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Uncertainty and Flexibility

The current period of economic transformation is characterized by heightened uncertainty in
Hungary. A sgnificant part of this uncertainty has bureaucratic origins. Laws and regulations
concerning al aspects of economic life, from taxation to socid security dues and privatization are
subject to frequent and often unforeseegble change (Stark 1996; Voszka 1994, 1995, 1996; Lanyi
1991). This unpredictability is partly the result of the lack of consultative ingtitutions between civil
society and the gate (which lack is particularly evident in Hungary among the East Central European
countries) (Stark and Bruszt forthcoming). The scarcity of such ingtitutiona ties has exacerbated the
traditional distrust between economic actors (especidly the owners of smdl and medium-sized
enterprises) and government officials (Gabor 1991; Ekes 1992; Csanédi 1995; Kemény 1996)." This
distrust has aso increased the likelihood that at least some changes in regulations are intended to carry
an eement of surprisefor economic actors”

The transformation has aso increased the rapidity of change of market sgnas. The
liberdization of private enterprise, the fragmentation of large state-owned firms and the lowering of
barriers to foreign trade and investment have raised the number of competitorsin every market (Mgor
1995; Ehrlich and Révész 1996). As a result, markets have fragmented and product life-cycles have
shortened. The economic uncertainty experienced by market actorsis further increased by the fact that
severd companies are empty shells, often used for opportunistic strategies (Czako et al. 1994).

In order to survive in uncertain environments, economic actors rely on flexible strategi&e3
They rarely implement plans that would lock them into unique aternatives. In order to be able to
change quickly, they pursue tactics of hedging, keeping several courses of action open to themselves
(Leifer 1988, 1991; Piore and Sabel 1984; Sabd 1995¢; Sabel and Zeitlin forthcoming).

Anadysts have often pointed to the postive as well as to the negative consequences of the
flexible strategies adopted by Hungary's economic actors. Writing about the second economy, Istvan
R. Gébor emphasized not only entrepreneurs ability for organizationd innovation, but also their focus
on short-term profitability, leading to widespread opportunism. He repeatedly underscored the
importance of the small proportion of full-time entrepreneurs in the Hungarian economy, and pointed
to its negative consequences in terms of technica development and international competitiveness

‘For an abstract formulation of this link, see eg. Sabel 1992, 1993, 1994. For asimilar phenomenon
in ltaly, see Regini 1995.

’Please note, that we do not refer only to changes in economic factors which are purposefully
unexpected (like interest-rate hikes, or currency devaluation), but to sweeping ingtitutional changes in
the economic environment as well.

*Flexible strategies (in which the ability to change quickly is an important goal) are contrasted here
with drategies of stability and dow change. While strategies of stability are adequate when there is
little variation in the environment, Strategies of dow change are appropriate when the intended
trandformation is profound, for example in the case of changing the culture of an organization (e.g.
Harvard Business School 1989).



(Gébor 1985, 1991, 1992, 1996). David Stark, investigating the hedging strategies of companies
characterized by recombinant property forms, has stressed the possibility of a trade-off between
adaptability and accountability (Stark 1996).

Starting from the above dtatements regarding the possibly Janus-faced consequences of
flexibility, our am here isto problematize the notion of flexible (economic) strategies. We contend that
flexible drategies have different forms and tha the type of flexible strategies implemented by
Hungarian economic actors will grestly influence the course of the country's economic devel opment.
Some types, like those evidenced in industrid digtricts (Pyke et a. 1990, Pyke and Sengenberger 1992;
Cossentino et al. 1996; Sabel 1995a) and "lean” manufacturing systems (Womack, Jones and Roos
1990; Nishiguchi 1994; Herrigd 1996; Cusumano and Selby 1995; Sabel 1991; Bowman and Kogut
1995h) are associated with economic development. In this literature, the more flexible the Strategies are
that economic actors develop, the better they can adapt to their constantly changing economic
environment, and the more successful they can be - individudly and collectively. Expressng acommon
feature of these forms of flexible strategies, we shall call them ‘flexibility based on studied trust™. But
flexibility has another face. A separate branch of literature on the topic, concentrating on - what we
contend to be - another type of flexible strategy links flexibility to less beneficia socid phenomena
Studies on the Sicilian and Russan mafias (Gambetta 1988c, 1993, 1994a, 1994b, 1994c; Varese
1994) and Italian corruption networks (Pizzorno 1992; ddla Porta 1992; Vannucci 1992; della Porta
and Vannuccl 1994) also emphasize the importance that flexibility has for the surviva and individual
success of actors in these milieus. Underscoring a common feature of these flexible forms of behavior,
we shall denote them as ‘flexibility based on distrust”.

In what follows, we shdl examine the ways in which studied trust and distrust contribute to
actors decisons to behave flexibly in the two types of environments, how information flows in the two
contexts and the contents of relations developed among actors in the two realms. At this moment, our
typology consgts of two ided types. Asin the case of every typology based on ided types, emphasis
should be placed on intermediate categories (Weber 1978; Wittgenstein 1992). Our hypothetical
empirica generdization is that mogt flexible strategies pursued by (economic) actors possess some
features of each ided type. Unfortunately, at the present stage of our research, we cannot provide a
sysematic andyss of the area inbetween the two pure types. The am of the research program
presented at the end of this paper is, on the theoretica levd, to attempt to fill in the existing gap.
Related to this, on the empiricd leve, we shdl contend that the flexible strategies pursued by
Hungarian small entrepreneurs possess a mixture of features of the two ided types. The am of the

“In what follows, we shdll rely on the following definition of trust: "trust (or, symmetrically, distrust)
is a particular level of the subjective probability with which an agent assesses that another agent or
group of agents will perform a particular action, both before he can monitor such action (or
independently of his capacity ever to be able to monitor it) and in a context in which it affects his own
action." (Gambetta 1988Db, p.217)

°As it will be evident in our argument later, the expression 'based on' denotes a different logical
relationship between trust and flexibility in our two ided types. This should not affect our argument.
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research program presented at the end of the paper is, on the empirica level, to deepen our
understanding of these strategies, as well as of those evidenced in other sectors of the Hungarian
economy.

Flexibility Based on Studied Trust

Studied Trust and Condtitutional Orders

In the following paragraphs, we shall argue for the importance of what Charles Sabd cdls
'sudied trugt’ and of the ingtitutions through which it is created and maintained (Sabel 1992, 1993) in
enabling actors to follow the flexible Strategies that we classfy in this ided type. Sabe's starting
assumption is that "trust is a precondition of socid life' (Sabel 1992, p.218). He postulates that
"individuality and sociability - here, unthinking attachment to a body of collectively defined routines
and precepts - are indissolubly linked. Just as an artist defines his or her style by varying some - but
only some - of the elements defining the commonly acknowledged genres, so the individua becomes an
individua by applying the repertoire of socidly acknowledged behaviors in a digtinctive way." (Sabd
1993, p. 87.)° A cardina concept in this formulation is that of the reflexive seif: "a sdf taken as a
hierarchy of identities or a cacophony of voices that somehow decides which of its many possible
selvesthe saf will be" (Sabe 1993, p. 87) Combining his argument about individudity with his notion
of reflexivity, he states that reflexive selves, while enacting their individud Strategies rely, and therefore
make themsalves vulnerable to, the actions of other individuas (Sabel 1993, p. 88).

Relying on the concept of reflexivity, Sabel argues that trust is not an al-or-nothing concept.
"[Iln aworld of reflexive agents, everyone knows what it means to trust, and everyone can imagine
trusting persons one does not currently trust, and ceasing to trust persons one currently does." (Sabel
1993, p. 90) "We do not smply trust or believe or not. Rather we come to trust; we renew our
beliefs; we disbelieve; we fear duplicity, and so on." (Sabel, 1993, p.92)" Trust between reflexive
selves is studied: granting it does not exclude questioning its bass, while raising doubts about it does
not entail al-out suspicion. In conditions of studied trust, emphasis is based on negotiations in which
quams regarding the ground-rules of behavior are made explicit, but with the specific purpose of
ironing out differences. Based on these assumptions, the proper question is not "How might trust be
possible?' but "Given that some trust is unavoidable in human relations, how do we come to trust some
persons, groups, or ingtitutions, rather than others?' (Sabel 1993, p. 87.)

Studied trust is created and maintained in what Sabel calls '‘condtitutional orders (Sabel 1993,
pp. 73-75). Congtitutional orders incorporate constituent units and a superintendent. In our examples,
congtituent units might be the employees of acompany (or of several companies), or firmsin a market.

Superintendents might be people resembling, but in fact performing very different roles from, the

®For related formulations see e.g. Bourdieu 1984; Bourdieu and Wacquant 1992; Boltanks 1996b;
Boltanski and Thevenot 1987. Wagner 1994 provides a survey of related arguments.

"In the formulation of an economist, "a person's reputation is the 'public's imputation of a probability
distribution over the various types of person that the person in question can bein principle. Reputation
israrely of the dl-or-nothing variety." (Dasgupta 1988, p.62)
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traditiona supervisors of these employees, most often they are composites of the congtituent entities,
such as trade associations, or groups of employees responsible for the production of a gadget a a
company.

A sdient feature of condtituent unitsis their high degree of interdependence; they would not be
able to accomplish ther tasks on their own, only jointly, with other congtituent units. This, however,
does not mean that the task can be completed solely in a given group; it only means that a constituent
unit would not be able to do it, or the contribution of a congtituent unit, strapped from those of other
congtituent units, would be meaningless. Also, congtituent units usudly perform severd tasksand, asa
consequence, they are the members of severa groups a the same time.

The mogt important congtraint of rule-making in congtitutiona orders, for our purposes, is that
"dl rules [about which questions arise -SK.] must be set in consultation with congtituents' (Sabel
1993, p. 74). Thisarrangement is based on the assumption that constituents usualy know more about
the object of discusson than the superintendent. Normaly, the superintendent facilitates
communication among the constituents; the superintendent is not the constituent's boss. "Consultative
rule-making...makes the ranking of congtituents and superintendent indeterminate” (Sabdl, 1993, p.
75).

The basis of studied trust in condtitutional orders is the joint reduction of information
asymmetry over sendtive issues and the assurance that disputes will be resolved by the participation of
al paties concerned. Typica ground rules of conditutiona orders "specify only the forms of
information exchange [which the parties will follow] and...create no separate machinery for dispute
resolution” (Sabel 1995b, p.35). Since dl parties agree to reved whatever information is necessary for
their joint involvement, and their close integration (the parties exist, to a great degree, as members of
congtitutional order(s)) makes certain that hiding information is both costly and unlikely, suspicions are
minimized. At the same time, the explicit and reliable nature of dl relevant information induces the
questioning of the present arrangement. Openness about information and the frequent questioning of
practices lead to the fact that trust among the parties will not be blind. While the unraveing of the
arrangem%nt is possible, tight interdependence prompts the parties to seek joint solutions to their
problems.

Such an arrangement helps the players to adapt flexibly to changes in thelir environment
because actors, contexts, rules and methods can be jointly redefined in order to enable new, mutualy
advantageous courses of action. As long as a new way of acting provides benefits to the parties the
requisite redefinition of their identities and their relaionship is perceived as possble because the
underlying congtitutiona order decreases the likelihood that any parties will take advantage of the
consequent but unforeseen vulnerabilities of others. The participants - condtituent units and
superintendents dike - can perform virtualy any roles as long as their mutua advantages are explored
in consultations.  Moreover, when new forms of behavior ae contemplated the mutud
interdependence of the parties renders such consultations necessary since no unilatera role change is
likely to lead to success. As aresult, flexible strategies are dways joint endeavors in this context. My

®In Sabel's words; "The central effect of these ingtitutions...is to blur the boundary between policing
behavior and articulating consensus. (...) They do this by alowing the parties to monitor each other's
behavior while encouraging them to jointly reevaluate their Stuation in the light of these observations
and adjust their reciprocal expectations accordingly.” (Sabel 1993, p.93)
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flexibility is made possible by your flexibility done.

In the subsequent paragraphs, we shal 'bring life to' the above, rather abstract argument, and
illustrate how economic actors enhance their flexibility by participating in condtitutional orders. The
story will be that of emerging networks of specialists operating in very uncertain contexts. In ther
quickly evolving markets, what to produce is very difficult to define, consdering the amorphous
character of consumer tastes about non-existing products, rivals guesses about the same moving target
appearing in quick successon, and the relative lack of knowledge about what is possble to produce
until it has actually been tried. Continued presence in such markets is possible only on the basis of the
continuous exploration of possbilities: organizationa learning and flexibility are of paramount
importance. Besdes, in their quickly evolving environments, where one can be certain to gather, on
one's own, only a decreasing proportion of the knowledge necessary to perform one's tasks properly,
actors jobs become profoundly interdependent and hierarchies fade. Uncertainty prompts the
continuous questioning of rules, methods and identities; interdependence and the fading of hierarchies
induces actors to engage in their joint redefinition. As a result, actors flexibility is based on their
studied trust.’ In order to place these activities in context, we shall outline the developments that have
led to their recent diffusion in industriaized countries.™

Market Fragmentation and its Organizationa Consequences

The growing ingtability and saturation of traditiona mass markets in industridized countries
from the beginning of the 1960s has probably been the most important economic process that
contributed to this diffusion™ (Piore and Sabel 1984, pp. 165-193; Herrigel 1996, pp. 178-180).
Specidizing one's products in order to distinguish them from those of one's competitors became a
successful gtrategy in this envi ronment.”” As a result, mass markets became fragmented, and product

*The need to devise flexible organizations has resulted in several innovations, not al of which
conform to the ided typicd argument presented here. For example, an analysis of workplace practices,
focusing on the telecommunications and automobile industries in seven industridized countries found
four recurring patterns, while dso emphasizing variation within the patterns (Darbishire and Katz
1996). These patterns reflect different configurations of many of the organizationad developments
outlined below, aswdll as of some arrangements which are more smilar to our second idedl type. (We
argue that an isomorphic diversity of organizational forms can be observed in the phenomena
conceptudized by the other ided type) This wide variaion in the socid organization of flexibility is
one of the most important reasons why we contend that the arguments presented in this and the
subsequent section of the paper describe ided types. We shall present our argument about the
necessity to transcend thisided typical framework in the third part of the paper.

“Besides the areas of modern economies treated below, flexibility based on studied trust is dso
important in the economic development policies of indudtrid digtricts (Cossentino et d. 1996, Pyke
1994, Sabel 1994).

“"The dtrategies mentioned here have existed earlier but probably on a smaller scde. See eg
Herrigel 1996, pp.33-71; Sabd and Zeatlin, forthcoming.
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life-cycles shortened.

These developments resulted in the flexible integration of several specidists, engaging in the
continuous reflexive redefinition of their world - contitutional orders™ In the fragmented mass-
markets, large, hierarchica organizations, characterized by an extreme and rigidly defined divison of
labor producing long runs of standardized products were not profitable any more. Two processes
emerged: the firsg was (collaborative) subcontracting which created specialist organizations with
complex identities;™* the second was the blurring of boundaries between functiondly or hierarchically
Separate parts of organizations, as well as of those between organizations - this process reintegrated the
"complexified speciaids’, let they be people or organizations (Piore and Sabd 1984, pp.205-220;
Bowman and Kogut 1995b; Fisher et d. 1995; Herrigd 1996, pp.235-253; Locke 1995, pp.105-121;
Nishiguchi 1994; Storper 1989; Womack, Jones and Roos 1990). The first process started because it
no longer made economic sense to place al aspects of the production in-house (Herrigel 1996, pp.182-
186). Specidized departments, focusing on the production of a smal component of the final product
could no longer be sustained based on smdler production runs.  Also, combining the risks resulting
from fluctuations in - what became - severd markets within the walls of a sngle organization was too
hazardous. Besides, in order to have access to the know-how necessary to produce specialized items,
it was more advantageous to rely on components manufacturers who became specidists in that
particular part of the production process by supplying severad customers requesting the same type of
items, as opposed to relying on a unit which served just one, in-house "customer”. As a result,
subcontracting became widespread.

The second process entailed the blurring, or, occasiondly, the dimination of barriers between
different hierarchicd layers and departments of the same organization, as well as between those of
different organizations (Sabel 1991; Bowman and Kogut 1995a; Drucker 1990; Manz and Sms 1987;
Nishiguchi and Anderson 1995). The changes occurred because of two groups of interrelated reasons
- their common ground being the need to increase the adaptability of organizations. On the one hand,
as competition intengfied, lowering production costs and shortening development-cycles became
imperative. On the other hand, specialized machinery was replaced by generalized (flexible) machines.

The latter change came about because, among other reasons, smal niches could absorb significantly
shorter runs of the same product. As a result, enormous investments in dedicated machinery, which

“But not the only one. Another possihility has been to pool together so far separate markets around
a dngle standardized product, thereby shidding one's organization from the new uncertainties.
Probably the most famous example of this was the ‘world car' strategy of American car companies.
This strategy, however, proved to be less successful than the ones mentioned below. See eg. Piore
and Sabdl 1984, pp. 197-202.

13Paraoloxicaily, the emergence of technologicaly intensive mass markets from the early 1980s has
had asmilar effect (Garud and Kumaraswamy 1993; Cusumano and Selby 1995).

“This form of subcontracting, described further in grester detail, is different from dualist
subcontracting. Dudist arrangements, in which the subcontractor is a buffer againgt fluctuations in
demand, are rife with distrust. Such relations fal under our second ided type. On the two forms of
subcontracting, see eg. Nishiguchi 1994, pp. 90-139; Womeack, Jones and Roos 1990, pp. 138-168.
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could be recouped only by producing masses of the same, standardized product, were no longer
feasble. It was more profitable to invest in generdized (flexible) machinery which could be adapted to
the quickly varying set of gadgets produced by the same organization. This, in turn, augmented the
vaue of skills on the shop-floor.

Both the introduction of flexible machinery and the need to reduce costs and shorten
development cycles increased the importance of organizationa learning and, consequently, heightened
the interdependence of previoudy compartmentdized areas of knowledge within organizations.
Conception and execution were no longer separate activities. Designs became profitable only if they
could be inexpensvely manufactured, and correct decisons regarding economica investments in
flexible machinery became viable only on the basis of an understanding of design adequate enough to
dlow congderations of the appropriate range of flexibility (Sabel 1991, p. 27.). Also, in quickly
changing markets, where firms often moved into uncharted territory, manufacturing of the prototype
darted before the specifications were complete, thereby providing design engineers with feedback
about the feasihility of various options (IEES Spectrum 1991).° Moreover, the engineering
possihilities of flexible machines could be exploited only by relying on the first-hand experiences of the
people working on them. All of this prompted the integration of the desgn and manufacturing
operations. Consequently, decision making about producing a gadget was increasingly done in units
comprising different functiona areas of the organization where no representative of any specialty could
perform an unequivocal leading role™

The emerging networks of severad specidists were not rigid, in the sense that roles and
positions became mallegble - a design engineer had to consider manufacturing problems, just as the
worker on the production-line became involved in qudity-control issues. The new groups were
characterized by studied trust, as emphasis was placed on joint problem-solving based on an efficient
information-flow between the parties, as well as on continuous improvement by questioning established
practice, while (partly as a result of questioning routines, partly as a result of increasing
interdependence) hierarchical relations became blurred (Manz and Sms 1987). Studied trust has led to
increasing flexibility, as diminished suspicion increased the parties willingness to question established
ways of doing business (and to question status), as well asto explore new avenues of practice.

Similar changes took place between different organizations. It became difficult to define where
one organization started and another ended, and the traditionally well-defined roles between client
firms and subcontractors became fluid. The need to reduce costs and development-cycles induced
firms to seek other companies that would take greater respongbility in designing parts of their product

“Contrast this with an account of traditiond manufacturing operations. "Traditionally,
...manufacturing would wait until a product was completely designed with al drawingsfina. Then the
drawings would go to industria engineering, who would work out the process, and then on to the
shop. They handled the interdependencies by taking plenty of time to work issues out. Not
surprisingly, each department aso blamed the other for taking too much time." (Dougherty and Cohen
1995, pp. 88-89.)

16Cooperati on between various organizationa layers has been further reinforced by the introduction
of Just-In-Time manufacturing systems (Klein 1987).
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(Sabel 1991, p. 28; Nishiguchi 1994, pp. 125-133; Herrigd 1996, pp. 239-244 and 251-3.). Since
companies often lacked the particular expertise needed in the particular production area in which they
wished to subcontract, they often resorted to "black-box" design. In this arrangement, the client
provides only vague specifications of the product to the subcontractor, which are concretized through
iterative communication. Agan, what is to be produced and how is decided in a group of
interdependent parties, none of whom has direct command over the other. Their mutua
interdependence requires and prompts the actors to be very open about the way they manage their
busness. Hiding what, in a duaist subcontracting arrangement, would be proprietary information,
would hurt the competitiveness of al members of the network by leaving opportunities for
improvement unexplored. The result is the development of studied trust - and increased flexibility -
through helghtened interdependence and the continuous questioning of past practice.

Flexibility Based on Distrust

We shift our attention now, moving from the turbulent worlds of modern industry into the
tempestuous realms of the Sicilian and Russan mafias and Italian corruption-networks. They will be
the stages for the demongtration of our arguments in this section since they are the centrd fields where
games imbued with distrust unfold.*” These environments are not only characterized by a high level of
distrust among individuals; they are aso the fora where substitutes™ to a pervasive lack of trust are
daborated.”® The mafia is a specific ‘industry’ providing private protection to mutually distrusting
agents (Gambetta 1988c, 1993; Varese 1994). One of the factors behind the development of
widespread corruption is citizens distrust in the efficiency and impartidity of the sate (della Porta and
Vannucci 1994).%

Digtrust and Robust Action
Agents pursue flexible strategies in these environs, but these strategies are remarkably different

YFor patron-client networks, the third environment of pervasive distrust and private protection, see
especidly Padgett and Ansdll 1993.

Bwe emphasize that these indtitutions provide only substitutes - and very imperfect ones, aswe shall
See- totrust. See e.g. Gambetta 1993, pp.24-28; 1994c.

“Markets of private protection have certain characteristics which, acting as intervening variables,
reinforce actors incentives to perform some of the strategies outlined below.

?In spite of this similarity, some of its consequences, and the fact that the two different versions of
private protection might coexist (Gambetta 1993, pp.214-220; della Porta and Vannucci 1994, pp.246-
248) the above two phenomena are, in various ways, very different from one another. See eg.
Gambetta 1994c, p.293; ddla Porta and Vannucci 1994, p.250, n.16.
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from the ones examined in the previous section. While in conditions of studied trust actors can 'afford
to be' flexible because they assume that (amost) nobody will take advantage of their various forms of
behavior, in fields of pervasive distrust actors are flexible because they assume that others will take
advantage of everything that they might do. Approaching another party with distrugt, skillful actors
(Leifer 1991) are careful not to reved their willingness to acquire a specific role. "A coveted role is
acquired when it is both taken and given." (Leifer 1988, p.867). Exposing one's intentions makes one
vulnerable: "[t]he vulnerability of trying to step directly into arole with unilatera role behavior sems
from the power it confers on the role complement to define the role setting...[that is to say, it] tems
from (1) A's dependence on B for a response that reinforces A's role clam; and (2) the alternative
responses open to B." (Leifer 1988, p. 866) Once A has Sgndled her intentions to acquire a specific
role, B can - if he has some freedom of movement - very well refuse her accessto it, thereby making A
the loser of the game. Moreover, this result partly marks what A is by rendering evident what she is
not, and thereby it reduces her flexibility to capture other positionsin the network.

While the mutua definition of roles is a characteristic of dl interpersona encounters (eg.
Bourdieu 1990, pp.80-1), we probably devote particular attention to it in conditions of distrust, when
we specifically assume that the other party will take advantage of our consequent vulnerability. In
such circumstances, the best strategy is not to evade typifications atogether, but to ensure that one is
typified in many ways at the same time - hence the importance of flexibility - while, with the same
action, locking others into identifiable roles, thereby limiting their possbility of doing the same to
ego.”* If A's actions are left ambiguous, their interpretation is up to B,C,D... who, by committing
themsalves to a pecific understanding of A's actions, make themsdaves vulnerable to A. The key is not
amply to hinder unequivocd interpretations of one's actions, but to make sure that everybody
trandates, misunderstands one's actions according to their reveded gods, preferably each
interpretation differing from the next. By revedling little, the robust actor induces others to interpret
her actions asthey see it. As aresult, each interpretation can not only be denied when necessary, but
aso played againg the others, thus further increasing the robust actor's flexibility.”> The likelihood of
ego locking into specific roles can dso be avoided by reducing accountability through appearing
reactive, acting only on ater'sinitiative.

As opposed to environments of studied trust, the am here is not mutua flexibility, but of
achieving one's flexibility at the expense of that of others. Idedlly, in this context, ego's flexibility is an
increasing function of dter'srigidity.

Theflexible strategies of agents operating in conditions of pervasive distrust are based on these

21(Leifer 1988) denotesit loca action, (Padgett and Ansdl 1993) cdl it robust action.

?(Padgett and Ansdll 1993, p.1264) nicely formulate the essence of this strategy: "[c]rucia for
maintaining discretion is not to pursue any specific gods. For in nasty Strategic games,...positiona play
is the maneuvering of opponents into the forced clarification of their (but not your) tactica lines of
action. Locked-in commitment to lines of action, and thence to godls, is the product not of individual
choice but at least as much of others successful ‘ecologica control' over you...Victory in [such games]
means locking in others, but not yoursdf, to goal-oriented sequences of srategic play that become
predictable thereby."
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principles. Mafios are well-known for ther reticent way of expressing themseves (e.g. Gambetta
1988c, p.165.). Besidestheir Laconic expressons, mafios are likely to use "cryptic Sgns, dlusonsand
metaphors’, which can give rise to anumber of different interpretations (Gambetta 1993, p.121).

Likewise, corrupt politicians avoid making explicit politicadl commitments. They rarely give
political speeches or statements of their program that would lock them into a concrete ideologica
position and limit their freedom of movement in the political arena. "Maybe there were notices hanging
in the squares to announce [Alberto Teardo's| 2 gpeech, but someone substituting him usualy arrived,
holding in his hand a telegram from comrade Teardo, who excused himsdf for not being able to
participate in the event." (ddla Porta 1992, p.46) Corrupt politicians rardy link themselves to a
particular current within their party for a long time (della Porta 1992, p.47). In order to reduce
respongbility for one's own actions, and thereby to diminish the likelihood of being locked into specific
roles, corrupt politicians act reactively, "A nurse wanted to get her son into the Sacco? Very good,
let's get on with it. The comrade needed a place to live because he has been evicted? Very good, let's
try to find him an apartment...The doctor at the hospital wished for a transfer from one department to
anotheg Very good, let's put pressure on the administration” (della Porta and Vannucci 1994,
p.219)"".

Inscrutable Markets and Gossip

There is another group of reasons why people are likely to guard information and release it
sectively in those redlms of widespread distrust where private protection is supplied. Protection isa
good which isvauable only if it is the best one available. Having second best protection in a particular
setting is like having no protection at dl since it can be dways eiminated by the best protection
avalable. (Gambetta 1994b, p.357; ddla Porta and Vannucci 1994, pp.331-2) Consequently, both
protectors and protectees look for signals that would reved a protector to be the best possble.
Another reason why signals of being the best protector and the reputation to which they give rise are
important is that holding the reputation of being the best protector grestly saves on the production
costs of protection. If one is successful in convincing prospective chalengers that they 'do not have a
chance' they are unlikely to test the protector.”

The problem is that signds of being the best protector are extremdy difficult to find. Past
performance is not aways a guarantee of future success. Markets of private protection are often
inscrutable: neither buyers nor sellers have a good idea of the qudlity of the good involved (Gambetta

ZA politician of the Italian Socidist Party, the leader of a group of corrupt politicians and civil
servants active in the 1960s and '70sin Savona, known as the clan Teardo.

*The authors cite Andreoli, M. 1993. Andavano in Piazza Duomo. Milano: Sperling & Kupfer,
pp.42-3.

*This relationship is stronger in the mafia where assessment costs are extremely high - the costs of
being proven wrong in the test of being the best protector is usudly degth - as are those of protection -
often murder. (Gambetta 1994b, pp.355-57) However, the relationship can be observed in corruption
markets aswdl (Della Portaand Vannucci 1994, p.335).
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1994b). Both parties find out the quality of protection only after it has been put to the test.”®
Consequently, the production of honest signals, those which would be corrdated with quality, proves
to be very difficult. Protectors, ingtead, try to rely on symbols (Gambetta 1994b): signs which are
arbitrarily related to quality. These are, idedlly, eadier to rank than the quditatively elusive protection
and difficult to pirate.

The arbitrary relationship of symbols to the good itself causes further confuson. It is dways
uncertain which among the many behaviora characteritics displayed by protectors is a true arbitrary
ggnd. Since sgnds are not dways signaled, dmost anything might be a sign about the relative
standing of competing protectors. This, on the one hand, prompts protectors to be even more cautious
with reveding any information about themsalves. On the other hand, both competing protectors and
protectees dike ceasdessy scrutinize every aspect of protectors behavior. Information exchange, in
these environments, is, to a great extent, gossip (Gambetta 1994a). Gossp, however, often creates
more confusion than it diminates”’ Gossip does not require truth (Gambetta 1994a, pp.211-2);
moreover, gosspers are often concerned with "deducing wholes from minutiag’ (Gambetta 1994a,
p.213). This last factor can partly defeat the purpose of getting information by often leading to
inaccurate conclusons.

Digtrust and Blind Trust

As we have pointed out earlier, in environments of pervasive distrust, being successfully
flexible means locking others into rigid ties and well-defined roles® Strategies which am to
strengthen the consequent relations of dependence rely on the coexistence of distrust and blind trust.
Blind trust is likely to be frequent in conditions of widespread distrust since, in such conditions, there is
a contradiction between the highly desirable act of trusting someone and actors underlying pessmigtic
expectations. When making an exception from the rule by trusting somebody, agents have to perform
areduction of cognitive dissonance (Gambetta 1988b, p.223; 1993, p.46.). The result of the reduction
of cognitive dissonance is blind trust, where one does not so much trust an actor because one expects,
rather than becauise one wishes him to be trustworthy.® The propensity for establishing such overly
trusting relations is further augmented by the confusion about the reliability of information. Trust isan

It istrue if there is competition among protectors. This happens most often among mafios but it
can be percelved in a corruption market aswell. See e.g. della Porta and Vannucci 1994, pp. 337-9.

27Largely as aresult of the unreliability of gossp, "[tlhe mafia is fraught with uncertainty, distrust,
suspicion, paranoid anxiety, misunderstanding: who is the stronger? Who will be the successor? Is
Don Peppe redly a mafioso? |Is he about to attack another Don Peppe? Is Mr X redly protected by
Don Peppe or just pretending? |s Don Peppe still strong enough to protect Mr X?' (Gambetta 19944,
p.220)

%It is important to emphasize here that relations of dependence are the reslts of success. We shall
return to this point.

*"Distrust may be an unaffordable luxury for those with no alternative course of action.” (Gambetta
1993, p.26)
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expectation - which we form on the basis of our knowledge of the other party's dispositions, interests,
commitments (Dasgupta 1988, p.51). In inscrutable markets, there are too few truly reliable signals on
which to form dependable expectations, while, a the same time, there is an overabundance of possible
sgns of future behavior. Whereas such overabundance can cause confusion about learning the correct
drategies of actors, it can be an excellent source of rationdizations of desired behavior - that is, of
granting trust.

We can see the work of blind trust in the way in which protectees view their protectors.
Mafiod were often reified by their customers as early as the nineteenth century. "[Thereis @ tendency
to turn the mafioso into a legendary type, a feding natura enough indeed in a professor of literature,
but much harder to explain in wedthy landowners."® Corrupt paliticians are aso overly adored by
their followers. "Among the entrepreneurs, there was areal and proper rivary to present oneself asthe
friend of this or that politician, to be solidary to him in everything and for everything. 'Y our successes
are my successes, your ideas are my ideas, in a whirlpool of complicity.” (ddla Porta and Vannucci
1994, p.334).%"

Hexibility and Rigidity

In the above paragraph, we implied that the providers of private protection usually have the
upper hand over their protectees - the fundamenta reason being that they offer an inscrutable substitute
for agood that isin short supply32. The resultant asymmetric relationships help the providers of private
protection to reduce their dependencies that would arise from trusting people in environments of
pervasve distrust. They often further decrease their demand for trust by exploiting, moreover
frequently reinforcing their protectees tendencies to blindly follow them. By establishing relationships
in which ther partners are dependent on them, their expectations of others behavior will be more
grounded on their knowledge of others interests and congraints than vica versa.  In rems of
widespread distrust, such relations of dependence are used to gain control as well as to get action
(White 1992). When people are reluctant to make commitments to any course of action thereis specia
emphasis on decreasing the prospects of dter strategizing againgt ego as well as on increasing the
probability of dter following ego's requests (or, more aptly, orders). Widespread distrust, by increasing
actors motivations to minimize their vulnerahilities, prompts them to satisfy these ams by establishing
relations of dependence.

*Franchetti, Leopoldo. [1876] 1974. "Condizioni politiche ed anminidrative ddla Scilia” Vol.l. in
Inchiesta in Scilia, edited by L. Franchetti and S.Sonnino. Firenze: Vadlechi, p.34. Quoted in
Gambetta 1993, p.46.

*'Quoted from Andreoli, M. 1993. Andavamo in Piazza Duomo. Milano: Sperling& Kupfer, p.114.
Displays of such attitudes to protectors can be used insrumentdly as well. We shdl return to this
point later.

*While the direction of this relationship is generdly true, it is rarer to observe it in corruption
networks where severa scarce goods can be exchanged in more than one direction (e.g. protection for
votes, protection for protection, etc.) and, especialy if corruption is widespread, the organization of
providing private protection can be very complicated. See e.g. ddla Porta and Vannucci 1994, p.250,
n.16; pp. 357-365.
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The mafios's willingness to resort to violence in order to achieve the compliance of their
protectees is probably the strongest indicator of this strategy.33 Even when corrupt politicians are
protected by the mafia, the two parties do not have the same options. While the mafioso might refuse
to comply with a request, in the politician's case it is usualy unthinkable. As Antonino Caderone, a
mafioso turned state's witness explained: "When | was in Sicily, many politicians were involved with
the mafia. [They]...asked for serious, engaging help from the men of honor. Normaly, the mafios did
these favors, but they could adso say no...But when the mafios asked for a favor from the politicians,
there3 Xvas no choice: they had to do what was asked from them.” (ddlla Porta and Vannucci 1994, p.
387)

Corrupt politicians often relate to their followers with extreme arrogance - that is to say, by
emphasizing their capacity to be flexible at the expense of their protectees - in order to underscore and
thereby augment the asymmetric character of their relationship. (ddla Porta 1992, p.49). The intended
result isto increase the protectees sense of dependence on the corrupt politician, and consequently, to
enhance their blind devotion to him. Underscoring relations of dependence is used not only for gaining
control but also for getting action. Pizzorno speaks of the 'vicious circle of arrogance (Pizzorno 1992,
pp.10-11), in which arrogant behavior, by augmenting one's reputation of being powerful, leads to a
concentration of requests on the corrupt politician. This enlarges the group of his supporters, which
increases his politica power, thereby leading to an even greater ability to make arbitrary decisons -
over more sdlient matters.

So far, we have portrayed asymmetric relations as the result of robust (flexible) actors
acquiring control in worlds of widespread distrust. Success, however, is not guaranteed, flexibility
does not necessarily lead to victory. In environments where players rardly trust each other, robust
actors often face other robust actors.® In such situations, if both partners are skillful, they 'organize for
involvement' (Leifer 1990, 1991, 1995). Their am will be to maintain equilibrium, to deny the other
party the accurate reading of their strategies, and thereby to avoid their partner gaining control over
them. In such circumstances, even the gppearance of control can hide a different redity. An agent
might take on the role of the submissive follower not only to acknowledge his dependence, but aso to
ease his protector's suspicion and gain a greater room to maneuver. Severa entrepreneurs have tried
to implement this strategy in corrupt environments. "For example, the Merlos firm was commonly
known to be 'in the socidist ared, but the entrepreneurs have reached the conclusion...that the best
drategy was 'to rely on the [Christian Democratic Party] for national matters, and on the [Socidist

*There are severd other reasons why the world of the mafia is so violent. See Gambetta 1993,
pp.40-43.

*The authors quote Arlacchi, P. 1992. Gli uomini del disonore. Milano: Mondadori, p.210.

*This situation presupposes a least a relative equality of the parties in terms of the quantity of
resources with which they are endowed - not forgetting that resources are often socialy constructed
(Latour 1988). In light of what we have said so far about the different worlds of private protection,
thisismost likely to arise in acorruption framework.
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Party] for local ones. " (dellaPortaand Vannucci 1994, p.337)*°
Hedging Between Studied Trust and Distrust

Hexibilities

We have to move beyond the above two ided types in order to understand the flexible
drategies of most actors under conditions of uncertainty. One's flexibility is rardly based solely on
studied trust or distrust. Firstly, people rarely grant trust to a person without qualifying what the action
in question is. Trust is "a three-part relation: A trusts B to do X" (Hardin 1993, pp.506-7). There
probably are actions in which we are unwilling to make ourselves vulnerable to another party even if
we trust her in many other respects. This is likely to be an issue in uncertain environments where
interests related to commitments in future actions are likely to undergo substantiad change. In such
circumstances, actors are both probably unwilling to test the commitments of others to the maximum
and hesitant to make others very dependent on them - even if renegotiations are possible among the
parties. Reatedly, in today's industry, condtitutiond orders are rarely complete ingtitutions of work or
busness. A fundamenta question for most congtitutiona orders is to which matters the jurisdiction of
congtitutional orders should be extended, and which matters should be organized outside them.
Conversdy, even if we live in aworld pardyzed by pervasive disrugt, there are likely to be mattersin
which we negotiate our flexibility as members of a group - and we can find related examples even in
the mafia, aswe shall see below.

Secondly, these congiderations acquire importance because operating in two (or more) separate
worlds grants an actor such possbilities for flexibility which few players, operating in uncertain
conditions, would be ready to sacrifice. To put it another way, accepting the assumption that actors
hedge in uncertain environments (Sabdl 1995c; Sabel and Zeitlin, forthcoming), we aso have to
entertain the thought that the dimension of granting trust will be governed by this principleaswell. Itis
likely that actors flexible strategies will be based on recombinations of granting (and creating) studied
trust and exploring solutions that reduce their demand for it Agents, in most uncertain
environments, sustain their flexibilit(ies) probably through mixed drategies of, on the one hand,
establishing mutualy redefinable identities, on the other, attempting to gain control over their partners.

To the extent that actors operate in realms where severd organizing principles are at work at
the same time (which is valid for the Hungarian economic trandformation [Stark 1996; V oszka 1995]),
it becomes difficult to find any overarching utility function on the basis of which one could calculate the
right mix of the different (flexible) strategies. Consequently, rational choice-based theories of
cooperation (Axelrod 1984; Taylor 1987) cannot be fully adequate guides in these redims. In such
circumstances, most agents are likely to explait, rather than resolve, the dilemma of the combination or

**Partly quoted from L'Espresso September 20, 1993, p.38.

¥Centrd to thisidea is the thought that trust can be not only a by-product of otherwise differently
directed behavior, but it can aso be farly purposively crested among actors. See eg. Gambetta
1988b, pp.232-235; Sabd 1992.
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Separation of adaptability and accountability.

We can see these principles at work in severad different settings. One of the biggest conflictsin
the decentraized sectors of today's German industry is between the country's traditiona craft system
and attempts at introducing team-based manufacturing (Herrigd 1996, pp. 193-204; 1994; Sabd
1995a). The two ways of organizing production operate according to antithetical principles. In a craft
system, the flexibility of the craftsman is based on his professond autonomy, pertaining to him in
recognition of his specid skills. He is flexible because nobody has to and should tell him what to do;
he, however, precisdy since he knows what he is doing, can and should direct a group of apprentices.
In team-based manufacturing, as we have seen above, team-members flexibility results from their close
interdependence; they participate as equals in elaborating design and manufacturing solutions. German
companies problem is that the second system clearly outperforms the first; however, craftamen's
staunch defense of their particular type of flexibility can only lead to recombinations. In the emerging
solutions, craftsmen usually retain some clout over certain parts of the production process, while teams
gain governance over others. Hexibilities, in these schemes, are seen to be guaranteed by a
combination of one's independence from others and one's engagement in joint exploration - and action -
with the same units.

On the other sde of the spectrum, even mafios manage to cooperate sometimes.  An
important forum in the Sicilian mafia is the commissione which is a cartd of mafia families within a
Sicilian province. The commissione regulates the use of violence and makes decisons in problematic
cases of successon (Gambetta 1993, pp.112-8). Its operation, however, is far from infdlible, and
mafia families play a careful game of combining independence and collaboration in order to gain the
grestest possible room to maneuver.

We have found similar hedging strategies among Hungarian entrepreneurs.  In a study of a
congtruction market of a Hungarian city of 110,000 inhabitants, we have observed entrepreneurs
performing a cautious balancing act among the strategies of competition, cooperation and corruption
(Kemény 1996). In their uncertain environment, maintaining their flexibilit(ies) is of paramount
importance. A crucid question is the right mix of means through which the advantages of flexi biIity
can be maximized. While a tightly knit socid fabric resulting from their previous work-relations™
could generate enough trust to prompt them to engage in market-sharing cooperative arrangements,
the fact that they regularly compete in severd settings at the same time (either in terms of price and
qudlity, or in terms of corrupt ties) for orders which are of varying importance to them makes ther
collaborative networks difficult to organize.

The result is a mixture of arrangements the structure of which changes with time. A sdient
question in these "networks'™ is the extent to which their constituents are willing to collaborate with
each other. While most entrepreneurs help one another in small matters (like lending raw materias, or

**The magjority of the entrepreneurs have been each others colleagues within a now defunct socialist
dinosaur.

*Since action takes place among a constantly varying set of actors the boundaries of the network
are often difficult to define. | am grateful to David Dornisch for this point.

17

17



even workers), only a few reach the point where they coordinate their offers in some (but never all)
markets. A frequent intermediate formation is one in which a number of companies boost each other's
flexibility by continuoudy redefining their identities and their relaions to one another through
participation in various, and often complicated subcontracting arrangements. In other realms, the same
entrepreneurs continue to compete with each other in terms of price and qudity; and again in others
they keep using their corrupt ties to snatch a contract while relegating their friends to the Sdelines. Not
al entrepreneurs combine the different dStrategies of flexibility in the same way; while some
predominantly rely on corruption, others combine collaborative subcontracting with competition, and
another group attempts to balance the three strategies with each other.

In my research, | wish to investigate the hedging strategies that owners and managers of smal-
and medium-sze enterprises perform among the different ways of gaining flexibility in the Hungarian
economic transformation. Both the remarks of Stark and Gébor, quoted earlier, and my empirica
study suggest that most flexible strategies pursued by this group of actors fal inbetween the two idedl
types. My research will be exploratory. The primary am is to gain an understanding of the different
flexible strategies followed by actors between the two ided types. Agents get action on the bass of
different principles whether they act in the framework of flexibility based on studied trust or distrust.
They entertain dissmilar typifications and expectations about each other, treat information differently,
and generate digtinct types of socid action vis-avis one another. When actors combine the two
principles of flexibility (there are probably several ways of doing this) a consderable amount of work
(Boltanski 1996b) must be involved in bridging the gap. Our principa focuswill be to comprehend this
bridging activity and the synthesized flexible strategiesto which it givesrise.

Production Markets with Uncertain Roles

The concrete setting in which | intend to examine actors hedging strategies among the different
forms of flexibility is a particular type of production market. In the writings of Harrison White (White
1981, 1988; Leifer and White 1987), production markets are stable role structures. Products are
diginguished in terms of qudity; these didinctions are manifest in different volume-revenue
combinations. The exiging quaity-volume-revenue combinations form the menu of possible rolesin
the market, linked to a specific set of companies. Producers sdect roles (market niches) in order to
gain the greastest amount of profit (within a limited set of opportunities) by watching the behavior of
other producers in the previous period. Provided that producers costs do not change from one period
to the next, producers, when reconsdering the possible quality-volume-revenue combinations against
their variable codts at the beginning of each period, resdect their previous role for future activity.
"[E]ach enterprise assesses its Situation in each cycle and reaffirms that its niche in a structure of
nichesiswhereit is best suited." (Lefer and White 1987, pp.89-90, italics in the origina)

This is a picture of market stability. White concentrates on the reproduction of particular
markets as role structures. However, not all markets are stable.  To the extent that relatively
homogeneous producers (in terms of technica ability and variable costs) compete for ever varying sets
of unique projects, market roles are subject to gaming among producers. In such conditions,
(re)producing certain market roles becomes problematic.  Congtruction markets in Hungary's larger
cities™, like the onethat | have examined (Kemény 1996), provide an example.

“Probably over 100,000 inhabitants.
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Congtruction marketsin Hungary's larger cities usualy satisfy the following set of criteria

(i) There are severd producers in the market with a smilar range of abilities, technical as well
as coswise. Generd contractors are usudly capable of performing amogt dl activities involved in
congtructing buildings of various shapes and sizes, from smple one-family homes to fancy office-
buildings. The range of skills they command can aso be employed separately, in subcontracting work
aswell asin smaller projects, like roof-repair or painting and decorating.* Consequently, companies
can compete in severd different market segments, sequentialy, or at the sametime.

(i) The projects for which contractors bid are evauated dong many different and, among
projects, varying sets of criteria, of which price is only one. Although projects are not entirely unique
in terms of the requirements that successful bidders have to satisfy, there is greet variation among them,
rendering specidization difficult. Each time a contractor bids for a project it is likely that he has to
establish his"equivaences' (Boltanski 1996a) vis-a-vis other contractors in different terms. One of the
main reasons behind this is the fact that (at least in Hungary during the transformation) most buildings
areindividualy commissioned. When the customer defines the product the likelihood that standardized
items can appear on the market is relatively low.”

(iii) Different projects are performed in dissmilar socid organizations among producers.
There is rarely a one-to-one correspondence among projects and producers - probably its smplest
reason being that projects requirements of resources ether exceed or are less than what individua
contractors can offer. Usudly severa contractors work on the same project, and a contractor is
involved in more than one projects a the sametime.

In these conditions, roles are ungtable in the market in the sense that they are difficult to
reproduce from one period to the next. Even if companies market roles do not change in time - which,
we would argue, is quite unlikdly in the aforementioned conditions - there is significant work
(Boltanski 1996b) involved in their reproduction. Companies do not occupy market niches on the
basis of a particular activity for long because a new set of projects redefines how specific market roles
can be achieved. The digtribution of roles is subject to sgnificant gaming. The information reveded
ex-post by producers behavior is an inadequate indicator of the way roles should be pursued in the
next one. Taking the activity associated with the role that one occupied in a period as something to be
copied in the next oneis alikely recipe for falure. The dimengons adong which an actor won a project
in one phase is an imperfect indicator of relevant dimensions to be emphasized in the next one®™ In

“This is usualy the case even if a contractor is relatively small. Besides contractors, typicaly other
participants of the construction market also command multiple skills. For example, larger companies
of painters and decorators are likely to employ insulation specialists, bricklayers, floor-cover specialidts,
etc. While such companies can undertake al the covering and decorating activities in a building, their
various specidists can be employed separately, on diverse projects as well.

42Although some contractors try to diminish their risks by initiating property development projects -
where contractor(s) 'define what the product is - at this moment such initiatives are rare and very few
contractors are only property developers.

43Companias are more often busy building reputations rather than a reputation. On the one hand,

companies intend to associate such vague terms with themselves which can apped to amogt Al

segments of the market (excelence in quality; prompt service, etc.) and can be suitably interpreted
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such settings, flexibility is associated with success; stability of activitiesis usudly viewed asrigidity, and
as such, abasis of falure. In these markets, the best way to occupy one's resources, as well asto insure
the capacity for future involvement, is to covet severa roles a the same time, to have stakes in the
high, as well as in the lower ends of the market; to build office buildings for 'blue chip’ companies, to
participate in school-renovations, to construct family-houses in the suburbs and to use one's spare
painting crew in asmal project in the same period - while contemplating hospital-building and factory-
construction in the next one, thereby intending to invade niches occupied by other actors eerlier.™

Such markets have two interconnected features which are relevant for the purposes of our
research. Firstly, since projects differ from one another, actors need to establish equivaences vis-avis
their competitors in different terms when they are bidding for each undertaking. Bidding is rardly only
in terms of price; technical expertise, aesthetic qualities, timing, brand of protection, etc. dl come into
play, and their specific configuration varies in each project. Secondly, different combinations of
equivaences usudly correspond to dissmilar socia organizations of production. This arises, on the
one hand, because actors can satisfy different evauative criteria by organizing production in diverse
ways, on the other hand, since different projects are viewed by distinct producers in different frames
(Goffman 1974) dissmilar configurations of producers are willing to participate in them. The
prerogative of meseting diverse evauative principles - within projects and among different ones -
requires condderable flexibility. The need to organize production in dissmilar ways in different
projects - and often in different phases of the same project as well - probably impliesthat flexibilities are
achieved on the basis of a combination of flexibility based on studied trust and distrust.  Actors are
likely to combine dissmilar strategies of flexibility when they are bidding for, as well as when they are
working on, different projects.

In order to understand how different forms of flexible strategies are combined, | intend to
investigate construction companies atempts to (re)produce roles in their market(s). | wish to examine
the bidding activities of building contractors, as well as the Srategies they employ vis-avis their
business partners while completing their projects. How do they combine their different socia resources
in order to satisfy dissmilar sets of distinct evaluative criteria a any time? What are the arrangements
through which companies corrupt certain officids while creating an understanding with some
‘competitors that the partially protected niche is not fair game? How can they compete with the same
people in another setting, while collaborating with them in yet another one? What is the content of the
emerging ties in such settings - how do actors view each other, and what kind of actions are
acceptable? What is the work involved in baancing flexibility based on studied trust and distrust?
While projects are under way, how do contractors blend dudist subcontracting arrangements with

(Latour 1988) to aimost any particular context; on the other hand, they market their abilitiesin severd
different activities. While establishing an unequivoca reputation related to a particular activity can be
advantageous as it may be used to create a protected market niche, such a strategy is risky for most
actors in markets where producers ahilities are relatively homogeneous and products vary gregtly in
time.

*In the language of organizational ecologists, these organizations are polymorph generalists. (See
e.g. Hannan and Freeman 1989, pp.110-114; pp.310-311.)
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collaborative subcontracting? How are subcontracting relations modified when a new criterion
suddenly crops up during a project?

Undertaking the research in Hungary will have at least two advantages. On the one hand, the
uncertain conditions of the transformation (beyond the above, general characteristics of the marketsin
which they operate) probably further induce actors to maintain their flexibilities, and to do it on the
bass of hedging strategies. As aresult, this setting is likely to be particularly rich in practices amed at
gaining flexihility, especidly in those which combine the principles of our two ided types. On the other
hand, studying these drategies in the Hungarian setting will also alow us to learn more about the
consequences of the ingtitutional uncertainties of the transformation. The ingtitutional uncertainty of
the Hungarian economy has been cited as the cause of several negative consequences, from actors
unwillingness to invest in capital-intensive technology and markets, to widespread opportunism, and
the 'too many and too smal' character of individua smal business undertakings (Gabor 1991, 1992,
1996). | contend that one of the main reasons behind these phenomena is the specid attention that
actors devote to maintaining their flexibility in the Hungarian setting.  Unfortunately, so far, no
systematic analysis has been conducted on actors trategies that would give an account of the direct
link between (indtitutiona) uncertainty and the associated, usually negative consequences. Since my
focus will be on understanding the flexible strategies performed by a certain part of Hungary's smal and
medium-size enterprises, | hope to contribute to a grester comprehension of these mechanisms.
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