
through a number of practices, including quotas on production and sales, min-
imum prices, and joint marketing and distribution. These practices signifi-
cantly changed the way the economy operated. Although in every industry
some private companies stayed outside the cartels, the markets became much
more organized in comparison with the pre-1930 period as cartels intervened
in several stages of the production cycle.

The enactment of the Important Industry Control Law indicates that
during the Great Depression the Japanese state changed its priority from
protecting the liberties of private enterprises to maintaining the economic
order. Japanese legislators held at the time that the chaos of the Great
Depression showed that private ordering could no longer effectively gov-
ern the economy because the desire for maximizing wealth was the direct
cause of the Great Depression. Since the overbuilt Japanese production
capacity during World War I could not be absorbed by the demand in the
postwar period, private companies competed recklessly, often selling their
products at prices lower than production costs. The country’s international
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Source: Based on data in Takahashi (1933, 121–26); Gao (2001a, figure 3.1, 52). Reprinted with the per-
mission of Cambridge University Press.
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During the postwar occupation the United States forced Japan to enact
its first antimonopoly law in 1947. The original version of the Japanese anti-
monopoly law was quite rigid and did not allow any kind of cartels to exist.
However, since the constitutional order of the state changed little during the
postwar democratic reforms, a pattern of economic governance driven by the
market, as prescribed by the 1947 version of the antimonopoly law, did not
have strong political support. As soon as the U.S. government changed its pol-
icy toward Japan from introducing democracy to turning Japan into an ally in
the cold war, the Japanese state amended its antimonopoly law twice in 1949
and 1953 and also enacted about thirty cartel exemption laws.

The cartels exempted by these new laws included the cartels organized in
industries, such as transportation and insurance, where competition might be
harmful to the public interest; the cartels organized to encourage cooperation
and organization among companies that operated on a small scale and tended to
engage in excessive competition; the cartels organized to prevent excessive
competition in the exports-related sector; the cartels organized during economic
recession to adjust the balance between demand and supply; and the cartels
organized to promote rationalization in the manufacturing industries, including
automobile and electronic power (Ko–sei Torihiki Iinkai 1977, 105–6).

In 1952 only 53 cartels were exempted by various pieces of legislation
(see figure 3.2). That number grew to 79 in 1953, 162 in 1954, 348 in 1955,
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Commercial banks faced their own form of structural adjustment at home
during the 1980s and 1990s as market-based forms of funding increasingly
took over their core business of corporate lending. As we have documented
elsewhere (Davis and Mizruchi 1999), large banks substantially retreated from
domestic corporate lending during this time, turning increasingly to fee-based
businesses and other nontraditional activities. Some (notably JPMorgan and
Bankers Trust) effectively abandoned commercial banking and morphed into
investment banks. Those that maintained significant foreign lending were bat-
tered the hardest: Congressman John Dingell of Michigan, chair of the House
Committee on Energy and Commerce, stated in 1991 that Citicorp (the most
“international” of American banks) was “technically insolvent” and “strug-
gling to survive” (Business Week Online 1995). Banks with the highest expo-
sure to foreign loans were those with the most unfavorable stock market
valuations. At the same time, the number of nations with stock exchanges dou-
bled, and portfolio investment (primarily purchases of stocks and bonds by
institutional investors) and foreign direct investment (investment by foreign
businesses) increasingly replaced bank lending as the predominant forms of
capital flows from wealthy nations to low-income nations (World Bank 1997;
Weber and Davis 2002). Banks availed themselves of other new opportunities
after 1989 as former Communist nations formed markets for U.S. banks. But
the basic business model of commercial banks—taking in deposits and lend-
ing them out at higher rates of interest—had been largely superseded both at
home and abroad, in wealthy nations as well as low-income countries. As 
Norwest CEO Dick Kovacevich put it, “The banking industry is dead, and we
ought to just bury it” (Pare 1995).

The net result of these trends is that U.S. banking has returned from a
substantial international presence to an overwhelmingly domestic business,
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Coda: What Happened Next

We cannot comment at length on the subsequent two decades, but we can give
a brief outline. In addition to the branch data described in previous sections,
we have assembled data on board ties among the several hundred largest U.S.
corporations from 1982 through 1999 (which includes a panel of the largest
banks), as well as annual data on the foreign operations of the major corpora-
tions tied to banks through shared directors (reported in annual 10K reports).
We have also put together annual data on the volume of domestic and foreign
corporate lending by every commercial bank holding company in the United
States from 1986 through 1999 (from quarterly Federal Reserve call reports).
Descriptively, the data point to four trends:

1. Manufacturers gained an increasing proportion of their revenues from over-
seas, with the average firm’s foreign sales increasing from under 15 percent
to 25 percent of its total (see figure 5.2).

2. The number of banks doing business with foreign customers dropped by
one-third, owing in part to a consolidation in the banking industry.
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3. The volume of loans to non-U.S. businesses held by U.S. banks declined
steadily from 1986 to 1992 but recovered by 1997 and remained at
roughly the same level through the rest of the decade.

4. Foreign loans were increasingly held by a very small number of banks.
Citibank’s share of foreign corporate loans increased from 22 percent to
42 percent of the total held by U.S. banks between 1986 and 1999, and the
four largest lenders collectively held roughly 78 percent of all commer-
cial and industrial loans to addresses outside the United States.

In short, while the average American manufacturer grew increasingly multi-
national, bank holding companies split into two camps: a tiny handful of large
multinationals, dominated by Citibank (now Citigroup), and roughly 2,500
domestically oriented banks (see figure 5.3).

Our initial analytical results indicate that the processes of globalization
and “de-globalization” were not symmetric. Banks did not pull out of foreign
operations at the speed with which they entered them. Instead, the decline in
overseas activity was more gradual and operated partly through attrition as a
number of leading banks were absorbed by other banks, including non-U.S.
ones. The processes that accounted for overseas banking activity, however,
have been, if anything, even more prominent in recent years. In an analysis
of the proportion of banks’ commercial and industrial lending that took place
outside the United States (Mizruchi and Davis 2000), we found that network
centrality and interlocks with U.S. nonfinancial corporations that did business
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interlock data for all of the years. We are therefore confident that any inter-
lock effects we observe are unlikely to be overestimated.

In addition to our substantive predictors, we examined two control vari-
ables: the size of the bank (in assets, which we examined both in their raw value
and in logarithms), and the age of the bank (in years). Because larger firms tend
to be more heavily interlocked, it is possible that any observed effect of cen-
trality could be a spurious consequence of size. The bank’s age could have
either a positive or a negative effect on its decision to move overseas. On the
one hand, we would expect older banks to be more likely to have as customers
the major firms with overseas operations. In that case, age would be positively
associated with foreign branching. On the other hand, it is possible that younger
banks would be more open to innovation and thus more likely to engage in new
activities. In this case, age would be negatively associated with foreign branch-
ing. We suspect that the latter is unlikely, since the nine banks that were oper-
ating outside the United States before 1960 were among the oldest, most
well-established U.S. institutions. Regardless of which view is correct (or if
either is correct), we include the bank’s age as a control.1

Estimation Procedure

Our dependent variables are the establishment of the bank’s first overseas
branch and the number of new branches the bank established in a given year.
The first is binary; the second is a count. Because our data are temporal, we
can treat the establishment of the first branch as an event and examine the
process through the use of event-history analysis. At time zero, 1963, there
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TABLE 5.1 Ten Most Central Firms in the Interlock Network, 
1962, 1982, and 1999

1962 1982 1999

JPMorgan (56) AT&T (43) Chase Manhattan (34)
Chemical Bank (51) JPMorgan (48) Sara Lee (34)
Chase Manhattan (50) Chase Manhattan (43) American Express (32)
First National City Bank (47) Citicorp (43) Bell Atlantic (34)
Manufacturers Hanover (43) IBM (38) Ameritech (26)
Southern Pacific RR (38) General Foods (31) Xerox (29)
Ford Motor Co (34) Chemical NY (38) Lucent Techs (22)
AT&T (31) Bankers Trust (39) Cummins Engine (28)
Chrysler (28) Manufacturers Hanover (36) Ryder System (22)
Bankers Trust (41) Mobil (28) Procter & Gamble (26)

Source: Authors’ compilation.
Notes: Rankings are based on Bonacich’s (1972) eigenvector measure of point centrality, in which a node
is more central if the nodes it is connected to are also central. Numbers in parentheses are counts of inter-
lock ties.
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TABLE 5.2 Entry into Foreign Markets by U.S. Banks: Means, Standard Deviations, and 
Correlations Among Variables

Standard 
Mean Deviation 2 3 4 5 6 7 8 9 10 11 12

1. Open first branch 
(1 = yes) .117 .322 949 225 231 063 096 −186 286 −289 033 071 na

2. New branches opened .473 1.653 — 120 232 −035 118 001 036 −033 184 217 248
3. Size (in assets) 9136.27 14717.2 — — 790 −226 150 −170 −151 −038 434 504 840
4. Log size 8.456 1.077 — — — −288 178 −231 −145 −108 541 652 702
5. Profitability (ROA) .643 .246 — — — — − 097 058 098 067 −077 −120 −206
6. Age of bank 93.836 43.032 — — — — — − 061 − 027 −030 267 341 280
7. Federal monetary 

policy (1 = loose) .523 .500 — — — — — — −116 485 002 002 −076
8. Cost of AAA bonds 5.308 .706 — — — — — — — −499 −001 004 −101
9. Business cycle 

(1 = expansion) .680 .467 — — — — — — — — 001 001 −024
10. Officers of 

multinationals 4.430 3.481 — — — — — — — — — 825 410
11. Centrality (interlocks) 22.520 14.572 — — — — — — — — — — 465
12. Branches established 5.304 10.806 — — — — — — — — — — —

Source: Authors’ compilation.
Notes: Decimal points are omitted from the correlation coefficients to conserve space. Pairwise, N = 281 for variable 1, 898–923 for variables 2–12.
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which point all thirty-three banks in our analysis had opened branches).
Table 5.4 presents the results of a discrete-time event-history analysis of the
banks’ opening of their first foreign offices. Because the data are pooled, the cor-
relations in table 5.2 have limited statistical meaning. They do provide some
interesting summary information, however. Consistent with the regulation
hypotheses, for example, banks tended to open overseas branches when the Fed-
eral Reserve was engaging in a tight monetary policy (and the cost of capital was
high). Concurrently, the banks tended to open overseas branches during con-
traction periods in the economy. The simple correlations for the interlock vari-
able were also positive, as expected, although relatively small. And larger banks,
as expected, were more likely than smaller banks to open foreign branches.

Table 5.3 indicates that banks’ entry into overseas banking occurred rel-
atively constantly across time, with two exceptions, 1969 and 1970. Those two
years saw sixteen of the thirty-three banks in our analysis open their first over-
seas branches. It is difficult to know what this says about the regulation
hypotheses. The two policies suggested in the literature to have significantly
affected U.S. banks’ decisions to move overseas, the Interest Equalization Tax
and the Voluntary Foreign Credit Restraint program, were instituted in 1963
and 1965, respectively. Even if we assume a time lag, it is difficult to argue
that it took six or seven years for the Interest Equalization Tax to trigger move-
ment overseas. The effect of the VFCR program is more complicated, be-
cause although the program was voluntary when it was instituted in 1965, it

GLOBALIZATION OF AMERICAN BANKING

TABLE 5.3 Number of Banks Opening First Foreign Branch, 
1963 to 1979

Year At Risk Entering Cumulative

1963 33 0 0
1964 33 1 1
1965 32 2 3
1966 30 1 4
1967 29 0 4
1968 29 2 6
1969 27 5 11
1970 22 11 22
1971 11 2 24
1972 9 3 27
1973 6 0 27
1974 6 0 27
1975 6 3 30
1976 3 1 31
1977 2 0 31
1978 2 1 32
1979 1 1 33

Source: Authors’ compilation.
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became mandatory in 1970. Anticipation of this change may have led to the
extensive movement observed in 1969 and 1970. At the same time, the 
Federal Reserve Bank’s tight monetary policies and the concomitant high cost
of capital described earlier may have been equally responsible. The real cost
of AAA bonds was higher in 1969 and 1970 than in any other year in our time
series. The correlation between year dummy variables and the cost of AAA
bonds was .52 for the 1970 dummy and .35 for the 1969 dummy. The Fed was
also following a tight monetary policy in those two years, although it also fol-
lowed a tight monetary policy in 1966 and only one bank opened its first for-
eign office that year. On the other hand, 1969 and 1970 represented the first
time in our dataset that the Fed followed a tight monetary policy for two con-
secutive years. The hypothesis for the effect of the VFCR program therefore

TABLE 5.4 Determinants of Banks’ Establishment of a First Foreign
Branch (Discrete-Time Event-History Models 
with Clustering)

Independent Variables (1) (2) (3) (4)

Constant −10.800*** −7.251** −4.401*** −4.906***
(−4.243) (−2.690) (−4.459) (−4.841)

Size .0005*** — .0004*** .0005***
(4.570) — (3.998) (6.473)

Profitability 0.303 −0.251 0.714 1.243
(0.301) (−0.292) (0.696) (1.016)

Age 0.023*** 0.014** 0.021*** 0.019***
(3.213) (2.984) (3.280) (3.299)

Monetary policy (1 = loose) 0.207 0.616 0.051 −0.929*
(0.210) (0.560) (0.071) (−2.212)

Cost of AAA bonds 0.996** 0.732 — —
(2.386) (1.625) — —

Business cycle (1 = expansion) −0.757 −1.410 −1.515* —
(−0.810) (−1.388) (−1.939) —

Officers of multinationals −0.106 −0.081 −0.067 −0.039
(−1.036) (−0.827) (−0.647) (−0.384)

Centrality (interlocks) 0.027 0.060* 0.017 −0.005
(0.734) (1.971) (0.498) (−0.144)

χ2 75.39*** 31.84*** 56.44*** 57.25***
df 8 7 7 6
Log likelihood −77.423 −82.646 −80.095 −83.336

Source: Authors’ compilation.
Notes: *p < .05; **p < .01; ***p < .001; probabilities for substantive variables are one-tailed; those for
control variables are two-tailed. N = 233 in all models. Logit coefficients are presented, with Z-statistics,
based on robust variance estimates with clustering, in parentheses.
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business cycle has a probability level of below .10 (.065). The most striking
difference in this model is that the effect of network centrality is significantly
positive, while that of size is not. Further examination (not shown here) indi-
cates that the effect of size is significantly positive when we remove the con-
trol for the prior number of branches. Once we control for this variable, then,
size does not significantly increase the model’s explanatory power.
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TABLE 5.5 Determinants of Number of Banks’ New Foreign
Branches (Generalized Negative Binomial Models 
with Clustering)

Independent Variables (1) (2) (3) (4)

Constant −3.361*** −15.000*** −1.424** −1.530*
(−3.415) (−7.053) (−2.417) (−2.528)

Size (ln size in equation 2) .0000 1.110*** .0000 −.0000
(0.309) (6.160) (0.011) (−0.304)

Profitability −0.507 0.599 −0.387 −0.446
(−0.937) (1.554) (−0.689) (−0.790)

Age 0.003 0.007** 0.003 0.002
(0.906) (3.035) (0.776) (0.699)

Monetary policy (1 = loose) −0.037 0.196 0.020 −0.354*
(−0.172) (1.014) (0.093) (−2.160)

Cost of AAA bonds 0.334** 0.064*** — —
(2.491) (4.586) — —

Business cycle (1 = expansion) −0.366 −0.174 −0.662** —
(−1.515) (−0.750) (−3.169) —

Officers of multinationals − 0.047 −0.030 −0.050 −0.048
(−1.181) (−0.996) (−1.143) (−1.041)

Centrality (interlocks) 0.287* −0.005 0.031** 0.031**
(2.215) (−0.492) (2.427) (2.472)

Cumulative total branches 0.043** −0.002 0.047** 0.047**
(2.911) (−0.223) (2.912) (2.790)

Ln alpha (year) 0.080* 0.062 0.076* 0.064
(2.424) (1.386) (2.109) (1.574)

Ln alpha (constant) −156.737* −122.550 −148.136* −125.241
(−2.409) (−1.379) (−2.095) (−1.561)

χ2 76.24*** 205.45*** 77.88*** 71.13***
df 9 9 8 7
Log likelihood −608.589 −585.042 −611.249 −615.966

Source: Authors’ compilation.
Notes: *p < .05; **p < .01; ***p < .001; probabilities for substantive variables are one-tailed; those for
control variables are two-tailed. N = 775 in all models. Poisson coefficients are presented, with Z-statistics,
based on robust variance estimates with clustering, in parentheses.
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TABLE 6.1 Sample Descriptive Statistics, Correlations, and Composition

Mean SD 1 2 3 4 5 6 7 8 9 10 11 12

1. Number of hostile takeovers 1.97 7.88 — — — — — — — — — — — —
2. English legal tradition = 1 .37 .48 .28* — — — — — — — — — — —
3. Political uncertainty .63 .21 −.05 .06 — — — — — — — — — —
4. Economic uncertainty −5.74 2.80 −.17* −.16* .37* — — — — — — — — —
5. Stock market age 94.88 76.50 .29* −.19* −.22* −.25* — — — — — — — —
6. Stock market age squared 14,842.27 24,152.35 .22* −.15* −.20* −.24* .91* — — — — — — —
7. Working days lost to strikes 1,917.49 11,327.16 .04 .13* .05 .02 .01 −.01 — — — — — —

(thousands)
8. Banking restrictionsa 3.98 1.49 .09 −.07 .09 .27* −.28* −.30* .02 — — — — —
9. Individualism score (log)a 3.82 .59 .31* .06 −.47* −.54* .52* .41* .08 .27* — — — —

10. GDP (billions of U.S. dollars) 503.94 1,239.79 .60* .05 −.13* −.22* .35* .25* .03 .28* .28* — — —
11. GDP growth rate (percentage) 3.39 3.69 −.03 .16* .11 .02 −.09 −.09 −.02 .15* −.48* −.07 — —
12. Stock market cap 322.14 1,152.93 .58* .14* .10 −.21* .28* .21* .02 .26* .24* .89* −.02 —

(billions of U.S. dollars)
13. Number of nonhostile takeovers 456.83 1,499.21 .75* .23* −.07 −.21* .35* .27* .04 .14 .32* .78* −.05 .88*

Source: Authors’ compilation.
Notes: N = 483 country-years, 61 countries.
Country composition:
The thirty countries included in the smallest sample are: Australia, Austria, Belgium, Brazil, Canada, Chile, Denmark, Finland, France, Germany, Greece, India,
Italy, Japan, Malaysia, Mexico, the Netherlands, New Zealand, Norway, Philippines, Portugal, Singapore, South Africa, Spain, Sweden, Switzerland, Thailand,
Turkey, the United Kingdom, and the United States.
The thirty-nine countries in the next larger sample are these thirty countries plus: Argentina, Colombia, Ecuador, El Salvador, Indonesia, Israel, Luxembourg, Pak-
istan, and Peru.
The sixty-one countries in the largest sample are these thirty-nine countries plus: Bangladesh, Botswana, Costa Rica, Cyprus, the Czech Republic, Egypt, Ghana,
Hungary, Iceland, Jamaica, Kenya, Mauritius, Morocco, Namibia, Nigeria, Panama, Poland, Romania, Russia, Sri Lanka, Trinidad and Tobago, and Tunisia.
a. For this variable, sample size equals 330 country-years (39 countries).
* p < .01
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TABLE 6.2 Negative Binomial Regressions of the Number of 
Hostile Takeovers

Expected Model Model Model Model 
Effect A B C D

English legal tradition H1: + — 2.14*** 2.23*** 1.70***
(4.77) (5.57) (4.29)

Political uncertainty H2: − — −2.01*** −2.07** −.58
(−3.53) (−3.00) (−.66)

Economic uncertainty H2: − — −.06 −.02 .11†
(−0.86) (−.22) (1.72)

Stock market age H3: + — .04*** .05*** .03**
(5.20) (5.28) (3.01)

Stock market age squareda H3: − — −.09*** −.10*** −.06**
(−4.72) (−4.91) (−3.20)

Working days lost to strikesa H4: − — −.08* −.09* −.09†
(−2.44) (−2.26) (−1.80)

Banking restrictions H5: + — — — .18*
(2.49)

Individualism score H6: + — — — 2.66***
(3.94)

GDPa — −.40 −.04 .01 −.01
(−1.27) (−.34) (.11) (−.05)

GDP growth rate — −.03 .02 .05 .13
(−1.51) (.44) (.87) (1.61)

Stock market capitalizationa — −2.05*** −.64*** −.68*** −.67**
(−6.71) (−4.01) (−4.56) (−3.47)

Number of nonhostile — 2.33*** .67** .60** .58**
takeoversa (5.49) (3.13) (3.33) (2.75)

Annual dummies — Included Included Included Included
Industrial composition — Included Included Included Included
Intercept — −2.04 −9.97 −15.13 −40.41
N (number of observations) — 483 483 330 330
Number of countries — 61 61 39 39
Wald chi-square — 687.7*** 1,334.75*** 1,087.65*** 1,714.16***

Source: Authors’ compilation.
Notes: Using generalized estimating equations (GEE) approach for panel data.
z scores are shown in parentheses beneath regression coefficients.
a. coefficient multiplied by 1,000.
*** p < .001; ** p < .01; * p < .05; † p < .10 (two-tailed tests)
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1) Higher than expected number of ties: the dominant steps in the chain of production and/or 
financial flows

2) Frequently reciprocally given credits: markets with current accounts and/or credit flowing 
in both directions

3) Significantly more-than-expected nonzero dyads: asymmetrically organized markets—on 
wool side, a consignment system; on younger silk side, a fluid market with imprecise roles

International
Merchant-Banks

Pisa-based
Merchant-Banks

Domestic
Banks

Silk
Manufacturing

High-Quality Wool

Ritagliatori

Tintori

Lower-Quality Wool

FIGURE 8.1 The Flow of Business in Early-Fifteenth-Century Florence,
Over and Above Shared Social Ties

Source: Authors’ compilation.
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TABLE 8.1 Estimated Size and Percentage Coverage of the Market in Our Sample of Export-Oriented
Industries in Florence, 1427

Seen Bilancia Unseen Bilancia Overall

Trans- Trans- Estimated 
Number Trans- Number actions Value actions Value Total 

Debts of Com- actions Value of Com- Coded Coded Bilanci Coded Coded Credits
Coded panies Coded Coded panies (Estimate) (Estimate) Seen (Estimate) (Estimate) (Florins)

International 1,364 16 25.4% 44.3% 29 19.4% 70.2% 35.6% 23.8% 45.4% 1,418,387
merchant-
banks

Florence and Pisa 1,172 16 31.0 58.0 4 4.3 9.4 80.0 28.7 56.2 535,761
merchant-
banks

Domestic banks 4,194 39 46.9 71.2 14 25.0 66.8 73.6 44.7 70.7 2,150,706

All merchant- 6,730 71 39.1 60.1 47 19.7 64.0 60.2 37.3 60.4 4,104,854
banks

Cloth retail 2,705 26 22.3 50.4 9 12.0 23.1 74.3 21.1 47.5 592,033

Silk production 1,765 37 33.4 81.2 9 20.0 [?] 80.4 33.4 81.2 281,424

Wool production, 1,726 31 48.5 79.4 10 8.9 18.8 75.6 47.6 78.8 359,732
San Martino

(Table continues on p. 202.)
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TABLE 8.1 Continued

Seen Bilancia Unseen Bilancia Overall

Trans- Trans- Estimated 
Number Trans- Number actions Value actions Value Total 

Debts of Com- actions Value of Com- Coded Coded Bilanci Coded Coded Credits
Coded panies Coded Coded panies (Estimate) (Estimate) Seen (Estimate) (Estimate) (Florins)

Via Maggio 434 17 35.7 84.1 10 14.2 35.9 63.0 31.1 75.5 39,058

San Pancrazio 200 6 44.0 59.7 2 — — 75.0 44.0 59.7 23,291

San Pier 108 4 32.9 98.1 5 17.6 31.9 44.1 25.4 66.2 8,127
Scheraggio

All Garbo — 27 37.2 77.3 17 15.6 34.4 61.4 32.3 70.0 70,476

Unknown 795 21 42.3 64.3 18 29.7 98.3 53.8 39.8 67.2 173,080

Total wool 3,263 79 44.3 75.8 45 23.2 68.2 63.7 41.4 75.0 603,288

Cloth 619 10 27.4 47.5 8 32.9 51.6 55.6 28.7 50.0 67,364
Dyers

Totals — 223 34.9 64.2 118 20.3 44.3 65.4 33.4 62.3 —

Source: Authors’ compilation.
a. The percentage of transactions coded for “seen bilanci” companies equals the sum of the number of coded credits/debts for all “seen bilanci” companies in a given
industry, divided by the sum of the total number of credits/debts of those companies in that industry. The same formula was used to calculate the percentage of florin
value for “seen bilanci” companies within each industry. Totals were also coded, whenever they were available from campione summary statements of company records,
for a subset of “unseen bilanci” companies in each industry. The percentage of numbers of credits and of florin values of credits coded for this subset of “unseen bilanci”
was used, within each specific industry, to estimate totals for the remaining companies for which totals information was otherwise lacking. Then this formula was used
for each complete industry, summing coded numbers and values for all companies, as well as estimated total numbers and values, to estimate the overall percentage of
coverage and size of each industry.
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Armed with these attributes of the partners, and with the attributes of
companies both as units of commercial enterprise and as assemblages of
partners, we have been able to examine both patterns in partnership forma-
tion and patterns in the offering of credits and their empirical relationship
to each other.

The Social Bases of Partnership: Family,
Neighborhood, and Social Status
To examine partnership formation, we took a census of all persons active in
each of our industries and coded all possible dyadic pairs (within each indus-
try) for whether or not they engaged in a business partnership with each other.
To repeat, the idea was to probe for connections between kinship networks
and social, geographic, and political affiliations (and the social identities they
confer), on the one hand, and patterns of partnership formation, on the other.
In another paper (Padgett and McLean 2002), we explicitly assess the weight
that each of these networks and affiliations carried relative to each other in
structuring partnership. For present purposes, we simply present in tabular
form an indication of their several relationships, with partner choice broken
down by industry (table 8.2).

Across all industries, the greatest percentage of actually existing part-
nership dyads were formed within status groups. But given that the target pop-
ulation of available partners of similar social status is much larger than the

TABLE 8.2 Early-Fifteenth-Century Florentine Partnerships 
Congruent with Other Social Relations

Flowing Flowing Through Flowing 
Through Extended or Flowing Within 
Nuclear Nuclear Through Status 
Family Family Gonfalone Groups

Banking sector 22.3% 31.1% 16.9% 76.4%
(=66/296) (=92/296) (=50/296) (=226/296)

Wool sector 21.4 31.4 18.5 54.1
(including ritagliatori) (=68/318) (=100/318) (=58/318) (=172/318)

Silk industry 14.3 28.6 20.4 57.1
(=14/98) (=28/98) (=20/98) (=56/98)

Totala 20.2 30.0 18.0 62.0
(=148/732) (=220/732) (=130/732) (=454/732)

Source: Authors’ compilation.
a. Total includes cloth dyeing companies and a few miscellaneous companies in addition to the other cat-
egories enumerated.
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of higher social status, suggesting the kind of master-apprentice model of part-
nership that had been more dominant throughout the economy across all indus-
tries in the mid-1300s.

However, as we cut a little more deeply into the numbers, we can see
more clearly the importance of status and the way it intersected, or crosscut,
neighborhood.23 Table 8.3 focuses on the same-status partner dyads but exam-
ines patterns of within-family and within-neighborhood partnering for the dif-
ferent status groups.24 The differences between status groups, especially
within banking, are quite pronounced. High-status bankers clearly chose high-
status partners from outside their own families to a greater extent than any
other group did. And they chose high-status partners from outside their own
neighborhoods to an even greater extent. Thus, rather than bank partnering
choices being embedded in neighborhood identities in a straightforward way,
they apparently were reflectively constructed to crosscut those identities
where possible. And this other identity that stitched together high-status bank-

TABLE 8.3 Patterns in Same-Status Partnering by Different Status
Groups, by Industry: Differences in Reliance on Family
and Neighborhood in Early-Fifteenth-Century Florence

Dyads from Same-Status Same-Status 
Each Status Partners from Partners from 

Group Same Family Same Gonfalone

Banking sector (76.4 
percent partnering 
within status group)

Magnates and popolani 84.1% 31.6% 15.8%
New men 6.2 71.4 85.7
Unadmitted to priorate 9.7 81.8 27.3

Wool sector (54.1 percent 
partnering within status
group)

Magnates and popolani 69.8 60.0 28.3
New men 24.4 66.7 28.6
Unadmitted to priorate 5.8 n/aa 40.0

Silk industry (57.1 
percent partnering 
within status group)

Magnates and popolani 39.3 81.8 36.4
New men 46.4 38.5 38.5
Unadmitted to priorate 14.3 n/aa 0.0

Source: Authors’ compilation.
a. The absence of family names for most partners unadmitted to priorate makes it difficult to determine
whether their partners were kin or not.
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When we get beyond family, we return to the thornier but more interest-
ing influences of social status and neighborhood. Once again, we explicitly
assess the relative importance of all of these factors for the exchange of credit
elsewhere (Padgett and McLean 2002), but for simple expository purposes,
table 8.4 reports on the extent to which each of them independently appears
linked to concrete exchanges, broken down by sector. Table 8.4 also reports
on the tendency for a credit between two companies in any given market to be
reciprocated with a credit flowing in the opposite direction.

The most striking finding here concerns banks. Whereas citywide social
status identity was invoked to construct elite banking partnerships, neighbor-
hood identity was used to a dramatic extent to construct the credit ties of these
ostensibly most cosmopolitan actors to alter companies. This strategy was
practiced even by a substantial subset of actors not even living presently in
their home neighborhoods (namely, Florentine bankers abroad and merchant-
banking companies in Pisa). On the one hand, “social status” is far too broad
a category to capture how incestuous the giving and receiving of credit really
was at the banking core of the economy, what with its emerging networks of
familially tied companies. On the other hand, it is far too narrow to account
for the volume of status boundary-crossing exchange in numerous markets,

TABLE 8.4 Commercial Credits Flowing Through Social Relations in
Early-Fifteenth-Century Florence

Flowing 
Flowing Through Flowing Within 
Family (Extended Through Status Flowing 

or Nuclear)a Gonfalonea Groupsa Reciprocally

Banking sector 24.8% 41.8% 59.0% 44.8%
(=236/953) (=398/953) (=562/953) (=427/953)

Banking and wool 8.1 22.5 52.9 14.6
(=76/941) (=212/941) (=498/941) (=137/941)

Banking and silk 4.5 20.3 43.6 21.2
(=19/424) (=86/424) (=185/424) (=90/424)

Wool sector 3.0 15.4 47.5 9.9
(including ritagliatori) (=35/1162) (=179/1162) (=552/1162) (=115/1162)

Silk industry 2.0 13.1 30.0 5.2
(=3/153) (=20/153) (=46/153) (=8/153)

Totalb 8.2 22.0 48.4 19.7
(=390/4735) (=1042/4735) (=2292/4735) (=933/4735)

Source: Authors’ compilation.
a. Shared patrilineage, gonfalone of residence, and social status are computed dichotomously as presence/
absence of at least one partner dyad of this type.
b. Total includes cloth dyeing companies and a few miscellaneous companies, in addition to the other 
categories enumerated.
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of the silk-based component of the Florentine economy, spurred on by
domestic bank investment, an organization that was to become solidified
as domestic bankers from the late 1430s on moved more forcefully into
positions of ownership and added silk companies to their portfolios
(Tognetti 2002).

Credit was vital to Florentine companies to an extent that we may find
difficult to comprehend. The volume of debt they carried relative to their
capital—the extent to which they were leveraged—was substantially higher
than is the case for contemporary firms; in other words, they were exposing
themselves to a great deal more risk in the market than we today consider
advisable. These figures are reported in table 8.5. This was particularly true
of banks, both banks overseas and those with a Florentine tavola (branch):
notwithstanding the greater capital invested in these companies by the part-
ners (as the top half of the table indicates), the debt-capital ratio of these
companies was markedly higher than for manufacturing or strictly retailing

TABLE 8.5 Average Capital of Early-Fifteenth-Century Florentine
Companies in Key Industries and Degree of
Indebtedness with Respect to Invested Capital

Corpo Plus All Previous 
Corpo Sopraccorpoa All Previous Plus Personal 

N Only + Profits Plus Inventory Wealth

Average capital (corpo) 
in florins

Merchant banks 23 5,080 5,751 6,973 8,910
Domestic banks 24 6,375 9,941 10,119 12,574
Cloth retail 21 4,305 5,348 7,102 7,141
Silk 25 3,568 3,928 4,851 5,227
Wool, San Martino 30 3,239 3,654 4,373 4,658
(high-quality)

Wool, other 24 2,030 2,233 2,517 2,681
(lower-quality)

Average leverage 
(total debt/capital)

Merchant banks 12 5.42 4.98 3.62 2.77
Domestic banks 14 4.93 3.29 3.20 2.36
Cloth retail 14 2.20 1.66 1.15 1.14
Silk 19 0.94 0.86 0.66 0.60
Wool, San Martino 23 1.17 1.04 0.84 0.79
Wool, other 16 0.54 0.48 0.41 0.37

Source: Authors’ compilation.
a. Sopraccorpo designates lump-sum payments to companies, by partners or others, distinct from start-up
capital, yet expressly designated as additions to the capital base of the company.
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involve tangible or material links, such as the physical infrastructure that 
connects the distribution networks of local producers seeking to reach wider
markets (for example, local telephone companies interconnecting to offer
longer-distance service) or to smooth out local imbalances in supply and
demand (for example, networks of regional electric-power producers cooperat-
ing to balance supply and demand across Canada and the United States). Finally,
a diffuse form of symbiotic mutualism occurs when visibility and legitimacy are
accorded to clusters of differentiated firms (such as stores located in antique, art,
or other specialized shopping districts in cities, or high-technology firms located
in industrial parks or particular regions of the country).3

In the sections that follow, we explain how overlaps and non-overlaps in
organizational domains create a system of competitive and mutualistic relations
between organizations.

Commensalism
(Relations Between Similar Organizations)

Symbiosis
(Relations Between Dissimilar Organizations)
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Pure Competition

• Head-to-head battles between pairs of 
organizations or among small groups of 
organizations (direct competition)

• General resource squeezing by groups of 
organizations whose resource demands 
are large relative to the environmental 
carrying capacity (diffuse competition)

Asymmmetric Symbiotic Relations

• Predation: one organization or one group 
of organizations feeding off another 
(direct or diffuse relationship)—the prey 
provides sustenance to the eater

• Parasitism: one organization benefiting 
from another (direct relationship)—the 
host provides resources (may be 
nonlethal to the host), shelter, or 
distribution for the parasite; the parasite 
provides some service for the host

Commensalistic Mutualism

• Coalition formation or sociopolitical 
legitimation derived from joint activity 
by groups of similar organizations 
(direct mutualism)

• Cognitive legitimation derived from 
sheer numbers of organizations (diffuse 
mutualism)

Symbiotic Mutualism

• Customer and supplier relations (direct 
mutualism)

• Coalition formation or sociopolitical 
legitimation derived from joint activity 
by differentiated communities of 
organizations (direct mutualism)

• Visibility and legitimacy accorded 
differentiated communities of 
organizations (direct mutualism)

FIGURE 9.1 Forms of Relations Between Organizations

Source: Authors’ compilation.

1753-09 Ch09.qxd  12/18/03  09:27  Page 232



THE SOCIOLOGY OF THE ECONOMY

250

TABLE 9.1 Descriptive Statistics for California Savings and 
Loan Associations, 1977 to 1986

1 2 3 4 5 6 7

Mean 1.65 587.90 0.025 5.41 183.40 48.40 61.77
Standard deviation 31.43 1674.00 0.156 12.99 23.80 11.69 12.92

1. Net income — 0.208* −0.018 0.448* −0.212* 0.006 0.100*
2. Assets — — −0.019 0.772* −0.399* 0.015 0.040*
3. Firm failure — — — 0.002 0.012 0.026 −0.059*
4. Overlap density — — — — −0.626* −0.014 −0.104*
5. Non-overlap 

density — — — — — −0.002 0.728*
6. Overlap mass — — — — — — 0.002
7. Non-overlap mass — — — — — — —
8. Size-localized — — — — — — —

overlap density
9. Size-localized — — — — — — —

non-overlap 
density

10. Size localized — — — — — — —
overlap mass

11. Size-localized — — — — — — —
non-overlap mass

12. Age — — — — — — —
13. Bank density — — — — — — —
14. Diversification — — — — — — —
15. Housing sales — — — — — — —
16. Interest-rate gap — — — — — — —

Source: Authors’ compilation.
Note: These statistics were calculated on pooled cross-sectional and time-series data comprising 
3,740 observations on 315 savings and loan associations operating in San Francisco, San Diego, or 
Los Angeles between 1977 and 1986.
* p < .05

Finally, table 9.4 shows event-history analyses of the impact of domain
overlap on thrift failure rates. As with our analyses of organizational per-
formance and growth, this table shows clearly that domain overlap decreases
survival chances (that is, it increases failure rates). All parameter estimates
for the theoretical variables—no matter how they are measured—are posi-
tive and statistically significant, offering consistently strong support for
hypothesis 3.

A final consistency to note in our results is that the effects of the non-
overlap variables on economic performance, growth, and survival are always
opposite to those of the overlap variables, as anticipated by hypotheses 4, 5,
and 6. These results, which hold across all three outcomes and all four measures,
support the notion that organizations of the same form in non-overlapping
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niches help rather than harm each other, either through the symbiosis created
by complementary differences or through the commensalism created by com-
monality of interests (Hawley 1950, 29–38). Further, these results indicate
that the mutualistic effects of non-overlap greatly outweigh any competitive
effects that may arise because the eight domain sectors are partial substitutes
for each other or are similar with respect to resource requirements. Increases
in the number of organizations that do not overlap with the focal organiza-
tion’s domain always improve that organization’s economic performance,
accelerate its growth, and lessen its chances of failure.

One important assumption we make in these analyses is that all organiza-
tions with overlapping domains create an equal amount of competition for any
focal organization, so that each competitor has an equally strong negative effect

8 9 10 11 12 13 14 15 16

0.006 188.78 0.002 61.82 29.13 3.48 0.504 4.01 1.65
0.001 18.61 0.008 12.92 29.13 0.921 0.163 1.067 1.89

0.206* −0.025 0.189* 0.100* 0.099* −0.036* 0.041* 0.069* −0.019*
0.970* 0.049* 0.932* 0.040* 0.369* 0.062* −0.057* −0.023 0.037*

−0.028 0.001 −0.018 −0.059* 0.007 −0.013 0.043* −0.089* −0.015
0.690* −0.102* 0.690* −0.104* 0.435* −0.115* 0.016 0.058* −0.065

−0.272* 0.839* −0.339* 0.728* −0.384* 0.679* −0.385* −0.304* 0.171*
0.035* −0.013 0.067* 0.003 0.208* −0.212* 0.507* 0.306* −0.205*
0.150* 0.856* 0.052* 0.090* −0.185* 0.780* −0.540* −0.126* 0.349*

— 0.157* 0.959* 0.149* 0.282* 0.165* −0.084* −0.056* 0.084*

— — 0.072* 0.856* −0.159* 0.775* −0.475* −0.313* 0.161*

— — — 0.052* 0.308* 0.060* 0.004 −0.004 0.024

— — — — −0.184* 0.780* −0.539* −0.126* 0.349*

— — — — — −0.193* 0.142* 0.121* −0.095*
— — — — — — −0.666* −0.651* 0.544*
— — — — — — — 0.404* −0.417*
— — — — — — — — −0.377*
— — — — — — — — —
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TABLE 9.2 The Effects of Domain Overlap on the Economic
Performance of California Savings and Loan
Associations, 1977 to 1986: Feasible GLS Estimates

Model 1 Model 2 Model 3 Model 4

Net incomet−1 0.521*** 0.555*** 0.449*** 0.448***
(0.033) (0.033) (0.033) (0.032)

Overlap density −0.184*** — — —
(0.054)

Non-overlap density 0.154* — — —
(0.067)

Overlap mass — −0.143* — —
(0.070)

Non-overlap mass — 0.013 — —
(0.115)

Size-localized overlap — — −0.755*** —
density (0.179)

Size-localized — — 0.123* —
non-overlap density (0.064)

Size-localized overlap  — — — −0.046***
mass (0.008)

Size-localized — — — 0.105***
non-overlap mass (0.031)

Asset portfolio

Residential mortgages −0.037*** −0.028*** −0.030*** −0.044***
(0.003) (0.003) (0.004) (0.003)

Nonresidential 0.046*** 0.046*** 0.041*** 0.033***
mortgages (0.008) (0.008) (0.009) (0.008)

Mortgage-backed −0.065*** −0.055*** −0.067*** −0.057***
securities (0.005) (0.005) (0.005) (0.005)

(Table continues on p. 253.)

on organizational performance and survival, and each non-overlapping organi-
zation has an equally strong positive impact. However, some firms may exert
different patterns of influence, for reasons we do not capture here. Models of
multimarket contact and competition predict that firms that meet in multiple
markets (multiple domain sectors) do not compete as strongly against each other
as firms that meet in a single market. Instead, firms that operate in multiple mar-
kets will refrain from aggressive action against the competitors they meet in
multiple markets because they fear retaliation. Ironically, because possible harm
from aggressive action is greater among rivals who meet in multiple domain sec-
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Consumer non- 0.143*** 0.138*** 0.144*** 0.153***
mortgage loans (0.018) (0.018) (0.019) (0.017)

Commercial non- −1.151*** −1.203*** −1.197*** −1.267***
mortgage loans (0.181) (0.179) (0.179) (0.176)

Direct investments 0.422*** 0.318*** 0.320*** 0.327***
in real estate (0.025) (0.025) (0.026) (0.025)

Cash and investment 0.017** 0.019** 0.014 0.014*
securities (0.007) (0.007) (0.008) (0.007)

Service corporation 
investments 0.078*** 0.077*** 0.085*** 0.089***

(0.013) (0.013) (0.013) (0.013)

Fixed assets 1.103*** 1.111*** 1.103*** 1.069***
(0.112) (0.112) (0.113) (0.109)

Other assets −0.098*** −0.098*** −0.101*** −0.092***
(0.020) (0.020) (0.020) (0.019)

Age 0.832 −0.764 0.887 −0.356
(1.390) (1.462) (1.390) (1.460)

Bank density 0.191 2.611 −0.240 −0.888
(3.954) (4.164) (3.955) (4.060)

Housing sales 3.075*** 2.529 3.227*** 1.270
(0.762) (1.453) (0.762) (1.460)

Interest-rate gap 0.365 0.596 0.412 0.585
(0.392) (0.389) (0.392) (0.391)

R-squared 0.23 0.22 0.22 0.23

Source: Authors’ compilation.
Notes: Standard errors are in parentheses below point estimates. To procure consistent estimates in the
presence of autocorrelation, we estimated the lagged dependent variables using instrumental variables and
used this estimate in our analyses.
* p < .05; ** p < .01; *** p < .001 (two-tailed t-tests)

TABLE 9.2 Continued

Model 1 Model 2 Model 3 Model 4

tors than among rivals who meet in a single domain sector, actual harm from
aggression is weaker. Fear of great reciprocal harm forestalls opponents who
meet in multiple domains from using their strongest weapons against each other.
In this case, the competitive interaction between two organizations with over-
lapping domains would decrease with the number of domain sectors in which
they meet. Our assumption of equal competitive pressure is consistent with past
research on domain overlap, and exploring the possibility of the mutual for-
bearance caused by multimarket contact is beyond the scope of this chapter. Yet
an extension of this model to address the nature and impact of multipoint con-
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TABLE 9.3 The Effects of Domain Overlap on the Growth of 
California Savings and Loan Associations, 1977 to 1986:
Feasible GLS Estimates

Model 1 Model 2 Model 3 Model 4

Log (assets)t−1 0.481*** 0.412*** 0.470*** 0.477***
(0.024) (0.026) (0.024) (0.024)

Overlap density −0.003*** — — —
(0.001)

Non-overlap density 0.002** — — —
(0.001)

Overlap mass — −0.007*** — —
(0.001)

Non-overlap mass — 0.002** — —
(0.001)

Size-localized overlap density — — −0.286** —
(0.103)

Size-localized non-overlap density — — 0.003** —
(0.001)

Size-localized overlap mass — — — −0.001*
(0.000)

Size-localized non-overlap mass — — — 0.002**
(0.001)

Diversification index − 0.091 −0.271*** −0.057 −0.061
(0.075) (0.079) (0.072) (0.072)

Age 0.068*** 0.076*** 0.076*** 0.061***
(0.011) (0.012) (0.011) (0.012)

Bank density 0.055* 0.024 0.048* 0.043
(0.027) (0.028) (0.026) (0.028)

Housing sales 0.024*** 0.021* 0.024* 0.024*
(0.012) (0.012) (0.012) (0.012)

Interest-rate gap 0.007*** 0.008*** 0.007** 0.007**
(0.002) (0.002) (0.002) (0.002)

R-squared 0.32 0.31 0.32 0.32

Source: Authors’ compilation.
Notes: Standard errors are in parentheses below point estimates. To procure consistent estimates in the
presence of autocorrelation, we estimated the lagged dependent variables using instrumental variables and
used this estimate in our analyses.
* p < .05; ** p < .01; *** p < .001 (two-tailed t-tests)
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TABLE 9.4 The Effects of Domain Overlap on the Hazard Rate of
Firm Failure Among California Savings and Loan 
Associations, 1977 to 1986: Gompertz Models

Model 1 Model 2 Model 3 Model 4

Constant 0.251*** 0.267*** 0.218*** 0.225***
(0.051) (0.062) (0.040) (0.024)

Overlap density 0.039*** — — —
(0.011)

Non-overlap density −0.045*** — — —
(0.011)

Overlap mass — 0.021** — —
(0.010)

Non-overlap mass — −0.030** — —
(0.017)

Size-localized — — 15.020*** —
overlap density (4.547)

Size-localized — — −0.046*** —
non-overlap density (0.011)

Size-localized — — — 0.010**
overlap mass (0.005)

Size-localized — — — −0.034*
non-overlap mass (0.017)

Age 0.006 0.003 0.003 0.008
(0.005) (0.003) (0.004) (0.008)

Asset portfolio
Residential 0.002** 0.001** 0.003* 0.001*

mortgages (0.000) (0.000) (0.001) (0.000)

Nonresidential 0.002* 0.002* 0.004** 0.004***
mortgages (0.001) (0.001) (0.002) (0.001)

Mortgage-backed −0.004** −0.004** 0.004** −0.004**
securities (0.002) (0.002) (0.002) (0.002)

Consumer non- −0.010** –0.008** −0.010* –0.010**
mortgage loans (0.005) (0.004) (0.006) (0.005)

Commercial non- −0.038*** −0.026*** −0.050*** −0.029***
mortgage loans (0.007) (0.005) (0.009) (0.008)

Direct investments 0.008 0.011 0.008 0.010
in real estate (0.006) (0.007) (0.006) (0.006)

Cash and investment −0.006*** −0.006*** −0.004** −0.006***
securities (0.002) (0.002) (0.002) (0.002)

(Table continues on p. 256.)
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Service corporation 0.008** 0.008** 0.007* 0.007*
investments (0.004) (0.004) (0.004) (0.004)

Fixed assets −0.030 −0.025 −0.047 −0.027
(0.023) (0.022) (0.026) (0.022)

Other assets −0.008 −0.005 −0.008 −0.007
(0.007) (0.007) (0.007) (0.007)

Bank density −2.717*** −3.487*** −2.217*** −3.507***
(0.461) (1.112) (0.487) (1.107)

Housing sales −15.120*** −19.020*** −13.030*** −18.400***
(2.458) (4.255) (2.472) (4.288)

Interest-rate gap 0.118*** 0.007 0.117*** 0.006
(0.061) (0.055) (0.060) (0.054)

χ2 75.49 62.54 72.63 62.53
Degrees of freedom 16 16 16 16

Source: Authors’ compilation.
Notes: Standard errors are in parentheses below point estimates. These models were estimated on 3,256
observations covering 232 thrifts and 106 failure events.
* p < .05; ** p < .01; *** p < .001 (two-tailed t-tests)

TABLE 9.4 Continued

Model 1 Model 2 Model 3 Model 4

tact would be worthwhile. The extension could design measures of domain
overlap and non-overlap that are sensitive to the system of mutual forbearance
that develops among multipoint rivals. This would involve weighting the com-
petitive effect of rival j by a declining function of the number of markets in
which j and the focal firm i meet.

Conclusion
A fundamental concern of organizational theory is relationships between orga-
nizations and their environments, which are largely composed of other orga-
nizations. Organizations interact with each other in many ways, but their
interactions can usually be classified as either competitive or cooperative (mutu-
alistic). In this chapter, we have examined interactions among organizations in a
single industry whose domains overlap. That is, we focused on organizations that
sell similar products and target the same pool of clients. Because their products
and prospective clients are similar, these organizations have similar resource
requirements. We argued that domain overlap increases competition for scarce
resources, while non-overlap (the absence of domain overlap) facilitates mutu-
alistic, cooperative outcomes. We explored empirically how the nature of the
relations between organizations affects organizational financial performance,
growth, and failure. We argued that competitive interactions worsen performance
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Concord

Danville

El Cerrito

Hayward

Lafayette

Mill Valley

Oakland

Pacifica

Palo Alto

Pleasanton

Redwood City

San Carlos

San Francisco

San Jose

San Leandro

San Mateo

San Rafael

San Ramon

Santa Clara

South San Francisco

Sunnyvale

Vallejo

Walnut Creek

TABLE 9A.1 Example Calculations for Domain Overlap and 
Non-Overlap Measures

Thrift Thrift Thrift Thrift Thrift Thrift 
Domain Sector (Market) A B C D E F

Residential mortgages 23 4 10 12 4 22
Nonresidential mortgages 8 5 3 0 0 3
Mortgage-backed securities 15 8 1 0 0 0
Consumer nonmortgage loans 9 2 1 0 1.5 0
Commercial loans 4 1 1 0 0 0
Direct investments in real estate 8 0 0 0 0 10
Corporate and government securities 9 0 1 0 0 0
Service corporation subsidiaries 4 0 1 0 0.5 0
Overall firm size (millions of dollars) 80 20 18 12 6 35
Overlap density 2.38 3.00 2.86 5.00 3.33 3.00
Non-overlap density 2.63 2.00 2.14 0.00 1.67 2.00
Overlap mass 21.03 26.01 45.42 67.00 52.96 38.81
Non-overlap mass 69.97 124.99 107.58 92.00 112.04 97.19

Source: Authors’ compilation.
Note: Rows 1 through 8 show the dollar value of investments by each thrift in each domain sector. Row 9
shows the total size of each thrift (total investments across all eight domain sectors). Rows 10 through 13
show the values for four measures of domain overlap and non-overlap, which are calculated using the for-
mulas provided in the text.

We thank seminar participants at the University of California at Berke-
ley, the University of Chicago, the University of Alberta, Cornell Uni-
versity, Carnegie-Mellon University, and the University of Utah for their
constructive comments. We also thank Joel Baum for his collaboration
on an earlier version of this chapter.
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legitimacy—its “taken-for-grantedness” as the appropriate arrangement for
carrying out a set of activities (Carroll and Hannan 1989). We extend this
argument to suggest that comparing the relative density of organizational pop-
ulations operating in the same field at the same time provides a good indica-
tor of how these forms are faring in the competitive struggle for patients,
dollars, and legitimacy. How were the five organizational forms doing rela-
tive to one another in the San Francisco Bay Area between 1945 and 1995?

Figure 10.1 reports changes in density for four of the five populations of
interest. Eighty-two hospitals existed in the Bay Area in 1945, and eighty-two
were still operating in 1992. (Of course, these were not necessarily the same
hospitals.) As the Bay Area population tripled during this period, hospitals
increased in numbers to a peak of one hundred fifteen in 1965 before begin-
ning their slow but continuing decline. Indeed, those still surviving were
shrinking: their capacity utilization dropped from about 75 percent to under
65 percent during this period. By contrast, the number of HMOs increased
from only one provider in 1945 (one of the two original branches of Kaiser
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FIGURE 10.1 Bay Area Organizational Health Care Populations,
1945 to 1992

Source: Scott et al. (2000, 89). © The University of Chicago Press, 2000. Reprinted with permission.
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4. Structural isomorphism: The extent to which organizational actors con-
form to a single or limited number of archetypes or structural models

5. Coherence of organizational (population) boundaries: The extent to which
organizational forms in the sector exhibit clear, well-demarcated boundaries

6. Consensus on institutional logics: The extent to which central actors
embrace and adhere to the same general beliefs and recipes for action

7. Organizational linkages: The extent to which there is a relatively high
number of formal linkages among organizational actors

8. Clarity of field boundaries: The extent to which field actors are insulated
from intrusions by “external” actors and logics

Using empirical evidence from our description of changes in the health care
sector, we can broadly characterize the state of the field on each indicator during
the three eras identified. Our conclusions are summarized in table 10.1. The gen-
eral trend across the three eras is one of increased destructuration. Governance
structures have become less unified. Structural isomorphism has been reduced so
that a greater diversity of organizational forms now operate in the field. The
coherence of organizational boundaries has been greatly reduced, and many
blended and hybrid forms have been created. Consensus on institutional logics
has been reduced: patients are confused by the multitude of plans; providers are
less secure in their practice arrangements; and there is disagreement as to how
health care should be funded. Field boundaries have become more permeable.
The health care sector is no longer seen as a distinctive and protected arena and
is more subject to external influences and alien logics and actors. Destructuration
of the field has proceeded in all these ways during the past fifty years.

On the other hand, such processes are complex and do not all move in the
same direction or at the same pace. Centralization of funding—an important

COMPETING LOGICS IN HEALTH CARE
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TABLE 10.1 Field Dimensions and Institutional Eras

Professional Federal Market 
Dominance Involvement Orientation

Funding centralization Low High Med
Unity of governance High Med Low
Public/private mode of governance Low Med Med
Structural isomorphism High Med Low
Coherence of organizational High Med Low

boundaries
Consensus on logics High Med Low
Organizational linkages Low Med High
Clarity of field boundaries High Med Low

Source: Scott et al. (2000, 362). © The University of Chicago Press, 2000. Reprinted with permission.
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twenty-year period sampled. The median number of stories per year is 50, with
a minimum of 9 (in 1980) and a maximum of 86 (in 1999).

A Way to Cope with Bereavement

Between 1830 and 1870, life insurance companies justified their product as a
way of coming to terms with death. Far more than a financial safety blanket,
life insurance was a consolation “next to that of religion itself” (quoted in
Zelizer 1992, 294). In the first issue of the American Life Assurance Magazine
(1860), Morris Franklin asserted that life insurance could “alleviate the pangs
of the bereaved, cheer the heart of the widow and dry the orphan’s tears.”

The florid prose style is no longer in fashion, but UNOS makes the same
argument about becoming an organ donor:

At the time of your death, your family will be asked about organ donation. Shar-
ing your decision with your family will spare them the added burden of having
to guess your wishes at a difficult time. . . . Carrying out your wish to save other
lives can provide your family with great comfort in their time of grief. (United
Network for Organ Sharing 1999)

80

60

40

20

0

N
um

be
r 

of
 N

ew
s 

It
em

s

1980 1982 1984 1986 1988 1990 1992 1994 1996 1998

Year

FIGURE 12.1 New York Times News Items on Organ Transplantation
or Donation, 1980 to 1999

Source: Author’s compilation.
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total coverage) with the story of Baby Fae, the “baby with the baboon heart.”
It remained high throughout the 1980s. Most of these stories were about chil-
dren getting transplanted and (often) dying shortly afterward. By 1995 cover-
age of children had fallen to about 7 percent of total coverage, and it would
stay there. The era of transplant “poster children” in the 1980s may have done
much to acquaint people with organ donation.

We might be inclined to think it quite natural that organ donation should
become a part of the mourning process for a family member lost in an acci-
dent. This would be a mistake. Indeed, in the early 1980s it was not clear to
those involved whether a request for organs would make things better or worse
for the grieving family. Writing in 1985, Arthur Caplan (1987, 264) noted that
“often the [nursing] staff may be concerned about the impact of the donation
request on the acutely grieving family and may preclude the family’s oppor-
tunity to donate [by not asking].” Integrating organ donation into grieving
required a good deal of cultural work. A combination of survey research con-
ducted by the OPOs, widely circulated firsthand testimony from donor fami-
lies, and required request laws that deprive nurses of any discretion in the
matter have essentially eliminated the idea (at least among transplant profes-
sionals) that a sympathetic request for organs could cause harm.3
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FIGURE 12.2 New York Times News Items About Infants and
Children as a Percentage of All News Items About
Organ Donation or Transplantation, 1980 to 1999

Source: Author’s compilation.
Note: Percentages are based on a smoothed (running median) plot of the number of such stories.
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sistently increased since the late 1980s. Figure 12.3 shows a smoothed plot of
the number of New York Times news items mentioning financial incentives for
organ donation over a twenty-year period, as a percentage of all stories about
organ donation. The jump in coverage around 1983 and 1984 was caused by
early reports about people trying to sell their kidneys and the subsequent pas-
sage of the National Organ Transplantation Act of 1984 (which banned the
sale of organs). After the act passed, news items about organ sales or financial
incentives remained at about 5 percent of all organ donation stories for sev-
eral years. Beginning in 1990, coverage began to climb again. Later items tend
to be policy-oriented discussions of financial incentives as a potential solution
to the organ shortage rather than news stories about organ sales.8

It is interesting to ask whether the rise in “market talk” about donation is
related to the fall in the relative number of stories about infants and children and
transplantation. One interpretation is that children are an index of the sacred.
Since the late 1980s, transplants have become more and more routine (from a
medical point of view). At the same time, demand pressure on the system has
increased severely. Associating organ transplants with children might have
made them more palatable initially, but such associations might be a liability in
the context of a severe shortage and the possibility of a market for organs.
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FIGURE 12.3 New York Times News Items Mentioning Financial
Incentives for Organ Donation as a Percentage of All
News Items About Organ Donation, 1980 to 1999

Source: Author’s compilation.
Note: Percentages are based on a smoothed (running median) plot of the number of such mentions in
headlines or lead paragraphs.
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