and brought

to the attention of other participants who might be stimulated by

them to search for similar phenomena (or to ask for the influence

of the absence of such phenomena) .
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III.2.9. Concluding Remarks on the Loglc of Membership

An attentive (and retentive) reader of the foregeing speculations
on the logic of business association membership will have remarked a
certain confusioﬁ;Aof,“bétter, puzzliﬁg quality about them, They imply
that it is both easy and difficult for business firms to engage in associa-
tive action. Offe and Wiesenthal in a recent paper argue persuasively
that business is -- in the public choice sense of Mancur Olson et al.--
a "privileged groué“. Schmiﬁter and Brand in their paper, alzo presented
at. our Septembér 1§79 meeting, place greater emphasis on the difficulties
business interests must overcome in order to act toéether in the formal
defense/promotion of their interests. 1In the course of our research,
we intend (and we invite our collaborators to do likewise) to make crea-
tive use out of thesge differing ‘perspectives/evaluations.

What it comes. down to largely is whether the general or the specific
characteristics of business as a class, sectorn branch or product are moxre

important with respect to the logic of membership. Seen genérally,.and

in comparison with the agsociations of cther classes and‘proféssions,
agpecially in comparison with those of workers, business shbﬁld logicaliy
have an advantage in the ease and costs with which permanent and effective
organizations caﬁ be éstablished and sustained to intermediate its interests.
Itsg smaller number, (perhaps) ;esser dispersion, greater inequality in

resources and intensity, lower turnover, multiple social interconnections ==
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all assist it greatly. Only the relative absence of outside sponsorship
{although business interests have raceived, frequently and deliberately,
help from the state), the relatively low degree .of historical identity
and the relatively attractive presence of individual écgionuor alterna-
tive modes of collective action detract from that organizationally
privileged status.

Seen gpecifically in terms of the properties that differentiate

huginess from other economic or soclal categories} its position locks
much less privileged. Most impertantly, business firms are much more
competitive with sach other (and slogans such as "monopoly capitalism"

do npt significantly detract from that fact), but they are also more
diverse in their organizational formats, heterogeneous in their produc-
tive activities, wvaried in their capital intensity (although_the dispa-
rities in interests between. highly skilled and unskilled workers- are
somewhat analogous} and vulnerable to product cycle effects (althougﬁ the
business cycle definiteély has had a greater and more differentiated effect on
workers thaﬁ employers, at least until the advent of the comprehensive
welfare state). The presence of underlying mechanisms for business co- '
ordination and concentration in property ownership mitigate against the
above disadvantages -- a bit in the way the help of outside church, party
and state institutions sometimeg helped in the associability of otherwise
dispefsed, numerous, diverse wuorkers and peasants. Finally, the very
success. with which their indirect opponents -- workers and; more recently,
consumers -- overcame their general status of being organizationélly
underprivileged though heavy reliance on collective identity and ideqlogy
led to a co;lective perception of class antagonism which, in turn, induced

businessmen/women to overcome their specific status of being organizationally
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underprivileged. In such cases, the Offe-Wiesenthal, Schmitter-Brand con-
trast is resolved in a dialectical process culminating inlhiqh levels of
organizational capacity for a wider set of collective actors. Fortunately
for our research purposes (if'not for the actors involved), this genomorga-
niserad outcome has not keen attained everywhere by everyone, So we ¢an
still use the differences within and across classes/ sectdrs/profassioﬁs,
and countries as the hasis for comparative inquiry.

It ié also important to stress that an evaluation of this theoreti-
cally grounded difference of opinion about the more or less “prtvi;eged"
nature of BIAS hinges on what oxganizational properties are considered and
weighed.. in the analysis. If mere density of membership is used as the
indicator of associational success, then BIAs win hands-down over almost
any'other interest category (that is not compulsorily organized). If the
level of member contributioﬁs (individual or aggregate} is used, the result
is less clear.. Firms obviously contribute more money in absoluté terms to
associative action, but considered as a proportion of disposable income
they probably contribute much less than, say, workers. In addition, cne
would have to take into account the.qﬁantity of non-monetary and non-remu-
nerated contributions, which may be greater =-- especially in periéds of
mobilized action -~ for workers' and even professional associations.
Pinally, 1f one’s indicator . of associative action swings from contribu-
tions (input) to conformities (output), f£rom what members give to an asso-~
ciation to how much they obey its commands ang recommendations, then Bias
are likely to loock a great deal less "privileged" -- except, as suggested

above, in the genomorganiserad context in which a substantial amount of

private governance over interest politics has been "built-in" within and

across classes/sectorg/professions and even status or policy groups.
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III.3. THE LOGIC OF INFLUENCE

The ﬁlogic of iﬁfluence" is much more difficulf to analyze a priori,

even to describe a posteriori, than the preceding "logic of membership”.

Not only is ﬁhere an immense and inconclusive literature on the influence
of organized interests upon policy processes, but most of that literature
with its emphasis on "pressure", on "statelessness", on policy as a
purely dependent outcome is of dubious relevance. In it, references
abhound to such things as "the rules of the game”, "access", "the insti-
tutional framework", "political culture", etc. but these remain vaguely
delimited, ad hoc forces which affect the organizational properﬁies of
interest associations'in unspecified and unforeseen ways. While the
notien that "policy determines interests" has supplemented (but not sup-
planted) the more traditional obhservatlen that "interests determine
policles", this causal inversion has not been submitted. to systematic
theoretical scrutiny within the pluralist tradition. Olson's treatise

on the Logic of Collective Action has provoked a conceptual and theore-

tical revision with respect to the previous agsumptions about common

interest and spontaneous group response+, but the equally subversive

thought that the structure, actions, intentions of public (and some pri-

vate) authorities might be influencing the organizaﬁionél prépérties of assc-
cliative action, and not Jjust be the outcome of that action,has attracted

much less attention. The pluralist tradition has, by-and-large, remained
true to its historical, coercion-free, passive conception of the state.++

" .
See, for example, James Q. Wilson, Political Organizations.

2 AT '
This is also the case of such well-known critics of American pluralism
as Grand McConnell, Theodore Lowi, Henry Kariel, etc., although from

their scattered empirical observations one might be able to piece together
an alternative model.
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Nor hasg the recent flurry of interest in MarxistaFugctionalist theories
of the state contributed much. There, the state (of, hetter, the capitalist
state} has been made inte such a formidable, fle#ihle, resourceful'%nd.
automatic articulator and enforcer cof business interestg that existing
BIAs and their influences over policy "abpéar irraiééént, ifF
not disfunctional, for the promotion/defense of such interests. Without
being told exactly how this logic of influence operates (while being
told a lot about why it must operate), we are‘ieft without much of an
idea of what organizational properties BIAs are likely to (or must)
acquire in order that this class or its respective sectors, branches
and products will be able to reproduce itself and its dominance over

economic, social and political processes.

III.3.1, Interactions with the State-

Let us first sfate our most general assumptions. or, better, hypotheses:

(1) The state or, better, state agencles have interests of its/their
own, as well as distinctive perceptions of what the interests of its
citizens/their clients "should" be. This is most cbvious in the area of
inter-state (international) relations where the survival/welfare of the
country is at stake, but applies in lesser degrees to other policy do-

+ -
mains as well.

* We set aside, for the moment, the obvious point that actors within state
agencies also have distinctive, corporate intarests gua public employees,
professicnals, civil servants, state workers and so forth - and, hence,
form interest groups potentially (and actually) capable of associative
action on their own, specifically self-regarding behalf.
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(2) - States are organized according to varying principles of terri-
torial and functional divisions of decisgional authority. Governments
and agencies develop as bureaucratic/administrativé units around thesa
respective divisions, which seek to segment the ensuing policy processes
in such a way as to ensure a maximum feaszible command over their resour-
ces and autonomy of action.

(3) This maximuﬁ feagible command is limited (in Western, consti-
tutional democcracies), of course, by multiple factors: the system of
power relations between states, the accumulation and reaiization impera-
tives of a capitalist economy, the norms of a pre-established, formal
constitutional and legal order, the constraint of electora;—partisan
accountability, and, of course, the specific supports and demands arti-
culated by organized interests, as well as the more aiffuse standards
of legitimacy present in any given society, but within these limits there
is somé room for choice about both the form and substance of policy
ac':tion {the so-called relative autonomy of the state).

{4) State aqeneies -- territorially and/or functionally defined --
must compete with each other for scarce resources (most obviously fox
budgetary allocations). To do so successfully, they must bargain and
often ally with other actors -- among which, interest assoclatiocons
' possessing facilitative resources or obstructive capabilities.

| {5) The substantive context of.the policiles pﬁ?sued by the state
and statekagencies -~ especially as these policies have become increas- -
ingly particularized and categoricallf specific in the modern welfare
state -- lmposes certain requirements of information and comgliance if
these policies are to be effectively designed and implemented.

(6) The state with its (presumed) monopoly over the utilization

of legitimate cosrcion and its symbolic capacity to represent univer-
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galistic . societal interests possesses importagt general resour-
ces, along with its more specific abilities to provide public rewards and/
or dispensations, which-it (or its agencies) may use to influence the
organizational structure and behavior of interest.associations.

{7) The iogic of influence rests on an exchanqelrelationship iﬁ
which interest associations, on the one hand, seek to acquire organiza-
tional properties which optimize tﬁe probability ofe?plcitinq the exis-
tent (or emergent) configuraticn of state authority, interests and needs
for the attainment of their own purposes,.while the state(dr its agen-
cies), on the other hand, seeks toreward {(or to punish} its gpeciadlized
intefiocutors for acquiring organizational propertiles which increase the
probability of:satisfying its (i.e . the state's) policy interests and constraints.

{8) Nothing gﬁarantees a mutvally satisfactory and self-reproducing
solution to tﬁis exchange (least of all for all classes, sectors, etc.),r
but the greater the institutionai differentiation, decisional autonomy,
internal competitiveness, informational needs and constrained dependence
of state agencies, the more the mode of interaction will bke
determined by interest associations and  the
lesser will be the impact of the logic of influence upon the organizational
properties of these associations. In the extreme case of a dispexsed,

dependent,, easily penetrated state.formation, the structure and activities

of interest associations will be determined almost exclusively by the logic
of exchange with their respective memberships and the "private" contractual

arrangements. . . that develop between respective associations.
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(9) BIAs, of course, occupy a speclal position in the logic of
infilvence, at least in those countries whose peolitical system is mani-
festly (and often self-confessedly) devoted te the maintenance of order

within the confines of a capitalist system of property rights and pro-

duction arrangements. At one extreme, the minimal iibéral state,‘the
need for formal business interest associability is low -~ because
individualistic action through the market or through electoral and par-
liamentary channels is sufficient to ensure that public authorities
will effectively polite- contracts and provide such infrastructural
public goods as defense, standardized measures, perhaps some subsidiza-
tion of communications and transport. The common interests of 5usiness
are influentiél in such a scenario (viz. the famouz metaphor of the
"exetutive committee of the bourgeosie") but the logic of their pursdit
and satisfaction does not place a hig? burden of action or impcrtance on
BIAs, whose organizational structures will reflect exclusively the pro-
blems of attracting and holding a vbluntafistic membership.

At the other extreme, the maximal interventionist state, public
authorities "must" {(or so postulates the functionalist explanation)
actively promote the realization of profit and the accumulation of
capital sufficient to ensure reproduction of the system. 'To this end
{or ends), the state "must" acguire sufficient information and decigional
- autonomy to act even (and, indeed, often) against the immediately per-
ceived interests of business. Contrel aver the mode of business-state
interactiaon, therefcfe,becomes a functional imperative, both to guaran-
tee the appropriate aggregation of information and sufficient control
over behavior. In this scenario, attention to business interests 4g
again a predominate concern of public policy-making, but the logic of

influehce . must prevall over the logic of membership in determining
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the organizational properties of BIAs. Thé state, now vastly more agtive,
resourceful,centrallyccordinatedamdautonomous,"selacts“and“mouldé“the
mode of interaction in terms of high level, longer term functional imperatives.
BIAs become simultaneously less relevant as the voluntaristicrepresen£au
tives of perceived~subjective member iﬁterests , and more relevant as compulsory

elements in the control over functional-cbjective member interests.

At some risk of misunderstanding, one could descfibe the modern
interventionist state as a sert of meta-firm (or, better, conglomerate
of meta-firms). Its goal structurs is not as simple or reductionist as

a business firm, even a large business firm, i.e. it does not just seek

to maximize profit or mindmize risk without regard for others. It pur-

Sues a nore 'illusive and complex set of aims in addition to that

of ensuring the reproduction of capitalism: primarily security in

external transactions, order in internal transacticns, but tempered or
distorted by considerations of formal legality, - - sceial equity

and peolitical accountability.+ BIAé must, therefore, deal with two sets

of firms: micro-firms or private-public units of econemic production
and distribution which are the actual or potential members within its
domain of interest, and’ A meta~-firms or state agencies of authorita-
tive allocation.and general legitimation which are the actual or poten~
tial suppliers of public or categoric gocds within its domain of inter-
est. The fact that neither set of "firms" clearly prevails (cutside the
extreme scenarios of a minimal liﬁeral or a maximal interventionist
gtate), that BIAs cannot survive without extracting resources from both
of them, that the micro- and meta-firms of its environment pursue dif-
ferent, but not necessarily contradictory, goals makes the choice of

an organizational strategy complex and confusing.

+
It 1s not, therefore, a capitalist state or "ideal collective capitalist"
in Rosa Luxemburg's sense.

-
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In seeking to operationalize the likely impact of thesé meta~-firms ox
state agencies upon BIAs, we find it useful to begin with a simple fourfold
distinction:

(1) Certain characteristics_of the staté (ox, beﬁter, the ﬁolitical

Process since they are not restricted to institutions of public law or gene-

ral political accountabilityyTcould be expected to affect the organiza-
tional properties of wirtually all BIAs, regardless of the task

or sector (branch, product}. These "general" variablés describing the
structure and role of political authority in a given society should provide
us with some understanding of why BIAs may differ so much from country to
country. So, for example, we might find all BIAs ih, saf, Canada less cen-
tralized internally, or less bound into interdrganizational hierarchies
than, say, those in Sweden -- even in sectors whose membership characteris-
tics are roughly similar.

(2} Inversely, we can take off foxih the empirically obvious fact that
the form and content (structure and role) of state policy varies signifi-
cantly from sector to sector, perhaps because different sectors are of
varying importance for £heAstate, perhaps because their BIAg have been dif-
ferentially successful in "colonizing" the public agencies respongible
for dealing with them, perhaps for varied historical,-even accidental rea-
sons. Whatever tﬁe reason, exploratién of these differences should help
us -explain the variation in BIAs across,secto:?s within the same polity. ,,It maf
aven lead us to generalizations that hold up across all our political sys-
tems irregaraless of member characteristics. For example, because the
machine—ﬁool industry is not specifically reguléted by central authority,
its BIAs could be expected to have less of a governing capacity over ﬁember
behavior than, sdy, those of the contruction industry where local government

regulation is usually important, or those of the food processing industry

+Where appropriate, the concept of the State must also be extended to cover
emergent regional-internaticnal organizations (e.g. EC) which have signific-
ant capacities for enforeing collective agreements, collecting taxes, impos-
ing regulations, allocating subsidies, etc.
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with i1ts national standards of health and packaging regulation.

(3) Whethexr general or sectoral, the form and cont;nt of state poli-
cies may involve a set of direct transactions with BIAs in which authori-
ties tolerate, recognize, encourage specific associations; sﬁbsidize their
existence; control their activities; demand from and suéply then with in-
fdrmation, eto.;

(4)‘ Or, the impact of the State upon BIAs may be indirect, conditioned
by the transactions which the State has with individual firms as it subsi-
dizes them, taxes them, purchases from them ana even owns them. Here, the
logic of influenceAWOrks in a sense through the logic of membership by in-
fluencing the needs and interests of actual or potential members and by

determining their relative requireménts for BIA intermediation.

IIx.3.1.1. General (National} Conditions+

In Figure IV we have run the direct/indirect and general/sectoral di-
mensions against each other and suggested what seem to us t& be ths varia-
bles of greatest importance in each of the four categories =so geperated.
Most of the "general" conditions, whether affectiné the BIAs directly or
indirectly through member_(or nonfmember)ifirms,'are internatiOnall§ com-
pa:ative in nature and caﬁ be measured relatively easily through a varie—
ty of standard aggregate indicators. For example, centralization could be
assessed . by the #roportion of total govermment revenues or expenditures
going to the central govermment, perhaps supélemented by morxe gualitative
information on the extent/role of centralized functional, often para-state,
QUANGOs, boards, corporations, agencies, etc. Overall importance of the
state in the economy could be measured by government expenditures (including,
if possible, those of para-state agencies and supra-national organizations) as

percentage of GNP, etc. The assessment of ‘the degree of professionalization/
autonomy of

+0perational indicators for this paragraph are given in Appendix D.
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the state bureaucracy will obviously require greater gualitative judgement
but we could devise and circulate a crude measurement scheme among partici-
pants.

The most naticnally-idicsyncratic and difficult to capture variable
generally affeeting BIAs is "the ruies of the game". To stata the obvioug -=
the organizational‘properties of BIAs will be affected not just by the fac-
tors which conditions the demand'of firms for associative action and by the
supply of associability offered by associaticnal leaders/managers as they
respond strateglcally to those demands with diffe?ing packages of activities
and goods, but also by the legal norms and customary practices present in a
given society and enforced by national and/or supra-national public authorities.
‘Some "atéractive" possibilities for associative action may be outright illegal
(say, because of anti-trust legislation), unconstitutional (because they vio-
late basic freedoms with regard to individual autonomy or collective organi-
zation), oxr politically risky (say, because they would invelve challinging
-the state's monopoly on legitimate coercion).

For each country it will be necessary, therefore, to describe the
existing situation in formal law, juridical precedent, administrative prac-
tive and political prudence with respect to the following:

{1) Conditions under which BIAs can be founded and can acquire a
legal status sufficient to permit them to exist (i.e. to own property, to
sue or be sued, etc.)+;

(2) Conditions under which the foundation/recbgnition of alternative/
rival associations éan ba prevented, or at least hindered, eilther by State

anthorities at their initiative or hy existing associations seeking to pro-

+ ,

While we are, of gourse, particularly concerned with BIAs, it is important
to ascertaln whether the rules of the game apply equally and identically

to competing-conflicting Ias, especially of labor and salaried profes-
sionals.
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tect their acquired position. ESPecially important ares any procedures
whereb§ a given BIA becomes certified formally or informally as-“the most
representative institution” and can then prevent competition:

(3) Activities, including the production of goods and services for
sale to members which BIAs are allowed to perform, including those they are
required to perform, e.g. annual reports on finances, on identity of
leaders, on provision of statistical data, ete., and those they may be
prohibited from perkorming, e.g. fixing prices, restricting information to
members, making campaign contributions, raising a private army, discrimi-
nating against members. by race or religiEn, collacting contributiéns auto=~
matically and compulsori;y, etc.+ | |

(4) Tax situation with respact to BIAs {(and their activities, espe-
cia;ly those involving sales of goods or chargihg fees for service or lob-
bying for legislative benefits) and the situation with respect ta nember
cpntributions to BIAs (a deductable business expense, a personal income
deducticon?). In a sense, we are interested in finding out Lf activities
which might not be prohibited cutright can be penalized sufficiently by
fiscal means to make them unprofitable to undertake -- or whether BIAs
are tax-exempt enought to engage in some actilivities more advantagecusly
than private firms or individuals.+

(5) Rights (if any) which BIA members have with respect to its
decisiongs or processes. For example,: do members have a right to know the
association's annual financial situation? Do members have a right to have
their votes in association matters counted honestly and secretly? Do mem-

bers have.a "due process" right if threatened with expulsion? with a fine?

+Both of these may encourage BIAs to "off-load" some of thelr activities
on other institutions (research, insurance, sales, eta.) which can ke
set up parallel to, but nominally independent from them. :
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(6) Liability or extent to which BIas can be held }egally responsible
for their actions or the consegquences of thelr actions, Can they be sued
by customers for the higher prices or rigged bidding they have produced?
Can they be forced to compensate workers or thelr organizations for losses
due to a lock-out they have organized? ‘

These‘are complex issues which constituticnél lawyers, tax advisors
and éssociation exequtives have often spent a lifetime studying and trying
to manipulate. In many casés, we are ilnterested not in the formal letter
of the law but in its jurisprudential practice and administrative applica-
tion. We want té know not. whether scmething is prohibited but whether a
BIA could get away with doing it unpunished. Fortunately, at lLeast for
some countries, a specialized (how-to-do-it) literature exigts discussing
the rights, duties, privileges and exemptions -- legal and fiscal -- of
assoclations in general and even of BIAs in particular. We racommend read-
ing such a book and discussing its points with a lawyer fami;ak with BIA
affairs and willing to discuss them openly.+

In any case, "the rules of the game" will not be measursd and used in
a systematically comparative fashion, but rather employed on an ad hoc
basis to "explain away" differeﬁqes between national systems, For example,
one reason why BIAs may "seem” to have rather different organizational
properties in two different countries may be because the tax laws or rules
of incorﬁoratian for non-profit organizations compel one of them to off-
load the provision of selective goods to a parallel firm, cooperative or

foundation.

Toughe Rosgs & Co. (eds.) Managing Membership Socleties (Washington, D.C.:
Foundation of the American Scciety of Association Executives, 1979) even
though it is heavily lmpregnated with the bizarreries of the U.S. anti-
trust and lobbying regulation practices.
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it is difficult to summarize a priori. the likely significance and
direction of impact of these general influence variablés. For example, a
classical hypothesis in the "pressure group" literature relateé the degree
of centralizé&ion of the state structure positive;y and linearly with the
degree of centrélization of associative action on the grounds that "groups
imitate the structure of authorities they wish to influence": But why this
rather than the ﬁore dialectical notion that BIAs in particular may react
inversely to the structure of the State? - BIAs may seek to acquire a rela-
tively centralized capacity for the coordination of class acticn Preeisely
because the decentralized State structure fails to provide the necessary
conditions for reproduction through national markets or international ex-
change.% Or, where the State is already highly centralized, why would busi-
ness interests not f£ind that they can bring resources to bear more effi-
ciently where they can bé concentrated locally or regionally?++ The strength
of social democracy, especially during relatively early pericds (say, priﬁr
to World War I), it has fraquéntly been suggested, is accompanied by a
greater wi;lingness, based on a perceived greater threat to capitalist hege~
mony, to entrust BIAs with "strong" organizational properties.+++ Highly
professionalized state bureaucracies with thei£ "integral' career patterns
and specialized training presumably discourage the development of organi-
zational p?opertiaS'in general, if only because they are more capable of
interacﬁing dirsctly with clients and less dependent on intermediaries for

information. In addition their situs ideology is likely to stress the

+Switzerland would be & case in point.

++

France might fit this set of assumptions.
ot
* Or with a greater propensity for workers' organizations to be hilerarchic-
ally coordinated and, hence, to "provoke" capitalists into accepting more

corporatist forms of organization themselves. Cf. Panitch (1979), pp.
119-146.
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independence and distinctiveness of the public bureaucragy.+ The indirect
variables mogtly deal with the international economic ‘and political vulner-
abllity of the country and the hypothesis would be that the greater the
perception by those in power of this vulnerability (up to and including
preparation for war), the greater will be their inclinaéion to inter&ene

to create a "favorable" set of organizational properties for BIAs.

II1.3.1.2. SPECIFIC (SECTORAL) CONDITIQNS++

State structures.are rarely identical for all sectors of the economy.
Fewer and fewer policies have a general (ad valorem) éffect across the
board and more and.more are designed to affect speoific "target” clienteles
and are implemented by increasingly specilalized "sponéoring" agencies.
Therefore, we expect such direct or indirect sectoral specificities  in
the structure of power and content of policy to explain at least some of
the wvariation. in organizational properties across sectors within the same
polity. Moreover, when it comes to the specific question of the acquisi-
tion of governing properties by BIAs we expect the logic of influence to
be a géod deal more significant than the logic of membership.+++

6nca the generally applicable "rules of the game" have heen established
{and, of course, they are constantly evolving), the State or; better, its
agencies may equip themselves differently to deal with various sectors of
the economy creating rather different political contéxts to which BIAs must

adjust. Some of these differences involve direct incentives and controls

for sectorally (or branch or product) specific Blas.

+
Cf. Pierre Birnbaum, "Etat, Corporatisme et Action de la Classe Ouvridre",
_(1980).

+fOperational indicators for this part are listed in Appendix c.

_’_ h ta LS \ . . ,
= Although their respective contributicons will sometimes he hard to "partition”

since much of the sectorally differentiated effect of public policy is in-
directly experienced by BIAs via the direct transactions between the State
and firms.
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(1) It seems to make a difference if the State has an agency and a
set of programs designed to deal more-or-less explicitly and exclusively
with a given sector. Presumably, where the agency is so specialized and
relatively autonomous within the power structure of the State, associative
action may become almost unnecessary since the necessarg‘aqgregation of
interests and promotion of favorable policies may be undertaken by the
"public" agency itself which becomes "colonized" by those it is supposed
to regulate or develop. Examples of tﬁis seem to be central banks and
"the financial community" and certain' agricultural marketing boards and
the specific commodities whose prices they are supposed to contrxol. Like-
wise, where an industrial sector faces a plethora of stata agencies with
overlapping competances -—- expecially where these are scattered across
local, regional and national levels of decisicn-making =-- the incentives
from the state for developing centralized, hierarchical organizatiocnal
properties are likély to be.weak (and confusing). The "ideal" situation
seems to be one where the state agency ("sponsoring agency") is segtor-
'ally specialized but not so autonomous and, hence, needs the collaboration
of a comprehensive, singular, highly dense and resourceful BIA to provide
it with'information and to assist it in its competition with cother state

+
agencies. (national or regional)

(2) Public/authorities may allocate various funds for specific pro-
grams to a sec;or and may channel them through BIAs, up to and including
using them as actual agents of policy implementation (so-called Staatsent-
lastung). These payments and/or subsidies for export promotion, apprentice-
ship training, industrial credit, étatistical information, social insur-
ance, product standardization, and so forth can become important "moncpoly
goods" inducing members to join and contribute, but even in cases where they

cannct, on principle, be denied tc non-members, firms may feel that they

+
See page 96a
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+Perhaps it is here that the relatively recent emergence of EC-level re-
gional agencies has had its greatest impact on BIAs. Frequently, the
shift in decisional authority to Bruxelles has involved the establishment
of regulatory or subsidizing activities which did not previously exist at
the national level, or imposed defiditions of relevant policy arenas which
did not correspond to prior national practices. Not only have business
interssts responded by creating new Eurcopean BIAs (not part of our pro-
ject), but also they have had to restructure or establish de novo organ-~
izational properties at the national level.
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will get preferred treatment if they are assoclation members., States may
even specifically inspire the foundation of an association as an agené for
the implementation of a particular program. Alsc, such delegated programs
may pay for a substantial portion of overhead expenées and encgourage BIAs

to develop more professionalized. and centralized administrative structures.

(1) Public autheritiesmay £find it costly or impossible (especially
where they are not trusted) to gather information on the performance or
needs bf a given sector. They may not only subsidize BIAs for providing
the data (see above) but. also may seek to encourage them to acquire an
organizational domaiﬁ {or a system of sharing information within a hier-
archy of assoclations with specialized domains) which they regard as.appro-
priéte for their purposes. BIAs will be inclined to be receptive to such
requests to change. theilr organizational structures.if, by doing so, they
can acguire a near monopoly on the information which will be used for
public policy-making, and effectively eliminate the tegptation for-state
officials to address themselves directly to firms or knowledgeable indi-

vidual businessmen.+

+Different industrial sectors, one could hypothesize, create differently
strong needs on the part of states for Staatsentlastung through devolution
of public policy programs, associational rather than state licensing, and
information. It is difficult tc say, however, which structural properties
of sectors should account for such variation. For this reason, we are not
able to propose a sector-specific measure of state devolution and information
needs. On the cother hand, one could assume that these needs vary ceteris
paribus (holding constant in particular the direct and general factors
listed in cell I of Figure IV) with the importance of the sector for public
policy, especially in terms of the growth and employment activities of
public authcrities.




98/99

(4} The structure of the modexn state is shot through with consulta-
tive and decisional bodles composed of functional representatives. Vir-
tually, all empirical research to date re#eals that BIAs are prominently,
even quite disproportionately, present in such forums++‘and the presumpﬁion
is growing that this represents a particularly privileged arena of influ-
ence for business intasrests. Presumably,B;Aswill adjust their deomains,
intra-organizational and inter-organizational structures to ensure a more
effective participation in these representative bodies, especially where
by doing so they can further protect their monopoly on intermediation from‘
rival associations and/or opportunistic firms and individuals. To a' cer-
tain extenﬁ, this variable overlaps with (1) above, the configuration of

dnd supranational
state/agencies, but some of these bodies may be inter-agency, inter-mini-
sterial or even quite general (e.g. a:National Egonomic and Social Coun-

clil) in scope —-- and therafore their presence may exaert an independent

influence upon organizational properties. It may also ba part of (4)

above, the information needs of the State, although these are by no means
confined to exchanges éccurring within such formal representative bodies.
Obviously, the more national in level and broad in scope these bodies, the

greater the incentive for higher and more hierarchic modes of interest

+ , s . . ,
Again, the specific attributions to different types of Chambers may dif-
fer from sector to sector with the same polity.

++These have been most thoroughly explored in Lars Ngrby Johansen and Ole
P. Kristensen, "Corporatist Traits in Demmark, 1946-70" forthcoming in

G. Lehmbruch and Ph. Schmitter (eds.), Trends in Corporatist Bolicy-Making
(London: Sage Fublications).
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organization.+ Perhaps, the most imporant general effect of such bodies
is to "freeze" the structure of organized intermediation'by ensuring parti-
cipation for existing BIAs and railsing the costs for new ones, especially
rival ones, to get intc the game of interest politics.

The "bundle" of variables under Rubridue Iv in Figure IV, those that
are sectorally specific but indirect in effect, have a peculiar signifi-
cance in §ur tentative efforts at establishing a theorstical framework and

problématique., Together, they represent our attempt to operationalize

something which we suspect to ba very important for any general assessment
of the capacity of business interests to prevail in contemporary polities
but which is very difficult to investigate specifically and systematically;
namely, the tenden;y for business interssts to be "satisfied", "taken care
of", "promoted" by state authorities without .a self-consclous, strategically
active effort on the part of BIAs or even of individual firms or husiness-
persons.. For a large variety of motives, the State or state agencies may
have éignificant reasons for its/their own, important interssts of its/
their own to protéct, which incline it/them to act for (an@ not through or
because of) business. We have already hinted at these under the label of
general international econcmic and political vulnerability; now we draw
attention to more sectorally specific manifestations of'this same generic
feature of "th; state in capitalist society".

Hence, the state may be an important purchaser of goods freom a giveh
sector (arms progurement belng the most obvicus casé); it may have a sig-

nificant stake in the "healthy development" of some sector because it itself

+ , : : '
Whether tpls logic applies to supra-national bodies remains to be seen. So far,
the restricted competence and sectoral compartmentalization of the EC has yet

to provide sufficient incentives for gtrong associational hierarchies at the
ragional level.
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owns and manages productive units in it; it‘may be partigularly solicitous
because the value of its currency depends upon the effect that the export
given

receipts of a/sector has upon the country's balance of payments; it may be
espeéially concerned to protect the interests of some sector because of the
employment creation effects this may have and its fear $f the political
consequences {(i.e. non-re-election or violence) that unemployment could
have; lastly but not leastly, some sectors are particularly significant
to the state because they generate especially imporant fiscal revenues the
state may need to meet its other obligations.l

Indicators of thé factors which might contribute to the "sectoral atten-
tiveness—solicituda":of the state dre not too difficult to imagine: e.g.,
go#ernmant purchases as % of total sectoral product; public assets as é
% of total sectoral assets; export earnings Sf the sactor as a % of
total export earxnings (perhaps, juxtaposed to the corresponding deficit or
surplus in the balance of payments); sectoral employment trends és % of
total employment trends oveﬁ some period of tiﬁe; public all@cation of
Research ;nd.Development subsiéies as a % of total R & D expenditures
(to indigate strategic pricrities of policy-makers), ‘But not only
may i£ be difficult to colleEt such information at the app#opriata level
of aggregation,. but what is exceedingly difficult will be to scmehow weigh
these factors and come out with an assassmént of the sectors "politico-

strategic importance" for political authorities.

One general orienting hypothesis is that, all things being equal (alas,

- R : . ,
Especially where this is complicated still further but the addition of a
gupra-national level of authoritative concern for a given sector.

4 . ;
Not to mention the disturbing fact that this changes over time and that
organizational properties acguired under past circumstances often tend
to persist in the present and future.
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they never arel), sectors of greater politico-strategic importance for the
and/or regicnal organizations

State will have less incentive to develop strong assoc;ational structures
because firms in those sectors will be inclined to free-rids on the efforts
already being taken by public authorities to érotecﬁ/prgmote their inter-
ests. Differences in interést.perception; in time preferences and fear of
the future consequenées of such dependence may mitigate and even eliminate
the temptation to free-ride, but on bhalance, BIAs in strategic sectors are
likely to be less active and less capable of governing their members’ beha-
vior. This would lead to the paradoxical conclusion that the interests of
gsectors with a weak associational structure may be Lettar satisfied Qhan

those of sectors which are highly organized. "Business" may be more influ-

ential (if less powerful in the intentional sense of the term) where BIAs

are less influential.

On the other hand, one could as well expect that the State will encourage

and support associlational self-govermment (Selbstverwaltung) precisely in
sectors with high political significance. If it isAtxue that direct public
regulatlion of economic activities has its inherent limitations and often
even dysfunctions, the State may be the more interested in the presence of
a f;nctioning system of interest and policy intermediation the more impor-
tant it is that its policies actually work. In dealing with

strategic sectors, it may not only require precise information, relia-

ble expert ad&ice and swift adjudication of internal conflicts but also

a high degraerf aggregation of individual interests at the sector level;
all of these may not be available withqut the support of well-organized
associations. As a consequence, the State vis-a-vis strategically important
secﬁors may, in addition to or even instead of direct intervention, put

heavy emphasis on "meta-policies” structuring and regulating self-governing

sectoral associations and enabling it to solve sectoral problems inde-
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pendently within the framework and contributing to the gogls of general
public pelicy ("functional autonomy”). An example of business associations
with gtrong organizational propertiles performing, under government authori-
zation and subsidization, quasi-governmental functions in crucially impor-
tant indﬁstrial gectors is the agreement beﬁween the ¢oal mining and the
electricity supply industry associations in Germany on the use of domestic
coal in the production of electric power. The agreement determines the
amount of German coal the electricity supply industry has to buy over a
number of years, andiilprovides for a complicated fine~tuning mechanism
ragulating the allocation of domestic coal to individual electricity pro-
ducers according to criteria such as general economic fluctuations, indi-
vidual changes in market performance, transport costs, etc. While the
state subsidized the system financially, previous experience had shown

that under direct state administration the schéme did not bring about

the desired replacemenE of import goal, and it was only after the asso-
ciations had agreed.toaccept responsibility for the program that it began
to wérk. In so far as the governing capacities of the participating asso-
clations have increésed as a result of their participation in the scheme =--
which they seem to have -- this is an example of associations becoming

organizationally stronger as a consequence of thelr sectors' strategic

+
importance for the State.

(Since the above speculdtions on the logic of influence have come
out of collective deliberations we have been having here in Berlin, we
would like to quote from sections of a Memo written by Claus Offe which

has stressed this problem:

+

For a detailed account of this case
und .private Politik im Energiesekto
Frankfurt: Campus, 1980, rp. 30-82,

» see z. Jakli,'Staatliche Intervention
r, in: V. Ronge, ed., Am Staat vorbei,
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I think that what we really want to know is to what extent (in what

countries, industries, etc.) business interests 7 ' 'have been trans-

formed into stable concerns of collective actors who serve as an agency
both of scme control over the organization's membership és well as the
source of power and influence over other actors and state institutions.

In order to find out about this question, we have proposed to concentrate
on the interaction between "members" (firms or individuals) and the orga-
nization (i.e., the "logic of membership"}, on the one side, and the "logic
of influence" (organization-state-interaction) on the other. A simplified

model describing these foci of inquiry would look like this:

structural, non—intentional factors '
affecting the realization of interests _:L
. ‘ol i " 3
individual logic . organiza- logic . eate
business > Fion % : > state
units of membership” of influence"

non—associational, but intentional

modes of promotion of interest

{One) potential ambiguity of interpretation ... has to do with the'
iig&_betwaén the "logic of membership" and the "logic of influence". This
link can be theoretically conceived of in either of two ways, starting
from the right side or left side of ocur model, respectively. Starting from
the left, it would read: the organization is "influential", because it
is "strong" in terms of membership; the relative number of members and the
organizational practice of mobilizing and coordinating the action of mem-
bers provides the organization with the necessary resources to "buy" influ—
ence. But-equally;ﬂaugiblypone could hypothesize, starting from the
right, that the organization is "strong™ in terms of membership because
it is influential; it would be granted a considerable influence by the
state, . and this "status" that it enjoys as an okganization provides it with
the necessary resources to atitract members and provide them with collective
goods. and/or private incentives to join. ...

A possible key to the solution of this problem may be found if we con-
sider it in the context of still another one. Let us assume that associa-
tive action and the influence gained by it, is not the only channel by

which the collective interests of business are being served. For instance,

other (non-business) assoclations may consider at as being in their ultimate
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interest to serve the interast of businesé, because the degree of fulfill=-
ment of business interests determined the extent to which these other inter-
eéts,can be realized. This would be the case when unions see the level of
employment threatened and therefore pressure the state for more generous
subsidies to local or national industries. Also, one might think of cases
where interests of business are most effectively repreéented if individuals
agsumed the task of representing them, e.g., by making individual contri-
butions. to candidates for political office. Another conceivable alternative
to agseoclative action would be a collective, but informal mode of interest
intermediation, based, e.g. upon a common cultural background or shared
political'wﬁlue orientations among economic and political elites. Finally,

formal .associative actions would also appear relatively unimportant and

dispensable where the administrative apparatus of the state has adopted an

ingtitutional self-interest which is based on the anticipation that the

succassful conduct of public policy is dependent on favorable conditions

for business and hence is by and large congruent with business interests.

The question: that concerns us hers, is not which of the five "chan-
nels" that I have just specified (associative, third party, individual,
informal, administrative, and which are indicated by the arrows at the
bottom and top of the above figure) is the most significant one in any
particular case, but rather: whether we are sufficiently equipped, con-
ceptually as well as empilrically, to answer this type of question at all.
The problem .. . is to put associative action into its context, and to
assess its relative weight. Two opposite hypotheses are equally plausible:
the first would argue that with the loosening of the coherence of econo-
mic and political elites and the rise to power of political groups that
are gtrongly orlented toward labor, business does increasingly depend on
formal associative action where formerly other, less formal and collective
methods of gaining influence would have béen sufficient. Conversely, one
could also argue that to the extent the interventionist welfare state is
developed, and with it a technically trained large administrative appara-
tus that is acutely awarae of the functional dependencies of the state upon
business performance, the "pressure" of business associations will be "in-
ternalized" by this apparatus, which would reduce the potential additional
impact of (or need for) associativé action.

The first of these two hypotheses would be empirically supported if

we find that poorly associated industries are politically less, successful
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(e.g., in obtaining protective legislation or in obstructing undesirable
types of regulation) than those with a high measure of Srganizational in-
volvement and activity, and that this correlation increases ﬁith the degree
to which political elites do not overlap and interlock with business elites.
Conversely, an indilcation in support of the second hypothesis would be find-
ing that no such correlation exists, and that the communication between |
business assoclations is more often initiliated by state agencies themsgelves
than by the asscciations. The latter finding would suggest that business,
due. to its specific strategic location in the political progess and in the
entire politicél agonomy, 1s more actively "invited" to exercise "pressure"
by the state than "compelled" to do so for reasons of its own. It is also
conceivable that one of these alternatives applies to certain countries,
politiaal agonditions, industries or market forms, while the other holds

true for others.)

I1r.3.2. INTERACTIONS WITH ORhANIZED LABOR

Our. basic assumption in discussing the relationship between organized
labor and. the organization of business lnterests is that individual employ-
erg, 1f they have a choice, prefer not to deal with organized labor gt all
but rather to procure their supply of labor through individual contracts.
If cdmpelledleither.by law. or. by union strength to recognize a trade union
as an agent of collective bargaining, employers will have a pfeference for
workplace or compény over multi-firm, industrial agreements since the former
leave them a higher degree of autonomy. It is only if they are forced either
by existing institutional structures or by a high degree o6f strategic co-
ordination on the part of trade unions that employers can be expected to
yield soma of their autonomy as buyers of labor to employers associations
bargaining on their behalf. We assume, therefore, that to explain the
existence of developed organizational properties in employers associations
one has to look for external pressures preventing employers from acting

at ﬁhe.labor.market independently and on their own.
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Business associations in some countries or sectors are differentiated
into two categories according to the two major task environments of organ-

ized business: (1) into trade associations dealing with and oriented

towards the State, and other business interasts; (2) into employers

associations interacting primarily with trade unions. Interactiong

with trade unions affect the organizational properties éf employers
associat-ions and of multijfun'ctionél BIAs i?teracting with hoth the state and
organized labor, but they do not necessarily influence the structure of
trade assoclations. The differentiation between trade assogiations an&
employers associationS may in some cases have hilstorically idiocsyncratic
origins; on the other hand, one could hypothesize that it is more likely
to occur in polities or sectors where the interaction between business
assoclations and organized labor 1s particularly intensive and broad in
scope. If under such circumstances there i1s no differentiation hetween
BIAs by tasks, one would expect that thé two major task enviromments will
be attended to by specialiized and relatively autonomous subsectors within
multi-funétional BIAs.

Like the influence of interaction with the Btate, the impact of orga=-
nlzed labor on BIA organizational properties may be both direct and indirect,
and it may either be the same for all BIAs in a given industrial polity or
differ by specific sectors (F;gure V). A direct influence on BIA organi-
zational properties is exercised by the institutional structures of inter-
action between capital and labor at the labor market (the "system qf indus-

as defihed by ) ‘
trial relations“J/Dunlop) defining the role and scope of "joint regulation”
and the arenas of negotiation in a society or sector. Indirect influences
are exercised by (national or sectoral) contextual factors conditioning
the behavior of trade unions in the framework of given institutions; they
affect BIas through thelr impact on trade union activities. N

Cbvicusly, there are manifold interdependencies bhetween the institu-
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FIGURE V

THE LOGIC OF INFLUENCE AND ITS IMPACT

ON THE ORGANIZATIONAL PROPERTIES OF BIAs:

INTERACTIONS WITH TRADE UNICNS

DIRECT

Institutional Structure of
Capital-Labor Interaction

INDIRECT
Factors Conditioning Unien
Behavior Towards Capital

GENERAL:

Conditions
affecting BIA
properties in
the polity or
the ecocnomy
as a whole

{1) "Rules of the Game"

(2) State involvement in
wage determination

(3} Centralizatien and uni-
fication of naticnal
trade union movement

(1) Range and scope of state
soclal policy

(2) Socailal Democracy
(c£. IXI.3.10)

(3) International dependence
and vulnerabdility '
{cf. TII.3.1.)

SECTORAL:
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affecting BIA
properties in
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sector

{1) Relative importance of
workplace and company
bargaining

(2} Configuration of trade
unions and bargaining
arenas

(3) Presence and configura-
tion of tripartite and
bipartite public and
quasi-public bediles,
agencies, authorities

(4) Status of sector in
" national trade union
~ policy

(1) Labkor intensity and
position in national
wage structure

(2) Union density

(3) Strike pattern
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tions of collective bargaining, trade union structures, ﬁIA organizational
properties, aﬁd the economic and sccial conte#t within which capital and
labor interact. Thus, contextual factors‘undoubtedly influence institu-
tional structures, and the latter not only affect the organizational proper-
tieg of BIAs but are in turn also affected by them, Ne&e;;haless, for the
purpose of cur present discussion the distinction between institutional
structures and underlying social ana economic conditions offers a useful
_classification, and the conceptualization of BIA properties as dependent
upon collegtive bargaining systems and trade union organization permits

a meanihqful analysis of causal relationships.

IIT.3.2.1. GENERAL (NATIONAL) CONDITIONS+

National industrial relations systems differ by the degree to which
the State acks ag an ingtitutionalized "third party" regulating the ex-
changes between capital and labor éither by aefining and guaranteeing cer-
tain "rules of the gamae" or through incomes policy, minimum wages legislaQ
tion or the like (items 1. and 2. in cell I of Figﬁre V. They alsc differ
by the degree of centralization and unification of the naticnal trade union
movement (item 3.). All three factors can be assumed to influence BIA

organizatlional properties directly.

(1) "Rules of the Game"f Different systems of labor law’differently
encourage and'support associative éctibn of kusiness. Five factors seem
to be of particular'impprtance: the extent to which the law limits work-
place or plant-level bargaining and gives precedence to industry-wide col-
lective agréements; the extent to which agreements can be declared generally

valid (allgemelnverbindlich) by the State for all firms in a sector regard-

less of whether or not they are members of the employers assogiation or BIA

which has negotiated the agreement; the extent to which agreements are en-

+
Operational indicateors for this section are listed in Appendix D.
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forceable in court; the extent to which they impose a "peace obligation”
for the time of their validity on the parties involved; . and the

extent to which the State engages in arbitration and conciliation
between unions and employers. In systems where industry-wide

bargaining takes precedence over workplace bargaining,lemploy—

ers assoclatlons are more likely to establish themselves as bargaining
agents. on behalf of their membgrs than in systems in which employers have
the option of regulating their industriai.relationsAindividually. Further-
‘more, the.broader the range of the (non-wage) subjects that can be taken

up in, or are reserved by law to, multi-plant bargaining, the more technic-
ally complex industry-wide collective agreements willbegome, and the greater
the importance of employers assoc¢liations as bargalning agents and as inform-
ants and advisors for their members. Secondly, in systems in which the

State can make a collective agreement allgemeinverbindlich, the capacity of

business associations to govern the behavior of individual firms is not
only generally increased but is extended to non-members. As a result, non-
members may de¢lde to join in order to be able to participate in the forma-
tion of association policy, and the association may find it possible to
extend . its bargaining activities to other and more complex subjects than
wages and hours., Thirdly, where collegtive agreements are legally enforce~
able, firms require specialized legal assistance to apply agreements cor-
rectly and to be represented in court; such assistance can be furnished by
employers associations whose legal services may become lndispensable espe-
cially for. smaller firms. Fourthly, in systems with a legal “"peace obliga-
tion" firms are protected from trade union action 1f they are members of an
enmployers associatlion which is a party to a current industrial agreement.
This may be a strong incentive for employers to join such an association.
Generally speaking, the more a country's "rules of the game" of industrial

relations favor industry-wide bargaining, and the greater the role of the
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formal law in regulating relations between labor and capital, the greater
the functional importance of BIAs for, and their governing capacity over,

their members.

{2) State Involvement in Wage Determination. Tripartite arrangements
at the nétional level for the formulation and implementation of an "incomes
policy" can be expected to contribute to the integration and centralization
of BIAs at the national level in general and tc the strengthening of peak
associations comprising all sectors of the national econocmy in particular.
Whether or not tripartite incomes policies in addition lgad to increased
control by BIAs over members firms is less easy to predict; on the whole,
it seems that they presuppose such control more than_they bring it about,
and that ghe presence or absence of associational control is much better
explained.by the particular country's lndustrial relations "rules of the
game” (see above). . Where, On‘the other hand, the state regulates important
aspacts of labor relations directly -- e.g. through . minimum wage legisla-
tion -- the incentives for stro#g employers associations teo develop can be
expected to be weak, and individual employers may even be able to refuse
to recognize trade unions altogether. Generally, States which. intervene in
the process of wage determination have the alternative of.either soliciting
the cooperationAof the "sgcial parties" and working, as it were, through
their organizations, or Dbypassing both unions and émployers agsociations
and relying on their own regulatory machinery. Which of the two options
they choose seeﬁg to depend at least partly on the strength and the orga-

nizational structure of the trade union movement (see below) .

{3) Centralization. and Unification.of National Trade Union Movement.
Where trade unions are centralized and united at the national level, employ-
ers will be under pressure to build up strong national (peak} associations

of their own.
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Centralized Einheitsgewerkschaften holding an effective monopoly of

repfesentation are able to prevent their workplace organizations from inde-
pendent, autonomous action and thus to protect the stapility of multi-firm
(industryﬂwide~or nation-wide) bargaining arrangements (see above, "Rules

of the Game"). Purthermore, in so far as centralization gives trade unions
thé capacity to coordinate thelr activities in different sectors of the
aconcmy, it makes it necessary for employers to develeop similar coordina-
tion mechanisms. Moreover, a centralized and united union movement can

be expected to have more influence on the State, and to interact more closely
with - it .= on social pplicy matters, than a decentralized and divided

movement. Employers confronted with a naticonal Einhedtsgewerkschaft are

therefore forced to acquire a matching capacity for unified political action --
especially since union centralization makes it difficult or even impossible
for the State to influence wage settlements without relying on trade union
intermediation. Generally, a centralized and unified trade union movement
" can be expected to create in employers a sense of class‘antagonism and a
need for clase seclidarity whiéh are highly conducive to thé emergence of
strong assocliations. (The same holds for control by Social Democratic or
Labor Parties over national political institutions; see below.)

Among the characteristics of industrial polities which work upon BIA
organizational éroperties mainly by conditioning trade union behavior, the
following seem to be particularly =significant:

(1) Range and Scope of State Social Policy. The broader the social

policy functions of the State, the more it 1s possible for trade unions to
be compensated . - for concessionsmade in direct collective bar-
gaining. This is likely to facilitate stable and cooperative collective

bargaining relations. By assuming social policy responsibilities, the
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‘State takes potentially divisive political issues out of the hands of the
social parties, bringihg them either under unilaterxal state.regulation oxr
making them the éubject of tripartite negotiation and cooperation. On
subjects that have in this way been politiciﬁed;inationgl trade unions and
employers asscoclations no longer have to defend their jurisdiction against
their workplace organizations and mémbers. In so far as state social policy
is negotiated on a tripartite basis rather than unilaterally dictated, it
forces bhoth unions and employers to centralizé .thelr organizations and
crientate them towards the state. Moreover, a centxali;ed social poiicy
inevitably involves ccmplex systems of formal rules which can be designed
and applied only with'a considerable input of information and expertisge.

We expect, therefore, that in countries where the state has assumed broad
responsibilities in social policﬁ, much of the activities of BIas (and
trade unions as well) will consist of fu;nishing information both to the
state on their members and to their members on state policies. The high '
complexity of publiq soclal. policy and the specialized expertise required
for dealing with it may make it appear useful tc organize employers inter-
ests in a separate organization apart frqm othef business interests. On
the other hand, the more the social policy role of the State is extended,
the more social policy and general economic policy will become interdepend-
ent, and the greater will be the pressure for coordinatioﬁ of poliéies

not only betweén different sta;e agencies but also between employers asso-
ciations and trade associations: In this senée, growing scope of state
social policy and increasing preemption.cof collective bargaining by tri-
partite policy formulation, while they need not render differentiation of -
busginess asscociations by different tasks and task environments useless, may
create a need for closer inter-organizational coordination. An approximate

measure of the social policy role of the State is the percentage of the
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gross national product spent on public and quasi-public so¢ial insurance

pregrams (health insurance, unemployment, etc.).

(2 Extent to Wnich National Political Institutions Are Controlled by

Social Democratic/Labor Party. That Social Democracy may have an influence on

the structure of BIA:has already been mentioned in the context of
interactions with the State (III.3.1.2.). 1In addition, ruling

Social Democratic parties usually have promoted, frequently

by legislation, the development of multi-plant, sectoral, industrial or
national~level collective bargaining. In this way, they have not only
served the intexésts of their trade union allies but also forced employers
to delegate significaﬁt.bargaining responsibilities and debision~making
powers to associations. At the §a¢e time, partly through their contribu-
tion to the institutionalization of industrial relations and partly through
their effofts to integrate industrial relatidns into a broader context of
tripartite macro-economic management, Social Democratic governments have
generally contributed to a transfer of potentially disruptive industrial
relations problems into tﬁe broader political arena and thus to a reduction
in the level of open industrial conflict. While on the one hand this has
reduced the challenge to business posed by spontanecus, unregulated
and hierarchically uncontrolled strikes and strike threats, it has on the
othexr hand forced emplovers, like their coﬁnﬁerparts on the trade union
. 8ide, to develop an organizational capacity to interact not only with the
opposite "seocial party" but also with a powerful . centralized, interven-
tlonist state (cf. abbve, Social Policy).

’

{3) Extent of Internaticnal Trade Dependenca, International Capital

Dependence, Vulnerability to International Competition, and Vulnerability

to International Security Threats. It has been argued above {(IIL.3.l1.1.)

that external dependence and vulnerability cause states to support asscéia-

tive action and to assist social groups in the creation of stable "private
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governments”. This concerns not only businessg but also labor. In inter-
natiocnally wvulnerable countries business. associations are typilcally faced
with safely institutionalized trade unions which, Like themselves, have
highiy devaloped organizational structurss. The presence of these counter-
parts reinforces the organizational development of business associations
and further contributes to their governing capacities. In addition, inter-
national wvulnerability not only affects the behavior of govermments but
also that of trade unions. Unions are generally well aware of the extent
to which the income and the jobs of their members depend on free inter-
national trade, on the country's competitiveness on foreign markets, or on
forelgn investment. Trade unions in internationally vulnerable countries
tend‘to be prepared to gooperate with the govermment and the interest
organizatlons of.business to protect the joint interests of the country
vis-d-vis its international environment. For this purpose, they will be
preparéd.not only to accept quasi-govermmental responsgibilities themselves
but alsc to agrse tc business associ;tioqs taking over such .responsibili-~

ties (and perhaps sharing them with them).

III.3.2.2. SPECIFIC SECTORAL CONDITIONS t

The institutional-;tructure in which the exchange between labor and
capital takes place may not be the same'fcr all sectors of a national ecoc-
nomy. This holds alsc for the economic and social conditions influencing
trade union behavior wig-d-vis capital as an employer of labor. While the
institutional sﬁructuréofjoint regﬁlatim1atsectoral level has a direct effect
OnBIA;crganizationalproperties(withtheqpalificationsintroducedabove), the
social and economic structure of the sgector influences BIs indi-

rectlz through its influence on trade unjons.

+ . o as .
Operational indicators for this section are listed in Appendix C.
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There are mainly four characteristics of sectoral institutions of joint
regulation which we expect to have a direct effect on the organization of
buginess interests:

{1} The Relative Importance of Workpldce and Company Bargalning as

Compared to Regional or National Multi-Firm Bargaining. Employers associa-

tions increase in significance and gain in organizational capacity the
~greater the extent to which the terms of. exchange at the labor ﬁarket are
requlated by multi~-firm as opposed to workplace and company bhargaining.

The importance of multi-firm bargaining in an economic sector depends on
its area of coverage and its impact on the actual wage level. The coverage

of multi-firm bargaining is measured by the percentage of workers in a .

given sector whose wages are covered by multi-firm agreements. The impact

of mualti-firm bargaining is measured by the difference’ between workers'

actual wages and the wage rates set by the agreement (wage drift); the

greater this difference, the less effective is the multi-firm bargaining
mechanism iﬁ regulating the labor market, and the lower {(presumably) the
control capacity of employers associations (and trade unions) over their
members. ..

(2} .Configuratlon of Trade Unicns and Collective Bargaining Arenas.

In a sector with only one centralized trade union organizing all groups of
workers in all regions and subsectors, ﬁhere i3 likely to be considerable
prassure upon employers to join in a similarly unified and centralized .
employers association. This should hold, perhaps to a lesser degree, even
if the sector has more than one bargaining arena, i.e. if different agree-
ments are negotiated by the same union for different regions, subsectors,
or groups of employees -- the decisive factor being the degree of union
centralization and the ability of the union to coordinate its strategies
in the different bargaining arenas. In any case, once a multi-firm bar-

gaining arena has been firmly institutionalized, employers will £ind it
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useful to build up a coterminous interest assoclaticn or, at least, to
improv; coordination betwean existing associations représenting employers
in the respective arena. This should be true regardless of the number of
unions involved on the other side of the bargaining table. In sectors in
which the number of unions and bargaining arenas is high, the incentives
for employers to form comprehensive and complex associations or associa-
tiocnal systems are weak. Generally speaking, if the bargailning system in
a particular sector is fragmented in a number of independent bargaining

. arenas -~ which could be due to either fragmentation or decentralization
of trade union organization -- employers‘éssociations will also tend to be
decentralized and fragmented; if oﬁ the other hand the number of bargain-
ing arenas is small and trade union strategies in different arenas are
effectively coordinated, employers are forced to build comprehensive and
centralized associations with a high capacity to integrate diverse inter-
agts and. to make their policies binding on a large and heteroéeneous con-

gtituency. The degree of fragmentaticn and coordination of multi-£irm

collective bargaining arenas in a sector is indicated by the number of

(major) industrial agreements negotiated (fragmentation) and the number of

(major) trade unions negotiating industrial agreements (coordination).

{3) Presence and Configuration of Tripartite and Bipartite Public

or Quasi-bPublic Bodies, Agencies, Authorities. Dehling with Sector-Spec-

Lific Labor Problems. Most of what has been said above (III.3.1.2.) on the
influence on BIAs of state-sponsored consultative ar decisioﬂal bodies

of functional representaticn alsc holds for bodies composed of'bofh

unions and employers (and sometimesrincluding state representétives).
Regardless of how such bodies have come into existence -- whether by

state imposition or by agreement between the social partners -- for the
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employers under their jurisdiction they usually create strong incentives

.

to coordinate their activities and/or the activities of their asso-

ciations. In this respect, bi~ or tripartite bodies have about the same
impact on BIAs ag institutionalized bargaining arenas (see above). Multi-
parﬁy sectoral institutions with a public ox qpasi—pgblic status also tend

to increase the organizational security, and.sometimeé in fact the orga-
nizational resources, of both unions and BIAs. 2As a consequence, the govern-—
ing capacities of business associations are enhanced. A further impact of
multipartite institutions on BIA properties may be through their effect on
trade unions. By improving the. stability of coﬁprehensive and centralized
trade union organizations, such institutions put additional pressure on

BIAs also to develop their organizational properties.

(4) Status_of Sector:in National Trade Union Policy. National trade
union movements may concentrate thelr efiforts on a particular sector (or
reglion) to achieve a "break-through agreement"wéichcanJmalater exttended to
the rest of the econcmy (country). Break-through sectors are selected on
the basis of their market and production structure and of the strength of
their trade union. oxganlzation. Since these factors remain fairly stable
over time, union efforts to gain model agreements usually concentrate on a
small number of sectors. . Employers in such sectors will have to face indus-
trial action more often fhan other employers, and they will therefore be
more inclined to foxm strong assocliations. Furthexmore, since the ocutcome
of collective bargaining in break-through sectors concerns not only the
employers immediately affected but all employgrst1the country, sectoral
employers associations are likely to receive outside organlzational assig-
tance if needed. They are also likely to play an important role in their

national employers peak associations.
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In addition to the effects of sectoral institutional structures,
sectoral business assoclations are influenced by a number of social and
econcmic factors whose effect on them is more indirect. In particular,

we expect three such conditions to be of importance:

{1) Labor Intensity and Position in National Wage Structure. The
greater tﬁe labor intensity of production, the more, eéerything else Lhe~
ing equal, is at stake for employe;s in the determination of the pricé -
of labor.+ As a cconseguence, employvers in labor intensive secqtors are
particularly likely to detect common interests and act collectively on
labor-related matters. In capital-intensive indqstries, on the other

hand, employers associations can be expected to have considerable difficul-
ties coordinating aﬁd controlling the labor-market behavior especially of
the larger and more profitable among their member firms. The more capital-
inténsive an iﬁdustry is, the more ité leading firms will be prepared to
pay their workers-wageé in excess of industry-wide agreements -- not only
to buy industrial peacs bu£ also to keep overall trade uﬁion influencs amohg
their wquforce in check ~- and the lass willing such f£imms will. be to co-
aperatg as‘ﬁﬂ§ers-of;labqr4with ppherrfirms and to subjeat themselves to
collective lakor-market discipline. Likéwiée, iﬁ éectors where wages grow
faster than in the economy as a whole, employers may find it necessary to
strengthen their associations in order to make théir resistance against
union demands more effective. In sectors with wages falling relative to
the naﬁional average, the incentives for employers to organize are weak.

(Relative decline of sectoral wages may also be due to successful associa-

tive action by employvers.)

+Leaving aside sectors like the public¢ service where lncreased labor costs
can easily be passed on to the consumer -- or could until the emergence
of taxpayer revolts.
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(2) Union Density. The higher the percentage of the workforce in a

sector who are.unionized (density ratio), the greater is the need for em-

. ployers to organizZe in powerful employers associations. Ceteris paribus,

this is tme even if the numbeﬁ of unions and bhargaining arenas in the: sec-
toxr is‘high. In sectorxs with a fragmented bargaining system and decentral-
ized trade union organization, high density makes it likely that gains made
by one union, or by workers in a "brsak-through" bargaining arena, will
soon be made also by other unions or in other bargaining arenas (“leapw
frogging"). The more probable this is, the higher the incentives for em-
ployers to coordinate theilr bargaining strategies at ﬁhe gectoral level.
Density ratioé may differ widely by subsectors and by sub?groqps of the
sectoral workZorce; the greater these differences, the more difficult it is
to predict the effect of the overall density ratio on sectoral BIA proper-
ties. A sector's aggregate density ratio reflects the structure of the
workforce in the sector and covaries with variableé like the relative number
of manual as opposed to non-manual, skilled as opposed to unskilled, and
male as opposed to female workers. Since these and similar variables af-
fect BIA orgamizational properties through their effect on union demnsity,

they are discussed in this context rather than separately. The union

density of a sector is given by the ratico of union members (excluding pen-

sioners) over the total number of workers (excluding the unemployed).

{3) 8Strike Pattern. The structure of husiness associations in a

given sector is condiltioned by the frequency and prevailing pattern of
sectoral strike activity. 1In a sector which is relatively strike-prcie
in comparison to the economy as a whole, employers should be more likely
to build up strong and encompassing employers associations than in a

gsector with low strike activity. If strikes are predominantly local,
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unofficial and short, employers associations tend to be limited in their
fuanetions teo Ehe provigsion of adwvice and legal services. The more strikes
become regional or natiocnal in scope, the more the functions of employers
assoclations will tend to include the provision of strike insurance or

the organization of lockouts. With increasing reiativg frequency of
official as distinguished from uncfficial strikes, the role of the
employers assoclation as the official representative of its members
vlis-d=-vis the union grows in iﬁportance. If strikes normally last long,
employers may feel a need for strike insurance, and this again is likely

to add to the functions of employers assoclations.
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III.4. ORGANIZATIONAL PROPERTIES
iII.4.1. INTRCODUCTION

The aim of this project is to determine under what cond;tions and for.
what purposes busiﬁess interests act collectively through formal associﬁ—
tions; what forms such associations, or systems of associations, take in
. different social, econcmic and political envirconments; and what tasks such
formal associations perform, Fortunately, this makes it unnecessary for
us to take sides in the old and ongoing debate on whether organizations can
or cannot be "understood" through their formal properties, and to what
degree formal structures reveal or determine what is "really going on" in
organizations. The purpose of our research is not primarily to "under-
stand organizations" but rather to explain the resort‘to formal oxganization,
as opposed to informal collusion, as a mode of collective action by a parti-
cular scocial class. Here, we have offered the hypothesis that the emexr-
gence and the structure of formally organized (systems of) intefest asso-
ciations of business vary systematically with two clusters of determinants:
the kind and structure of the underlying membership interests, and the
conditions and processes of political influence. The present section of
this paper is devoted to defining a set of variables and operational in-
dicators measuring the extent and the ﬁay in which the collective inter-
ests of business’in specific countries and eccnomic sectors are organized

in, and intermediated by, formal associations.

To jusﬁify ﬁhe cdﬁcentration ofuthe research on formal organizational
properties, it may be useful to consider briefly the relationship between
formal organization and political interests. Formalization of systems
of collective action entails an explicit definition of common objectives
("functional specificity") and the establishment of criteria of eligibility

for membership. Since rules of inclusion are at the same time rulesg of
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elimination, the formalized houndaries of interest assoq;ations function
as institutional filters separating members and interests that are admitted
intoc the association, fromothers that are excluded and have to find their
own organizational forms. Internally, interest associations containing
heterogenecus interests among their constituency may set upformalilzed sub-
divisions allowing subsets of interests to express themselves indepencdently
and to be officially represented in the association's political process.
Other partial interests within a’ BIA which are not institutionalized in
this way are excluded from open and. legitimate articulation. Furthermore,
to the extent that thé interests represented by a particular asscciation
affect, and are affected by, other interests, associations may enter into
more or less formalized relationships coordinating their activities and
compining their interests into more genetalr;nterééifaggregates. By
selecting,- excluding, emphasizing, suppressing and combining interests,
the formal structures of interest associatiocns brocess the complex variety
of motives and goals.existing in the soclal group they represent, and
transform tﬁem into a more or less coherent set of political objectives
and actions. If the form of the organizational channels processing a
groﬁp's "paw interests" is altered, the interests selected for representa-
tio# will change, and the "processed interests" arxe likely to be different-
ly weighted and aggregated. In this sense, thé fermal organizmational
properties of (systems of) interest associations can be conceived of as an
cbjective, behavioral expression of how the respective asgociatlions per-

ceive and ilnterpret the collective interests of theilr constituents.

This is not to say, of course, that every single aspect of the beha-
vior of interest associaticns, or of organizations in general, is deter-

mined and explained by formal organizational properties. There is no doubt
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that the day-to-day decisions of organizations are greatly affected by

informal processes, and that "what is really going on" may even take place
largely outside formal associational channels. However, while the informal
elements of formal organizations are ugdoubtedly significant, they are lo-

cated within and confined by the basic Framework of formally established domains,
structures, and exchange relations. How important these are in condition-—

ing organizational behavior 1s illustrated empirically by the existence of

what cne can c¢all the politics of formal organization. If the formal

properties of interest associations were unrelated te substantive interests,
or if the basic interest definitions embodied in them could be easily modi-
fied and circumveﬁted informally, they would not be as carefully chosen
and as passionatelf defended and contested as they are, and attempts to

change them would be accompanied by less political conflict.+

+Limiting the scope of the research to the formal organization of interest
asgseciations can be justified not only substantively and theoretically but
also has significant practical advantages. Data on formal structures are
as a rule easier to collect than data on informal relations and processes.
To measure the formal organizational propertiss of interest associations
one does not have to sit in on secret meetings of their executive committees
or to chserve which members talk tc which over the telephone in prepara-
tion of an important decision. Formal organizational properties can
frequently be determined without any cooperation by the associations them-
selves by analyzing published documents, yearbooks, rule books, constitu-
tions, etec. In fact, if it is true that the preparedness of business
associations to cooperate with independent research by outsiders is lower
than that of other interest assoclations - keeping in mind that is is not
clear whether enough attempts have been made to falsify this generaliza-
tion - concentrating on formal properties that can be measured by "unch-
trusive indicators" may be a way of sclving the problem of access. Even
where data are not publicly availakle and where it is necessary to inter-
view assoclation managers, qguestions on formal organizational properties,
such as the number and the organization of staff, are likely to appear
less suspicious te interview partners, and to be more easlly answered,
than gquestions on, say, the association's "real power structura" or its
willingness to concede on certain critical union demands.
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ITT.4.1.1. ORGANIZATIONAL DEVELOPMENT: Organized Complexity and

Relative Autonomy
As we have gaid at the outset, we attempt to determine the degree to
which business interests are intermediated through associations by analyz-

ing such associaticns' formal organizational properties. Our assumption

is that the more important agsociative action is for Business interests

in a particular country or sector, the more developed the organizational

properties of the respective business associations will be. The principal

concept here isrthat of "organizational development". Organizational
structures are thé.more "developed" the more encompassing they are in
scope and purpose (the more "external effects" and interdependencies they
"internalize"); the more specialized and coordinated they are inter—

nally; the more safely their supply of strategic resources ig institu-
tionalized; and the greater their autonomous capacity to act and té puL=
sue long-term strategies regardless of short-term environmental constraints
and fluctuations, Thé two basic notions involved in this concept are
those of‘organized‘(ordered, coordinated) ccmplexity and of (relative)

autoncmy (Verselbstidndigung). In the following, we will briefly discuss

these as they relate to the treatment of organizational properties in this

+
W‘prqjeqt.

+’I'he concept of development may carry the connotation of a historical process
starting at a "low'" level and proceding continuously to ever "higher" levels,
Whilst we do not want to preclude the possibility that some empirical busi-
ness associations indeed are, or have been, undergoing "development” in this
sense, our cencept is not primarily historical but analytical in status.
That is, while we do classify organizational properties of BIAs in terms

of thelr degree of "development", we are not making the assumption that a
"highly developed" association has necessarily been less: developed in the
past. This means, among other things, that we allow for the possibility of
diffusion of organizational forms as an alternative to "organic" growth.
Furthermore, we do not wish our concept of development to imply a notion of
unidirectionality. Although we expect that highly developed organizational
structures will offer considerable ragistance against "de-development”

(which has to do with their very "autonomy” and EigengesetzlicﬁkeitJt

we assume that the degree of BIA organizational development is primarily de-
pendent upon specific environmental constraints and opportunities. In prin-
ciple, the external contingencies affecting a particular BIA organizational
structure may change in such a way as to lower rather than raise its level
of organizational development.
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In its most general sense, the concept of crganized complexity re-

fers te a multiplicity of different units that are reléfed to each other
in a non-accidental, orderly, purposively designed pattern making them
contribute to the-performance of a specific common function. A social
system, including an interest association or a system of interest associa-
tions, is the more complex the higher the number and the greater the di-
versity of the units of which it is composed; and it is the more organized
the larger the number of institutionalized relations between its components
and the greater the extent of functional éoordination achieved through
these relations. Further below in our discussion of organizaticnal struc-
tures, we ;ill uge the term “differentiafioﬁ" t? refer to the degree to
which associations or associational systems are compesed of different

{kinds of)f units, and we will speak of-"integrétion“ to denote the extent

: . . . +
_to which component units are coordinated towards common, general objectives.

+The concepts of differentiation and integration will be used to describe
and analyze the structure of both individual associations and systems of
associations (intra-crganizational as well as inter-organizational struc-
tures). The relaticnship between "internal" and "external" organization-
al structures will be discussed shortly. At this peoint it may be useful
to remark briefly on our use of the term "system" when we speak of "asso-
ciational systems". Basically, an associational system in our usage is
the universe of all BIAs representing lnterests from a particular economic
sector. The term sector has been discussed extensively above,

wWhen used in connection with the concept of "associational system",
"sector" means exclusively "sector (or sub-sector) objectively defined on
the basis of product identity / similarity / proximity". The criteria
defining the associations that belong to .a given "sectoral universe" are
described in the research design, below {(IV). The important point here is
that if we call a sectoral universe of assoclations an "assoclational '
gystem", we do not make any'assumptions about the character of the relations
between the associations belonging to it. In particular, the concept of
"system" does not contain any pre-judgements on the interrelatedness,
interdependence, density of interaction etc. of the respective associa-
tions (i.e. on what is frequently called the "system character" of a given
set of social or other relaticonships). Although we expect empirically

to find at least some degrae of interrelatedness in all our sectoral asso-
clational systems, as far as our concepts are concerned they contain the
possibility of total isolation of compeonent units and “zero system inte-~
gration”. The degree to which the asscciaticnal systems we are dealing
with in this research are, or are not, integrated (interactive, inter-
dependent, boundary-maintaining, self-reproductive or whatever) is entire-
ly an empirical question and in no way pre-judged by the use of the term
system.
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Starting with the mest cobvious aspect of complexity which is multi-
plicity and diversity, an important, and in fact the prineipal, source of
_strucfural complexity in interest associations is the diversity of
ufiderlying interests. Assuming a given distribution of diverse interests
among possible members, interest associations and systems of interest
asgociations can be expected to be increasingly complex‘the more compra—

hensive they are in terms of the interssts they organize. Since the com-

prehensiveness of an interest assoclation geteris paribus covaries with
the number of its (potential) members, associations with broad constituen-
cies and many members‘are ﬁore complex than associations with narrow con-
stituencies and few members. In this sense, the organization of a given
popuiation og interests in a small number‘of large and broadly defined
assoclations represents a higher degree of brgénizational development than
organization in a large number of small and narrow associations.

Large size in organizations gilves rise to internal differentiation.
The large; and the more comprehensive business ass&ciations are, the more
they canrbe éxpected to be differentliated into subunits responding to
different tasks and interests. Internal differentiaticn reflecting
task complexity is ancther aspect of organizational development of
interest associations: holding size and other properties constant, an
crganization that has a high number of internal subaivisions is more com-
plex and more developed than an crganization with no or few subdivisions.

The internal subunits existinq.within.organizations are subject to a
higher or lower degrge of coo;dination in terms of the overall organiza-
tional purpose. Functional coordination is the second dimension of what
we have called organized complexity. Intra-organizational differentia-
tion according to different special interests can be conceived of as a mech-

anlsm of accomodating those interests within one encompassing crganization
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and making them accessible for integration inte a broader, more general
interest definition. An alternative meehanism to achieve the same objective
would be exte£nal coordination between independent associations organizing
the interesats to‘be coordinated geparately., For example, road-building
firms and house-building fixrms could either be orgaﬁized in the.same‘inter—
ast association = which would then presumably have special internal sub-
divisions for each of the two. groups = or they could be organized separate-
ly and coordinate their interests through some kind of inter-organizational
linkage. Basically, intra-organizational differentiation into specialized
subunits and inter-organizational integration  through institutionalized
linkages between separate. organizations are functional alternatives that
can be used for the same purpose. |

Organizations differ by the extent to which their subunits form an
organic pattern oriented towards the achievement of a. common cbjective,
Ideally, the number of subunits in an organization should be limited to
what is rYegquired for the organization to achieve its objectifes; subunits
should be singular to avoid duplicaticon of effort; théy should be non-
competitive to prevent internal friction and diversion of resources frem

the ofganization's overall purpose; they should be functionally differ-

entiated according to a complementary division of labor; and

they should be hierarchically ordered to allow for unity of purpose and

continuous centralized- coordination. In the same way in which individual

assoclations ¢an be compared in terms of the degree of correspondence of

their structure to these criteria, so can associational systems. Obviocusly,

the range of varlation in this respect between associational systems 1s
much broader than between individual associations. At one extreme, one can
concelve of an associational system in which the number of constituent units

is unspecified; identical functions are performed simultanecusly by several
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associlations which are in dompetition with each other; associations de-

termine their ﬁasks independently without taking into éccount the tasks

performed by other associations; and no association is in a position to
exarclse hlerarchical control over others. Systems of interest associations
with these cha:apteristics have been termed "pluralist". At the other ex-
treme, the functionally complementary differentiation, hierarchical ordering,
non-competitiveness, unit ;ingularity ete. of an associationallsystem may
approach that of the subunit structure of é sinéle organization, and in fact
there may be empirilcal cases in which.what is formally a system of indepen-
dent crganizations, is more "organized", "ordered" and "coordinated" than
a loosely integ#ated single corganization. Asscciational systams whose inter-
organizational structures resemble an intra-organizational pattern of fﬁnc~
ticnal division of labor and hierardhical coordination - up to ana includ-
ing the transformation of inter-organizational relations between different
Anterests into intraForganizational relations through mergers - ﬁave been
labelled "corporatist". Although pluralist associational systems may con-
sist of a large number and great variety of component associaticns and may
thus be highly complex, they are not "ordered" or "organized" and therefore
represent a low level of organizational aevelopment.+

The second aspect .of organizational development in which we are inte-

rested is what we have called above “autohomy“. The notion of organiz-

ational autonomy refers to the supply of resources required for the cxgan-

+The two aspects of "organized complexity” will be dealt with in depth in
the first two of the four main parts of our discussion of organizational
properties. The first part, titled "Domaing®, will be concerned with the
choice by associations of the kind and range of interests they undertake to
repregent., The central variables there will be "comprehensiveness" and
"size". The second part, "Structures", discusses the internal structural
differentiation of asscciations within a given {or chosen) interest domain;
the institutionalized inter-organizaticnal relaticns between associations;
and the structure of associational systems. Here, the emphasis will be on
the mechanisms by which structural complexity is ordered, organized and co-
ordinated,
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ization's survival and growth ("input") as well as to the capacity of the
organization to determine its objectives and select thé means and strate-
gies to pursue them independently ("output"). OCur guiding hypothesis is
that organizations strive to increase their autonomy in both of these
dimensions in order to protect themselves as much as possible from un-.
predictable turbulences in their environments.‘By acquiring and defending
increasing autonomy in the ccurse of their development, organizations
secure their continuity and stability as social systems and become capable
of orienting themselves towards steady, long—-term obhjectives. The more
autonomy an crganization has achieved,‘the less any one of its envireon-
mentg is able to determine its behavior ("un-coupling"); the more it is
capable of changing it$ environments instead of itself in order to protect

its own performance and stability; and the more reliably its present

structural properties predict its properties in the future.

In political interest associlations at’ least, the foremost environ-
ment from which organizaticnal autonomy has to be wfought 1s the member-
ship. As far as resource supply ("input"} is concerned, political organ-
izations at a low level of development get all their resources - finance
as well as manpower.-‘from their members on a spontaneous, non-routine,
voluntary basis. To increase their autonomy, organizations of this kind
have basically three strategies at their disposition which they can to
a c¢ertain extent combine:

{1) they can make the supply of resou:ceé by members a formalized
obligation enforceable in law (constitutional imposition of regular dues
payments, emplpyment of professional rather than voluntary staff, com-
pulsory membership.):

{2) they can complement the more or less voluntary contributions of

their members by selling products or services at the market; or
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(3) they can turn to othgr Ygponsoring environments" for subsidization.
The most likely source of subsidizaticn for pelitical ;rganizations is, of
course, the state. The importance of the state for the development of polit-
ical organizations is lncreased by the fact that the feasibility of the
first two strategles of gaining autonomy is to a good deal determined by
state~defined "xules of the game" (in particular, compulsory membership).

The transformaticn of wveluntary support into legal, routine obligations

can be referred to as formalization while the mobilization of support from

other environments amounts to an increase in institutionallzation. 2a de-

veléped pelitical organization extracts resources not only from its member-
ship base but from a multiplicity of enviromments -~ enabling it to balance
the influence of one source of suppoft Egainst that of another -- and it
receives its supports on a routine basis through stable and predictable
lines of supply.

Resource autcnomy from the membership is closely related to strategic
a.utonomy'as organizational inputs and cutputs are linked to each other in
the exchange between the organization and its various enviromments. Interx-
egt associations with little developed organizaticnal properties have to
gear their policies closely to the immediate demands and the short-term
" interest perceptions of their membefs who are their only source of support.
Since the immediate concerns of members of interest asscciations are ﬁore
likely teo he narrowly defined, idiosyncragicavnd subject to rapid change, such
oﬁganizations tend to be small in size, and their policies tend to be
particularistic and unstable. Associations can free themselves frem the-
uncertainties of political spontaneity by developing into firms selling
products or se;vices at the market, If they do not choose this alternative

and decide toc stay in the political realm, they can grow In size and com-
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prehensiveness and develop longer-term perspectives only if they acguire

a capacity to reject short-term member demands and to make their decisions
binding upén their members eveﬁ against resistance. For this "relative
autonoﬁy" to develop, asscociations need the support of their other environ~
ments cempensating them for the inevitable decline in the spentaneous
suppert from their membership, or enabling them to ext&act such support

in spite of member apathy or resistance., ' This external assistance is
likely to come forward only if the asscciation's activities respond at
least to some degree to the respective "other" enviromments' interests,

in particular, to the intereéts of the state, It is only to the extent
that associations become in this sense interest intermediaries between
diffeient‘environments that‘they can transform themselves into stéble,
continuous, institutionalized interest governments, and it is only tb
this extent that they can afford to be unresponsive to some of the demands
made on them by their constituents; to represent the interests of their
members onlf seiectively and in a general, EcgmgxmmisedPﬁfwrm; and

to éesign their policies and strategies in accordance with their own struc-
tural needs rather than with the wishes of actors other than themselves.
The most frequent form of exferna; support for interest associations 1ls

of course state recognition and licensing ana the granting of a monopoly
of representation, often combined with compulsory membership.+ vVoluntary
membership: and the absence of state licensing and representational mono-
polies are characteristics of pluralist systems of interest representation
whereas compulsory membership and state—gﬁaranteed associational functions

and domains correspond to the definition of corpofatian\ Organizational

+It is possible that associations in trying to gain independence from their
members become dependent upon the state -~ or some other "third party". State
dependence is of course no more welcome to associations than member depen-
dence, and the "high art" of developing the organizational properties of an
interest association is precisely to find a position in which the influence
of each of the organization's task enviromments can be balanced against the
influence of another. ’
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development, then, of interest agsociations in the direction of increasing
"relative autonomir" from their primary enviromment -- the members -- im-
plies a move from pluralism to corporatism, acéompaniediby a decline in
the voluntary and an increase in the obligatory character of their organ~-
ization.+=

Different degrees of oﬁganizational development of interest associa-
tions and interest assoclational systems are related to differences in the
relative importance ¢f the logics of Memberships and Influence. As far as

organized ccmplexity is concerned, assoclational systems that are primarily

responsive to their membership base are likely to be fragmented into a
large number of small, narrow, internally undifferentiated and externally
unceordinated special interest associations., While the degree of frag~-
mentation, dispersion, overlap etc. prodﬁced by the Logic of Membership

may vary between countries and economic gectors with different structural

+Resourée and strategic autonomy will he discussed more thoroughly in the
third and fourth part of cur treatment of organizational properties.
Rescurce autoncmy is the subject of the third part which is titled
"Resources". Strategic autonomy is dealt with in the fourth part titled
"Outputs". The two parts are closaly related as organizational processes
are conceived of as transforming input "Resources" into different "Outputs”
exchanged with different enviromments in return for different kinds of
supporta. -The bhasic gstructure of cur discussion of organizational proper-
ties, then, is thig: OQur general concern is with organizational development
which we have analyzed into the concepts of organized complexity and
(relative) auntonomy. While organized complexity contains the notions of
comprehensiveness and gtructure, autonomy relates to resources and strategy.
The problem of domain comprehensiveness is discussed below under Demains,
the problem of internal and external structering under Structures, the
supply with required ("input") resources under Resources, and the prcblems
of policy and strategy under Output. The basic conceptual structure of our
discussion is represented in theé following diagram:

Organlzational Development

/\

Organized Complexity Autonomy
Comprehensiveness ructuring Resource Supply Policy Strategies
"Domains™ "Structures” "Resources" "Cutputs"

{IIT.4.2.) (II1.4.3.) {(1II.4.4.) (ITT.4.5.)
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conditions, generally the desire of members to have their immediate, particu-
lﬂfiStin‘inéerésts represented as undistorted as possible works in the
direction of narrow domains‘and resistance to coordination within associa-
tional systems. As Mancur Olson has persuasively demonstrated,+ interests
are the more likely to be organized in voluntary membership assoéiations

the more narrowly defined they are, and they become increasingly unlikely

to be organized as they become more general. Although members may be aware
of the general implications and the interdependencies of their interests with
those of others, having to abandon some of them for the sake of organizational
unit?,and te contribute to the costs of an elabeorate formal structure of
interest eoordinaticn.poses.insurmountable "Prisoner's Dilemma" problems.

As a consequence, members will tend to associate, if at all, only with the
very small number of those Qho share their immediate,specific, narrowly de-
fined interests, and the resulting associations will be narrow in scope, small
.i; membership, internally homogeneous, simply structured, highly regponsive

to the immediate demands of thelr members and highly unresponsive to demandé
for coordination with neighbering or more general interests,

Oppositereffects originate from the Logic of Influence. States in
attempting to process and regulate so¢ilal intarests seem to have a preference
forfdealing with a small rather than a large number of interest representa-
tives and for being confronted with interests that are as aggregated and
comprehensive ;s possible. Interest associational structures dominated by
the Logic of Membership traﬁsmit to the state a vast variety of special inter-
ests and place the burden of their reconciliation and accomodation upcn public
authoritigs. In societies in which all important aliocative decisions are

affected at the market, this may not be much ¢f a problem. However, where

the state has, willingly or not, accepted a rasponsibility to protect the

+ .

"The Poclitical Economy of Economic Growth Rates", in: United States Congress,
U.S. Economic Growth from 1976 to 1986: Proswmects, Problems, and Patterns,
Vol. 2, 1976, pp. 25-40.
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interests of specific social groups and to regulate their transactions with
others politically, governability may depend upén the éxistence of broad,
encompassing, well-coordinated systems of ;nterest associations reducing
the complexity of social interests by transforming them into a limited

and politically managéable number of interest aggregates. States whose
ability to govern hinges upon this kind of soclal, pre-state interest
transformétion may take direct or indirect méasures to redesign member-
dominated, fragmented associational systems and change them into influence-
oriented, encompassing, integrated interest governménts.

In attgmptipg to consolidate and "rationalize" organized systéms of
functional representation, states are assisted by another aspect of the
Loglc of Influence which is the political imperatives of successful asso-
ciative action. While the immediate interests of members work in the direc-

‘tion of fragmented and simple associational structures, the exertion of
effective political influence may demand coordination of efforts and con-~
centration of resources and power. As a result, members are often faced with
+he unpleasant alternative of having thelr interests repraesented gn their
authentic, unmediated form by little developed, small aﬁd powerless asso-
clations, or having them represented only partly and generally but by high-
ly developed, large and (comparat;vely) powerful associations. By biasing
the conditions of political success in favor of inclusive and comprehensive
representation, states can areate institutional incentives for the formation
of developed associaticnal structures with a nigh internalized capacity for
interest transformation and compromise. In the case of BIAs, similar con-
gtraints can emerge from the confrontation with centralized trade unions
which may force individual businesses to confer upon broad and relatively
interest-unspecific associations the authority to act con their behalf even

though their decisions may in some cases violate some of their meore specific

interests.
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. The simultaneocus impact of the Logics of Membership and Influence
pushes and pulls the organizational structures of BIAs‘ and BIA systems
in opposite directions., Which of the two competing forces will prevail
in a given case should; to a gignificant degree, depend on the concrete
conditions of mémbership and state/trade union structure {e¢f. the variables

listed above, under III.3.1. and III1.3.2.). One form of compromige bhetween

the twe Logics at an advanced stage of organizational development is the
formation of a pyramid of associations and "associations of associations"
with a high number of hierarchical levels. At the beottom of this pyramid,
there iz a multitude of narrow, small, highly iﬁterest«specific and special=-
ized "direct membership" associations. At the next-higher level, these
are combined into, and coordinated by, a series of "higher order" asggcig-
tions of associations which are both fewer in number and broader in scope
thén the assoclations they are organizing. At the next level, there is a
still smaller number of still broader higherﬂorder-associaﬁions combining
and cocrdinating the associations at the lower level, and this
inter-associational interest agéregation and coordination continues until,
at the top of the pyramid, only one encompassing association of associa-

tions is left. The point about a system like this (see diagram) is that

"Influence"

LEVEL OF AGGREGATION

"Membership"

INTEREST SCOPE
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it responds to both the logic of Membership and the Logic of Influence at
the same timé and, at least possibly, to the same extent: while its bottom
‘structure accomodates the former, its structure at the top satisfies the
imperatives imposed by the latter. The gap between the two Logics is
bridged in thiscase by a chain of hierarchical inter-organizational re-
lationships which permits a stepwise separation of more special from more
general interests and gives special interests an oppé?tunity to express
themselves separately in the context of an encompassing structure repre-
genting and embracing the general interests of all participants. In this
sense, a multi-level associational pyramid is midway between incorporation
of all special intérests in one encompassing association (responding to
the "Logic of Influence") and voluntary . crganization in a large number of
small, fragmented, uncoordinated sectional associations (in line with the
"Logic of Membership").

Similar cross-pressures are exerted by the two Logics of organizing
interests with rega;d.to_an asscciation's degree of organizational autonomy.
Under the imperatives of thé Logic of Membership, the only resources asso-
clations receive come from their members, and the value thef can add to what
their members have contributed'to them is fundamentally limited (e.g. effec-
tive "pluralist™ representation depends on the me@bers themselves exercis-
ing pressuré; presupposes direct informal‘interaction between members,
eto. Y. Furthermore, competitibn-between assoclations fér members not only
increases the power of the lattér over‘tﬁe former but also puts ﬂarrow
limits to the price associations can demand for their services, Stable and
generalized political influence, on the other hand, may, and usually does,
require organizational continuity, a capacity for long-term planning, and

the ability to disappoint and discipline the members in specific cases.
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The state, for its part, may be prepared to lend its assistance in the de-
velopment of such organizational properties if it has réasons to expec£

that strategic autonomy (of broad, inclusive, monopolistic associlations)
wiil be accompanied by strateglic responsibility and "reasonableness".

Again, assoclations including BIAs are caught between Eontradictory forces
and have a choice hetween either opting for one of them or trying to strike
a balance between them., Some of the relationships between the Logica

of Membership and Influence on the one hand and organizational resources

and strategies on the other are summarized in Figure VI, adding to those
given aboye in Figure I1I1 and described in the related discussion on pp.60-1;
more detalls will be introduced further down..

Generally speaking, our emphasis on the Logics of Membership and In-
f;uence reflects the cbservation that BIAs (indeed, most interest associa-
tions) are highly "artifactual" social instiﬁutions whose performance is
-difficult te assess and, hence, to justify on purély economic terms; whose
products are difficult to privatize and, hence, accessible to appropriation
by outsiders; and whose very presence ig difficult to sustain and, hence,
vulnerable to circumvention by strategicaily—minded, opportﬁnistic members
and staté authorities. As a conseguence, BIAs should have a more sexious
ana persistent problem in extracting sufficient yesources to ensure their
survival -— much less,'their growth ~-- than, say, a firm producing a
privately appropridble good through measurable processes of transformation,
or a government offering the histofically acguired and legitimated mono-
polistic service of providing order and exercising ccercion. All socizl
organizations must, of course, offer to their "enviromment” inducements

. , +
which exceed the contributions they appropriate, but for BIAs (and other

+ . . , -
Even governments or states which fail to provide order or are inefficient
in their use of ceercion may eventually ke overturned or overwhelmed.
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Figure VI

THE LOGICS OF MEMBERSHIP AND INFLUENCE IN RELATION TO

BIA ORGANIZATIONAL PROFERTIES

Logic of Membership

Logic of Influence

Domains
‘Narrow
Small
Self-determined
Structures
Internally simple
Multiple units
Unlimited number of units
Incomplete systeoms
Querlapping units
Fragmented, uncoordinated
In flux
Resources

From members only

Changing lines of supply
Spontanecus contributions based
on approval of policies
Voluntary labor ‘
State~independent representatidn
Competition '

Qutputs
Members determine strategy

Short-term perspective
Private functions

Broad
Large
Cther~determined, coordinated

Internally complex

Singular units

Limited number of units

Organic pattern of inter-organiz-
ational division of labor
(functional differentiation)

Integrated, hierarchically ordered

Estahlished

From a variety of environments,

. esp. the State

Instituticnalized lines of supply

Formalized and legally enforceable
support obligations

Paid labor based on contract

State recognition and licensing

Monopoly

Members are one strategic

environment among others
Long~-term perspective
Public functions

Consensus Authoritative decisions
Solidarity Self-regulation
Representation Intermediation, governance
Pluralism Corporatism
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interest intermediaries) this seems a particularly crucial problem,

This is not to say that the Logics of Membership éﬁd Iﬁfluence will
always predominate in the determination of organizational proPerties: If
BIAs manage to secure‘for themsgelves a stable supply' of resources through
the attractiveness of tﬁeir products, the indispensability of their per-—
formances or the unavoidableness of their intermediation between private
members and public authorities (or other private interlocutors), then

they can perhaps best be anq}yzed, as organizations,‘in terms of their,
more inwardly regarding, logics of goal-formation and poiicy implementa-
-tion. In such a case, they will have become established quasi-firms and/
or quasi-govermments invulnerable to problems of resource extraction.
Secondly, we have pointed tb the fagt that BIAs do not merely extract
resources from, and offer inducements to, their members as, say, a firm does
in attracting clients to buy its-products. Thelr status as intermediaries
means that they may (and usually deo) receive (indeed, depend upon) re-
sources, e.g. rights, subsidies, facilitations, enceouragements, from those
who ére in a position to respond to their demands, i.e. public authorities
and private "social partners", and must in turn offer tc these interlocu-
tors some inducements (goods or services) which will make the exchange
both attractive and, in the long run, viéble. This, of course, presumes
that BIAs, thelr members and their lnterlocutors are inveolved in a wvolun-
tarisﬁic, mutually or reciprocally advantageous, exchange relationship.
On¢e, however, elements of asymmetric dependence, of monopoly, of involun-
tary contribution, of legal obligatioﬁ, and/or of potential coercion creep
into the arrangement sustaining any giwven BIA, the "resource dependencf"

model becomes less applicable. Forms of "power dependency” may emerge
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both in the relation of BIAg with their members and in their relation with
public authorities (for example, whén authority is devoivéd upon them té
make binding, enforceable decisions). One way of expressing this trans-
formation is to describe the situation as one.in which the logic of in-
fluence, previocusly subordinate to (apd contingent up&n) the logic of
attracting, holding and extracting resources from members, or somehow juxta-
posed to it in the Janus-like situation suggested above (Section III.l.),

becomes predominant and BIAs can resolve their resource extraction prob-

lems by de facto or de jure éompulsory membership and compliance, and by

state subsidization and licensed governance. In the extreme case, BIAs
again become so safely institntionalized as intermediaries that they are

no longer resource or power vulnerable, and can therefore develop organiz-
ational properties determined almost exclusively by the imperatives of

goal formation and policy implementation in a sort of modern-revised versicn
of the Michelsian "Iron Law of Oligarchy”. In this case, however, the out-
come ensues not from a continuous and conscious, goal distortive manipula-
tion of members by leaders in power, but from the association's liberation
from its "intermediary" dependency on both members and authprities. BIAs

in such established corporatist arrangements become, in effect if not in

; ' . s +
name, interest governments more. than interest associations.

+We will not explore for reasons of space the inverse "liberal" or
"pluralist" transformation whereby BIAsz, initially resource and power de-
pendent, become increasingly independent of such envirommental constraints
by becoming monopolistic interest firms selling not compliance to authori-
ties but unique gelective goods to their members. Although they are not
{and were not) BlIhs, the nature and role of national automcbile clubs, e.g.
ADAC, TC3, offers a good illustration of what we are talking about.
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The next part of this paﬁer will attempt to put into perspective the
four kinds of focrmal organizational properties - Domaiﬁs, Structures,
Resources, Outputs - we believe to be particularly salient for answering
the questions posed in this project. Fellowing this, each of the four
themeé will be discussed in greater detail, with much of the attention being

devoted to problems of operationalization and measurement.

IIr.4.1.2. DOMAINS, STRUCTURES, RESCURCES, QUTPUTS

Business interests in developed capitalist societies are organized
in a great number and variety of associafions that are linked together
in ﬁighly complex patterns of inter—organizatioﬁal relations, While one
cauld speculatively conceive of a single all-encompassing asscciation re-
presenting the tptality of all business interests in a.country, -
in reality there have always been a multitude of business associations
whose Domains were much more narrowly definéd. Organizational domainé of
business interest associations are demarcated along a number of parameters
which correspond to perceptions of speclal interests within the general
interest of business as a class. The selection and demarcation of spe-
cialized domains represents a basic organizational response to pérceived
internal @givisions within @ ‘"business community” and defines the condi-
tions under which diverse interests are processed and translated into
common orgaﬁizational objectives. This explains why the nature of asso-
clatienal boundaries -- the demarcation of interest domains - of business
assocliations ne less than of trade unions, may become a matter not only
of private choice but also of.public concern. Frequently, the state attempts
to channel the ar?iculation of interests into a particular direction by

making associational domains more inclusive than they would be if their
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demarcation were left solely to the choices and dynamics of voluntary
political actién. As has been argued above, the very faét that formal
organizational properties may becomé the target of such strategies of
political design testifies to theif importance in the definition and
transformation of social interests, |

The demarcation of specialized associational domains givés rise to
differentiatioﬁ betwéen associations repreéenting similar interests
rooted in the same social base. The more associations specialize, and thé
narrower the range of interests that each represents, the higher, every-

thing else being equal, the total number of associations. To the extent

that the representation of the interests of a particular category of
business is divided among different associations, one can speak of an
"associational system” consisting of all associations representing the
interests of that category,and of theilr patterns of interaction. Associa-
tional systems may vary in terms of their degree and their pattern of differ-
éntiation, as well as in the way their member associations are ralated to
each othe?. Inter-associational differentiation may be weak or strong,
may follow different iines, and may or may not be accompanied by overlaps
between domains and competition between associations. Relations between

' .
agsociations may differ in intensity and may be organized both horizontally
and hierarchically. Although associational systems representing business
interests are typically highly differentiated, %%ried and complex, there
ig usually little if any competition or conflict between individual asso-
clations. Business interests seem to have a higher capacity than other
social categories to coordinate their collective activities, to accomodate
internal differences through organizational and inter-organizational arxrange-

ments, and to establish complementarity between associlations representing

different aspects of one: gollective interest. The mechanisms by which
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this iz achieved are at the center of the discussicn of ocur second cate-
gory of organizational properties, the Structures of associations and

inter-associational systems.

Internal di:ferentiaﬁion may occur not only in associaticnal sys-
tems buﬁ also in individual associations. To facilitaté the organiza-
tional processing of cleavages among jlts .members, an assoclation may
divide its domain into subdomains and set up internal subdivisions and
departments corresponding to the interests of different mem£er groups.
Asgociations differ with regard to the degree of auﬁbnqmy they grant to
their suborganizations, and to the role these play in the formulation of
assoéiational policies. In an association with a confederal structure,
suborganizations may €njoy as much or even more autonomy as formally inde-

peﬁdent aésociaﬁioﬁg béioﬁgigé to a cémmon higher-order assoéiation. In
fact, inter- and intra-organizatibnal differentiation represent functional
alternatives in the integration of partly conflicting interests into collec-
tive action, =0 that groups in principle have a choice between being repre-~
sented by a single large, internally differentiated organizatien ox by a

E

number of specialized and perhaps "federated" organizationg.

. A central problem in the design-of associational structures is the
management of internal interest diversity. The need for internally dif-
ferentiated (systems of) interest associations resuits from tﬂe existence
of cleavages between interests in their class, sectoral, branch or pro-
duct constituency. How much internal differentiation associations have
to admit depends cn the intensity of such cleavages and on the power
available to asscciations to enforce binding decisions on a hetercgeneocus

membership. From the perspective of an association, inclusiveness increases

internal heterogeneity and makes the definition of a common interest more



-143

difficult. It also cuts the association off from the mopilizational sup-
port provided by informal group cohesion and ildentification and increases
the likelihood of a break-away of dissatisfled member groups. Homegeneity,
on the other hand, may increase internal c¢ohesion and governmability but
means small size, limited resources, limited internal control over the
aggregation of diverse interests, and an externalizaticn of interest
interdependencies. Az a result, ﬁomogeneous, and therefore small, associa-
tions are likely to be more dependent on formal coordination with other
associations than he;ercgeneous and large ones. Since institutionalized
coordination entails costs in terms of crganizational autonomy, the prob-

lem interest associations have to solve in coping with internal diversity

of interests is to find an optimal mix between internal and external

coordination and differentiation. Tc maximize autonomy and to intern-

alize as many external effects as possible, associations have to integrate
the mazimum number of'cleavages they can manage without becoming ungovern-
able or breaking apart. To control the remaining externalitiss, they at
the same time have to establish more or less formalized ralations with
other associations, keeping the scope of such reiations as narrow as
possible in order to preserveAfor themselves a maximum degree of autonomy.
How many and how intense aleavages an association can process intermally
depends, amdng other things, on the intensity of internal and external de-
mands for associational policies that are non-trivial from the perspective
of the interests of the members and binding on the entire membership -
the stronger such demands, the narrower the range of manageable diversity,
It also depends on the capacity of the association to obtain the compliance
of its members. Furthermore, how many externalities an association has to

take into account is determined.by the chances for opportunistic behaviar
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offered by its enviromment. .In all these respects, the conditions of
political influence and the structure of the state in-ééneral are an
important factor, and it is precisely bﬁ strengthening the power of asso-
ciations over their members -- e.g., by more or less tacltly supporting
monopolies of representation -- and by limiting the chances for opportu—
nism that states can change the design of interest associational systems
in the directiocn of greater comprehensiveness and unitariness.

The third géneral theme of our discusslon of organizational proper-
ties is Resourcas. Whereas cur previous ﬁopics were concerned with theé
demarcation of asgociational boundaries, the internal differentiation of
associational structures, and the design of inter-associational systems,
we now turn to the material reprodu&tion of the associations thus estab-
lished. Formal crganizations are distinguished from informal éroups by

their endowment with resources that are their property rather than that of

their members., Interest asscclations, like organizations in general, can
he conceived of as sccial systems extracting resources from their environ-
ments -- ¢lients, members, other intermediary asscciations, the state --
through mutual exchange. Assoclations can e;tract resources from any of
their enviromments to the extent that they have other resources to offer
in return. Organizaticnal success of interest associations can bhe oper-
ationally defined in terms of an association's ability to establish
balanced and continuocus exchange relationships with a number of "task
enviromments", using the resources extracted from them to prodgce outputs
with which to compensate them for their support.

The last categofy of organizational properties we suggest for study

is the Qutputs into which extracted resources are transiormed. One such

output in which we are particularly interested is what we call "governance":
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the assumptlon by an association of the status of "private government”
with the capacity to impose hinding decisicns on its méﬁbers. The external
resoﬁrcas from which governance is derived are drawn from both the members
and the state. Like the other organizaticnal propertiesz discussed in this
paper, governance ls a characteristic of an associations's formal struc-
ture: it is not to be confused with informal collusion of members to bring
pressure to bear on others who refuse toc cooperate, but rather refers to
the abilitf of the leadership of an association, or the association as
such, to make members comply with association policy. The means available
to associlations to achieve this may differ in strength and effectiveness
and.may be limited to specific policy areas. The strongest and thecreti-
cally most interesting mechanisms of generating associaticnal compliance
and discipline are positive incentives and negative sanctions. In order
to be effective, inceﬁtives and gsanctions have to ke sizeable enoﬁgh for
the costs for an individual member of obeying by associational policy to
be lower than the costs incurred by vielating it. HNegative sanctions may
include sﬁspensicn of voting rights, imposition of fines, temporary ex-—
clugion from services, etc. The ultimaée negative sanction awvailable to

a formélly’organized interest association is, of coursé, expulsion frcm
membership. Whether or not members can actually be disciplined by the
" threat of expulsion depends on how important it is for them to belong to
the association. It is only to the extent ;hat membership bfings with it
significant advantages (espec?ally ones not obtainable’from other "sup-
pliers") that the threat of partial or total withdrawal of them in re-
taliation for non-ccoperative behavior can be an effective instrument of

organizaticnal control.
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Associations may derive their.pOWer to sanction their members eilther
from the membership_itsalf or from the state. In both cases, the develop-
ment of governance capacities on the part of intergst associations has
important implications for the relationship between the state andlthe sys-—
tem of organized interests. The formal assumption by pfivate associations
of autharity to govern their members may interfere with legal rights of
individuals under a liberal constitution. Even where states play no

active role in the formation of a private govermment, they inevitably have

to choose at some point between suppressing it in the name of liberal

principles or, .in one way ormanother, recognizing and, perhaps, regulating and
utilizing it. Furthermore, assoéiations ;egardleés of how they have acquired
thelr capacity to govern, may use it either in suppert of in defiance of
public policy. To the extent thaf private governance af-.

fects the success of public policies, states have to formulate, 1f only by

default, an Ordnungspolitik defining the status of private governments in

the political system. Thus, analyzing the governance capacities'of inter-
est agsoclations again requires placing asscciations in the middle between
their members on the one hand and the state on the other, and calls into
attention the peculiar position of interest associations as intefmediaries
between -two different, often contentious and sometimes incompatible

gocial systems, .

11r.4.2. DOMAINS *
IIT.4.2.1. PARBMETERS

Tbe most basic decision in the design of an interest association is
to select from the variety of existing interests those which the assoccia-

tion will represent, and to institutionalize a distinction between these

+ . ; , , , P )
Operaticnal indicators for the variables discussed in this séction-are
given in Appendix E.
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and other interests whose representation is lefit to other associations.
Interest asscciations define the interests they choose to internalize by

formally demarcating an organizational domain. Organizational domains of

interest associations are delimited by structural and functional parameters.
A structural parameter is a social distinction identifying social groups
and separating them from each other.-+ Structural parameters relevant for
interest associations are social distinctions which may correspond to
different interests. Inﬁerest agsociations demarcate their domains by
\formallyfspecifying ‘in their constitﬁtion the characteristics of their
potential members; in doing so, they exclude from membership actors who
do not have such characteristics.. Structural parameters should not ﬁe con-
fused with actual patterns of membership; an association may include in
its domain groups of potential membérs none of which eventually joins it.
Associations may use any number and combination of structural parameters
to define their constituency. The more parameters an association specifies,
the narrower and the more specialiéed its domain, and the smaller ahd‘mnre
homogeneous the group of its potential members, Parameters that are not spe-
gified presumably do not digtinguish between potential members and outsiders;
whatever groups can be defined on such parameters, all within thgm aré
eligible to join, For example, when an association does not specify re-
ligion or age in identifying its poteﬁtial members, businessmen/women of
all faiths and ages ére formally eligible teo join.

Functional parameters, on the other hand, distinguish between differ-
ent kinds of intérests within the same structurally defined group. Whereas
structural parameters define the collectiﬁity from which an association

tries to draw its memkers, functional parameters specify the tasks

+P.M. Blau, "Parameters of Social Structure", in: Approcaches to the Study
of Social Structure, New York: The Free Press, 1976, pp. 220-53.
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the associaticn offers to perform on their behalf, If ne functional para-
meters are specified, the asscciation presumably undertakes to represent
all interasts resulting from the specific social-structural position of
its (potential) members. By defining functional in addition to structural
parameters, associations select from the universe of tﬁeir members’'
Eositional interests those that are related to particular roles. For
instance, businesa associations may represent either the totality of their

members' business-related Interests, or they may specialize ' in interests

deriving from their members' role as buyers in the labor market and as

employers of labor., Other role-specific interests of potential members
which could be separately organized include those of sellers in the pro=-
. duct market, buyers of raw materials, consumers of utilities and services,

or chjects of different govermment policies.

Tﬁe most common form of task specializétion ofubusiness aésoqiations
is émbodied in the distinction between employers associations and trade
asgociations. Employers associations represent the intaerests of their
members as employers - e.g., in relatlon to labor as well as to the social
policy of the state - whereas trade associations represent their members
as producers. In ngt a few instances, both kinds of interests are repre-
sented by cne general association. if the two functions are organized
into separate associations, members iand leaders) of one associlation may
also join (and even direct)the other since membership in the two is pre-
sumed to be complementary rather than mutually exclusive.

Another example of a task-specilalized categery of business associa-

tions is’ Chambers of Commerce: and/or Industry, as they exist in several

Euiopean countries. Chambers represent the interests of local business
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in relation to various activities of the state. They do not, for in-
stance, engage in wage bargaining, as mighﬁ a lacal empioyers‘ associa-
tion. The precise distinction between'chambers-and trade associations
is not easy to establish, ﬁowever, and it may well vary f£rom country
to country. Tt will be one of the purposes of the research to deter-
mine how exactly chambers as public institutions, and trade associations
as formally private corganizations, differ from each other, and how differ-
ent tasks are divided between them in different countries.

Specialization by task of interest asscociations serving the same group
raises probléms of coordinétion. IE all interests of a positional group are
represented by the same association, coordination is likely to be a matter of

organizational decision-making. If the representation of group interests is

divided between different associations, coordination has to be accomplished
(Lf at all) through intermorg;nizational relations. The gré;ter the inter-
dependeﬁca between the kinds ;f interasts repreéanted by the associaticons
involved, the greéter the need for institutionalized linkages between the
associations. MNeeds for cocrdination are increased if task domains
are not, or cannot be, completely mutually exclusive. In 30 far as there
is overlap between the tasks of differently specialized associations,
there is a posgibility forpolitical frigtion, and pressures are likely to
arige either for a re-specification of organizational domains, the setting
up of a "jeint venture", or a merger.(see below).

Structural parameters used for the formal demarcation of organiza-
tional docmains of business associations include:

Territory. Business associations may limit eligibility fqr member-
ship te individuals or firms located in a particular territory. Territorial

divisions between associations reflect differences of interests arising
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from different location (or they may mefely correspond to customary or
legallyabinding divisions of the political system). Freéuently, associa-
tional domains are co-extensive with nation states. In other cases, busi-
ness assoeiations may cover only part of the national territory, or they
may even be confined to tﬁe territory of a single city: If an associa-
tion defines its domain in territorial terms, potential membexrs located
outside its territory have to organize in separate associations. The
representation of a given category of interests spread over a certain
territory may be divided between any number of terfitorially-bounded
associations. A universe of associationsg organizing the same interests
in different territories may or may not be complete, and the territories
of raepresentation may or may net be mutually exclusive.

Branches or Products. Business assoclations may limit eligibility

for membership to individuals or firms producing one br more out of a
particular range of products, Divisions between associations by branches
or p?oducts reflect differences of interests related to different positions
in the chain of producticn. Members of bhusiness associations defined by
branch or product parameters may be located either on the same or oh differ-
ent stages of the ghain of pre@uctian,+ In the first case, products of
members are ldentical or similar, and members are likely to face identical
or similar market and production problems {(i.e., to use identical or similar
technologies) and to confront identical or similar conditions at their
markets for labor and raw materials (i.e. to compete for customers or sup-
pliers, ete.). -GQne main function performed by a "horizontal"

association of this kind is to contain competition among its members

in order to improve their position in their exchange relationship with

+
Cf. above, III.2.4., our discussion of the concept of "Interdependence",
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such outside groups as customers, labor, suppliers of raw materials, and
govermment authorities.

The second, "vertical" type of asscciation- unites producers at
differant stages in the production and distribution of a particular final
product. In a vertical relationship, the output of lower-level producers
congtitutes the inpg£ of higher-level producers. Producers belonging to

a vertical production chain, in addition to competing with others operat-

ing at the same étage, engage with each other in mutual exchange: they
buy their materials from producers at lower stages and sell their'products
to producers at higher stages. As a result, whereas horizontal associa-
tions are confronted with interest diversity stemming from competition,
vertical associations have in addition to accommodate diverse interests
originating in and relating to exchange relations. While in a

horlzontal pattern of associability conflicts8 over rates of exchange
exist only with groups organized in different associations, in a vertical
pattern such conflicts are organizationally internalized. Aﬁ obvicus
way in which the members of a vertical association may collectively
improve their position - and thus span the: internal cleavageé - is by
promoting the final product(s) te.which théy each contribute. One aépect of
promotion is stable institutionalization of exchanges along the chain of
producticn, and this seems indeed to be what vertical aséociations are
primarily engaged in.

Faced with a given distribution of potential members by products,
business associations in demarcating'their domains have to make a choice
between different types of domain diversity, as well as between homcge-
neity and size., If asgociations extend too far horizontally, their poli-
cles may become too ggneral to satisfy the special product-related inter-

ests of thelr different groups of members (case A in FPigure VII). On the



151a

FIGURE VII

DOMAIN DIVERSITY IN BIAs

sjonpoid TeUTd STeTIajem med

NOT&ONACdd J0 NIVHD

PRODUCT RANGE



152

other haﬁd, if asscciations reach out too far in the vertical dimension,
the exchanges they have to regulate, and the interestslfelated to them,
may become too diverse (case B). Associations may of course extend into
both dimensions (case C) which would confront them with two different
types of internal c¢leavages at the same time. 1In any Ease, the wider
associations define their domains in terms of different products, and
the more diverse the interests of their potential membership, the higher
—'everything else being equal - the number of their potential members.
By defining their domains brdadly and comprehehsively, business asso-

clations increase their potential membership at thé price of sacrificing
interest homogeneity and burdening themselves with problems of managing

internal diversity. The optimal degree of inclusiveness of associational

domains, and thus - ceteris paribus - the optimal potential gize of an

asscclation, is reached if a further increase in the diversity of product-
related interests-would impair the ability of the association to make
binding decisions on behalf of its membership and to meet critical ex~
. ternal and internal demands for such decisions.

Firm Size. Business associations may limit eligib;lity for member-—
ship to firms, or individuals representing firﬁs, of a parﬁicular Qize.
Inter~associational divisions by firm size reflect differences of inter-

est between "big business" and "small businegs".

Type of Ownership. Business associations may limit eligibility for

membership to (representatives of) privately- or publicly-owned firms.
Divisions between associations by type of ownership raflect (perceived)

differences of interest between the state and private capitalists as

owners of means of production.
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Profit/Non-Profit. Business associations may limit eligibility for

membership to (representatives cf) profit-making as opébsed to non=-profit
firms (cooperatives). Associations excluding non-profit firms from mem-
bership assume that these have different interesfs, and that such inter-
est differences are so significant that they cannot be reconciled within

the confines of one association.

Religion, Political Allegiance, Age, Sex. Business associations may

limit eligibility for membérship to individual businessmen/women with a
particular religilon, political allegiance, age or sex ("ascriptive gtatus
associations"). Demarcation of associational domains by religion re-
flects different perceptions of the role and the obligations of business-
men/women rooted in different religious creeds.l It may also reflect the
persuasion that such differenceé cannet be accomodated within the frame-
work of a common organization. Demarcation of associational boundaries
by political divisions reflects different perceptions of the political

interests of business and of the desirable relationship between business

and the state. Business aSSOClationS divided by reliqion or political af-
filiation may cooperate in matters of joint interests and may develop
institutionalized relationships with each other. Demarcation of associa-
tional bhoundaries by age or sex reflects perceived differences of inter-
ast and perspectives between younger and older businessmen/women and
between businessmen and businesswomen. Age-specific -associations seem

to exist only for young businessmen/women, and sex-specific business asso-
cliations seem to exist only for women. Members of young business assocla~-
tions are usually also members of general bgsiness aggociations organizing
members regardless of age, and members of associations-of businesswomen

are usually also members of general business associations organizing mem-

bers regardless of sex.
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Business aséociations defining eligibility to membership by age or
sex are_m@re likely to be social clubs than interest intermediaries,
and they will thus probably not fall under-the purview of this study. The
séma may hold for business associations based on religion or political al-
legiance although in this case the matte: may be less obvious and may
require closer examination. A goocd initial operational criterion to dis-
tinguish between a soclal club and an interest association seems to he
whather or not the organization in question interacts with some regular-
ity with certain interest-political enviromnments outside the business
world. such as the state or trade unions. The common charactéristic of
| ascriptive gtatus associations of busineas is that they define their
domains by characteristics of individual (business) persons ratﬁer than
of firms. This draws our attention to an important general aspect of

BIA domain choice to which our discussion will now briefly tura.

=,

IIIr.4.2.2. UNITS OF MEMBERSHIP

One importaht difference between ﬁusiness gssociations and trade
unions is that union members are always individuals whereas business asso-
ciation members may be firms. In principle, business associations have a
choice whether they want to organize individuals, firms, or both. If they
decide to organize firms, they have to make provisions in their formal
strucﬁure to acceomeodate the specific properties distinguishing £irms from
individual persons. If they wané to inc¢lude both firms and individuals,
they have in addition to decide how the two kinds of members are to re~
late to each other within the association.

There seem to he two factors determining the units of membership of

business associaticns: the relationship of the interests represented to

the firm as an organization, and the structure of the organized sector.
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Some business interests are relatsd to characteristics.of individual
businessment/women rather than of f£irms, cothers may be aifferent from, and
possibly opposed to, the interests of firms. An example of the first

kind of interest is that of groups like "young businessmen" or "business-
women” in-emphasizing their special role and in improving their position
within the business community; _another, the interests of businessmen/
women with a particular religious oxr political affiliation in supporting
and advanc;ng their specific system of social values. An example of the
gsecond kind is the professional interests of managers in sﬁatus security
and in control over managerial career structures.. Both kinds of interest
are more likely to be organized with individuals than with firms as members.
Since the special interests represented by associations of managerial
staff may even be in conflict with the interests of firms ("employers"),
such asgsociations may in effec;.come ¢loser to being tradelunions than
business asscclations.

The second factor affecting the choice of the unit of membership is
the structure of the organized business community., If a business commun-
ity -- like those Engels knew in Elberfeld and Manchester -- consists of
a small number of owner—operators'who are locally ccncentrated and whose
fifms are of about the same size, cooperation against trade unions, col-
lusicn against new entrants into the market, and even restriction of out-
put to regulate p?ices may be achieved through personal relations without
any formal organization at al;. This becomes dififerent if the number of
relevant participants, perhaps as a result of growing regional inter-
dependencies, increases. The consequence may be the creation of a formal
"union of capitalists" based on individual membersghip. Firm membership
represents - an even higher stage of organizational development re-

spending to increasing diversity of interests in terms of . their
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pelitical weight (differentiation between small and large firms) and of
organizational forms. In particular, firm membership ﬁéy be & formal-
organizational éolutien to the problems posed by an inci:easing nunber of
firms in a particular interest domain ceasing to be family entérprises
and coming undex thé control of professiconal managers.ﬂ Owner-operators
who direct their firms gua personal property rights can‘easily be organ-
ized in business interest associations on a personal basis. Managers, cn
the other hand, are "businessm;n” only because, and as long as, they per-
fgrm a certain function within the formal organization of a firm. The

differences in status and resulting interests between the two groups make

it unlikely that they can as individuals be represented by the same inter-

est assoclation. While both owner-operators and ménagers represent and
pursue the vested interests of the firms of which they are the chief
executives, the former have in addition specific property-related inter-
ests whereas the latter have specific bureaucratic advancement interests.
The step from individual to firm membership in business associations
serves to facilitate the jeoint organization of all economic decision=-
making units belonging to a particular sector or branch regardless of
whether their chief executive owns them or not.

Business associations with firms as members face a number of diffi-
cult structural and constituticnal problems. &although their units of
membership are firms, the members of their representative bodies have to
be individua%s. Associations organizing firms, therefore, have to de-

velop rules on the kiad of representatives of firms they will accept as

members of their bodies. Generally, associations will be interested in

having on theilr boards and committees as high-ranking and powerful re-

presentatives of member firms as possible.' While eligibility is relative-
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ly easy to decide for firms operated by their owners, the problem lies with
firms controlled by a hierarchy of professional managefs. In effect, de-
fining eligibility of managers for repreéentative offices in business asso-
giations amounts to drawing a formal distinction between managers who are
deémed equivalent to "capitalists”" or "entrepreneurs" and, hence, can be
representatives and “governors" of interests which include those of proper-
ty owners - and managers who are:not. It will be interesting to see how
business'associations in different countries and economic sectors deal

with this problem which is well-known to, and basically unresclved by,
theorists of ¢lass and stratification.

Our hypothesis is that the more a BIA functions as an effective private
government intermediating significant interests of its members, the more
demanding it will ke with rega;d to the entrepreneurial status of managers
eligible for representative office. Correspondingly, assocclations
admitting to their elective offices managers who are not chief execu-
tives or members of boards of directors péﬁ be expected to be of little
political importance for their member firmg and are likely to be limited
to narrow technical or eccnomic functions.

Other organizatienal problems created by firm membership fo; associa-—
tions result from the specific properties of firms as distinguished frxom
individuals. One of those properties is that firms can exist at differ-

ent locations at the same time. If firms have more than one plant, and

if their plants are located in the territorial domains of different asso-
ciations =~ or of different suborganizations of one association ~ adequate

representation of their interests may require multiple membership, and

associations may have to admit as members not only firms but also subunits

of firms (plants).Multiple membership, however, means multiple representa-~
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tion and creates members with a capacity to act in different organiza-

tional contexts at the same time, perhaps coordinatinqiﬁheir_assbciative

activities "privately" and outside formal organizational channels.
Similar problems are posed by the fact that firms may produce

different prcducts falling in the domains of different sector- or

product-gspecific assoclaticns. While multiple-plant firms raise the
possibility of multiple sligibility for membexrship, horizontally or verti-
cally integrated firms present assoclations with £ha problem of partial
eligibility. Sectorally-defined associations admitting as members firms
that have also interests in other sectors of thé economy, have to find
ways to prevent the "outside" interests of their members from interfering
with the "propez" representaticon of sector- or product-specific inter-
estg. Since the interests of firms' in a certain sector may differ depend-
ing on whether and how their activities extend into other sectors, exten-
sion lOf menper firms beyond the product boundaries of an 'association\‘s
domains can be expected to add-to the prbblem of the association in manag-
ing interest diversity. ‘

Thixdly, firms - or subunits of firms in case of muitiple or partial

membership - may be of different size, and thils may also be taken into

account. by formal organizational gtructure. Differences in firm size,
meashred in térms of employment, installed capital or sales, imply
differences in economic importance. As has been argued, firm membership,
unlike individual membership, makes it péssible for associations to differ-
entiate between economic decision-making units on the basis of their
relative importance. Thus, assoclations may require member f£irms to pay

dues in proportion to their total sales or their wage bill. Likewise,

members may be given different voting rights, with the number of votes
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being based on their size or, whén members pay differential dues, on
their dues rate. Associaticons collecting differential aues do not
necessarily have to have differential voting rights, and vice versa.
Moreover, associaticns may provide for proportional wvoting rights on

some of their bodies while on others following the principle of one man
(or firm)-one vote. The extreme case, of course, is 'a highly formalized
and impersonal type of association which in many ways resembles a joint-
stock company, in which beth the rights and the obligations of

membex firms are determined soiely by the size of their economic stake

in the aggociation's interest domain.

Business asgsociations may organize not only individuals or firms
but aléo other business associations. BIAs which have individuals or
firms as members we will refer to as membership assoclations or "first-
order asscciations”; BIAs whose units of membership are other associa~
tions will be called "higher-order associations". An association organiz-
ing membersﬁip associations will be termed a "second-order asscociation”,
an association organizing second-order associations is a "thirdwordér
associlation”, etc. Further definitions will be introduced below under
"Structures" (IIT.4.3.2.).

*. BIAs may have different kinds of members at the same time.
Membership associations may organize both individuals and firms. In such
cases, we expect that the individual membership will be clearly less im-
portant than the firm membership. Por instance, individuals may be
"associated members" or "honorary members" without voting rights and with
no obligation to pay dues. Higher~order associations may not only have
asgsociational membership but also direct firm membership; in this case,

wea speak of "mixed associations". Direct firm membership in highexr-order
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associations may be a way of integrating into an assoclational syétem
big firms with national but without significant local or sectoral inter-
asts, or it is used by such firms as a way of influenéing the policies
of higher-order associations directly without going through sectoral ox
local associaticns. Mixed asgociations can be treated analytically as
a separate category or as either membership or higher order associations
dependiﬁg on the context.+

The interest domains of higher-order associlations can be described
by the same parameters as the domains of membership associations (tasks,
territory, products, firms size, type of ownership, profit/nonprofit,
ascriptive criteria, etc.). Domain definitions of higher-order associa—.
tions/détermine the kinds of interests that must be included in the domains
of lower~order associations in order for them to be eligible for member-
ship. Typically, the domains of member assbciationgq-are narrower and
less general than the domain of the respective higher—order assoclation,
the latter ndrmally being the aggregate of the domains of its member asso-
ciations. It is possible, however, that only part of an association's
interest domain falls into the demain of a particular higher-order asso-
ciation; 1in this case, membership in the higher-order association can be
acquired only on behalf of this part rather than of the domain as a whole.
Examples are.BIAs that are both an employers association and a trade as-
sociation {and, presumably, cculd join higher—ofder associations of eithexr
type), or a regional BIA comprising small and large firms and joining

a naticnal association of .small business associations. The theoretical

significance of higher-order associations will be discussed further dowrl.

+
The treatment of mixed associations is specified for each variable in the
respective Appendices.

+=+Notethe difference between the iterms "member association" and "member-
ship association”". "Member associations” are associations of any order
that are members of a higher-order association; "membership associations"
are associlaticns organizing individuals or firms directly. A given
membership asseociation may or may not be a member association of a higher-
order association.
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IIT.4.3. STRUCTURES

Business interests can be organized into two kinds -of structures:
structures within associations and structures between aéscciations. Intra-
and inter-organizational structures of BIAs are in a complicated way relat-
ed in that they can serve as functionally equivalen£ m;chanisms for the
management of interest diversity. A borderline case is the relation
between higher-order assoclatlons and their member. associations which can
be conceived of as both intra- and inter-organisational depending on the
perapective. OQur disgcussion starts with intra~organizational structures.
In a second step, 1t introduces a number of modifications necessary to
accomodate the speclfic properties of associations of associations. After
this, it turns.to relations between associlations and to the structures of

, +
total assoclational systems.

+In practice, it may sometimes be difflcult to decide whether an organized
unit is a separate BIA in its own right (an arganization of its own) or a
subunit of another BIA. The distinctlion is important for the decision whe-
ther a particular organizational relationship is intra- or inter-organiza-
tional. According to our definitions, to qualify as an interest association
a unit requires a constitution and a (voluntaxy or paid) staff. However,

" subunits of interest associations which are clearly ncot associations in theix
own right may also have a staff and a constitution. On tha other hand, asso-
ciations may be members of higher-order associations without ceasing to be
separate organizations. A good criterion for distinguishing between those
hierarchically affiliated units having a staff and a constitution which are,
and those which are not associations in their own right is whether or not
they have the choice of seceding from their affiliation. aAn affiliated unit
which does not mention its affiliation in its constitution can be considered
a gseparate organlzation since it can be assumed to be free to withdraw from
its affiliation and to continue to exist on its own. The encompassing unit
to which this unit is affiliated would consequently be a higher-order associa-
tion. Conversely, a unit which in its constilitution describes itself as an
affiliate of a more encompassing unit is not to be considered a separate
association (and the more encompassing unit would not be a higher-order assb-
clation) unless the constitution specifies a procedure by which the affilia-
tion can be dissolved. In some cases, the constitution may not be conclu-
sive in this respect, and other evidence on the existence or non-existence

of a right to secede as an organized unit has to be cobtained.
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' +
III.4.3.1. INTRA-ORGANIZATICONAL STRUCTURES

The most general concept of an organization is that of a system of

formalized. social relationships involving a distribution of tasks(or fune-

tions) and a distribution.of authbrity. The firat, "horizontal" dimension

of opganization is identical with what has been termed "functional dif-
ferentiation", "specialization"; or "division of labor"; the second, "verti-
cal" or "hierarchlcal" dimension sewyves as a mechanism of "functional inte-~
gration", "coordination", ete. Functional differentiation within organi-
zations involves .the creation. of subunits performing specialized tasks
and contributing by this to the overall objectives of the organization.
Designing the orxganization's pattern of specialization and supervising
the performance of specialized functions is the task of subunits spe-~
cializing in control and coordination and endowed with an authority to

make kinding decisions on bhehalf of the organization as a whole. Orga-
nizations differ from markets in that the relationships between specialized
organizational subunits are not determined by the subunits themselves
through voluntaristic con£¥acts and exchanées but by other specialized

: Sy
subunits through authoritative commands ("hierarchy").

Our discusslon of intra-organizational structures will be built around

two concepts: those of hoxizontal differentiation and of hierarchical in-
tegration. The two concepts are cleosely related to our general notion of
"organized complexity". The first refers to the complexity of an organi-

zation's internal division of labor, the second to the way in which this

+ . ) '
Operational indicators for the variables :intreodpsed in thls section are
‘given in Appendix F.

*+In other words, integration in organizations is achieved through verti-
cal or hierarchical differentiation. In the absence of ("voluntaristic")
mechanismsg of horizontal integration, growing horizental (functional) dif-
ferentiation in crganizations creates a need for simultaneous vertical
{hierarchical) differentiation. The situation is different and more com-
plex in inter-organizational systems where there is a possibility of inte=-
gration on a horizontal in addition to a vertical (hierarchical) axis and

where the integrating function of hierarchically differentiated units is more
tenuousg. '
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complexity is coordinated ("organized"}. The speclfic problems in which we
are interested are the degree to which intra-organizational structures are
internally specialized (horizontal differentiation, division of labor) and

centralized (hierarchical . integration, coordination). .

I1I.4.3.1.1. HORIZONTAL DIFFERENTIATION: Intra-Organizaticnal Complexity

There are basically two forms of functional differentiation of inter-
. @st associational structures: one by groués of members with different
special interests, another by tasks performed on behalf of the membership
and the association as a whole. The. first type of organizational differ-
entiation responds to lines of interest differentiation in the organiza-
tion's social-basa and produces subunits such as a council for membexr
firms proéucing a particular product. The second type reflects the tech-
nical advantages of an institutionalized division of labor in. the perform-
ance of a complex task aﬁd leads to the creation of subunits such as a.
depértment<for public relations of internal administration serwving the
association as a whole. Both kinds of differentiation can exist in the
same asscocilation,. and in. fact the subunits of most interest associlations
can b§ distinguished into those that are specialized by particular mem-—
bership categories and those that are not.

While normally differentiation by members and differentiation by
tasks are mixed in empirical associational structures, there are also
axtfeme caseé. One is that of a unitary organization whose formal stiuc-
tures are. exclusively task~oriented and which has no subunits special-
izing on particular member groups. The other case is that of a federative
organization in which no subunit pexforms functions on behalf of the
organization as a whole, and all structural components are specialized

by member categories. A close approximation to this extreme would be
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a member-divisionalized organization with an executive poard composed of
division representatives in which each membership divisibn has its own
task-specialized (public relations, internal administration, etc.) depar;-
ments. 'The first extreme resembles Chandler's functionally differentiated
model of organization whereas the second comes c¢lose to his divisionaliﬁed
medel.

although it would be tempting to identify structural differentia-
tion by member categories with the Logic of Membership and/or Goal Forma-
tion, and structural differentiation by tasks with the Logic of Influence
and/or Implementation, the relationship is more complicated. Thus, the
establishmenﬁ of member-specialized divisions may be dictated both by the
need to give different member interests an institutionalizea opportunity
to express themselved and by a need to have an instrument for‘the
effective implementation of policies negotiated with the state or other
external agents. Furthermore, Influence and Implementation activities may
-be as well divisionalized by member categories as Membership and Goal
Formation, and membership divisions may themselves be functionally differ-
entiated internally to respond to the exigencies of Influence and Imple-
mentation.. In sum, while member-specilalized subdilivisions may and probably
normally do serve as channéls of internal interest representation, they may
also perform other functions, and in some cases their functions may even
be limited to the internal implementation of decisions made or accepted
by the organization as a wholé.

structural differentiation by member interests and organizational
- tasks can be expectad to be related to internal heterogeneity and size.
The more heterogeneous an association is in terms of the interests of its

members, the more likely it is cetexis paribus to have institutionalized

subunits specializing in specific member categories. The more members an
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association has =-- the greater itsAwork;oad and the more ﬁlentiful its
resources —-- the more likely it is to have a tastdifferénﬁiated depart-
mental structure.. Since domain heterogeneity is related to size of member-
ship, and large associations are more likely than small‘ones to be intern-—
ally heterogeneous, the two kinds of differentiation are in principle
likely té occur together. |

On the other hand, in assoc;ations of éimilar sizé_and hetercgeneity,
the relative extent. of structural differentiation by member interests and
tagks may be determined by thelr degree of organizational development,
Agssoclations at a low level of development, if they are of sufficient
size and interest heterogeneity, are divided in highly independent, self-
contained subunits corresponding teo different catagories of members.
Internal differentiation along member group lines is more proncuncad anq
elaborated than differentiatiﬁn by unitary tasks, and the allocation of
rasources such as professional manpower is in favor of.the interest-special-~
1zed susunits and to the disadvantage of the task-specialized subunits.
Highly developed associations, on the Athar hand, are unitary in terms of
member interests and differentiated in terms of tasks; they have an ela-
borate division of labor by tasks and few if any member-specific subunits,
and thelr resources are employed for the largest part on behalf of the
. membership as a whole rather than allocated to specific membership sections.

To determine the horizontal structural differentiation of the BIAs
included in our study, we suggest to concentrate upon three variables:

(1) the degree of differentiation by member categories (Interest Differ-

“entiation); (2) the degree of differentiation by unitary tasks (Task Dif-

ferentiation); and (3) the degree of task-asoppcosed to member-specific

horizontal differentiation (Task Orientaticn). For each of these

variables, we suggest to use saveral operational indicators. con-

cerning differentiation by member interests, it seems to be useful to dis-

tingulish between differentiation by territory and differentiation by pro-
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duct; both can occur independently as well as together. Interest differen-—

fiation by territory can be measured by the number of local and

regional subunits in which members are grouped. These'subunits may or may
not have a constitution. ~- 1f they have one, Lt dées by definition not
provide for the possibility of secession -- and they may or may not have
pgofessianal staff aliocated to them. To be considered a subunit, they
must elther be professionally staffed or have elected répresentatives £rom

their -=- territorially defined -- category of members. Interest differen-

’tiation by product is measured correspondingly by the number of product-

specific subunits. Another measure of territorial and product-specific
interest differentiatf?jﬁgg tﬁelnﬁmber of unpald officials elected in
territoral- and product-specific gonstituencles; the relationship between
the two can be used to determine the prev;iling direction of horizontal
differentiation by categories of interest. Since systems of territorial
and product-spacific subunits may or may not cover the entire membership,
an indicator measuring the completeness of subunit structures is the per-
cantage of the membership who are organized in a particular set of sub-

units.

Task. Differentlation can be captured by twe fairly simple indicators:

the number of committees of member representatives whose tasks are not
defined by specific member categories; and the number of office staff depart-
ments.+ The relationship between task- und interest-specific differentiation

{"Tagk Orientation" or "structural unitariness") can be measured by the per-

centage of office staff allocated to task-defined as distinguished from
interest-defined subunits. Another possible measure is the percentage of
member representatives++ elected at large (i.e., by all members, or by re-
presentatives of all members, as opposed to specific subsections of the member-

ship).

+For our‘defiﬁition of "office staff", see Appendix H, p. H 6.

et , }
For our definition of "member representative", see Appendix E, p. H 9.
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I11.4.3.1. HIERARCHICAL INTEGRATION: Intra-Organizational Coordination
The. degree of coordination in an organization is inversely related
to the autonomy of organizational subunits. An organization is coordinated

to the extent that it has an effective unity of command -~ i.e. that the.-

activities of all specialized subunits ara determined in the final in-
stance by one central subunit specializing in coordination. In this sence,

coordination depends on and has its structural base in centralization which,

in turn, can be expressed in terms of the limits placed by the institu-
ticnalized hlerarchy of authority on subunit autonomy.

Centralization in an organizational structure has as many dimensions
as horizontal differentiation. If a particular organization has two kinds
of subunits, its degree of centralization with regard to one of them may
5e different from that with regard to thé other. For our case, this im-
plies that in the same way in which we have distinguished between Task
and Interest Different;ation,,we have to distinguish between Task and
Interest Centralization, and within the latter'category, between terri-
torial interest and product interest centralization. Generally, we sug-

gest to measure centralizatilion in terms of the resource endowment and

the decision-making authority of {task- or interest-) specialized sub~-

units. In the case of task centralization, we propose to look at the xole

and the authority assigned to task-gpecific committees of member represen~

tativeg, like a finance committee or a social policy committee. The greater
the autonomy of these committees from the (elected) general executive com-
mittee {or executive board), the weaker is the unity of command, and hence

the lower the degree of task centralization. Another measura of task central-
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ization is thé power of task-specific committees to appoint their own office
staff. If the office, staff working for a committee islappointed by the

committee rather than the association’'s chief executive officer, its primary
loyalties will be with the committee rather than the'organization ag a whole,
and the unity of command in the organization's administrative machinery will

be weakened.

Aéoncerning interest centralization, the question is to what extent

special member interests are institutionalized within the organizational

. structure as subunits with an autonomous capacity to act. Again, these

interests are most likelg to be defined by territory or product. The
weakest form of separate institutionalization is possibly a formal provi-
sion for group representatives to have a gertain share of the seats on

the general executive committee, with' the committee being elected at

. large by representatives of all membexs. The other extreme would be mem-
bership divisions with -separate constitutions, with an independent resource
base (i.e. with their own office stff:and their own dues income) and with
the right to make their own decislons and to contract autonomously wiﬁh
external interlocutors. It is obviocus that membership divisions of this
kind come close to being autonomous organizations in their own right, . and
that associaticns with-sfrong membership divisions may in fact be closer

to assoclations of associations than to unitary organizations.

e +
ITI.4.3.2. INTER-ORGANIZATIONAL STRUCTURES: Higher-order associations
We begin with the hypothesis that a BIA, once established in its
chosen. domain and capable of sustaining iltself through a "“satisfycing"

exchange of resources and activities with its members and intexlocutors,

Operational indicators for the variables introduced in this section are given
in Appendix F.
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will prefer to remain autonomous. Its "natural" preference (reinforced
by the self-interest of association leaders and staff)‘ﬁill be to operate
alone, to optimize its command over its own resources and to engage in
whatever activities it alone deems appropriate and érudent without defer-=
ence to the-interest of others.' This "natural® preference, however, can-—
not always be‘satisfied. Already our inclusion of peak associations sug-
gests that, realistically, the preference for autonomy will be tempered
by an often reluctan£ admission that some form of coordination with other
assoclations is unavoidable, and from. this admissiop will spring an enor-
mous variety of cocperative ventures, coalitional structures, coordina-
-‘tive machanisms, merger efforts, and hlerarchical arrangements.

Grogsa: modo, two generic motiées‘or imperatives ara-likslfrto pro-
duce inter-organizational structures among BIAs: ' (1) “previotusly
autonomous associations may voluntarily interact to obtain some reéource;
or engéqe in some activity which none could achieve alone; or, (2) some
more resourceful or more authorxitative actor+ﬁmay compel a weaker or more
dependent BIA to interact involuntarily —-- either by offering
it resourceéi,it‘ does “not have, or by threatenigg it with the loss

of resources it already enjoys. In most cases, especially in the absence of

+This is both a projection to the collective level of out inital assmmp-
tion of individualistic self-regardingness.and "nontulsm”, and a reflection
on our presumption that all social units will seek to reduce. uncertainty
and risk by maximizing own rescurces and autonomy -- all other things
being equal. Ancther expression of this can be found above in the
introduction to the logic of influence (Section III.3.l1., p. 51) where

it is applied to state agencies. See algo M. Aiken and J. Hage, "Orga-
nizational Interdependence and Inter-Organizational Sturcture", AJS 33
(December 19638), pp. 212~930.

+The actor foreing the.intar—orQanizational,reLati@n‘may, of. course, be.
a "fellow" BIA, but it can also be a public agency (for example, which
insists that information be provided at a particular level of aggregation)
or an interlocutor associlation (say, a trade union which demands that
agreements be made to cover a given sector or industry).
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détailed hiséorical analysis, it may be empirically difficult to ascer-
tain whether a given interzorganizaticnal structure is voluntary or
involuntary in origin, eveﬁ whether it is sustained by symmetrical ex-
change processes or asymmetrical power ;elations, bu£ we suspect that
such differencés ha&e a considerable impact on the type (ané viability)

of such arrangements.

Let us first examine the boundary-setting cases for BIaAs. At one
axtreme, business‘may be organized into a sin;le, "naticnal union" with
internal administrative sub—divisioné managinq tﬁe inevitable diversity
of interests within. its class ranks. Whatever inte;-orgaﬁiéational rela~
tlons exist would involve inter-class collaboration -=- say, when business
and labor interests join in the defence of a threatened seétor or product,
or when property-owning capitalists seek to enlist the ald of salaried
professional associations in the defence of higher incomes . against pro-
gressive taxation. Such arrangements might be of interest to ﬁur inguiry,
but are likely teo be of marginal and ephemeral importance.

In another extreme scenario, we could alsc ignore inter~or§anizational
ralations. That would be the case when all BIAs consist of vertically
integrate&, highly specialized 5rganizations each independently defending/
promoting the interests of a specific sector or product, and entering into
interest competition with each other for scarce public goods ox the dif-
ferential advantages of categoric goods. Such a scenario wou;d imply that
state agencies and interest interlocutors (i.e. trade unions}! alsc be
structured similarly. If not, their external power/resources could com-
pel the emergence of inter-organizational structures among BIAz.

In the first, "merged" scenario, the interest politics of business

would be conducted within a single "hierarchy" of coordinated action; in

the second, "segmented", scenarioc the situation would more c¢losely approxi-
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mate the "market" model of interest politics so dear to pluralist thee-
rists. Alas, business interest politics in advanced inaustrial societies
is affected by both hierarchical and market rzelations and, hence, falls
somewhere hetween these extremes. For this reason, we must pay attention -
to its inter- as well as its intra-organizational struétures.

Whether they are "pulled" by the attraction of common benefits or
"pushed” by the exercise of power inteo inter-organizational relations,
business interests seem to form a great variety of coordinative arrange-
-ments. == due no doubt to the complexity of their interests as capitalists,
employers, managers etc., and the variety of thelr member or base asso-
ciaticns (as employers' associations, trade associations, chambers, region~
al. and local .associations, etc.).. When complared to any cother ¢lass, they
are likely to have both more types and more levels of intermediation
inter—-organizational structures. Describing or classifying thase types
and levéls.is,no easy task. -— given both the bewildering variety.itself
and the absence of theoretical attention to the problem. One could ima-

gine a continuum of types ranging from decentralized (but permanently

organiéed} alliances completely dependent upon member asscociations for
financial support, for borrowed facilities, personnel and leadership, with
little .or no independent capacity for gathering  information or processing
it and,.hgnce, no ability to ensure the compliance of ilts members except
by moral exhortation. At the other end would lis ralaéively centralized
hierarchies with budgets and resources of their own, even with financial
control over and subsidization for thelr member agsociatlons, extensiye
faciliﬁies, large’staﬁfs and prominent leaders of their own and, hence, a
very substantial capability for cocrdinating the activities of dependent
member BIAs and even for compelling their'conformity to 1lts directives.

In betwesn one finds a bewildering variety of federations, confederations,
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leagues and other cooperative arrangements with more cogplex interdepen-
dencies of resources and activities. To cut through this complexity (and
to ecohomize on our efforts),y we propose concentrating on twe general dimen-
shons of interdependence: resources and authority.

To offer a formal definition, a higher-order\BIA is an organization
with a staff and a constitution whose members are cother BIAs. In functiecnal
terms, higher-order associations are permanent organizations specializing
in ccordinating the activities of their member.associationsf As permanent
and specialized organizations, higher-order assoclations represent an advanced
stage of institutionalized inter-associlational cooperation. An important
definitional property of higher-order associations is that their interest
domain encompasées most or all oflthe interests of thelr member assoccia-
tions and that they are therefor; mére general and inclusive (and ,in this
sense,of a "higher" order) than any of their members. (In part IXI.4.3.3.,
below, we will encounter less institutionalized forms of inter-associa-
tional cooperation which-involvé-no corporate membership in a specialized
and permanent coordinating organization and/or whiqh are, like task forces
and joint ventures, much narrower in the scope of the interssts involved.)

Generally speaking, the structure of higher-~order asscciations is
in many ways analogous to that of direct membership associations.  In

principle, one could conceive of the member associations of a higher-order

association as (relatively autonomous) interest subdivisions with .a

right to secede,. Alﬁhcﬁgh the details are in some respects more compli-
cated, higher-order associations like direct membership-associations are
internally subdivided by both tasks and interests, and in both dimensions
they may be centralized to different degrees. As 1n direct membership
associations,‘we expect that organizational development of higher-order

associations will involve an increase in the importance of task as ovposed
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to interest differentiation.-~ i.e. of unitary as opposed to interest-

specific action and organization -- accompanied by a growth of both task

and interaest centralization.

Turning to ouxr analytical véfiables, the definitions of Task Differ-

entiatidn, Task Orientation and Task Centralization for higher-order asso-

clatlions are exactly the same.as for membership associations. Higher-order
associations usually have some professional staff of thgir OWn+ which is
divided intoc departments and organized over a number of hierarchical lsvels.
They also may have committees composed of member representatives whose

tasks are not defined by specific member pategories++ (Task Differentiation).
These committees aﬁy have more or less degision-making autonomy in relatien
to the general executive committee, and they may or may not have their own
office staff (fask Centralization). Fukrthermore, higher-order BIAs

may allocate some of their office staff to Interest-specific subunits
(defined by parameters like territory or product)+++ apd some to task-
specific ocnes, and their member representatives may be elected either

at large or by specific membership sections (Task Orientation).

The matter becomes more difficult when one turns to Interest Differ-

entiation and Interest Centralizaticn. Higher-order assoclations may have

their own interest-speclific subdivisions that are not identical with théir
membaer assocliations. For example, a higher-order association may have

regiocnal councils or committees grouping together the regilonal components

+Meaning stﬁff éﬁployed by or locaned to the hiqher-brder aésociation as such
and under the direction of its representatives rather than representatives
of the affiliate associations.

++ :
Meaning committees and tasks of the higher-order association as such,
not of its member associations.

Ft . L . e s
Meaning subunits of the higher-order association- as such as distin-
guished from affiliate associations.
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of affiliate associations. Or it may have special committees for internal
interest groups defined by similar products and formed b& some but not all
of the affiliated asscciations. These units could be analyzed in the
same way as the corraesponding units of direct membership associations al-
though one would expect that their deeision-making autaﬁomy, squeezed as
they are between the general and task-oriented dewision-making bodies of
the higher—érder association on the one hand and the member associations
on the other, should be low.

A more important line of structural interest differentiation

in higher-order associations is the boundaries between member

associatlons. . Higher-order associations with an interest domain of a

given scope may have either a large number of narrowly defined member
assoéiations or a small numbér of broadly defined ones; the latter case
represents a higher degree of interest aggregation and organizational
development than the former. Horizontal iﬂterest differenttation is in-

creased if a highér-order association admits individual firm membership in

addition to associational membership ("mixed association"”); the larger
the share of the individual members in the interests represented, the
greatar we assume is the coordination problem facing the higher-order
association.

Associations of associations are of theoretical importance primarily -
as mechanisms of hierarchical coordination of different interests (Inter-

est Centralization, in our terms). The extent to which higher-order asso-

ciations are capable of controlling thé behaviﬁr of theilr affiliated mem-
ber associations may differ considerably between associations, sectors,
or countries. The more developed the hierarchical control capacities of
a higher-order association are, the more its relationship with its affi-

liates resembles that between a unitary organization and its subdivisions.
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Hierarchical control of higher-order associations over member associations
seems to depend on, and to be measurablé. in terms of, four factors:

{1} The degree of equality of member associlations. A higher~order

association some of whose affiliates are much larger than the rest is not
likely to be able to gain much "relative autonomy" fro; these large affii-
liates. If such associations develop an organizational control capacity

- at all, this will probably be used by the large affiliates as a means of
ruling the small ones. A good measure of member aquality is the percentage
of the higher-order association’s dues income contributed by the largest
affiliate; ancther, the cceffiéient of variation in the size of affiliates
in terms of either total employment or total sales represented by

them.

(2) The distribution of resources between the higher-order associa-

‘tion and its members. The extent to which a higher-order association is

able to exercise hierarchical control ‘over its members is <condi-

tioned by the extent to which it has independent resources. A higher-
order aséociation that has to borrow its staff and facilities from (some

of) its members is likely to have iess strateglc autonomy as a coordinat-
ing agency than a higher-order association with a stsady and sizeable in-
come of its own. The crucial dimensions are the degree to which the
higher-order association is subsidized -- i.e. supported without formal
ohligation -— by its members and the relative size of the income and re-
sources of the higher-order association as compared to those of its affi-~
liates., Both dimensions can be measured in terms of both staff and finance.

(3) The autoncmy from affiliate associations of the higher-order

aggoclation's decision-making structure.. The strategic autonomy of
g Y

a higher-order assocgiation is inversely related to the role played in

its decision-making structure by member associations as collective enti-
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ties. If the major policy-making body of the higher-order association*
is a council of delegates of member associations, its auto-

nomy is likely to be lower than if decision-makers are officials of the
higher-order association elected by its members at large. Furthermore,
the decision~making structure of the higher-order association hag little
antonomy from affiliats associations if important decis;ons have to be
approved by all affiliates; it has more if decisions are made by major-
ity vote with each affiliate having one wvote; it increases further

if the votes of affiliates are weighed by their size; and it is highest
if the members of decision-making deies do not vote on behalf of affiliate
associations at all but as eofficials of the” higher-crder association.

(4) The distribution of authority between the higher-crder association

and its members. An extreme case of authoritative hierarchical control

would be a higher-order association with the formal right to determine
which subjects it is competent to decide on behaif of its affiliates and which

are to be left to the latter's discretion. (The German legal term for

this is Kompetenz—-Kompetenz.) The opposite extreme is a situatlon in

which member associations are free to declide whether or not they want to
delegate a particular subject to the higher-order association. In between,
there are various degrees of obligations for both sides to goordinate their
detisions with each other,.and these obligationé may vary by subjects. 3
particularly crucial dimension is the extent to which member associations
are free to contract or exchange information with third parties such as

trade unions or the state.

+ . . .
For a definition, see Appendix F, p. F 7.
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(S) Pattern of Configuration Between Member Associations: Complete-

ness, Non-Competitiveness, Mutual Exclusiveness, Structural Uniformity. The

capacity of a higher-order association to coordinate the activities of
its affiliates finds an indirect expression in the affiliates' struc-

tural pattern of configuration. A higher-order association's system

of affiliates may or may not be coterminous with the domain boundaries

e —— — o

of the higher-order association: it may either be incomplete, leaving
"hlank spots" not covered by member associations+, or it may overlap

into areas which are outside the higher-order association's domain =--
which méy lead to afflliation of member aséociations to more than one
higher-oxder association. Furthermore, the domains of affiliated associa~

tions may overlap internally and there may even be competition ameng

affiliates of the same higher-order association for members., Finally,
affiliate asséciations may widely differ In their organizational struc-
tures, thus making central coordination and standardization of activities
difficult or even impessible to achieve. Higher-order assgciations can be
assumed to be interested in having a system of affiliate associations
which ig coterminous with their overall domain, complete, internaily non-
competitive and mutually exclusive, and as structurally uniform as possi-
ble. The extent to which systems éf éffiliates exhibit these character-
istics is an indicator of thg higher-crder associaﬁion's capacity for
coordination —-- perhaps thiough authoritative arbitration and/or an autho-
rity te license new assoclations -- and of the development of its orga-

nizational properties.

+One consaquence could be that the higher-order asscciation would have to
admit direct firm membership, thus increasing its interxnal coordination
problems.
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Summing up, ﬁhe important point to kéep in mind when Stud?ing the
inter-organizational structures ofbusiness interests is what (if anything)
they add to the overall capacity of business to defend/promote its inter-
ests., Their existence and'activity can basically contribute in two ways
to that capacity: (1) by increasing the aggregate amount of resources
which can he extracted from members and the state; (2) by promoting the
development of more comprehensive and perhaps more legitimate systems of
authority'fcr managing the interdependent diversity of business interests.
An lasscaiatdonally saturated”" system is not just one in which all per-
geived interests find formal organizational expression, but also one in
which hierarchical coordination becomes institutionalized around asso~
ciations of associaticons with an inclusive, highly encompassing interest
domain. Their emergence, consoiidation and development‘over time embodies
a crucial step in the transformation of interest politics beyond mere-

inter-organizational cooperation for bounded periods and occasional issues

toward inter-crganizational coordination and, eventually, domination over

a virtually unlimited time span and range of issues. Whether such a

hierarchic mode of interest ilntermediation could develop spontanecusly

from the Logic of Membership.alone is doubtful. On suspects that

its origins and viability depend moré on the Logic of Influence, i.e.
upon the connivange of the staﬁe and the threat posed by radical, anti-

capitalist interlocutors.
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I1II.4.3.3., INTER-ORGANIZATIONAL STRUCTURES: Asscciational systems¥
Having considered the structure of assoglations of assoclations, we
now shift to a new level of analysis to discuss the structural properties

of associationél gystems. As we have said above (p. 125 ), an associaticnal

system for the purposes of the present study is the uhiyerse of BIAs repre-
seﬁting interests from a particular sectorf+ Sactoral associational systéms
include both membership associations and higher-order associations; they con-
.8ist of all BIAs in which fixms belonging to a partilcular sector are directly
or indirectly organized. Sectoral systems of BIAs can differ in terms of

the number and kind of units of which they are composed, as well as in terms
of the number and the kind of the institutiocnalized linkages between such
units. In analytical terms, the number and the variety of the units in a

system determine the system's level of differentiation while the number

and the strength of inter-unit linkages determine the system's degree of
-+

integration. While differentiation produces complexity,

integration grders that complexity 'and binds differentwunits to-

gether in coordinated pattexrns of interaction. Social systems may be more

or less differentiated or complex, and they may be more or less integrated
or organized {"ordered"). It is in these properties of sectoral associa-

tional systems that this study is interested.

.

+Operatiohal indicators for the variables discussed in this section are
specified in Appendix G.

++On our use of the term "system", see above, p. 125, footnote. By "sector"

we mean "sector as defined in the Research Design, IV., infra". Cf. p. 62,
footnote.

+ , .

++In other words, we are using the term "integration™ in a highly abstract

sense to denote any form of institutionalized "relatedness", complementarity,
"order", etc. OQur usage of the term is not to bhe confused with more "grounded"

usages a2 in the concept of "regional integration".



184

As we have stated previcusly, increasing development of BIA organiza-

tional properties implies growing internalization of relationships between in-

terest segments in encompassing organizations. Given a defined interest domain,
the BIAs organizing the inte?ests inclﬁded in it should become increasingly
broader in scope, larger in size and fewer in number as they develop their
organizational properties. In this sense, inter-associational systems at
a high level of development should be less dﬂfferentiaﬁed and complex than
inter-associational systems at a wa level of development - the reason be;
ing, again, that interest differenfiationnand structural complexity are in-
corporated in the course of organizational development into enceompassing,
more or less unitary associations. On the other hand, at any inen lavel
of inter-associational. differentiation and with‘a given number of ccmponent
assoclations belonging to an inter-associational system, organizaticnal
devaelopment involves an increase in the number and strehgth of inter-unit
linkages {in the system's degree of "organization" and, in this sense, in-
tegration). The more numarous and the sﬁronger such linkages == including
the proliferation and the increasing hierarchical integration of higher-
order associations -- the greater is the degree of interest—palitical co~-
ordination that can be achieved within the associaticnal system.

To compare the complexity ("differentation”) and the degree of
structural linkage ("integration") within sectoral associational systems,
we need a set of variables and indicators summarizing the extent to which an

emplrical associational system consists of different (kinds of) elements,

and to which these elements are related to each other. The present section
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is addressed to this task. Our substantiwé purpose in trying to inventorize
the structural dimensions of associational systems is to determine the ways
in which BIAs in a given sector cope with the prcblems ¢reated by the simul-
taneous diversity and interdependence of their interesté. In line with ouxr
general "presumption of entropy", we,assume that individual BIAs once esta-—
blisheq will prefer to stay autoncmous and fo co;duct their affairs without
interference by other associations. . However, if associations are permitted
to organize freely and independently, their domains will overlap, their
objectivesAwill conflict,zand their influence on their environment will be
weakened by the simultaneous but uncoordinated activities of other Blas.
Inter—-associational strucﬁures-are built up in rasponse to the problems
created by separate, autonomous action and pluralistic compepition. While
such structures may be imposed upon BIAs by outside agents -- and may pave
to be imposed in this way if they are to come about at all ~- they never-
theless reprezent an organizational response to interest divérsity, and
thelr analytical classification and comparative measurement is for this
reason indispensable.

Differentiatiop and integration in associaticnal systéms can occur in
a horizontal and in a vertical dimension. Horizontal differentiation
"creates" a wide variety of asscciations specializing in the representa-
tion of diffEreﬁt and divergent kinds of ?nterest. The inevitable result
of unregulated horizontal differentiation of collective action units is
competition for members and @ resources held by third parties, conflicts
over terms of mutual exchange, and economic and political influence pro-
blems resulting from suboptimal size. The more dysfunctional the fric-
tions resulting from pluralistic differentiation become either for the

affected interests themselves or for powerful outsiders, the greater the



186

pressure will be for the. development of institutionalized mechanisms of
integration. Integration between different collective aétors can take
place either by contract ("horizontal integration”) or by authority ("hier-
archical integration”). Integration by éontract involveg the negotiation -
of mutual agreements on domain boundaries, exchange of information, codes
of c¢onduct in competition; coordination of political strategies, sharing
of resources, jointrventures, task forces, etc. Integrgtﬁsn by authority,
or hierarchical integraftion, i1s likely to be resorted to only when hori-
zontal integration by voluntary contract falls to produce the desire§ {or
requitred) results. Since horizontally hegotiated coordination is burdened
with considerable "Prisoner's Dilemma" problems, its capaclty to regulate
competition and rescolve conflict is fundamentally limited. Hilerarchical
integration in associational systems usﬁally involves the creation of "asso=
ctations of asscciations" with the specialized purpose of coordinating by
authoritative means the activities of other associaticng at lower levels

of interest aggregation (vertical differentiation). asscciations of asso-
ciations, like theix conétituent organizations, may f£ind themselves in
competition or in conflict with each other, and this may make it necessary
for them to develop férms of. "horizontal" cooperation or, Lf this proves
insufficient, to proceed to still higher levels of vertical differentiation
and to set up or agcept further, more encompassing higher-crder associa=
tions. The extent to which this results in effective authoritative coordi-
‘nation. ("hierarchical integration") depends on whether higher-ordér asso-
ciations succeed in organizing all relevant lower-level associlations and

- in developing sufficient internal control capacities (see aﬁbve; IIT.4.3.2.).
In the folléwing we will intrcduce a series of operatiocnal indicators for
each of the four structural dimensiors in which sectoral systems of interest

assoqiations can be analyzed.
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1. Horizontal Differentilation. By the horizontal differentiation
of an associaticnal s?stem we mean the extent and the w%y in which the
system has divided its base into the domains of different associations.
A simple and straightforward indicator of horizontal differentiation is

. "
the number of first-order membership associations the system contains.

The measure should be particularly useful for cross-national comparisons
within the same sector. It does not, however, kake account of the lines along

which membership associations are differentiated (direction of special-

ization), and it says nothing akout the configuration between them, in

particular, about the extent Lo which the system is internally competitive.

~Direction of Specialization. Horizontal differentiation ig a result

of specialization: Wﬁere'one all-encompassing and multi-functional asso-
ciation could exist, there are‘in fact several associations with narrower,
more specialized interest domains. Specialization méy be by territory,
product, task, firm size, ideology etc., or any combination of these.

The prevailling direction of specialization may differ between associational
systems depending on which interest divisions take precedence over others
in the perception of relevant actors. While scme s?stems may consist

", primarily of national product- or sector-specific associations, others

may contain a large proportion of locally based but sector-unspecific

associations.

+In operational terms, "the system" means the universe of associations
contained in our sectoral associational ilnventories. If an association
has both direct and indirect membership, i.e., is at the same time a
("firgt-order") membership association and a ("second-order™) associa-
tion of associations, it should be treated in the present context as a
membexrship association unless its number of direct members from the sector
in question is very small.
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Another possible direction of specialization 1is by task. Special-
izatioﬁ by task creates different associations with cqmplementary func-
tions. Complementarity hetween interest associationg means that mamber-
ship in them is not mutually exclusive: members may joln any or all of
them at the same time gince each appeals to a different aspect of their
interests. For example, in most sectors of German industry, firms can be,

and are, members of three types of BIAs: (!} +the Industyie- uné Handels-

kammer,- (2) an emplovers association and {3) a trade asscciation. A

simple measure a system's degree of specialization by task is the proportion

of meﬁbership agssoclations in the system that are {(a) employers associations,

{b} trade asscciations and (¢) both. To avoid complications, chambers would

for the purposes of calculating this indicator be counted as trade associa-
tiong unless they perform, as in Austria, the functions of employers asgso-

clations.



189

Configuration: Competition. Two associations are in competition with

each other when their domains overlap in a particular Qéy. The most
common form of overlap results when one association does not define its
domain in terms of a particular parameter while another does (see above,
III.4;2.1.). For instance, if one business associaticn limits eligibility
for membership to small or large firms while the other leaves this para-
meter undefined, their domains - everything else being equal - overlap:

the potential members of the first, more specialized association, are also
potential members of the second, generél association. The area of overlap,
in this case, i1z coextensive with the total domain of one of the asso-
ciations, but-covers only part of the domain of the other.

Overlap may also exist on parameters defined by both associations.
Mutually no;—exclusive definitions of domains are possible in texms of
function, territeory, product and firm size, but not in terms of discrete
parameters such as type of ownership, profit/non-profit, and sex. Thus,
an asgociation extending its domain over a particular product range may
include some or all of the products claimed for ?epresentation by another
agsociation. Likewise, certain categories of middle-sized firms may he
included within the domains of small business as well as big business
associations. Overlap always éxists on parameters that are left unspeci-

fied by both of the associations concerned.
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Whether or not domain overlap on a particular structural parameter
may lead to competition depends on how the other parameters are defined.-
If assoclation domains are mutually exclusive on just one (functional
or structural) parameter, there can be no competition however much over—

lap there may cthexwlge be. For competition to cccux all possible para-

meters of assoclational domains must either be undefined by both sides,

or defined by only one, or defined by both in a non-exclusive pattern.

For example, 1f two‘associations organize firms Qrodﬁcing the same pro-
ducts and situated in the same territory, but one of them admits for member-
ship only firms with less than 1000 employees while the other admits only
firms with more than 1000, there can be no competition between them. The
area of competition, or the "competitive space", of two mutually non-
exclusive associations is defined by the parameters on which the associa-
tions overlap. A competitive gpace is populated by a group of potential
members with properties that make them fall into the domains of two or

more (not mutually exclusive) asscciat;ons. The higher the number of para-
meters on which a competitive space is defined, the smaller and the more
homogeneous the group pepulating it, and the more specialized the interests
for whose representation asscciations may compéte.

Competition between asscciations may take different forms. Like com—
petition between firms on a product market, inter-associational competition
may be of varying nature and intensity. An extreme case would be asgsocia-
tions making active efforts at persuading each other's members to change.
The other extreme would be a kind of oligolopolistic co-existence based

on a mutually recognized segmentation of the joint market. Although in
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this case formal domains still overlap, and there is still a group of
potential members who could join either of the associagions, in practice
they have become mutually exclusive. Between these extremes, there are
various forms of regulation of competition, including "nbn—raidinq“ agree-
ments, price-fixing, etc.

Inter~-asgociational competition can be.made impossible by Zformally 7
redefining organizaticnal domains so that they become mutually exclusive.
Since competition requires that domains are non-exclusive on all their
parameters, changing one parameter is sufficient to end competition. Asso;
clations are continually engaged in reviewing the boundaries of their do~
mains, even if not farced to do so by competition. Redefining domain para-
meters may be an organizational response to (1) difficultles in managing
internal interest diversity; (2) suboptimal size; (3) changes in the eco-
nemic structure which result in declining or increasing interdependence
between interests, which create new interests or make old ones disappear;
or {4) changes in the political system. such as the creation of new govern-
ment departments or shifts in territorigl boundaries. Redefinition of
associational domains, perhaps but not exclugively through merger, may
also be caused by direct or indirect govermment intervention aimed at
creating more‘encompassingrand more governable units of interest iﬁter—
mediation.

The amount of competiticn in an associational system can be expressed

by three simple indicators: (1) the number of competitive spaces in the

sector; (2) the percentage of membership associations in the system en-—

gaged in competition with other associlations for members from the sector;

{3) the percentage of (possible) members in the sector who have a choice

between two or more competing assoclations in at least one category of

possible membership. The third indicator may sometimes be difficult to
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: +
compute; in such cases, it would be desirable to have a good estimate.
Generally, in cases of competition for members as much information as

possible shduld he gathered on the number of firms or individuals that

have changed during the last five vears betwsen the two agscociations; on

the long-term trend in the development of each association's "market

share"; on the characteristics of members changing from one assoclation

to another; on why assoclations have not eliminated competition by re-

1

defining their domains or by merging; on the methods associations use

to recruit members from the contested area; on whether there are (more

or less formalized} ‘“non-raiding agreements" and how they are enforced,

etc. A3 competition between business assocgliations can be expected to be
rare, where it does exist it may justify in-depth study in the way of a
"deviant case analysis".

2. Vertical Differentiation. By vertical differentiation we mean

the extent to which an assoclational system consists of associations spe-
¢ializing in the coordination of the activities of other asgsociations. An
associational system is vertically differentiated if it contains ("higher-
order") assoclations representing aggregates of interests that are sep--
arately represented by other ("lower-order") associations in the system,

Associational systemg that do not contain higher-crder associations have

+It is important that "competitive spaces" are not identified in-a formal-
istic way. In some sectors, there may be sectarian organizations claiming
to compete with established organizations for their entire domain. These
competitors may have very little membersghip, and if it is below five per
cent of that of the larger organization, the latter's domain is not to be
taken as a "competitive space". However, it may be that although the small-
er organization claims to compete for the full membership of the larger one,
all its members come from one particular region. Here, its membership may
far exceed five per cent of that of the other association., 1In this case,
the real "competitive space" would be this region, and the smaller asso-
ciation would have to be included among the competing associations counted
for the second indicator.
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a vertical differentiation of zero. Vertically differentiated systems
may vary in terms of the relaﬁive number of higher—ordéi associations
they contain as well as the number of levels of interest aggregation
these reprasent. For example, an assoclational system may consist of

20 assoccliations one of which is a higher-order association; the propor-
tion of higher-order associations in this system would be, five percent,
and the number of hierarchical levels would be two. Another system with
20 assoclatlons may contain seven higher-order associations. Four of
these may be "second-order assoclations” grouping together the interests
of the 113 membership éssociations, two may be "third-order associationsg"
organizing these‘four, and the remaining one may be a "fourth-order asso-
ciation" (see Figure VIII). In this example, the proportion of higher-

crder associations is 35 per cent, and the number of hierarchical levels

iz four.

We suggest to measure the vertical differentiation of associational

gystems in terms of both their proportion of highe;fo;der associations

and their number of hierarchical levels. Associations that are both

membership assoclations and higher-order associations ("mixed" associations)
should for the purpose of measuring vertdcal differentiation be treated
as higher-order assoclations unless thelr associaticnal membership is mini-—
scule and unimportant. The number of hierarchical levels %s given by the
order number of the most general association in the system; if this is a
fourth-ordex éssociation, the number of levels iz four.

The corder number of the most general association may not always be
unambiguocus. In some systems, different.interests are linked into the most
general level of representatlion through different numbers of intermediary

organizations. * In such a case, what from the perspective of some interests
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FIGURE VIII

An Example of a Hierarchically

Differentiated Assoclational System
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may be a third-order associaticn, may be a second-order association from

the perspective of others (see diagram). Here, the solution might be to
2/3 2nd/3rd order
2 | 2nd order
1 1 1 1 1st order

Number of Hierarchical
Lavels: 2 - 3

express the number of hierarchical levels as a range between the minimum
and the maximum, and/orﬁcalculate the average of the number of hierarchical
levels welghted by the number of membpers affected.

A similar problem ékists in systems which have no single most general
association but are divided (by task, territory, product, etc.) in two or
more (vertically differentiated) subsystems. If these have different

numbers of hierarchical levels - like in the diagram - it may not make

N
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1 1 i 1 1

L

sense to treat the association with the highest order number in the system
ag the most general association of the system. Rather, it may be more ap-
propriate to agsume that the system has more than one highest-order asso~
¢iation -- in the present example, two -- and to express the number of

hierarchical levels again in terms of a range, or an average per member,
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+
rather than by a single order number, (In the above diagram, the range

‘would again be 2-3.)

3. Horizontal Integration. An Asscociational system is horizontally

integrated to the extent that there exist institutionalirzed relationships
between its component associations that are not mediated through hierarchic-
ally supericr, more generai associations ("higher-ordexr associations").
Inter-associat%onal relatiohships are "hgrizontal" if nene of the partici-
pants represents the interests of another participant at a higher level of
aggregation. In parﬁicular, they do not involve joint membership in an
assoclation specializing on authoritative coordination. Associatioﬂs in~
volved in horizontal relations may be membership associatiéns as well as
. Ak

higherjorder associations.

ﬁorizontal relations between associations can be classified in five
categories;

(1) ad=-hoc alliance. This is the weakest form of an institutionalized

horizontal relaticnship, and in many cases it may ke questionable whether
an ad-hec alliance should be classified as institutionalized at all. In
organizational terms, an ad-hoc alliance involves the coordination of
strategies and the mutual exchange of information between associations with
a common interest on a particular iésue. If this issue is resolved, so is
the ad-hoc alliance related to it.

(2) Joint task force. While task forces are also issue-bound and

temporary, they ilnvolve a commitment of staff by participant associations

to a joilnt organizational unit. Task forces plan and carzy out the strate-

+Membersh:l.p associations that are unrelated to any higher-order association
can be conceived of as subsystems with one hierarchical level, 2 problem
wmay arise in the case of small local "sectarian" organizations as they pro-
bably exist in any associational system. If only one of these associations
in a system is without a hierarchical linkage - which is highly likely -
all systems would have a range of hierarchical levels beginning with one.

- We suggest therefore, as in the determination of "competitive spaces”,

to exclude very small and unimportant associations from the calculation.

ENNR
Cf. note on p. F 19, Appendix F.
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gies of their parent associations in relation to one specific issue. Since
they are from the heginning intended to be disbanded after their mission

is completed, they usually have no constitution or charter and they are

not legally incorporated.

{3} Joint wventure. Joint ventures are task forces whose task is more

permanent and which therefore have a more formalized structure. Like higher-
order associations, they are organizations in their own right with a sep-
arate charter or censtitution which are created by formally independent
associationé to serve their common interegts. However, whereas higher-
order associations are hiesrarchically superior ﬁo their constituent asso-
ciagions, joint ventures are inferiocr to_them; and whereas the mission of
a higher-crder association is broader than that of any of its members,
that of a joint venture is usually much smaller, Frequently, joint ven-
tures are set up to realize economies of scale in the production or pro-
vision of services toc the members, or their creation is encouraged by

the tax law.

(4) Alliance. An alliance between two associatiocons iz a permanent
cooperative relationship-extending to a broad range of subject areas
rather than individual issues. It involves institutionalized mutual in-
formation and consultation, possibly in the framework of a special joint
organizatipn or through interlocking directorates. An alliance, even if
it is embedied in a joint organization, differs from a higher~order asso-
ciation in that it exercises no hierarchical control.over its members.
Moreover, it has no staff or elected leadership of its own but is operated
exclusively by personnel belonging to lts member associations. On the other
hénd, the boundaries between an alliance and a hiqher-orde; associlation
are probably shifting, and it is possible that alliances turn into higher-

order agsoclations as they develop their organizational properties.
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(5) Staff sharing. The sharing of staff, or manpower, between two

assoclations represents a fairly advanced form of resouica sharing.
Usually, it is accompanied, and sometimes preceded, by joiﬁt use of fagi-
lities such as bulldings, offices, computers and the like. For reasons
of simpliclty and because of the central importance ofumanpower for poli-
tical and service oxganizations, wé suggest to fouw exclusively on staff
sharing.

Associations may share either their office staff or their
alected, unpaid leadership. The first casé appears to be the more
COmmon cne. Associétions with a shared office staff usually

have separate elected leaders. Associations having the same elected

leaders ("Personalunion"), on the other hand, tend to have separate offices.
Horizoptalrintegration through a common elected leadership is possible
only between associations with an ildentical membership base representing

different, complementary interests of the same censtituency. The possib-

1lity of Personalunion in systems of business associations depends on the

presence of inter-associational differentiation by task. Business asso-

ciations of éiﬁfErent functionél types representing the same constituency
will usuélly not shar; their professional staff since this wauld undo the
advantages of functional‘specialization; if they want te coordinate thedlr

activities through an institutionalized cooperative relatlonship, they will

rather tend to establish Personalunion. For this reason, we suggest to
treat the sharing of office sﬁaff and the election of joint voluntary
laaderé as £unctionally‘equivalent in our present context and to consider
both as "staff-sharing" %rrangements indicatinq hofizontal “eooperation be-

twean associations.
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The ideal-typical case of sharing of 6ffice staff is that of cne
integrated staff éunning two or more independent associations (i.e.
associations with different constitutions and the capacity to decide
to withdraw from the staff sharing arrangement).+ It is possible that asso-
ciations sharing a joint staff retain some independent personnel which con-
tinue to work only for one association. In such cases, one should inguire
if the shared personnel can be classified.as a joint venture organization.
if not, incomplete staff sharing arrangements should be treated fox the
present purpose as 1f £hey were cémblete unless the jointly used staff is
small and uniﬁportant for all associations involved {e.g. if it consigts
only of auxiliary staff).

Staff sharing arrangements may be asummétrical and an expression of
dominance by one association over another. This is the case if the respec-
tive staff is employed by only one of the participating associations and
if the other participants are much smaller and unable to sustain a staff
of their éwn. Under such conditions, staff sharing amounts to subsidiza-
tion of the small participants by the large one, and it can be expected

that such subsidization has a politiecal price.

The degfee of horizontal integration of an associational system can
be measured in terms of the frequency of institutionalized cooperative re-
lationships of the various kinds that exist between its members. Of
particular importance at the system level are joint ventures, alliances,
and staff sharing arrangements. A possible operational indicator of

horizontal integration would be the percentage of associations belonging

to the system that take part in one of the three more permanent types of

cooperative relationships.

+Staff sharing may be politically insignificant and a mere economic conven-

ience if it involves associations representing interests that bear no re-
lationship to each other (e.g. an association of vinegar producers sharing
its office with an association of road-building firms).
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Dense horizontal integration through resource sharing and/or joint
ventures between two or more assoclations may be filrst steps towards a

i

mergey. & merger differs:from the creation of a higher-order association

in'that the associations involved adopt a joint constitution which takes
the place of their original, separaté constitutiﬁns. Through a merger, the
relations between the units involved hecome intramorg;nizational falations
and are no longer properties of inteﬁ—associational systemé. Relaticns
between associations short of a meréer can be classified in terms of the

categories suggested in the present part of this paper.

4, Hierarchical Integration. An assoclational system is hierarchic-

ally integrated to the extent that its compenent associations are affiliated

to, and controlled by, higher-order assocliations representing their inter-

ests at a more genexal, aggregate level. Hierarchical integration is high

if the number of component asscciations which have no links to a hierarchic-

‘ally guperior association is low:; in this sense, hierarchical integration

is the inverse of fragmentation. Furthermore, hierarchical in-

tegration increases with the strength of the bonds between lower- and

higher-level associations: the less politically autonomous lower-level
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aséociations are in relation to the higher-level associations to which
they are affiliated, the higher the system's degree of hierarchical in-

tegration.

Hierarchical integration in the sense of low fragmentation is rela-
: ti%ély eas& to measure. Associational systems are the’ less fragemented,
and the more hierarchically integrated, the higher the proportion of their
compenent associations at a given hierarchical level which are affiliated

to a higher-order associaticon. ‘The most stralghtforward operational indi-

cator should be the percentage of membership (first-order) associations

in the system that are affiliated to a higher-order association ("mixed"
" associations being counted in: this case as membership associations).
In addition, it should be meaningful to compare between sectors nation-

ally and cross-nationally the number of hierarchically unaffiliated

higher-order associations. In the ideal case of maximum integration and

minimum fragmentation, a system has one highegt-order association inte-
grating all interests from its social base (as well as, presumably, inter-

ests from other sectors). For this association, there is no higher-

order association in the system to join. Thus, the number of hierarchically
unaffiliated higher-order associations at the maximum level of hierarchical
integration is one., If a system has more unaffiliated higher-order asso-
ciations, this reflects a diwvision in different, separate, hierarchicaily
unrelated interest subsystems. Each hierarchically unaffiliated higher-
order assocciation stand for an interest subsystem not linked into a more
general levael of interest represen%ation; The number df‘unaffiliated higher-
order associations is identical with the number of subsystems into which

the hierarchically integrated part of an associational system is fragmsnted.

The intensity of hierarchical control in an associational system can

be conceived of as a function of the amount of interest diversity higher-—
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order associations have to integrate in their relationspip to thelr affi-
liates. 'The smgllér the number of affiliates a highef—order association
has to coordinate, the lower, everything else being sgual, the amount of
interest diversity it is confronted with, and the higher its integrational
capacity. At a givenrlevel of horizontal differantiation of an associa-
tional system into independent memberéhip asgoclations, one way of reduc-
ing the interest~political "span of control" of higher-order associations
is to increase the number of hierarchical steps from thé base to the top

of the system. While in "flat hierarchies" with few hierarchical lewvels
the span of control is wide and, hence, the intensity of hierarchidal
control low, in "tall hierarchies" spans of control are narrower and con-
trol inténsity is, therefore, higher (Figure IX). The higher the

number of hierarchical levels in an associational system,‘the lower the
average span of control of higher-order over lower-crder associations, and
the narrower the range of interest diversity higher-order associations have
to manage. Asscclational systems with tall hierarchies reduce the interest

diversity confronting their higher-order associations by aggregating the

FIGURE IX

"TATL" AND "FLAT" INTERASSOCIATIONAL HIERARCHIES

Tall Hierarchy ' Flat Hierarchy

Average Span of Control: 2 Average Span of Control: &8
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divergent interests they have to process step by step at a number of inter-
mediary stages; in this way, they achieve a higher Level of interest
aggregation and coordination than would be possible in one single step.

Thus, we suggest to use as a first measure of the strength of hierarchical

integration in an associational system the average sgah of control of

higher-crdex associationg, expressed in terms of the average number of

associations affiliated to them.
As a second measure of control intensity, we suggest to use the aver-

age strength of hierarchical contrdl by the higher-corder asscciations in

the system over their member associations. Above, we have suggested several

measures of hierarchical inter-associational control (IIX.4.3.2.), and it
should be possible to develop an index which can be computed for a popula-.

tion of higher-order associations in an associaticnal system.

+
ITI.4.4. RESQURCES

As has been pointed out above, a central dimension of organization
develOPmenﬁ in interest associations is increasing economic and strétegic
autonomy from their social base and from their enviromments in general. In
relation to the procurement of organizational resources (in Parsons' terms,
the problem of "adaptation"), (relative) autonomy means two things:

 institutionalization of resource supply in order to provide protection

from unpredictable changes in the kind and quantity of the resourcss

racelved, and diversification of sponsoring environments in order to

reduce the organization's dependence upon any one of them and to enable

the
it to balance /influence of each of them against that of others. Inter-

+ . ,
Aperational indicators for the variables introduced in this section are
given in Appendix H.
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est agsociatlonsa at a low level of development get all their re~-

sources from their members, and they get them on a sﬁrictly voluntary basis
contingent upon . whether members éppfove of their present policies
. and percedve them as ingtrumental for theilr own immediate objectives.

Since member approval may be subject to change dependiﬁg on all kinds

Ef external circumstances and may be differently strong for different
groupé of members and for different issues; and since approval of a
collective objective does not necessarily motivate individuals to share

in the costs of its organized puisuit, associations that depend exclusively
on the voluntary support of their "primary beneficiaries" are likely to
suffer from high instability of organizational structures and processes,
continuing pressures for structural change and adaptation, inability to
develop organizational routines and to plan activities over a longer

pericd of time, and a general gcarcity of disposible resources. The driving mo-
tives behind what we have called "organizational development” are the
severe dysfunctions of this fundamental insecurity for purposive; co-
ordinated collective action, and it is primarily these dysfunctions

that explain the tendency of organizations to change in the direction of
higher levels of ingtitutionalization and organizational self-determina-
tion.

The resource economy of an interest agsociation with,undeveloped
organizational propertiss is characterized by the following elements:
{1) The only source of finance, as of all other resources, is the

membership. Much, if not most of the money supplied by the members

consists of voluntary contributions (as distinguished from regular

dues payments) and most §f it is related to and raised for specifie
purposes. The basic principle governing the funding of the organiza-—

tion is that money is contributed for individually identifiable activi-
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ties rather than for the operation of the organization in general. The
prevailing form of finance is through special levies, and if regular
dues are collected at all, they are typically low and/or members have
the choice of opting cut of certain services and paying a lower rate.
Under these clrcumstances, it is difficult for the organization to
divert parts of its financial resources from their allotted purposes
£o build up a stable organizational overhead. As most of the organi-
zation's funds are earmarked, the money that can be used for the de-
velopment of general capacities and for long-term strategic planning
is fundaméntally limited, and the digcretion of the organization in
disposing of its finances ls tightly restricted.

{2) Organizations are composed of social roles structurihg and co-
ordinating human activities. To £111 thelr roles, they have to mobilize
labor, i.g. the performance by individuals of specific tasks. At a low
level of development, the labor used by interest associations is con-
tributed by thelr members on a volunta?y basis. Unpaid, "honorary"
officials are typically chosén by the members or Ly mefiber repressénta-
tives to ensure close control by the membership over organizational
resources. Professional "full-time" staff appointed by the
agsociation and paia for out of its own funds does not exist.

The supply of voluntary labor, like of wvoluntary financial support,

is contingent upon member congent with association policies and/or the
presence of strong and selective "outside inducements" {(Olson)}. If the
political consent of the membership is weakened as a result of "unpopular”
decisions-or of changing external circumstances, voluntary labor can be
withdrawn at any time, and the organization'may have difficulties find-
ing a sufficient number of replacementsg. Moreover, the extent to which

voluntary labor can be subjected to bureaucratic discipline is limited,
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aﬁd so 1s the extent to which it can be used fﬁr highly specialized
tasks in a complex corganizational division of labor, ‘Most importantly,
the incentives motivating volunteers to contribute their labor to
an assgciationTﬁgrelg¢t commanded exclusively by the organization as
such but by primary groups or other social systems‘in its environment.
This is especially obvious in the case of business agsociations using
"loaned" fulltime staff employed by member firms. Although such staff
may be highly specialized and bureaucratically disciplined, from the
perspective of organizational autonomy it has the decisive disadvantage
that it is not paid by‘the agsociation but by another organization with
interests of its own; that its primary loyalty therefore lies not with
the associlation; and that it can in principle be withdrawn at any time
in response to assoclational decisicns conflicting with specific f£irm
lnterests.

{3) Interest associations at a low level of development expect

their members tc support them with a wide range of wvoluntary activities

even outside specific organizational roles (br, in other words, being

a "member" in such organizations involves meaningful and selective poli-
tical activity -- as opposed to organizations whose members are actually
just "customers" subscribing to a set of services in whose production they
take no part). The classic example is trade unions which, as long as they
are not recognized by the employers or the legai order, have te ask their
members to go on strike whenever they want to bargaiﬁ on their hehalf,
Cther interest assoclations may call upon their members to write letters

to political authorities or contribute money to or vote for certain political

parties, etc. To the extent that an association needs to form consensus

through the use of sclidaristic goods - approaching, in the terminology
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of Figuré II, above, the "club" model of éssociability -- it is unable

to function unless its members are willing and able to interact with

each other directly within its institutional context. Likewise, an asso-
ciation with no amthority of its own to sanction "free riders" or no power
0 coerce "opportunists" may have to rely for its g;cwth on the willingness
of 1its membérs to use informal sociél or economic pressure on non-members
to make them join. Generally speaking, the less organi;ationally developed
an interest association is, the less it is able to pursue its objectives
without repeated recourse to its members for specific voluntary support,

and the greater the role the members are expected to'playlin the échieye~

ment of associational agoals.

(4) At a low level of develcopment of organizatiqnal properties, formal
ggﬂgggggig_cpgnt; less tﬁan activeﬂggpggyt, agd'the @ifference be-~
tween supporterg or bengficiaries on the one hand and members on the
other is not well institutionalized. Although density ratios tend to
be low, and turnover among members high, systematic efforts to re-
cruit supporters to fermal membership étatus and keep them in the
organization are infrequent. In many cases, although this does pro-

bably not apply to BIAs, associations do not even have exact membership

records, and the administrative resources they expend to maintain t¢he fbrmal
distinetion between members and non-members are limited. A la limite, re—
sources needed to attract members sxceed the benefits to be obtained, and

hence no effort is made to increase membership density.

(5) Total resource endowment of undeveloped associations is low,

or at-least it is subject to §ubstantial cyclical change. Since inter-

est associations at this stage.often have competitors undertaking to
représantrthe same constituency, the price they can charge for formal
mempership tends to be low. Moreover, to the extent that an organization
utilizes voluntary rather than paid lahcr, it is in competition with

cther soclal systems also laying claims to the activities and loyalties
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of its personnel. As has been mentioned, the resources underdeveloped
associations: are able to extract on a continuous, réutine basis tend
to be negligible, and they are certainly not sufficient for gavings
or the accumulation of property. Resource inflow may suddenly increase
rin situatlions perceived as vitally importaﬁt by the members for theilr ind-
ividual and/or collective interests., Emergency mobilization may suddenly
multiply the finances, labor and member activities at the organization's
compand, but this is only temporary and in relation to a specific, li-
mited objective. Aftex the‘emergency is over, the organization's extrac-
tive capabilities and its resource supply return to their previous low
level. |

Associationse suffering from resource uncertainty strin to
free themselves from the constraints of consensus-dependent ad hoc~mobili-
zatlion. In relation to thelr primary enviromment -- their immediate
beneficiaries -- political organizations typically attegpt to improve

their extractive capacity by substituting contractual obligations for

voluntary commitments as the principal bagis for member support. With

support "on value grounds" being gradually replaced by resource transfers
through a "market nexus" (Pargons), elements of "econcmic exchange” (Blau)
creep into the relationship betweep the crganization and i1ts members.
This can be observed in seVe?al dimensions:

{1) To increase their finandalautonomy, political organizations
;trive to raise as much of their‘monetéry resources in regular dues
paid as a matter of routine and regardless of specific decisicns or
events. Dues payments, unlike special levies or wvoluntary contributions,
constitute a generalized form of financilal support and leave the organi-

zation wider discretion in the purposes for which it makes use of them.
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In exchange for the increased gconomic security and strategic autonomy

that go with a shift to regular dues as its principal source of finance,
an interest association may offer its members economic "outside induce-
ments" (Olson) that are produced indepeﬁdently from its primary collective
interest objectives and that are made available only to members who have
éaid their dues. The introduction of "selective gecods" (see below, III.4.5.)
adds a commercial-contractual element to the relationship between the organ-
ization and its members in that it makes it possible to conceive of dues

as payment for specific commodities. In so far as this perspective beccmes
generally accepted, associations can be sued by their members for breach

of contrac£ if they fail to provide a selective good offered inttheir con-
stitution -- just as membefs can in principle be taken to court by their
association if they fail to pay their dues. This conception of membership
as a formally bhinding and legally enforceable commercial contract is in
itself a result of organizational development and is not present in poli-
tical eorganizatlons of the "club" or "social mOVement".type.

Another way of stabllizing an associ&tion’s accgss to financial sup-
port involves thersale of individual goods.and gervices to customers at
commercial markets {(through individual, specific sales contracts). Intex-—
est associations raising;money‘thrbugh such individual sales transactions
are likaly‘to incorporate elements of a business filrm into their structure.
In go far as they procure financilal resources. through commercial activities,
their funding 1s no longer affected by fluctuations in the political con-
gensus or immediate policy concerns of members. Associations may raise
financial support through both dues and commercial sales at'the same time.
For example, an organization may sell to non-members on an individual
bagis the same goods and services members are entitled “to in exchange for
their dues,+ or membersrmay be given the right to purchase certain goods

or services at a lower price than non-members.

+This, in fact, 1s a requirement under U.S. anti-trust legislation and
judicial precedent. .
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On the other hand, neither selective goocds nor commercial activities
are without problems ag ways of financing interest'associations. aAl-
though selective goods can greatly contribute to motivating potential
members to join and pay dues, thei: possible effect is limited by the
competition of commercial firms offering the same or substitutable
goods without having to finance a "political overhead”. While poliﬁical
organizations may supplement their money income by engaging in commercial
activities, ’ “- beyqnd_a certain scale this is likely to undermine
the structural distinction between members and non-members {"customers™);
to lead to the dissoclution of the package of selective goods into a range
of different products that can be individually purchased by everybody;
and to result in the decomposition  ©f - membership as a social status into
a series of,individual economic exchange transactions. The primary reason
for this seems tolbe that the more an organization is deééndent for
economic resources on the market, the more it is subject to imperatives
of economic rationality which ‘ - militate against discrimina-
tion between members and non-members(e.g. reasons of "economies of scale™).

Generally speaking, we suspect that in capitalist economies the temptation
- for interest associations +to solve their resource problems by leaving

the political arena altogether and turning into business enterprises
is so strbng that it requires special institutional conditions and con-
straintg to prevent this organizational development from occurring.

{2) As fér ag labor is concerned, instituting contractual obliga-
tions for voluntaty commitments means replacing woluntary by 'paid
labor procured through the market. It is obvious that the employment of
paid officials is pogsible only on the basls of a minimum regular money

income, and it is likely that organizaticonal efforts to increase and



210

stabilize the money supply will be redoubled bg the professional staff who
have a vested interest in their employer's ability to pay.‘The employ-—
ment of paid lakor increases an assoéiation’s autonoﬁy in

relation to its member bage in that now a crucially important resource

is drawn from another envircnmenﬁ. Thigs is particularly clear in the

case oleIAs whose administrative .staff is usually no£ recruited f£rom

the ranks of thefr members. (In trade unions, the emergence of the labor
market as a new resource base is veiled by the fact that, 4t least
initially, full-time officers are always former rank-and-file members.)
Since profegsional staff depend for their status and income to a much
highér.degrée on the association than voluntary officials, they can

be directed to perform a wide range of highly speclalized %tasks, and since
their obligations towards the organization are contractually specified,
they are relatively easy to discipline or, if they fail to meet expecta-
tions, to dismiss.

Another aspect of professionalization is that it injects into an
organization a hew, autonomous interest that is not identical and may
aven conflict with the interest of members. In commercial organi~
zations, the conflict of interest between "staff" and "customers" is
regulated basically through the market which determines the rates of
exchange between the two groups and their relative incomes. The corre-
sponding conflict in interest asspcilations  between the sgelf-interest
of full-time officials and the collective interest of members is re-
flected in internal tensions between the full-time staff and the elected
leadership. ‘With rising levels of organizational development, the role
of the former in running the organization can ﬁe expected to grow at the
expense of the latter, While the professional management of develcped

interest associations has to take the expectations of the members and

their elected representatives intoc account, the character and substance

[

of the organization's policies, and the way in which these are pursued,
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are geared to the functional needs aﬁd the specific strengths and weaknesses
of a . large and specialized bureaucratic staffj‘While organizational
development normally does not make elected leaders c;mpletely disappear
-- except in the extreme case of assoclations turning imto
full- fledged business firms -- the number of elected officials in re~
lation to the number of full-time staff declines, aﬁd the function of
the elected leadership is ilncreasingly reduced to legitimating the po-
licies selected and carried out by the full-time staff.

(3) The more developed an interest association is, thHe less it

depends for its functioning on the voluntawy activities of its members.

Organizationally developed associations usually have well-established and
safely institutionalized lLines of influence to the state or other environ-
ments that enable them to represent their members as a matter of political
and bureaucratic routine. This makes it pogsible for them to tailor their
policies in such a way that under normal circumstances they can‘operate
without spontaneous,'voiuntary "mebilizaticnal” conti¥iblitions from their
member;?-As a consequence, they have been able to reduce the input from
their members to such resources as can be procured through a formal
"membership contract" on a regular, routine basis. One resource that

can be extracted in this way is, of course, finance. Another one which

is especially important in BIAs is information on members' economic
situnation. The obligation to provide accurate economic information --
which the association can routinely process and put to varlous uses at

its own discretion -- may be the only other activity expected from BIAI

members in addition to paying their dues.

+BIAs may be particularly prone to such professionalization given the gene-
ral managerial ethos of business and their tendency to rely heavily on
"factual-reasonable" arguments in advancing and defending their interests.
Agaln, this is especially the case with BIAs and used to be the case with
professional associations until recently when they have regorted increas<-
ingly to "trade-union-tactics".

S
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One example of how business associations extract information from

their members is the Betriebsvergleich {compariscon of firm performance)
conducted by some German trade associations. Members\inform the asso-
giation on a regular (monthly or quarterly) basis about their economic
performance. Information is sgupplied in the form of a set of standard-
ized indicators. The association assures its ﬁembaré that their data
will be handled confidentially, and that the anonymity of individual
firms will be respected. Cn the basis of the individual data, statistics
are calculated by the staff of the associat;on - mostly averages and
digtribution measures - whiéh are then made available to the members.

Members can compares thelr own performance to the average performance

of the other firms participating in the Betriebsvergleich and can thus
determine "where they 'stand", The prospect of getting access to aggre-
gate statistics on the industry as a whole serves as én incentive for
members to give their perf&rmance data to the association, It may also
be an incentive to jeoin the association, and in this sense may fulfil the
gserves as a justification for claims of the asscciation’s professional
staff for autonomy from repregentative kodies. Information gathered

through Betriebsvergleich can be used b§ the association to formulate

and defend its policy, and it can be offered to the state in excharnge
for access and recognition (see below).
(4) With rising levels of crganizational development, the formal

statug of organization member is either transformed into that of customer

~-— and thus looses its specific significance -- or it is increasingly em-
phasized and formalized. In the first case —=- i.e. in the commercial
variant of regource stabilization -~ membership as a social category

either disappears completely, giving way to a series of unrelated,
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specific economic exchange transactions, or is turned into something like
an insurance policy. 1In the case of increasing formalization, being a
member "in good standing” becomes the precondition for access to the
selective goods provided by the association. It is important for such an
organization to protect carefully the formal distinction betﬁeen members
and non-members and, in particular, to keep reliable records on which
members have and have not discharged their constitutional obligations.
The more an agsociation extracts its resources from its social

base through routine contractual obligaticns -- and the more

indepéndence it has gained from spontaneous voluntary supports —- the

more important it becomes that all those who fall within its formal scope

of representation become members. In fact, one can érgue that for a de-
veloped interest associlation it is almost irrelevant whether or not a poten-
tial member agrees with its-policy, if only he or she gsigns an application
form. Empirically, this is reflected in the emphasis placed.by developing
interest associaticns on recruitment campaigns aimed at maximizing the
number of formal members without paying much attention to whether such

members actually share the organization's values.

(5) Although formalization of support obligations may make the
resource flow from the members to the organization more steady, it does

not in and by ltself increase the total amount of regources that are

mobilized. As long as different organizations compete Eor the represen—
tation of one group, the percentage of potential members each is able +o
recruit is limited, and so #§the price it can charge for membership status.
Ohe way in which small and undeffinance& ~aagoclations can try

to éompensate for suboptimal size is through joint ventures or other
forms of resource sharing. More effective would be changes in domain

demarcations putting an end to inter-organizational competition, or
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mergers making domains broader and increasing the nimber &f potential
members. However, changes in inter-organizational configurations of this
dimension are unlikely to occur without the intervention of a powerful
third party, and under voiuntamistic-ghuaﬁst‘conditions it is difficult
te see who thisg third party could be.

The second strategy for interest associations to gain re-
source autonomy, complementing the stabilization of the primary lines

of supply and in an important respect reinforcing it, is what we have

called at the outset the diversification of sponsoring environments.

Oné cbvious reason why organizations should prafer to be supbéfted by mofe
than one environmeﬁt is that this increases the total resource base‘from
which they cag‘araﬁ. In addition, simultaneous interaction with several
environﬁénts offers the opportunity to use regources from one to eXtract
resources from another, or to mediate exchanges between two environments
and charge a price for this. We have already encountered two "secondary"
environments to which interest associations can and do turn for resources
in'deﬁéloﬁihg their organizational properties: the labor market and

the market for goods and services. However, the extent to which

interest assoclatilons can rely on paid labor depends on their

financies resources, and commercial activities cannot be

extended indefinitely if the organization is te maintain its political
identity. If interest assceiations want to stébilize and increase their
regource supply beyond a critical point wiﬁhout becoming business firms,
they therefore have to turn to a further sponsoring enviromment which

is, not surprisingly, the state.

Interest associations, as resource~extracting social systems, cannot

exist without interference by and protectlion from the state. For example,

the transformation of voluntary political commitments of members into
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legal antitlements of the.organiéation ;- which we have desqribed asg
an iniltial phase of orgagizational development =- presupposes a legal
ordar which ensures that "membership céntracts" are oﬁserved and that
they wan, Lf neceséary, be enfiorced against resisztance. The same is
required for asédciationé lag well as Ffirms)
£0 engage in commercial activities., Moreover, the extent to which
Interest assoclation can supplement its resources by selling goods
and gervices irr the market is in largé péxt depenéent upon the tax
laws and oﬁhar legal "rules of the game" (see abdve, ITT.3.1.1.).

Apart from and beyoﬁd its role in providing e gensral legal frame-
work for associétive action, the state ls of course, among the principal
addressees of the demands associations make on behalf of their membexs .
Bfforts of interest gssociations to influénce state policies can be
conceived of agréfforts to extract a specific resource -- "Favorable
decisions"'w— £rom the stat§ in the seme way in which other resources
are extracted from other anvironmenﬁs. At a iow level of development
where intereght asgsoclations are primaxily "movemants" presging the
demands of a particular, narrowly defined interest clientele (see‘abQVa,
Figure IT), the resources they extract from Eﬁe state are "public goodg".
They benefit association members as well as non-members, and they do
pot benefit the associations specifically‘as organizaticns.‘The more an asso-
ciation establishes itself ag a regular>exchange and interaction partner with
the state, however, the more opportunities it is likely to encounter _
in thig relationship to use the state in its quest for (relative) auto-
nomy from its members: either by making ihe ghate withhold the benefits
of favorable decisions from, or limit the consequences of adverse de~
elalon to, nopn~members -- thus indirectly facilitating the agsodiation's

membérship recruitment efforts ~- or by getting the state to provide
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5enefits'tq the agsociation itself and, thereby, to increase its resources
directly. The temptation to add to pblitical demands made on behalf of the
clients othersthat benefit the association per se is all the more ir;esistabLé
gsince the state may on its own offer to provide selective organizational
agsistance in exchange for the performance of particular policy func-:

tions (see beiow, Outputs, III.4.5.). The resources the state may supply to
interest associations to add to the resources they‘receive from othar
environments can be classified in the following way:

(I) In terms of finance, associations may get from the state any-
thing from direct subsidies to various forms of tax relief and tax exemp-
tion. (For instance, a highly‘indirect way of state financing of interest
agsociations is by making member dues - tax deductible.} A partlcularly
interesting form of subsidizatioq is reimbursement for specific services
performed on behalf of the gtate, e.g. the administration of a2 licensing
program. Frequently, the amount paid 1is high enough to tover a signi-
ficant part of the general organiéational overhead or to fuﬁd the develop-
ment of organizatibnal properties which can later be used for other pur-~
poses. On the other hand, interest associations frequently reject all
too obvious state financing to avoid apparent or actual state-depéndenca.
While many associlaticns do raceive financlal assistance from the state,
they often pﬁefer such}assistance to be provided not in the form of direct
subsidies but in a more indirect manner% Cne, but by no means the only,
way in which states can assist, interest associations financilally is by
sheltering thelr selective goods from competition by private business
firms, e.g. through various forms of tax rélief. The more direct and
indirect financial support interest associatlons recelve from the state,
the more unlikely they become to fund themselvez through commercial

activities. We assume that, at a certain stage, the commercial and po~

+§qain, BIAs with their typically "private", anti-state ideologies may be
normatively constrained more than other interests in their acceptance of
gtate subsidies. Public authorities may alsc be rsluctant to subsidize
guch obvicusly privileged social groups, although they can hide behind
the pretense they are helping "small business" or “"sick sectors".
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litical paths of organizational development separate, and interest asso-
clations are likely to face the choice of becoming either business firms
or (quasi-) public political institutions if they do not accept stagnation

at a low level of development.

(2) Regarding the dependence of associations on voluntary member

activities, the state can contribute to organizational autonomy by
institutionaiizing stable and reliable channels forceffective interest
representation on an everyday, routine basis. Whether or not an asso-
ciation ¢an abstain from calling its members to its subpo?t on gpecific
issues depends, in the final instance, on whether its political inter-
locutors permit it to satisfy gignificant member interests. By granting
an association generalized recognition as a legitimate representative

of its category of interest, by giving it easy access to significant
decisions -~ e.g. through institﬁtional represaentation on public or
quasi~-public bodies and authorities -- and by listening to it without
first insisting on demonstration of member support, the state (or‘any
other political interlocutor) makes it éaéy'for it to routinize its poli~’
tical activities and to reduce the role of its members from active partic-
ipants in the pursuit of collective goals to passive political customers
buying (or, as the case may be, not buying) decisions produced by their

. association on their behalf.

{3) In addition to recognition and access, the state may grant inter-

est associations specific'organizational privileges to stabllize and

increase theilr resource supply and to strengthen their independence
from their members. Organizational privileges dispensed by the state

to interest associationsare essentially monopoly rights -- exclusive
licenses to provide certain esséntial goods or services to a particular
group constituency. Compared to other forms of state assistance in the
procurement of rescurces, organizational privileges have obvious-advan-
tages. Thus, since they do not involve direct financial subsidles,

they do not necessarily impair an association's appearance of independ-
ence. Furthermore, whereas legal zrecognition and enforcement of contract-
ual obligations involvad in association membership do not prevent po-

., tentisl members from not joining in the first place; and tax privileges
for selective goods do not make it alﬁogether imposgible for commercial
competitors to undercut an interest association's dues rates, organi-

zational privileges may make membership obligatory and competition illegal.
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while
Moreover,/ quaranteed political influence may make an association an

effective interest representative, the favorable decisions it
extracts from the state are still collective goods benefitting, at
least in principle, both members and "free riders". By limiting the
benefits of favorable public policy decisions to association nembers,
_and the costs of unfavorable decisionsg to non-members, states may turn
the political results of associative action into selective geods tor
"bads") monopolized de facto by the association. Examples of organi4
zational privileges are a legally énshrined monopoly to provide an

essential service such as representation in court; authorization to
administer certain public policy programs and to discriminate in distribut-

ing material benefits against non-members; the de facto or de jure linkage

of access to a particular market to association membership; or outright
obligatory membership like in the Austrian and German Kammern. The con-
cession of organizational privileges is usually accompanied by state—
‘assisted "rationalization" of inter-associational systems, involving
domain changes to end competition and mergers leading to more encompassing
organizational units. Whatever their concrete form, organizational privi-
leges always contain elements of compulsion and devolved state authority
which not only make the organization's resource supply more steady and
‘more reliable but also'increase its quantity. Thus, it is normally only
after the introduction of some form of state-backed compulsory meémbership
that interest associations are able to achieve a density ratio approach-

W

. +
ing one hundred per dent.

+Outright compulsory membership may have dysfunctions in terms of the
political control an association is permitted to exercise over its
memberg, and associations may, for-this reason, prefer more indirect
forms of compulsion. If the state makes it obligatory for a particular
group to be organized in, and to contribute to, a specific association,
it often at the same time narrowly circumscribes its jurisdiction and
the political discretion of its leadership. An association licensed to
use compulsion in extracting economic resources may not at the zame time
be permitted to use it to generate compliance. Likewise, agsociations
wielding devolved state authority may, and are likely to, be restricted
in their freedom to reject applicants for membership or te expel members.
This explains why interest associations tend to prefer indirect forms of
state licensing and organizational assistance over direct ones which are
usually subject to legal restrictions in the name of free trade or equal-
ity before the law. It alsc explains why, where compulsory BIAs exist

(e.g. Kammern), they are often "parallel" by closely related private
associations,
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6rganizétionally developed interest asscociations depend for their
'resource‘supply nelther on their members nor on the state: they draw
their resources from both, and possibly from other enviromments as
well, and they convert them into ocutputs that are as. essential for

their enviromments as their resources are for themselves. In this sense,

developed interest associations are resource autonomous. Whether or

not organizational efforts to overcome resource dependence on the
membership end up in résource dependence on the state hinges tipon

the gervices the association provides to the state. If these are as
indispensable for the state as the latter's organizational assistence
is for the association, the mutual exchange relation is balanced, and
neither zide can dominate the other. The basis on which associlations
¢an make themselves indispensable for the state is their exclusive
relationship to their members. A fully developed interest associa-
tion is indispensable -to the state because of its relation to its
members, and indispensable to its members because of its relation to
the state (or to other external agents such as trade unions). The organi-
zational "outputs" on which such mutual indispensability can be founded

are discussed in the following £inal part of our consideration of "Organ-

izational Properﬁies“.
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II1.4.5. oureurs’

."Relative autonomy"” of interest assoclations implies an enhanced ability
to plan outputs over a longer period of time and to select strategies and
objectives in accordance with organizaticonal needs for continuity and
stability —-- this despite the continued constraints posed by member con-
cerns and state calculations. Thg more defeloped an organization is,
the more it should be able to protect its activities from heing determined
by factors other than, and in conflict with, its own functional require-
ments. Organizations are strategically autonomeous te the extent that
they can remain insensitive to unpredictable "turbulences" in their
environment that might force them to write off past experience and
establiéhed structures of decision-making -- or, inversely, to the
extent that they can change their activites and struc-
tures without prior approval of mémbers or interlocutors. A (relatively)
autonomous organization can {within limits) determine the direction and
the rate of its adaptation to gxternal éhanges. It can keep its outputs
(relatively) constant in spite of envirommental fluctuaticns so as to
protect its past investment in "gtandard operating pfocedures“,or it
can upgrade its productivity and profitability when it sees the oppor-

tunity to do so.

Solidaristic Goods, Public (Pressure) Goods

Interest assoclations whose outp;ts are addressed exclusively to their
primary environment, 1l.e., their membership, cannot normally gain much
strategic autonomy. Confined to a single "public" and, hence, unable
to mobilize additional rescurces from other environment;;r;ssociation
can achieve only little control over the demand for its outputs, and

it ig forced to respond immediately to whatever changes in demand may

occur. Organizational development in the direction of higher strategic

+Operational indicators for the variables introduced in this section are
given in Appendix I.
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autonomy, therefore, is tantamount to insulation from the immediate
strategic influence of the membership. The development of stable
mechanisms of control by an association over its so;ial base is
-possible only throggh'a diyersifigation of outputs and

strategic environments. The most likely addressee of additional out-
puts for interest associations is the state; othersinclude organiza-
tions representing conflicting interests with which the organization
maintains a regularized bargaining relationship.

Interest associations at a low level of development engage bhasically
in twe kinds of activities: they organize pressure by thelr members on
other groups or organizations,{i.e. act as "movement"), znd they struc-
ture and facilitate interactions of their members with each othef (i.e.
perform like a "club"). In both, they depend on the voluntary support
and participa#ion of their membership, and these are likely to be forth-
cbming only 1if the association's policy is in line with the members'
immediate, short-term interest perceptions. &g a result, undeveloped
associations may not have much to offer to their secondary enviromments
in terms of gtable policies and hinding long-term commitments. Where
they do, they are likely to be so "locked: into" member concerns that
ﬁhey are not in a position to bargain and trade off with interlocutors.
This makes it difficult for'them to get much from the state or other
target environments except through direct member pressure or intense
member solidarity.. . Moreover, they are likely to get little
for themselves as organizations from Such exchanges. For example, what-
eﬁer favourable decisions they may as "movements" extract from the staza,
these will be public or categoric goods available to sverybody regardless
of association membership. When they act as 'clubs", the benefits are

likely te pass quickly and exclusivaely to members.
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Apart from the pféssure group-typeréf representétion,'ﬁndeveloped

interest associations can offer their membgré "solidaristic goods” such as

sociability, participation in collective activities, préstiée, "connec-
tions", formation of a collective identity and of pelitical consensus,
etc. None of these goods can be produced without the active voluntary
invelvement of the members themselves, and while high participation and
effective consensus formation may increase the association's ability to
represent its members effectively, they at the same time determine its
pelicy and limit the strategic discretion of the leadership. Morecver,
businessmen,/women have many'ways of getting prestige and sociability out-
side BIAs, and informal interaction with other businessmen/women carries
with £ . . economic advantages only under specific cﬁnditions.
Informal relations, prestige and éppeals to shared values may_motivate
membership in a business association and compliance with its policies
among small, densely integrated, locally concentrated business communities
with a high degree of infofmal cohesion, or they may work in societies
where there 1s a high level of poLitigized'qlass antagonism, o¥ where the
business class is distinctive in ethnic, religious or lingudstic terms.

In general, however, business interests are moxe uniVersalistically de-
fined, and the outputs undeveloped ﬁIAs have to offef axclugively to their

members are under most clrcumstances expendable for them.+

A visible expression of the lack of capacity for the "club" functions

of business asscciability to motivate interest-political support and
compliance is that, with progressive organizational development, they tend
to be delegated to separate, specialized organizations not engaged in
interest representation as such. Examples are "ascriptive" associations
of businesswcmen and young entrepreneurs. In many cases, assoclations of
this kind are closely allied to business interest associations (which
either have firms as members or are open to all businessmen/women in an
industry), and sometimes they are directly financed by them. Otherwise,
these functions are better performed by a range of organizations less
criented to external representation (e.g. Rotary Clubs).



223

The capacity of undevelecped interest associations to contrel thelr

members' behavior and make binding decisions on thelr behalf is low. Inter-

est associations with undeveloped organizational properties are small and
have narrow domainsi their membership is homogeneous; and there are no
internal cleavages that would demand authoritative reconciliation and pro-
vide an opportunity for a strong interest government to establish itself
and gain autonomy. As a result, interests are rspresented as they are
defined by the members themselves, and an crganized transformation and
reformqlat;on of interests does not take place. The members control the
agsociation, not the other way around. If no consensus can be formed
among the membership on a.relevant interest, ﬁhe agssociation ig likely

to gtay silent or break apart -- its capacity to integrate divergent
interests of mediate between them is limited.

The means of control available to undeveloped associations

require a great deal of voluntary identification and participation to be
effective. The most obvious means leaders ¢an use ls persuasion

-~ an’ appeal to common value orientations and shared interest perceptions
which draws on collective identifications of, and group sclidarity among,
the members. The ability of an association to generate compliance through
persuagion depends on how successful ‘it can be,given the gocial structure
of its constituency, in building up, reinforcing, and sustaining such
identification and solidaritff In addition, leaders can try to mobilize

informal group pressura by loyal members on dislcfal'onéé ‘(or by members

on nbn-members}._ However, participation in such informal collusion can
almest by definition not be made obligatory and cannot

be enforced by threats of organizational .sanctions. Moreover, the means
of control that are employed on behalf of the association are not in the
hands of the association itself but in those of its members. Although

informal collusion in support of an association may be inspired by its
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‘leadership, it presupposes a high degree of "vcluntary” cohesion and
solidarity among the members whose presence or absence cannot be signifi-
cantly influenced by formal organizational efforts. Whether or not, in
other words, an asscciation can rely upon informal group pressure in en-—
forcing its policies on its members is not primarily a matter of organ-
izational but of group properties and is likely to seém unpredictable and
unreliable to its interlocutors. Such an association, in other words,

cannot "sell" the compliance of its members.

An important borderline case is control over ﬁember behavipr through
information. Interest associations may direct the ("micro") behavior of
their members by informing them of its likely aggregate ("macro") outcome.+
An example i1s a BIA gathering’from its members information on their in-
vestment plans and feeding the aggregate data back to the membership.

If thils data shows that the result of all individual members carrying
out their plans would be over—-capacity, it is possible that members will
re~adjﬁst their plans accordingly -- especially if the BIA can produce

a formula for sharing the costs and benefits of investment restraintt

The problem with this kind of control is that information alone does not
protect those who cooperate from others taking advantage of them and,
perhaps, increasing instead of reducing their investment. Furthermore,
since the way members react to information is beyond collective control,

- the aggregate affect of infoxrmation on possible over-capacity may well

be under-capacity. On the other hand, although it is a firm's individual
decision whether or not it responds tc information on aggregate conseguences
in a collectively rational way, the provision of such information by an
agsociation presupposes that the association has received detailed and

truthful information from its members on their plans, and it is unlikely

Tsort of like a prisoner's dilemma situation with an outside "coach" helping
the players to a cooperative and mutually rewarding solution.
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that such information is supplied in a non-formalized and complete
N
voluntary type of exchange hetween the association and its members.

Selectiva Goods

A major step interest associations can take to increase their stra-
tegic autonomy is to diversify their outputs and add to representation

on the one hand and group consensus and identity on the other specific

selactive goo&s. Selective‘goods are private goods p;oduced by an asso-
ciation exclusively for its members. Their central characteristic is

that they can be, and are, withheld from non-members or members who violate
their formal obligations towards the associ$tion. And, their provision is
usually not contingent on willful member—-participation as in the case of
"solidaristic" goods. Selactive goodsloffered-by BIAs range fxrom current
information through jéurnals and newletters - e.g., on technological and
legal develdpments - to the procurement of materials or equipment at re-
duced prices; to advice in getting govermment subsidies or taking advantage
of government economic assistance programs; to individual laéal advice in
case of labor problems or civil suits; to individual consultancy servicges,
making available to members the specific know-how of the industry; assist-
ance in the promotion of products; the organization of jeoint distribution
gystems, ete. The important point about selective gooeds in the present
-context is that they offer members and potential members additional‘in—
centives to contribute to the association's subsistenée and conform to

its expectations. The conseguence is that the need for the association's

| substantive policies to conform to the expectations of the (potential)
membership is reduced. If the selective goods produced by an association

are attractive enocugh, one can become a member and be forced to comply

+ Co s -

EXl this is an other way of saying that the ocutcome depends on trust be-
tweeb members, something that a BIA can encourage buk never simply pro-
duce and which capitalist competition continucusly undermines.
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with the association'’s decisions even if one disagrees with them ~- pro-
vided, of course, the members need the goods'and cannot obtain them
elsewhere. Silective goods, that is, can increase tﬂe strategic auto-
nomy of interest associations by enabling them to frustrate political
expectations of their members for the sake of strategic continuity and
long-term objectives without having to fear that members will refuse to
cocperate in response.

On the other hand, the autonomy political organizations can achieve
through selective goods is limited by the pressure of commercial competi~
tors offering the same or substitutable gocds. Even 1f private suppiiers
charge a higher price for a particular'good than an associaticn, potential

members may be prepared to péy this price if they can in this way escape

" associational discipline. Interest associations that cannot get some
form §f monopoly privileges for at least some of their selective goods
{see below) may therefore in the long run be able to grow only if,they
relieve the goods they produce of their political functions and bécome
business firms. This, too, is a way of winning strategic éﬁtonomy. The
members of associations-turned-business~firmg are no iéﬁgef pﬁiitical

supporters but customers, and as such they are concerned only about the

products and not about the goals and structures of the organization pro-
ducing them. Interest associations that cease to be political organiza-
tions thus achieve the same autpnomy as business firms which make

their investment and marketing decisions exclusively according to criteria
of economic rationality and profit maximization.

The introduction by associations éf private selective goods to gﬁ}n
strategic autonomy may lead to changes in the structure of asscciational
systems and inter-associational relations. Insofar as the production of

, selective goods is subject to economies of scale,'it may result in various

forms of institutionalized inter-associational cooperation. One such
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form ig joint ventures. Associations p?oducing and providing selective =
goods may in any case have to set up special suborganizations for this
purpege -— either for internal organizational reasons (to take advanﬁage

of the benefits of specialization) or for external legal reasons (e.g.,.due to tax
laws) . Such suborganizations can be funded and maintained by twolar mnore
associatier.togethar. Alternatively, associations bélopging to a coﬁmon
higher~order association can have thelr selective goods proauced by it
rather than producing them independently and on their own. In this case,
individual menbers get *“”Wbrselectiva goeds not from théir direct member-
ship association but from an oxganization of which they are only indirect
members. To the extent that the membership asso¢iations would be unable

to supply the respective goods on thelr own, such an arrangement strengthens
the control of the.higher—order assoclation over its affiliates.

The sanctioning power Interest associations derive from selective

goeads in relatlon to thelr members depends on the degres to which such
géods are indispensable for the latter, The threat to exulude a member
firm from amcéss o seiective goods 1s effective as a means of organ-
.iZationa; discipline if the costs for a member of involuntary compliance
are ldwer than the costs of exclusion (or of having to bu& the respective
goods in the commercial market). if the costs of exclusion are substantial
-~ 4i.a, if the selective goods the organization provides are essential
ahd expensiye to get without the organization -- the ability of the organi-
zation to prevent its members from free-riding and free-booting ils high.

If the relative coéts of belng éxcluded from selective goods are low -
which is likely to be the case as long as commercial competition lg ad-
mitted and the organization does not share in some kind of public authority

- the sanctioning power of the organization is Limited.
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Generally speaking, selective goods are positive sanctions (rewards,

incentives) for joining an association and accepting its decigions as
binding, and to the extent that they can be withdrawn from non-compliant

members they give an association a capacity to wield negative sanctions.

The strongest and most effective sanctions BIAs can wield are probably
those that create competitive advantages or disadvantages. An example of
an associational selective good with this effect iz aceess to a joint dis-
tribuﬁion system cutside of which a particular product cannot bhe mérketed
at a competitive price. However, if the competitive advantages created

by a selective good, or the disadvantages created by its withdrawal,
exceed a certain level, this may, and normally will, conflict with the laws
on free traée and competition. In this case, the use of the particular
selective good for organizational purposes, if permitted at:all; is likely
to be highly regulated 'legally and subject to judicial review. Again,
_this shows that the effectiveness of selective goods as means of organiz-
ational control in BIAs depends to a large degree on explicit or tacit
state licensing and authorizatien.

Another impdftant aspect of selective goods as a basis of organiz-
aticnal sanctioning power in BIAs is that they affect large and small firms
differently. Large firms are normélly better able than small firms to do
without the selective goods offered by BIAs. The threat to withdraw such
services in response to non-compliance will therefore make less of an
impression on them than on their smaller competitors. Furthermore, 1f
dues are assessed on the basis of sales or employment, large firms pay
most of the costs of an association's selective goods aven though they do
not make much use of them. In effect, this amounts to large firms subsi-
dizing threough the association their smaller competitors., If in such a
situation a l;rge firm were expelled, or if it resigned from membership,

the associaticn may become unable to produce the selective goods for
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whose sake its smaller members have joined it and are prepared to comply
with its decisions. This implies that the strategic aﬁtonomy an assacia-
tion can gain through selective goods may differ for different categories
of members. Moreover, i1t shows that what at first glance may loock like
control of an association over its membership may in fact be contreol by
large members over the smaller ones. BIAs whose internal politics are in
thié sense more or less a reflection of existing power differentials in

thelr respective constituencies are precisely not (relatively) autoncmous;
rather, they are instruments or domination of some Qf their memheyrs qver

the others.

'Monopoly Goods

BIAs can try to increase their strategic autcnomy beyond what they can

galn by providing private gelective goods through the agsistance -of othex

organizations, especially'trade uniocns and the state. To avail themselves
of such assistance, they have to add to their primary outputs others that

are of use for +their potential allies. The two most important of

such outputs are information and compliance. In exchange for them, BILAs
- may receive various kinds of organizational support contributing to their
apility to control their members. As far as the state 1s concerned, such

supbort consists primarily in monopoly rights on the provision of certain

vital goods or sexvices to (potential) BIA members, OX in a share in the
authority of the state to make legally binding decisions on matters of
interest to BIA constituents.

State agencies undertaking to regulate complex economlc processes re-
qﬁire accurate information on the pcssible and aétﬁal consequences of their
actions. Collecting this information on their own might not only be costly
for them. Especially in the case of private business, individuals may be
unwilling to supply truthful information to the state for fear of inter-
ference with their property rights. This may be different if the

information is collected by a private interest organization in which the
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respective individuals have confidence. Information collected by BIAs

may for th;s reason be more reliable and complete than informaticn collected
by the state, and BIAs providing (processed and aggreg%ted) information

on their membexrs to the state may thus serve an important public policy
function. Insofar as the state has an interest that this %ask 1s in

fact performed, it may decide to subsidize the respecﬁive BIas, to re-

imburse them for expenses incurred, or td grant them legal authority to
extract thé information in question from non-members and against resist-
ance.

Aslfar as compliance is concerned, all interest associations negofiat-
ing with the state or other organizations on behalf of their members have
a vital interest in being able to make their members accept the results
of such negotiations. Without this ability, they would no longer be
recognized by their countefparfs ag representatives of their respective
cﬁtegcry of interest. In developing a capacity to make their members
comply with negotiated agreements, associations act not only in their own
interest but also, insofar as these depend on the actual anforcement of
the agreement, in that of their partners. In the case of BIAs, this holds
for both the state with its interest in governability, and the trade unions
with their interest in industry-wide collective bargaining -- and it

applies even though BIAs may in specific instances use their capacity

torgenerate member compliance to boycott state policies or to organize
lock-outs.

There are, basically, threerkinds of monopoly rights which interest
associations c¢an acquire from of with the toleration of the state: (1)
mecnopoly on the supply of certain (normally gelective) goods, and in
particular exemption from competition by private business firms; (2) a
moncpoly of representatilon for certain categories of interests; and (3)
participation in the monopoly of the state to make binding decisions i

(what we have called an authoritative good).
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(1) An example of the first kind of monopoly is a legal privilege
te run a joint distribution system outside of which no firm in a partic-
ular market can sell its products. In such a situatién, nd firm in the
industry can afford not to join the association or to be expelled from
jt. Another example would be consultancy sexrvices through which firms

can get access to legal, administrative, managerial and technological know-

how which they would not be able to get from other sources. An association

may even have an explicit legal privilege to provide a certaiii service,
guch as representation in a labor court or inforﬁation on the develcop~-
ment of the market, but this appears to he the egception rather than the
rule for business interests.

(2) An association may have a state-guaranteed de facto or de jure

monepoly on the representation'on a particular category of interest. Mono-
polies of representation, as has been pointed out, permit the formation of
more encompassing organizational units and are closely linked to the
emergencs of.hierarchically integrated inter-associational systems. More-
over, only associations having a monopoly of representation are capable
of producing certain selective goods which may in turn increase their in-
dispensability for their members. For example, employers assoclations
cannot offer their members an effective strike insurance scheme unless
they can prevent them from conducting labor relations on their own;
if they cénnot, members would be tempted to bargain "irresponsibly" and
to impose the costs of the ensuing disruptions on the insurance fund and,
thus, on the membership as a whole. Generally, associations with a mono-
poly‘oﬁ repreéentation have more strategic autonomy than asscciations
competing with others for members; unlike the latter, they do not have
to fear that members disappeinted by their policieswilll join a competitor.
(3) A BIA administering a state regicnal aid cr disinvestment fund
and handing out public money to (member) firms wields state authority and

serveag the function of a state agency. So does an association carrying
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out a licensing or occupational training program under state auspices.
Another form of devolution of state authority on interest asscciations is
the declaration of collective agreements as "generally valid" (allgemein-

verbindlich") by a state agency; as -a result, the agreement applies to

hoth association members and non-members. The examples show that the more
an asgeciation is permitted to share in state authori£y, the more the
distinction between association members and non-members loses its meaning :
either the non-members disappear completely with the formal introduction¢3f
compulsory membership, or members and nen-members equally turn into sub-
jects of a new form of de facto private governance.

State-granted monopoly rights may help asscciations sclve their prob-
lems in controlling large member firmg. Large firms may be as dependent
upon certain monopely goods, require a license, or
want public subsidies, as small firms. If they can get these only through
a partiéular asscciation, they are in principle vulneréble to its organiz-
ational sanctions. It seems that without some element of state-protected
meonopoly or state-derived authority, BIAs are uplikelybto acquire signifi-
cant sanctioning power over their large members. Whether or not organiz-
ational privileges actually strengthen associational control ovef large
member firms depends, ameong other things, on the response cof the state to
such firms trying to circumvent associatiocnal channels and establish
direct contacts with state agencies. If such attempts are.discouraged,
the authority of the assoclation is reinforced; if they are permitted to
be succesgsful, associational control is undermined and restricted to just
the smaller members.

whiéh

Generally speaking, the power over its members/an association can de-

rive from a sﬁate—guaranteed monopoly is determined by the importance of

the monepoly goods put at its disposal, and by the range of discretion it



has in dispensing them. The more important the respective goods are for
members and potential members, and the less restricted“the assoclation
is by anti-trust laws or constitutional principles in withholding them
frem, nén-members or non-compliant members, the more one c%n speak of the
association having the power and the authority to exercise compulsion.

Qrganizational development of interest associations involves a growing

capability to use compulsion on the membership, and a corresponding de-

cline of the need to rely on persuasion or informal pressure as a mechan-

ism of organizational control. Compulsion can be exercised through both

positive and negative sanctions. A positive sanction is a reward for he- .

havior in accordance with a particular expectaticn; it adds to the
affected actor's level of gratification. A negative sanctipn is a ‘punish-
ment for violating an expectation; if deprives an actor of scmething he
or she has already possesgsed. Both positive, and negaﬁive sanctions create
a difference in the level of gratification between actors who do and
actors who do not behave'in line with the respective expectations. If
this difference is so large that-anactor cannot afford not to comply, the
situation is one of compulsion.

Positive sancticns in interest assocliations are rewards the associa-

tion gives to its members for compliance with its decisions. To be effecw
tive, such rewards must exceed the advantages members could gain from non-
compliancew In most situations in which central member interests

are at stake, BIAs are unlikély +o be able to mobilize on their own incentivés
substantial-enough to outweigh the incentives for "opportunistic" competitive
behavior in defiance of associatién policy. To achieve sufficient positive
sanctioning power to control their members, BIAs therefore may have to fall

back on the assistance of third parties, in particular, on the state. An ex-
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ample of a reward for compliance that is in this sense.“borroweﬁ" from
the state ig absgstention by the government from legal bureaucratic regula-
tion of a particular problem on condition that it is regulated hy collec-
tive self-govermment through the associaticon. The reward for members
complying with association policy is, in this casa, tﬁat their autonomy
in relation to the state remains unimpaired.and that the agenéy controll-
ing them is not a state bureaucracy but their own association. For in-
stance, when the West German government in the mid;seventies congiderad
legislati@n to increase the number of apprenticeships, Chambers of Commerce
and trade associations promised to persuade their members to take on more
apprentices "voluntarily". Por many members, the prospect of avoiding
direct government regulation was“sufficient to ﬁake them comply and take
on a greaternumber of apprentices.

Another kind of positive sancticn is direct incentive payments, =.g.
premiums for diéinvestment, for investment in a particular region or pro-
duct, for participation in an international trade boycott or in a lock-
out etc. The respective funds may bé given to the association by the
state or may bhe collected by the agsociation from itg members. Norm-
ally, such "private taxation" will not be effective without some kind

of state authorization and enforcement.

Negative sactions are punishments inflicted by an asgsociaticn, or by

+
the state on behalf of an association, upon non-compliant members, an
obvious case in point are fines. Associations may on the basis of their
constitution collect fines from members found in breach of associlation

pelicy. To be effective, fines have to exceed the gains members would

+ , , , . ,
Negative sanctions wielded by an association as a formal organization
must not be confused with informal pressure by members on members
{("cellusion", see above).
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make through non-compliance, Furthermore, fines work qnly if members do
not have the alternative of leaving the association rather than paying.
This altarnative is not available if membership is either compulsory or
so essential for successful operation in the industry that members cannot
afford to give 1t up. In‘the laét instance, the capa;iﬁy of an associa-
tion to fine its members depends on whether fines are enforceable in court,
and bn the eXtent to which the legal order comes to the assistance of
fined members in the name of principles like "due process”, “"freedom

of trade" or "negative freedom of association”.

Other negative sanctions associations may use against hon-compliant
members consist of a withdrawal_of membership rights. Examples include
suspension of voting rights, suspension from selective goods, and expul-
gion. Expulsion is the ultimate negative sanction an asscociation has at
its disposai.+ Expelled members forfeit all rights and advantages formally
connected with membership status. The more important the selective goods
{e.g. a ménopcly) an associlation provides to its members, the weightier be-
comes the sanction of expulsion. 8Since the power deriving from the capa-
cityrto expel members may be considerable, associations providing indis-
pensable goods'or services may be subject ta gstrict state regulation in
using this capacity.

B;As that have successfully developed into "established interest govern-
ments” have enough state-backed positive'and negative sanctioning power to
transform the different interests of the various groups in their inclusivé
domains into a common, long-term organizational interest gtrategy. While

on the one hand their pelicles reflect, in however modified and mediated

+Associations with compulsory or quasi-compulsory membership may not be
legally permitted to expell members or to exclude them from services. If
such asseociaticns want to sancticon non-compliant members, they may have
to take them to court.
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form, real interests of thei; constituents, on the_qthgr hand they can be,
and are, defended against and imposed upon members' shcrt-term or group-
gpecific interest perceptions. In . associations with developed
organizational properties, interest definitions are not. passively received
by the asscéiation froem its members but are shaped in a complex inter-
action process in which the association's organizational structures and
needs play an important part. WNor are such definitions dictated by the

. state. Strategic autonemy from the membership is not necessarily identical
with strategic dependence upon state agencies. Established intermediary
associations may be able with state assistance to make theilr membersg conform
with interest definitions which are determined, not directly by the members
themselﬁes, buf indirectly through organizationél processes; at the same time,
they are capable of defend}ng and enforcing such interests with the assist-
ance of their members in relation to the state and other external inter-
locuters.

As has been pointed out at the very beginning of thig.péper, BIAs are
characterized by the contradiction that they have to meobilize collective
solidarity in defense of the ccmpetitive pursult of individual interests.

If BIAs want to become stable and effective interest organizations, it is
essential that they acquire the capaclty to procure the ccmpliance of their
members with negotiated agreements on matters which otherwise would be entirely
under their discretion as private owners. In trying te determine the degree

of organizational development of a given BIA, one should theresfors look
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at the extent to which it is able te regulate its member's use of their

private property rights - the autonomy of business actors to make individual

and unaccountable decisicns with respect to such crucial matters as invest-
ment, labor and competitive practices. The more such decisions are
"oollectivized" -- not "appropriated" by public agencgés or "captured" hy
cempeting interests but transferred to asscclations representing and
governing the colleetive interests of business -- the less we think it

is possible to explain the role of BIAs with the conventicnal liberal
pressure-group theory. It is this possibility of an acquisition by BIAs

of "quasi-property rights" that we are interested in, and which we believe
is crucial to the problem of "symmetry" in corporatist-type interest ex-
changes.

In analyzing the relationship between Blas and their members in terxms
of contrel over proéerty rights, one possible strategy is to look at
selected areas of decision-making for which owners or managers of
private property traditionally c¢laim a high degree of individual autenomy.
Promising examples seem to be investment, vocational® training, wage pay-
ments excedding the collective industrial agreemént, and competitive
practices. BIAs that have in fact acguired "quasi-property rights" should
be able to influence the behavior of their‘mémbers in such areas by means
stronger than moral suasion or information -=- i.e. by soﬁe kind of positive
or negative sanctions. One way of determining the sanctioning power 1is to
study in cne or another of the above-menticned areas coﬁcrete cases of
conflicts between associations and their members., In West Germany =-- and
very likely in other countries as well =-- there are various examples of
confrontations within and between BIAs involving labor rela;ions and the-

terms of cellective agreements negotiated with trade unions. In some
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instances - such as in the construction and the textile industries in the
sixties - members left their associations in great numbers to protest

against its allegedly toco compl;ant policy. Facing the prospect of

breakinq.apart, the associlations had to ask the unions to dispense them
from an already signed contract. In aother cases, the same associations
in the construction industry were able to impose collective agreements

with the union on all emplovers in the industry by having them declared

"allgemeinverbindlich" (generally valid in law) by the state., Other

examples of policy disPuteé include (successful) attempts of the naticonal
enployers’ peak'associatioﬁ {BDA) to prevent member associations - e.g.,

in the brewing industrf - from making certain concessicns in collective
bérgaining that could have been taken as precede#ts by other unions. A
careful analysis of such cases - of member resistance, member break-aways
and expulsions, conflicts between associations and peak associations, etc. -
should' yield rich.information on the means of control available to associa-
tions in relation to their members, and on the direct and indirect role.of

the state in the creation and regulation of such means.
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IV. THE DESIGN OF RESEARCH

The aim of an operational research design is to reduce to a manageable
amount the number of empirical observations to be made in the course of the
research, while preserving its analytical scope and substantive intereést.
One way in which this could be done in the present casé is by restricting
the number of variables to those that are deemed essential te solving
the project's main theoretical problems, While this approach is undoubt-
edly the most elegant and parsimoniocus, it presupposés a highly advanced
state of empirical knowledge and thegretical closure about the subject
under study. With business interest asgsociations being as understudied
as they are;=much_of the prasent research will have to be exploratory,
and the certainty with whiah variables can be a priori excluded as irre--
levant is, therefore, limited.

An alternative way of réducing the volume of data required is by
limiting the number bf cases. The extreme version of this strategy is,
of course, the case study -- where the ﬁumber of units is one andlthe
number of variables is in principle unlimited. In the present research,
we do not suggest going that far. Rather, taking business interest asso-
clations as ocur basic units of empirical observation, we propose to
select a sample from the universe of all such assoclations existing in
a country, and to study a limited, but nevertheless wide, range of
variables thatmay be relevant for understanding their organizational

structures and political functions.

Iv.i. THE SAMPLE OF SECTORS
Studying a sample rather than a universe raises the problem of

appropriate sampling criteria. Ona of the central interests of our
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research is in the hierarchical and horizontal linkages between BIAs, and
the role of such linkages in the aggregation and transformation of hetero-
geneous interests., For this reason, a naticnal random, fixed interval,
sample of individual business associations taking éach.association as an
isolated, self-sufficient unit does not seem ﬁhe best. éolution. Instead,
we. propose to use as the sampling criterion the relationship of business
. assoclations to selected sectors of the economy, including within the
study all assoclations which represent interests originating in at least
one of these sectors. The advantage of this appreach is that it makes it

possible to study associations asrelements of complex associatiocnal and

inter-associlaticnal systems responding to specific structural interests,

and to trace the way in which such interests are linked into the broader
gystem of business interest intermediation at the sociletal level. Spe-

cifically we propose to select four economic sectors in each country and

to study a;l business associations and peak associations representing
interests based in each of these sectors. In the following, we will try

to clarify our proposal by elaborating on four points: the definition of
sectorg; the criteria of gector gelection; the relationship between
sectors and associational and inter-asscciational structures; and the way
the relationship of asscciations to selected sectors can be used to define

the units of investigation for the study.

Iv.i.l. DEFINITICN OF SECTORS
A sector of economic activity 1s, in the meaning of the word used

here, a number of production units with identical or similar
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products.+ What products are taken to be "similar" or "dissimilar™, and
how much dissimilarity is admitted among productes defined as "similar" -
how braadly, in other words, sectors are défined = is bagically a matter
of stipulation. For the puiposes of the present study, the important
points are that sectors be identically defihed for all"participating
countrias, and that their definition bhe independent from associational
structures, The first condition ig to ensure cross-national comparability,
the sgecond follaws from the analytical perspective of the study in which
the relationship between thg economic‘basis of ﬁusiness interests ("sector
‘ahd the organizational properties of business associa-

anvironments")

tions forms a central problematique. Both conditions are satisfied if

one defines a sector in operational terms as the universe of all firms

+Other terms that could be used instead of "sector" include "branch" or
"indugtry”. The following break-down may be useful in tllustrating the
relationships involved and defining the terms, sector, branch and product,
in a standardized way: '

SECTOR OF THE ECONOMY

s

INDUSTRY {(Agriculture, Commerce ...)
("Secondary”)

TYPE OF INDUSTRY
(US Two-digit
Clagsification)

CHEMICALS & REFINED MINERALS (Food, drink & tobaceo
. Textiles, Metal
o)

Manufacture,

SECTOR OF INDUSTRY
(U8 Three-digit
Classificatlon)

(Mineral 0il Refining)

.GENERAT, CHEMICALS

BRANCH OF INDUSTRY
(U8 Four-digit
Classification)

PRCDUCTS OF INDUSTRY

:  INQRGANIC CHEMICALS
ORGANIC CHEMICALS
PIGMENTS -
COMPRESSED GASES
PHARMACEUTICALS

:  SULPHURIC ACID ...
GUANOD ...
ARTIFICIAL DYES ...
ANTIBIOTICS -
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producing one or more out of a list of "similar" products. Product lists

of this kind underlie the various national and internaticnal standard
industrial classifications, and it is proposed to define sectors for the
purposes of the present study on the basis of the‘clasgification systems
of either the United Nations or the Buropean Community,.

Relying §n an international industrial classification system to
define sectors in different national economies is not without problems.
Terms and concepts distinguishing between groups of "similar" preducts
may differ from country to country, and the internabional classification
may not in every case be directly translatable into them. For instance,
the British concept of an "engineering industry" or "engineering sector"
is not fully equivalent to the German "metal-working industry", and nel-
ther of them has a specific counterpart in the various internaticnal clas-
sifications. To'preserve éross~national comparability, it will in such
cases be necessary to use the international classification "product list"
even 1f its definitiens cross-cut, extend or narrew dewn established
national sector definitions. (To the extent that idlosyncratic national
definitions of econcmic sectors are reflécted in boundaries between asso-
ciations, see also below, IV.1.3., "Relationship of Sectors to-%sso-
clational Structures”.

Another possible prchblem is that certain sectors, as defined by the
international classification, may not exist in some countries or may dif-
fer considerably between countries in terms of their size, their internal

composition, their importance for the naticnal economy, or other charac-
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teristics. While variation between countries of the first kind may be
pragmatically‘avoided by selecting only %ectors that are present in all
participating countries, the second kind can be treated as an element of
the research design. For example, on the basis of the hypotheses developed
abave, it can be expected that the size of a sector - the number of poten-
tial participants in associlative action ~ and its economic or regiocnal
concentration will have an influence on its associational structures. To
the extent that sectofs vary on these dimensions acfoss national bounda-
ries, their variation can be used to explain differences in the organiza-
tional prppéries of BIAs -- all other conditions being equal (which, alas,
thay never are). Likewise,.differéhces in the relative national econcmic
importance of sectors - e.g., the watch industries in Germany and Swizer-
land - are a significant contextual factor which may have consequences

for the relationship of sector-based associations to naticnal peak asso-
ciations on the one hand and the state on the other. Finally, different
composition ofAsecto:s in terms of branches or sub-groups of products -
including the possibility thaﬁ some branches belonging within a particu-
lar sector do not exist in certain countries - may affect the internal

aﬁd external differentiation of associations representing sector inter-
ests: and may thus also be treated as an independent variable {see above
the dlscussion of heterogeneity and-diversity under the loglc of membeé;
ship). In all cases, cress—national variaticn between éectors can be used
for analyzing the relationship between strugtgralfprPPerties df "business

communities" in general and association structures in particular.

Iv.1.2. SELECTION OF SECTORS

Qn the basizs of our first paper and of the discussions at the 1980
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workshop, we propose to study in each of our countries the BIAs represent-
ing the interest of four industrial sectors: ‘chemical;, construction,
food~processing, and machine-tools. To reduce the number of associaticns
in our sectoral samples to a manageable dimension, we further suggest to
concentrate in each sector on a more ﬁarrowly defined subset of production
units. In the chemical industry, we propose to study industrial chemicals
(Group 351 of the UN International Standard Industrial Classification) and
. pharmaceuticals (3522); in the construction industry, Groups 500-2 of the
EC General Classiflcation of Econcmic Activities; in the food processing
industry, meat processing {ISIC Group 3111), dairy products (3112) and
canning and preserving of fruits and veegetables (3113); in the machine-
tool industry, the manufacture of metal- and wood-working machinery

(ISIC Group 3823). We believe that the subsectors selected are present

in all countries included and that their internal diversity is limited
enough tb make the collection and processing of empirical data possible.

(A precise dgfinition af the four sectors 1ls given in Appendix B.)

The criteria used to select the four sectors have been presented in
the preceding paper (pp. 48-50Q), and it is not necessary to repeat this
discussion here. Basically, in line with the general perspective of the
envisaged research, we have tried to ensure that sectors differ from each
other according te twe principal ciusters of variables: the structure of
their "business communities" on the one hand and their relaticnship to the
state on the other. While the first complex corresponds to the set of
independent variables determining what we have called above the "Logic
of Membership", the second conditions what hag been referred to as the
"Logic of Influence". For example, whereas constructicn is subject to
intensive government regulation, and government is the industry's single

* most important customer, food processing is heavily regulated but sells
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only a small share of its products te the state. Whereas the machine~
tool industry is neither heavily regulated nor depends fo a very sig-
nificant extent on govermment purchases, the chemical industry, while
alse selling primarily to private custémers, is coming increasingiy under
government regulation. Similarly, construction scores low on the various
dimensgions of concentration, internationalization and modernizétion
(stage in the product ceycle, capital intensity) while the chemical in-
dustry ranks high or medium on them or is internally highly diversified.
Food processing and machine-tools in these regards occupy intermediate
positions. While we axe aware.of the fact that ne choice of secﬁors can
bhe completely satisfactcry, we think that there iz enough meaningful vari-
ation between the sectors suggested for inclusion to permit theoretically

fruitful comparisons.

Iv.1.3. RELATIONSHIP TO ASSOCIATIONAL STRUCTURES

Abcve, we have made a point of @efining sectors independently from
both nationally different, subjective concaptions.of. sectors and from the
associationalstrucﬁureswhich amﬁxéerceptionspartlyembody. The reason
for this was that we want to find ocut whether (and if so, how and why)
business interests based on similarities of inputs, £echno;ogies and/or out-
puts are expressed, under different structural and political conditions,

in different forms of associative action. To study this relationship,

it is necegsary that the group of individual actors (firms, businessmen/
women)uwhose-aesociativé action is to be analyzed, is selected on the
basis of an "ocbjective" criterion of "similarity" not confounded with the
way such "similarity" is processed in associational .structures or per-
celved by class or state actors. In our propeosal, similarity is esta-

blished on the bagis of lists of "similar" products as are underlying the
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various international industrial classification systems., Starting from
such a definition of a subset of "similar" actors, cné'can then proceed
to determine empirically how the external boundaries and the internal
lines of differentiation of-this subset ("séctcr“), relate to associa-
tional boundariés. Here, a number of different constellations are
posgsible, and 1t may be useful tc consider these briefly since they

affect the theoretical and operational ocutline of the project.

With "sector" being defined as the universe of all firms producing
at least one out of a list of "similar™ products, the organizational do-
main of a business association representing intsrests originating in that
sector may include either all or only a subset of the firms belonging
to the szector (Fsectéral comprehensiveness'"). Furthermore, an asso-
¢lation's domain may either include only firms inside the sector, or it
may in addition include firms outside the sector ("sector boundedness.

in cur termg). Cross-tabulating these two dimensions, one gets the fol-

lowing four combinations.
FIGURE X

‘Asgociation Organizes ...

Comprehen-— )
Bounded- giveness All Ptirms in Subset of
nass ‘ Sector Firms
"FPirms from +
Sector Enly Congruency Sectionalism
Also Firms .. Sectional
Outgide Sector Cvexrlap Overlap

'1f we choose to use the terms: "branch" and "product" for break-
downs within sectors, "branchism" and "productism" would be more explicit
terms - but exceedingly awkward.
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(1) The simplest case iz if an associational domain ingludes all
Firms in the sector and no f£firm ocutside the sector. Inlthis case, asso-
ciational domain aﬁd sector are congruent.

t2) Associational domains may include only some of the firms in the
seétoi.ﬁﬁt nbne outéide the secﬁér. boﬁéins of this kind afé séétional
(by branch or product) in relation to the sector as a whole.

(3) Associational domains may encompass the entire sector and in
addition (£irms in) other sectors. An asscciation of this kind overlaps
the sector and intégfateé,it into some larger iﬁterest-political context.

(4y Finally, assoéiational domains, while encompassing only a subset
of thg firms in the sector, may also include (firms in) other sectors.

Associations of this kind partially overlap the sector and include it

within a larger interest context (Cf; Figuré X1).

Thgipossible configurations of sector boundaries and associational
boundaries are iln principle the same for membership associations=;nd highezr-
order associations. Morecover, diféerences between subéroups of firms with~
Iin a séctéf may bé'reflected not only in divisions between associations
{(cells 2 and 4 of the table) but also in internal subdivisions of agsocia-
tions encompassing several such subgroups. The same holds for sector bound-
aries which may be represented within sector-crcssing associations (cells

3 and 4) by internal subdivisions (ef. above, ITT.4.3.1.).

Congruence between associaticnal demains and sectors can be axpectad
. . 4
to be the exception rather than the rule. However, since our deginition
‘of sectors 1s based on similarity of products - which usually implies
similarity of inputs and technology as well - there is no reason to

assume that asscociational boundaries will relate to sectox boundaries in

a random. fashion.  Rather, the demarcation of associational domains in
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relation to groups of producers of similar products is gﬁ important

asﬁect of the response 6f associationa; structures to collective inter-=
ests based on similar positions in the'division of lahor. This respanse

may differ depending on a number of factors and, conditioned by the response,
the underlying interests may be processed differently and transformed

into different organizational cbjectives. Since the project is concerned
with the interrelationship between economic interests, associational
structures, and policies, differences between sectorally—-specific associa-
tional patterns in different countries, and their consequences for the sub-
stance of politically articulated interests, are among the central ob-

jects of the analysis -- both as outcomes to be explained, and as expla-

nations for other outcomes.

While‘there is no‘particular operational problem in the case of con-
gruence, in the thfee other cases it will be necessary to specify tﬁe
position of relevant associations with rélation to the sector under
study. If associations organize only a .product-specific subset
of the firms belpnging to a .selected sector ("sectionalism", "sectional
overlap"), the product area. included into their domain can usually be
described by using the appropriate four-digit Sugdivisions of the stan=
dard industrial classification. The same holds for associations which
organize also firms outside the secto; ("overlap", "sectional overlap").
Here it is important to know with which sectors and subsectors the inter-
eéts originating in the sector under study are integrated within the
association. Iﬁ the case of sector-straddling associations, it is also
necessary to determine the relative importance of the interests organized
within the sector, as compared to the interests from other sectors repre-

sented by the same association. The best. way of doing this is by com-
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paring the size and the weight of the-association's potential membership
inside and outside the sector. If thds data is not ava;lable,

the second-best solution is to compare the actual membership the asso-
ciation has within the sector to its membership outside the sector.

Other operational problems created by non*cqngrueéce concern the
calculation of density ratios. 1In the case of sectional associations
whose domains‘comprise only part of the sector in question, the dencomina-
tor of density ratios should obviously include only those units that belong
to the respective subéector. If associations crosscut séctor boundarigs,
density ratios fqr such associations must be calculated separately for
their domains inside and cutside the gector to determine the exact pat-

tern of organization within the sector.

Iv.1.4, RELATIONSHIP TO UNITS OF ANALYSIS

‘The units of analysis, in the proposed design, are all associations

represehting business interests originating in selected segtors. These

include: (1) all membership associations organizing any number of firms
{(or, in some cases, individuals) from the respective sectoré; (2) all
sectoral associations organilzing the aforementioned membership associa-
tions and/or individual firms or persons from the selected sectors; and
(3) all "higher-order" associations which, in turn, organize sectoral
"second-order" associations. The design excludes all associations’which
do not represent, either directly or indirectly, business interests based
in the selected sectors.
Using the rélationship of associations ﬁo objectively defined A

sectors as sampling critericén makes it pessible to trace the integration

of sector-based interests into ever broader and more general systems of
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interest intermediation. Moving up from direct membership associations
to higher levels of organization, one encounters associétions with in-
creasingly broader domains of which the sector in question forms an ever
gmaller part. In the ideal case, the last associaticn encountered in
this procedure would be an all-encompassing "class" peék assocliation re-
presenting the entire national economy - industry, commerce, agriculture,
service ~ and including among its members associations (and, in some
cases, individuals) from all sectors.

Initial explorations justify the expectation that the number of asso-
giations in our sectoral samples will be sc high that it will not ke
possible to study each association with the same intensity. As a consa-
quence, we have to limit the number of variables on which we attempt ED
collect compiete information on all associations in ocur sectors. Concern-—
ing the remaining variables, data collection in this strict sense will con-
centrate on only a subsample of the associations contained in the sectoral
associationél universes, Por the rest of the assoclations, the strategy
weuld be to record as much information on the respective variables as can
be gained from published scources ox from the associations under intensive
study, and if possibkble missing data should be estimated.

As a basic stock of information that should be collected on all asso-
ciations in the sectoral universes, we suggest to collect the data re-
quired to measure the structural properties of associaticonal systems
(II1.4.3.3.). Technically, ¢t should be posgsible to gather this informa-
tion without having to get in' direct contact with most of the associa-
tions concerned. Much of the data can he gathered at the level of peak
associations overlooking a large number of affiliate asscciations, and

other possible sources are business reports, constituticns, etc.
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Regarding the selection of those associations from cur sectoral uni-
verses. which we want to study in depth, there are basically four categories
of units which we think should be selected:

{1) the £ocal sectoral higher-order associations. These are the

associations that organize most or all of the interests in the sector
while including only some interests from other sectors. There may be more
than one focal association in a given sector, e.g. an employers and a trade
aésociation, or associations organizing different subsectors;

{2) a selecticn of member associations of the focal sectoral higher-

order assoclation. If member associations are divided by product, one or

two central product-specific asscciations should be included. If they are
. divided (in addition) by territory, it would also be advisable to study in

depth a number of local and regiomal units;

(3) the national peak associations, to the extent that they are part
of the sectoral associational systems;

{4} a selection of sector-unspecific membership agssociations (SUMAs).

Sector-unspecific, or multi-sectoral, membership agsociations organize, or
aspire to'arganiée, all business firms in a particular area on a direct
membership basis regardless of the sector to whigh they belong. Usuglly,
their jurisdiction is subnational; sometimes, subnational SUMAs are joined
in peak associations on a (higher) subnational or national level. SUMAs
may be voluntary or compulgory oxganizations. In Germany, an example for
voluntary SUMAs are certain local employers associations which firms can
join in addition tc their sectoral employers associaticon; an example for

compulsory SUMAs are the Chambers of Commerce and Industry (Industrie- und

Handelskammern). To the extent that a SUMA is indeed sector-unspecific,

it belongs to the associational systems of all our sectors at the same time,
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and although SUMAs may pose some difficult research preblems in some re=-
spects, they at'least have the advantage of having to,ﬁe studied, only
once in each country.

In most 1f not all of our countries, the number of SUMAs will bhe by
far too high for a comprehensive survey. What can, aﬁd should, be included
in the sample are the natiomnal peak associations of SUMAs {(in so far as
they exist). In addition, one could study a limited number (perhaps up to
four) local organizations in each major SUMA category. E.g. the German
team will choose two metropolitan areas and two smaller cities and look
at the Industrie— und Handelskammer, the Handwerkskammer, and.the secton-
unspecific employers asscciations in each of them. One advantage of this
app?oaah is that it will make it possible to observe the interrelations
between different types of SUMAs and other associations at the local level.
IV.2. THE SELECTION OF COUNTRIES

Originally, it was envisaged to include six Buropean countries in the
project. As’a result‘of contacts with a number of intereéted regearchers,
we now believe that the final number of participating countries will be
higher. At the present stage, we are certain that there will be country
studies in Austria, Great Britain, Canada, Denmark, Italy, the Netherlands,
Sweden and West Germany. In addition,we hope that there will be a Swiss
country study eben though it may start somewhat later than the other
studies because of funding problems.

Increasing the number of country studies from six to as many as ten
creates few problems and has considerable advantages. With natiocnal re-
search teams raising their own funds and working independently on their

own responsibility, the additional burden placed on the international
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. project management by adding another country is sﬁall. Considering that

a linear - increase in the number of countries produces a:geometric increase
in the possibilities for cross-national comparison, Ehe benefits clearly
outweigh the costs. Moreaver, given that it cannot be expected that all
country studles will be completed at the same time (seé below, "Prciject
Organization"},”a higher number of countries will increase the probability
that sufficient comparative material will be available at a relatively

early stade to start with the comparative analyses.

gross—national comparison in- the framewerk oﬁ‘the project is not
envisaged to result in one coﬁprehensive analysis covering all countries
and all variables at the same time. Rathef, the intention is that the
project will produce a series of éomparative studies‘from fhe perspective
of.selected, although related, theorefidal problems. Not all of these
‘analyses will have to include mechanically all participating countries.
In fact, one c¢an imagine that ameong the most fruitful comparisons that
could be produced in connection Qith the project will be comparisons be~
tween matched pairs of only two countries. For example, a possible com-
parison oflthis kind could include twe small countries, like Switzerland
and Sweden, with.guite diéferentsystemsoﬁ-qevernment.vAnother‘possibility
would be to pair Germany and Austria, i.e., two countries with‘similar
governmental systems and similar political traditions -~ including a joint
history - but of very different size. A third example would be Germany
and Britain which are both large in size but have very different politi-
cal and legal systems. Othar comparative analyses may for good reasons
Eocus on only three countries - e.g. Italy, France and Spain -, or they
may analyze combinations of four countries differing in crosscutting ways
in both size/dispersion and political variables. In any case, the many

possibilities for theoretically promising compariscns involving only some
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of the countries included in the project make it unnecessary to insist
upon a rigid limitation of the number of participating countries, and
they make the specific identity and total number of countries included,

.

ag long as the list is long and varied enough, less important.

Iv.2.1, STRATEGIES OF COMPARISON

Assuming eight participating countries, with four sectors being
studied in each, possible units of comparison would be 32 associational
systems composed of an unknown number of individual associations belong-
ing to them. Comparative analyses could try to explain the structural and

political differenceseﬁﬁhefbetween individual associations (N = unknown)

FIGURE XIT

Sector 1 Sector 2 Sector 3 Sector 4

Country &

Country B

Country C

Country D

Country E

Country F

Country G

Country B

or between associaticnal systems (N = 32.)., In both cases, the main ex-
planatory variables would be the structures of sectors and sub-sectors and

the characteristics of economic and political national contexts.
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While for scme specific purposes it may be useful to stﬁdy the
individual associations in the sample as isolated unitg, generally ana-
lysts are likely to make use of the stratified character of the sample
and of the fact that the associations included in it are elemements of -
more or less tightly integrated - associational systems. This makes it
poasihble nﬁt only to subject individual associlations to a kind of "con-
taextual analysis" but also to shift attention to the properties of inter-
assoclational relations and associational systems. Furthermore, the com-
parative-potential of a design involving both countries and sectors ias
go large that it is possible to obtain interesting results even if the
full. potential of the design is not exploited. In particular, the pro-
poéed regearch design permits four "partial"” types of comparisen all of
which may be fruitfully used in analyzing the data:

Type.l: Comparisons within countries between sectors (within.the
rows of Pigure XII). - This leaves.out the cross-national dimension of the
design, and the guestion becomes to what extent are s;ructurai differ- |
ences between interest sectors -— in a country of a given size with a
given political system -- related. significantly to differences in the
structure of associations and associational systems. Analyses of this
kind can be made in eachlof the countries included, and the number of
sectors compared may range- from two to four.

gxge'z: Comparisons within sectors between countries (within the
columns ©f Figure XII). Bere, the cross-sectoral element of the design is
suppnessea. The question ASked is how asscciations and assoclational
systems in a given interest sector; or peak associations at the national
level, are affected by international differences in sector compésition
and/or the structure of the whole economy, on the cne hand, and in poli-

tical systems on the other. Comparisons of this kind can be made for
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each sector and for the systém of national peak associations. The num=-
bher of countries compared in each sector may range froﬁltwo to eight.

Type 3: Comparisons between the geﬁeral properties of sactoral asso-
clational systems (between columng). Associlational systems in
a given sector, owing to constraints resulting from thé use of similar

raw materials and technologies and from similar product markets of member

firms, may have properties in common which are.independent of their
national context. The general properties of associational systems in cne
sector c¢an be compared to the respective. properties of associational sys-
tems in another. In the present regearch design, there would be four
units of this kind of comparison - not counting the national peak asso-
clations - and the number of units compared may range from two to four,
Type 4: .Comparisons between the general propertiesoﬁ national
assoclational systems (between.rqwsL. Asscociatignal systems: ig a
given cduntry, due to the influgnce-of the global structure of the polity
and/or of the national economy, may have properties in common that are
independent of the sectors which they represzent. The general propertias
of associational systems in one country - inciuding the system of national
peak assoclations - can be compared to the general properties of associa-
tional systems in others. With eight participating countries, there
would be elght units available for this kind of comparison, and the num-

ber of units compared may range from two to eight.

IV.3. THE ORGANIZATION OF THE PROJECT
As wWe have said in our first paper, the expected output of the
project will consist of a zeries of country studies on the one hand and of

a collection of comparative essays on the other. Responsibillty for the



258

couﬁtry studies -~ which will most likely be "fype-l" comparisons between
gectors (see above) -- will rest exclusively with the natlonal researcﬁ
teams. The international coordinators will seek to ensure that the data
produced by the country studies are sufficiently comparable cross—-nationw
ally; that the comparative analyses of such data fit tégether and comple-
ment gach other; and. that they are concluded in time to be published to-
gether in one collection. It is to these purposes that the international
organization of the project has to be geared.

There are, Iln our opinion, bhasically three conditions that have to
be met if the project is to lead to a joint comparative publication:
{n the design of the country studles must be similar; (2) at least some
of the 'data produced.b& the country studies must be standardized so that
they can be merged into an international data file; and (3) substantive
and wmanagerial responsibiliﬁies as well as property rights in the data

must be clearly and satisfactorily defined. In the following, we will

discuss these peints one by one.

IV.3. 1. SIMILARITY OF DESIGN
Full exploitation of the ccmparative potential of the international
research design would regquire that all country studies investigate the same

four sectors with an identical set of variables measured by identical scales,

The only deviation from the international design which doas_not'negatiﬁely
affect cross-national comparability would be extension of the core re-
gearch program to include additional sectors, asscciations and variables.
Since such extensiéns, except perhaps in thé casa of variables, would

make the research much more valuminous than it already is, it is unlikely

that they will be frequent.
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Iv.3.2. STANDARDIZATION OF DATA

To facilitéte cross-national comparlison bhetween th;tty or More asso-
clational systems, and the much higher number of individual agsociations
belonging to them, it will be useful to héve standardized data at least
on a core or minimal set of variables. Standardization does net have to
mean that only standardized observations will be recor&ed for the respec-
tive variables; nor does it mean that international comparisons will be
basad exclusively on standardized d&ta. ‘However, to test general hypo-
theses, to. detect complex patterns of relaﬁicnships and to identify ex=-
treme - or “averaqé" - cases for intensive investigation, it may be help-
ful. to have a basic stock of standardized data on sectors, associational
structureas, political functions of associlations, etg., which ¢an bhe made
machine~readable énd which can be analyzed with the assistance of a

computer.

'IV.3.3. RESPONSIBILTIES AND PROPERTY: REGHTS OF PARTICIPANTS
The substantive responsibility for the comparative analysis should

in principle be divided among the same people who work on the country
studies. The intention to publish the results of cross-national compari-
sons as a “collection of essays™ written by different authors reflects
this;.idea. One advantage of involving members of national research teams
in the comparative éart of the project is, of course, that it raises
their interest in the cross-national comparability of their data. More
importantly, we expect that it will contribute to the quality qf crosé*
national analyses:if their authors are at the same time involved in empi?
rical research - just as it may improve the quality of the coﬁntry studies
if regearch teams see their subjects in a broader, comparative perspec-—
tive. For these reasons, we beiievé-that it would in fact benefit the
project if in its final phase at least some of the participanﬁs work

simultaneously at their national country study and.at.a cross-national

comparison.
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During the first phases of the project, it will be one of the tazks of
the international coordinators to syggest topics fo? comparative analysis
and to encourage participants,cn:groups«prarticipants,‘to accept raspon-
sibility for such topics. Cross-national comparisons may be of all pcé-
-sible types (see above) and may involve any numbex of unipé. It will be
incumbent upon the cocordinators to énsure that those working on compara-
tive analyses have access to the data they need, that topics do over-
lap and perhaps are even complementary to mach other, that oppoftunities
are provided for discussion of initial drafts, and that the final results
are edited and published together. .

_As far as access to thg-data_is concernad, it is spggeétadrthat in
principle all data collectéd for the country studies be ﬁéde avéilable
to all participants in the project at as early a sfage as possible.. This
concerns in particular the gentral data file, but also other material
including drafts, lntermediate reports, etc. Access to the data collected
by cther teams.may improve a team's own reseafch, stimulate new ldeas and
increase gross—national comparability. Details of the proposed data
exchange should be worked out in joint discussioﬁ.

To protect property rights and to preseéve the integration of the
project during its lifg—time, it is fur%her sugge;ted that aﬁy use of
project data for analyses onrsingle countries be reserved to the respec-
tive national research group; Furthermore, egploitation of the data for
cross-nationally comparative purposes should be restricted until the end of
the project to don£ributions to the jeint colléction of comparative stu-~
dies - except 1f there is explicit agreement to the contrary among all
those concerned. After the volume with the comparative analyses has
appeafed, and the project has come to an end, the entire data becomesz the
property of each participating research team and, provided that appropriate
credits are given, can be used without restriction for further comparative

analyses.





