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An exchange of ideas about knowledge
governance: seeking f irst principles and
microfoundations

'li'ppo 
Felin ond l.O. Sltetult'r

10.1. Teppo Felin (Henceforth Teppo):

First ,  le t  me thank the Oxford Univcrs i ty  l ) ress anci  the edi tors,  Nicola i

Foss and Snej ina Michai lova,  for  a l lowing L ls  to engage in t l ' r is  in forrnal ,

unusual ,  ancl  we l toyrc,  in format ivc in teract io t t  ancl  txchat tge of  ideas.
' I i r  

get  us going,  lc t  me pr( )posc a few points ar tc l  posi t ions that  rn ight  be

worth pursuing.  l 'hese are in forntec l  bv what  Nicola i  labels the 'knowlcdge

govcrnance approach' (KGA) ( l ross 2007)-which Isce as an at tcmpt to

focus on some funciamental issucs in the arca ttf knowledgc management
(KM);  that  is ,  issncs which have herctofore receivecl  re lat ive ly  l i t t le  at ten-

t i on .  So  l e t  n r c  s ta r t  w i t h  t h ree ' f i r s t  p r i nc ip les ' t ha t  m igh t  ancho r  ou r

d iscussion in  KN{ r } rorc gener i } l ly  ar td the KGA i r t  l tar t icu lar .  
' [ 'hese 

thrcc

points in  esscnce re l ) rcscnt  areas of  rcsearch that  descrvc n lore at tcnt io t l

in  knowledge-basecl  arguntents of  the hrm, ancl ,  the K( iA may indeecl

prov ic le a vehic le for  ac lc l r t 'ss ing thcrr .

| i rs t ,  'microfoundat ions '  are t te tc lc t l  lor  k t torv lcdge-re lated argul l le- I l t \

per ta i r r ing to organizat ions.  I lv  rn icrofounclat ior- ts  I  mean there is  a t te t ' t l

to understancl various indir. ' icltral-lc.r 'cl factctrs in knowledge creal i( )tt

ancl  pnrc l - rc t ion:  abi l i t ics,  dcc is ion-rnaking,  act ions,  bel ic fs ,  cxpcctat i  o t t  : .

in tcrcsts,  i rnaginat ion,  prcferences,  and so for th.  
'1hus,  

rathcr  that l  asst t t t i l

inc l iv iduals arc s i rnplv  hcavi ly  socia l ized towar( l  pcrcc iv i t tg  t l ' t t ' i r  t r r r  i r ,  rn-

me'nts in  a cer ta in wa1' ,  the KM l i terature would bcnef l t  f r t t t t l  s t l t r t t r l {  , ' t r t

f rom lower- lcvc l  not ions and systemat ica l ly  bui ld ing tht 'or r  t tpr r . t r t is  to
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runderstancl how macro, knowledge-relatecl otttcomcs emerge ancl form

from these micro level  antcce 'dents.  
' l 'h is  

rn icrofounclat ions progrant  and

intu i t ion shares rnuch wi th the socia l  thcor l '  p ioneerecl  bv. f  an ' rcs (  .o lenran
(1990 ,  c f .  I j c l i n  and  Foss  2 (X )6 ) .

Second,  bui lc l ing on tht -  abol 'c ,  th t '  kev rn icroforrnc lat ions of  organizu-

t ion ancl  organiz ing ancl  KlVl  arc inc l iv i r l t ta ls .  lhat  sa ic l ,  I  recogt ' t izc that

. lC l  has  he lpec l  p i onee r  u  ve rs io r r  o f  K \ l  t l u r l  t oc t r ses  r l t r i t e  heav i l v  r t n  c< t l -

l ec t i ve  i ss t t cs ,  pc rhaps  a t  t l r t ' t ' r p t ' t t s c  o l  i t t t l i v i r l r r a l - l c ve l  l ac t r t r s  < t r  t n i c r r l -

f o t t nc la t i ons  (Spen r l c r  l t ) ( ) r r t .  I  l r i ' . t t t . i l r  s i s  t l r . r t  l r L r i l t l s  o r t  | (  
' s  t t ' ' o r k ,  s t t ch  as

his wic le lv  t tser l  n l t t r i r  o f  knotr  l t ' t l ! r '  l \ ' l ) i ' \  r \ l tcr t t le  r  l ( ) ( ) .1) ,  \ ( 'erns t r l  h i tve-

cc rn t i nued  a long  th i s  he . r v i l v  r o l l t ' c t i i  i s t  r ou te  ( l r e l i r t  a r t c i  l l es te r l l '  2007 \ .

l l u t ,  i t  n ' ou l t l  se t ' r r r  t l r . r t  , r  r t , t t t r r ; t l ,  r l t ' \ t  s t c l )  i s  t o  cxp l i ca te  t hc  unc le r l v i t l g

r -n icrofouncl r r t ior rs  o l  K\ f  .  ln  ot l ter  l t 'orc ls ,  thc nat t r ra l  prrogrcssion of  thc

KNI freld reclrrires that it nrove toward unclerstancling fl lc ori,girt.s ttrtt l  sourc(s

of  where knowlecige res ic lcs as wel l  as tc lwarc l  an undcrstar- rc l ing t l f  hr tw

knowledgc c levelops and t ransfers.  r \ l l  th is  iml t l i t 's  a rcncwecl  foct ts  <tn thc

rc lcvant  microelcmcnts,  of  how thcsc nt icro- ,  inc l iv id t ra l - levc l  c lernents

crcatc ancl  aggregate up to thc r lacro- ,  organizat ional - le 've l .  [ t  n t ight  bc

worth not i r . rg a s i rn i lar  progression in  thcorct ica l  uncle rs tancl ing,  f ronr  the

lnacro-  to morc microelements-gencral lv  seen as a shi f t  f r t ln t  macro-

erxplanatorv var iables to nr icro-cxplanatorv var iable.s-has a lso <-rcct t r rcc l

in  r rurncrous other  d isc ip l ines where progrcss has l tccn rnacle.  I ' l ls tcr  in  fact

a rgucs  tha t ' sc i cncc  l ) r og rcsscs  t h rough  r cd t r c t i on ' ( l r l s t c r  l 9 f l ( ) ) .  I  shou l c l

no t c  t l l r t  t l r t ' sh i f t  t r r n . l r r t l  t l r c  r r r i c ro l cv r ' l  i s  l c ss  u  c r i t i q r r c  o f  t l r t ' r l o r k  t ha t

[ ( .  anc l  o t l r c r s  l r , r r  t '  J r i , r r r t ' t ' r t ' r l .  r , t t l r t ' r '  r t  r s  l n ( ) f ( '  o t  , t  n ; t t t t l t l  ; t t t t l  t t c cessa rv

l t e x t s t e l ) i r t l r t ' l p i r t l l l \ l t t t ( i ( r ' \ l . t r t i l  t l t , , r r i { t t ) : r r l  f l 1 1  t o l l q ' r . 1 1 . r ' k r l o w l e c l g c

s t ruc tu res  t h ; t t  h l t v t  i r l l n  r r l r ' t  r  , l

Thc  t h i r c l  po in t  i s  t l t , r t  . i  t r ) r  r l \  , 1 ' �  ' r  ,  I  , r  ,  t r r L l . r l  j ons  s t J r - c ' c l t '  l l r ec l t t c l e ' s
o r  c l en ies  t he  i r - npo r t i t t t r ' t '  , t n t i  r ' \ r \ 1 ! ' l r r  L  ' t  ' l t t '  : o r ' i , t l  c t lV i r c l t lmcn t  i n

wh ich  i nd i v i dua l s  a rc  e  n rbe t l t l t ' r l .  I n  r r t l 111  i . ,  r , 11 l s  rn  j c ro fou t t c l a t i o t t s  t t t t gh t

a l so  t o  bc  h igh l y  sens i t i v c  t o  t l r e  1 . r r  t  I  l r . r t  i r r d i r  i c l t r a l - l c ' " ' c l  ac t i v i t i es
(or  ; l rc fcrc 'nces,  in terests,  ancl  so for t l r  |  , i l r  1r1te l r  neccssar i lv  l turst t t -c l  i t t

co l l cc t i vc  se t t i ngs ,  r ' ' i a  co l l cc t i vc  ac t i o r t .  l l r . r t  i s ,  n ' h i l c  i n i l i v i c l t t a l s  n tav

havc prcfcrences,  in tcre-sts ,  ancl  c l rcants t l r , r t  thev l tc lpc t t t  real izc,  t l - tc

actr , ra l izat ion or  real izat ion c l f  these int t ' r t 's ts  of fc t t  cat t  t ln l l 'hapl tc t t  v i l t

co l lect ive act ion,  r ' ia  an organizat ion.  In  lnot l t ' rn  socie ' t l ' ,  co l lect ive act io t t

and r l rganizat ion provic le thc kcv vchic le.s  throt rg l t  I r ,h ich manv mcaning-

fu l ,  large-scalc,  innovat ivc,  ancl  va luablc act i r  i t ics are accot t ' t l t l ishecl .  A kev

point  then is  that  inc l iv ic l t ra ls  nc.cc l  to  negot iat r .  ancl  in teract  lv i th  othcrs

to cnsure that  in terests arc a l igne.c l ,  that  in terests ancl  prefere. r tce cohcrc.
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' l ' h i s  
t ype  o f  ' po l i t i ca l '  nego t i a t i ng  anc l  coa l i t i on  bu i l c l i ng  was  impor tan t

to  t h t -  ea r l y  ( i a rneg re  sc .ho< t l  (Va rch  l r ) 62 ) ,  l t t r t  t l u r t  i n tu i t i r ) n  seems  to
havc been lost  in  rn<tre recent  thcor ies of  r t rganizat ion.

",O.2. 
lC 5pender (Henceforth lC):

( )K ' l 'eppo,  lc t 's  scc i f  we arc headecl  in  the same c l i rcct ion l rcr r , .  \ i r r r
c l f fer  us three pr inc ip les-hrst ,  a  f< lcr ts  on microfounclat io ls ;  \ r ( ( )1(1,  1t ( ,
assumpt ion that  thesc are whe' rc  inc l iv iduals are,  ancl  t l - r i r r l ,  t l r l r t  \ \ ( ,  l l ( , ( , ( t
no t  l eave  the  n rac ro l cve l  beh ind .  I canno t  he lp  b t r t  ag rcc  n i t l r  t l r cs r
p r i nc ip les ,  bu t  pc rhaps  no t  i r . r  t he  wav  vou  wan t  me  to ;  s ( )  l c t  l l t ( , \ t i l r t
in  bv responcl ing to vour  f r rs t  t \  ' ( )  l ) ( ) in t \ .

ln  the long t rac l i t i< ' r t r  o l  t lc t l to<lo logical  in i l iv ic l r " ra l isnt  { \11t ,  lpr  t , r ,11-
p le ' ,  t hc  I l avek ia r t  a rg t l l t t e r t t  t ha t  eco l rom ic  anc l  sc l c i a l  t heo r i z i r r !  r r t , t , i 1s
t t l  be grc lut ldet l  i t t  thc t tbscrvable c l raracter is t ics of  ht rntan l r t ' inqs t i r t , r t .
is  much c lebate.  [ t  re f lects a rec luct ionis t  moclc of  cxplan;r t ion t l t . r t  (o1s
back  to  He rac l i t us  anc l  beyond .  You ,  o thc rs ,  anc l  N i co l l r i  t oo  | 1 ,11 r . \ \ r . r t _
ten  to  t h i s  (A r row  1994 ;  l l l s t c r  19U9 ;  Fe l i n  anc j  l r oss  lO (  ) i r  l r r t ,  I r o r r -
l em,  o f  co r l r se ,  i s  t ha t  t hc  suppose l l l l ,  11y1 i1 rg15 r l  t . h i r r . r t t t . r i s t i t s  o t  t l e
inc l iv ic lual  are.  far  f rom scl f -ev ic lent  or  t rndisprr t t , t i  \ lost  r ) l  t1( ,  1r1r
t h o s e  n o w  a p p e a l i n g  t o  \ 1 1  a r t ' a c t t r r l l v  c l o i r r g , r  ' l r . r i t . r n t i  s n ' i t c h , ' c i t -
i n g  H a v c k  b u t  a c t u a l l v  s r r g g c s t i r r r  t h t , i n c l i r r r l t r . r l  t i r t , r  h a v c  i n  m i n c l  i s
t he  fan r i l i a r  f u l l r , ' r a t i r t n l t l  l r o r r r t t  t ' ( t ) t t ( t n t i ( u \  \ i n t t ,Havek ,s  t ime  wc  havc
two substant ia l  a t tacks on th is  pool  i - |1 ;111,  s i rnor- r 's  'bounclec j  rat ional -
i t v ' (F ' oss  200 . ' i )  and ,  more  recen t l r ' , , bcha . , ' i o ra l  econon t i cs ,  l r . amere r
200: l ) .  So I  ncccl  to  know tnore about  thc putat ivc inc l iv idul r l  t rnc ler-
p inn ing  vo r r r  M I  anc l  whv  i nvok ing  he r  o r  h i rn  i s  go ing  to  c l a r i f v
th inss.

Scconcl ,  Iar r  r 'or rccrr rec l  about  K( iA 's  problcmat i t .  \ \ l ru t  c l r rest ion is  i t
t a rge t i ng  anc l  hop in t  t o  r rns rve . r?  Mr , ; r ss r r rnp t i on ,  l r use r l  l a rge l r ' ( ) 1  l l r v
r cac l i ng  o f  N i co la i ' s  co r r s i t l t ' n r l r l t , r ' o r r t r i bu t i on ,  i s  t l r l r t  i t  he ra l c l s  a  new
rounc l  i n  h i s  w res t l i ng  t t t l t t t  l r  n i t l r  1 -o ln r , r l  t , t o t ron t i t ' s  a \  hc  a t t emp ts  t ( )
develop a nontr iv ia l  ther t r r  o f  t l r t  hrnr  , rnt l  l rere I  n 'oulc l  c i te  l )cmsctz 's
c r i t i ca l  assessmen t  o f  t he  c l i s c ip l rn r ' ' s  s i t t r a t i on  ( l ) c rnse tz  l 99 l ;  ( i i bbons
2(x) .5) .  Iarn guessing Foss 's  in tcrest  in  t l ' rc  K( i ; \  s tar ts ,  f i rs t ,  f rorn r r re
Cloasian in tu i t ion that  organizat iorrs  ex is t  bccausc thev arc hprr rc  t9 6r
congenia l  to  \onle knowleclgc phcnclmcna untvpic 'a l  Of  markets,  sr r r .h ls
the exerc isc of  h ierarchical  power,  ancl ,  seconcl ,  i f  we th ink abotr t  th t ,
var ious mocles o l  organizat ional  govcrnancc,  acccl ) t jng l l ( ) \ \ 'e  r  as opppst , t l
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to letting individuals pursue their self-intercst rationally, these seem l'norc
appropr iate to managing such nonmarket  phenomcna.

' l 'his 
kind of distinction between free choice and power has long been

p resen t  i n  W i l l i amson ' s  wo rk  (W i l l i a rnson  1975 ,  191 . t6 )  sc l  i t  m igh t  be
clar i fy ing to ta lk  about  thc d i f f r rcnces between' l ' ( l l r  and K( iA.  Are the
KGA's alternative mocles of govt'rnan('e not focusecl on cost? I)oes poor
governance not  leacl  to  cc 'orrorn i t  rnethc ienc ' r ' /  ( )n thc other  hancl ,  i f  cost
i s  ac tua l l v  de te rm inab le ,  n ' l r r  t l t t , r ' r c r t i s t . o t  1 rou ,e r ,  whv  no t  l e t  ac to rs
choosc ,  app l v i ng  thc i r  l r t t on i l l i t \ . '  \ \  i l l i i unso r t  r vo r r l t l  sav  t ha t  power  i s
I l ecessa rv  beca r r se  \ \ ' ( '  \ ( ' ( '  u l t r t r t i t i l t t \  t r i l l i r l i r t r :  n  i t h  g t r i l c -an  assumec l
c l imens ion  o f  i nd i i  i r l Lu r l s ,  s t rpp l cn rc r r t i ns  t l t t , i r  n r t i on ; r l i t r ' .  \ o  i f  t he  K ( iA
sees  thcn ' i s  r t t o re  t o  i t  t han  op t i r n i z i ng  cos t ,  I s r r spcc t  n ' c  neec l  somc
c la r i hca t i on .  I  r a i se  t h i s  po in t  t l ecause  I  suspec t  t he  n rn , t h t ' < tn ' o f  t he
hrnr  r 'vc a l l  have in mincl  here ma1,  wel l  address thc quc.st ion last  scr i -
ously . ' f ramcd,  as far  as lam aware,  bv Oycr t  and March.  ( )n pagc 16
of  thei r  c lass ic  ( ( iyer t  and March 196.1) ,  thev suggest  a v iable theorv of
the firm-definecl as one useful to practicing ntanagers-woulcl also bring
microeconomics together  wi th organizat ion theory ( ( ) ' l ) .  Hence,  I  hope
the K(lA's agencla is a move towarcl such a theory for I scc OT todav as an
endangerecl  c l isc ip l inc.  On one f lank the RRV advances i ts  neo-ect tnomic
reasoning against thc ancient art of strategv, on the' other, the survivors'
rc t reat  in to organizat ional  psvchologv ancl  OB is  cut  of f  bv economics 's
nelv t rehaviora l  analvs is .  Wherc are we to look for  a dcfensib le basis
for  ( ) ' l '?

. l b  
sea rch  i n  t l t e  k r ron  l t ' r 1 r I t '  l r . l l r i l ! ( ' n r ( ' n1  (K \1  )  l i t c ra t r r r c  f o r  somc

ins igh t  i n to  hon ' cconon r i r  f ( . . 1 \ ( ) l r i n {  n t i t l t t  t , r 1 r l 11 i11  t l t t ' e  r i s tencc  c l r  c l a r -
i f y  t he  ope ra t i ons  o f  o rg l rn i z , t t i ons  n t . n  \ t f  i k I  l l t i l l t \  l r s  l t opc l css .  A f te r  a l l ,
t he  KM d i sc ip l i ne  i t se l f  i s  a l so  i n  P l r r l r r t r :  ( ( ) n ( l i t i ( ) n ,  i nc reas ing l v  unsu rc
o f  i t s  f ounda t i ons  and  i t s  ob j cc t i vcs  rSp tn t l l r , t n t i  \ t l t t r t - r  2 (X )7 ;  

' l ' soukas

2005).  As Nicola i 's  c i ta t ion of  Arg<l te 's  n 'ork in t l i t , r t r , \  ( . \ r ,gote 1999),  the
bulk of  those work ing wi th in KM t reat  knon' lcdgt ,  ar  r rnyrroblernat ic ;  an
object i f rablc  commodi tv ,  somet imes val t rable bt r t  o f t rn cost lv  to  proc luce,
that can be collccted, storecl, reclistributecl, arrrl apltl ictl to prodr.rce value
in the fut r r re.  l 'h is  def incs organizat ional  knon. lcdgc as a form c l f  capi ta l
(Dean and Kretschmer 2O071ancl  there is  no obviorrs  reas()n why i t  cannot
then be hancllecl bv markct-typical modes of choic'c ancl governance . If, on
the other  hancl ,  knowledge is  too st ickv or  s l ipperr  for  markets to handle,
' tac i t 'perhaps or  more a process of  knowing,  thcn other  issucs opren up
which may cal l  for  other  wavs of  managing actct rs '  choices.  So I  woulc l  ask
about  your  not ions of  organizat ional  knowledge and Vour conf idence that
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what econclmists mean by governancc cil l l  actually impact its creatlot-t,

f. low, or application.

10.3.  Teppo:

| i rs t ,  Idct  not  scc thc at tempt at  microfounclat ions,  nc l r  the knowleclge

govcrnance approach more spccificall l" as an attcl 'npt tt l smugglc it l

thc olcl f iomp ccgrrornir-rr.s. Scarcely stl. Rather, a better crlnceptualizatiott

rnight bc what lJaker and Pollock reccntlv labcl '  hotrto-rnulti l ttcettr 's' (2007l.
' l 'hat  

is ,  i t  is  ev ident  that  inc l iv i t l t ta ls  se lc lom havc a l l  the answers gtvcn

unccr ta inty ,  l imi ted t ime,  in format ion proct 'ss ing capabi l i t ies,  ancl  local

knowleclge (c f .  Hayck 19451,  but ,  i t  is  important  to  note inc l iv ic luals  a ls<r

have hetcrogcneous prrefcrences, intcrelsts, expectations, ancl ttnclerstancl-

ings abotr t  the types of  act ions that  t l - tc t r  cor ts ider  valuable rather  than

assume thesc preferences erncrge s imply f ronl  sr lc ia l  in tcract ion,  or  sot i ; t l -

ization more broacllv. So, the goal t lf a microfoltnclational appr<tach ts

to speci fy  the indiv idual 's  nature and decis i t ln-ntak ing capabi l i t i t rs  apPr() -

pr ia te ly ,  ancl  tc l  unclerstand how heterogeneous interests- thus,  perhal ls

tak ing thc ex is tence of  ind iv ic lual  in terests for  grantec l -are ncgot i . r t t ' t l

ancl aggregatccl. And, importantly, eviclence \ugge\t\ t l lat wc ti l l l  l l l()\ 'e

iorward wi th thc prcsut ' t tp t ion that  ind iv ic l t ta ls  t r t l t  on lY have th( ' i f  ( ) \ \ ' l l

indcpenclent  prefercnccs and intercsts,  bt r t  a ls t l  that  human cal la l l i l i t ics

exis t  somewhcre between thc h ighlv  ic leal ized,  per fect lv  rat ior ta l ,  agt 'n t

of  ecc lnomics and the hcavi lv  botrnc lec l  ancl  socia l l l 'determinecl  l rget l t  o l

socio logy. ' fhe at tempt,  i t l  tern ls  of  t t t ic rofot tndat ions,  is  t t l  erp l r ld  thc

bouncls of  rat ional i ty ,  to  rect lgnize and t l - tcorct ica l lv  acc() r l l l t  t t l r ,  l r t l t  on lV

heterogeneous intcrests,  preferenccs,  ancl  so for t t r ,  h t r t  t l l t t re  i t l t l lor tant lv

to account  f r t r  (or ,  bc able to expla in)  the.  manv c() r rcct  ant l  i rnaginat ivc '

c lec is ions that  inc l iv ic luals  make,  sorneth ing that  ( i r l t r l t lor i  has retent lv

cal led 'epis tent ic  rat io t la l i ty '  (Granclor i  2(X)ot '
' lhus,  as has becn rccent l 'u '  notct l  i t t  sot ra l  l lsVcholc lgy as wel l  (see

Kr t t eg ,e r  and  Func le  r  2 ( x ) i r '  t l l t ' r t '  l t ' t s  l r t ' t ' t l  t l t t ' t t  I l  t o t I  I g111 ry  a  l oc t t s  o t l

incorrect ,  l tor l r ,  and b iasccl  c lec is i6 l - r t tak ing.  \vh i le  pgor  dcc is ign-making

uncloubtcc l ly  ex is ts ,  as dO biases,  the st lc ia l  sc icnces,  manaselnent  sc l ( ' r lc( '

incluclecl, have not accountecl adcquatell ' for much of t l-re progr€ss ,t tht'

past  ce l tur \ ' ,  ancl  the associated corre( t  and imaginat ive c lec is iot l - t r t ; tk i t t t .
' l 'h is  

t ,vpe ot  i t r t t t i t i t l t t  is  emerging in  psychology (e 'g ' ,  ( i igerer lz t ' r  t ' t  ' r l

1999 ;  see  N lcKenz i t -  2OO5 fo r  an  ove rv iew) ,  so  pe rhaps  i t s  c l i l h i s i r r l l  l l l t ( )

managemc l t t  sc i c t i c t ' r . v i l l  t ake  a  wh i l e . ' l ' ha t  sa i c l ,  t hc  o rga t l r za t i ( ) l l  \ ( l ( ' l l ( ( ' \
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should be at  the forcf ront  of  undcrstancl ing c lec is ion-making ancl  associ -

ated act ions and outcomes,  as much of  human act iv i tv  ancl  acccln lp l ish-

ment  and decis ion-making happens in col lect ivc,  organizat ional  set t i l lg \ .

Sc'concl, what is being advocated here- can bc constrttecl as a neecl ttr

understand sorne of thc forcotten behar' ' iural ancl social founclations of

l ' rurnan and organizat ic lnal  act io t r ;  thcst '  f t l l tnc lat ions indeecl  wert '  or ig i -

nal ly  embocl iec l  in  the work of  the ( .antegie t radi t ion (see l rc l in  and l i< lss

2005,  c f .  Gavet t i  c t  a I .2007). ' l 'hat  is ,  r t  t t t ' t 'c1 t t l  foc 'us on how i t tc l iv ic l -

ual  preferenccs get  negot iatec l  i r t  co l lcct rvc set t i l tgs (March . l  962) ,  how

organizat ional  goals aggregatc t ront  in t l iv i r l t ta ls  pretere 'nccs ancl  in tcr -

es t s  (S in ton  1c )64 ) ,  and  so  fo r th .  l l . r i s  i n t t r i t i on  has  l t cen  l os t  as  cx tan t

behaviora l  appr<laches toct ts  hcavi lv  or t  the t t tv i r<t t t rnet l ta l  aspe'c ts  ot

organizat ional  beha" ' i r t r  ( f r t r  a  suntrnAr\ i ,  scc ( i rcvt  2(X)5) .5o,  rathcr  than

begin the analvs is  wi th a taken-for-granted envi ronment ,  r l r  taken- for-

granted organizat ion (c f .  Colcman 1990),  or  taken-for-grantcc l  r tx t t inc tor

that matter, all thcsc collective constrtlcts recluire further explanation,

wh ich microfounciations can i ncleecl provicle.
' l 'h i rc l ,  you are react ing fa i r lv  ncgat ive lv  towarc l  economic reasoning,

woncler ing whethcr  i t  can contr ibute anvth ing to organizat ion thtorr '

and the knowlecige l iteraturt- specificallv. F.con<trnics absolutclv has, ancl

cont int res to,  contr ibr . l ted to ot t r  undcrstancl ing of  organizat i t lns and

knowleclgc.  [ t  is  r rot  that  we neecl  to  impt t r t  the f r , r l l  thc<l re ' t ica l  appa-

rat t rs  arr t l  i rsst r rn l l t ior rs  of  cconon' t ics to t rnc lc t 's tant l  t t rganizat ions ancl

k t ron ' l e r l ge  ;  r . t l l t t ' r  I  t vo t t l t l  \ t l gg ( ' \ l  t l t l r t  i r  s t ' l c t ' t i v t '  t t se  o f  t hc  l t l g i ca l

anc l  r nc thoc lo log i ca l  i t t t r t t t t r ) t t  l r L , t l l  ( ' ( ( ) l l ( ) l l l i ( \  t  l t t l  l l r ov i t l c  t r cn renc lo t t s

i ns igh ts  f o r  o rgu t t i z l t t i o r t  t l t t ' o r r  l t t t t l  s t r ; t t t ' g r .  l he  l og i ca l  a r l c l  r ne thoc l -

o logical  in tu i t i< tn Iarn arhocat ing here is  r rot  onlv  cr . r - rbocl iec l  i t t  t ' t ' t t -

nomics,  but  an e-c lual lv  per \u. t \ i \u  \ ( ,urcr  of  in t r , r i t ior - r  conles f rom rat ional

choice theorv in  socio logy (c f .  Bouclon 200.1;  ( lo leman l99O).  Both of

these literatrlres assume-cotnlnensuratc with recent eviclcncc trom psy-

cholog-v (c f .  Stanovich 1999)- that  inc l iv iduals are rat ional  ancl  'pronc ' t<r

corr ( ( t  human c lec is ion-making ancl  th is  i t t tu i t ion natura l lv  lcnc ls  i tse l f  to

opening up the bounds of  rat ional i tv ,  even warrant ing an asst tmpt i r l t l  t t f  a

(nrore) rational agc'nt (McKenzie 20O11. Ht-ttttans ar€. not ltcrfcctly rational

of  coursc,  but  agcnts who d<t  an ac l r .n i rabl t '  iob o1 rnaki r tg c lec is ions ct l r -

rect ly  wi th l i t t le  in f r l rnrat iorr ,  l i t t lc  t ime,  ntucf t  r tncer ta intv ,  ant l  natura l

constra ints  to conr l )utat ion.  Rat iot t ; t l i tv  f r t r  s( ) l t lc  rcason appears to be a

di r ty  word in  rnanagente.nt  - th t rs  thc hcavv crr tphasis on l )oundedness

rather  than rat ional i t \ ' - l lu t ,  I  hc ' l ic r ' 'c  a rat ional  choice modcl  prov i t les

a promis ing futurc path f r l r  uanagcnte l t t  sc ience ( |c l in  and t :oss 2(X)6) .
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F.conornic  and rat ional  choict .  rcasoning ancl  in tu i t ior r  r ,v i l l  a lso hc lp us
unPack  (OPcn  up  thc  b lack  box  o l )manv  o f  t he  co l l ec l i r , ( ' ( . ( ) ns t ruc t s  t ha t
are so readi lv  taken f r i r  grantec l  so in  thc organizat ional  l i tcrat r r r t ' :  rvhethcr
i t  is  thc orgat t izat ion i tse l f ,  or  nctworks,  cr - r l turc,  thc envi ronrnent .  arr r l  sr - r
for th.  

' fhus,  
rncthocl t l log ical  inc l iv ic lual isrn ac lc ls  some hclpfLr l  anulvt ica l

r igor  anci  lcads to a much-neecled urrpacking of  var ious col lect iv t , t .on-
st r l lc ts .  I  shoulc l  rcstatc that  mv cal l  tor  a rat ional  choice progrant  11t i .
I sec  K ( iA  i l s  one  po ten t i a l  embod imen t  o f  i r  - shou l c l  no t  be  secn , r r , r
cr i t ique of  extant  work,  rather ,  again,  Ise 'e i t  as a natura l  progr t ,sr i r rn
for  the helc l  to  bcgin to expl icate uncler lv ing nr icrofounclat iens,  ro l l t i tKt ,
progress v ia reduct ion (F. ls tcr  l9u9) .

1O.4. lC:

wel l , - l 'eppo,  I  agree wi th yotr  conrplc tc lv  that  the overarr .h ing pro jcct  is
to 'speci fy  human nature ancl  decis ion-r 'naki r rg capabi l i t ics uppropr iatc lv ,
hcncc Ido not  see w,hat  vou f ind hc lpfu l  in  the work < l f  s tanovich or
I laker  and Pol lock or ,  inc lecc l ,  in  that  o l 'Krue 'gcr  ancl  Funr lcr .  , , \s  I rcacl
them, thcse aut l rors see m to stancl  on some funclamental  nt isr rnc lcrstancl -
ings about  the not ion of  rat ional i tv  ancl  what  i t  nre.ans t ( )  i r t tempt t ( )
mclc l i fv  or  adcl  to  i t .  l j ranklv ,  lar r l  not  farn i l iar  wi th t l r is  l i teraturc or
wi th thei r  k ind of  psychologiz ing but  I  scnse thev arc conl r rs ing some
observat ic l r . ra l  impressions- that  peol l le  seem to exhib i t  ch l racter is t ics
they f inc l  d i f f icu l t  to  capturc us ing the not ion of  log ical i t r - lv i tn  somc
epistcmcl logical  not ions of  rat ional i tv .  So thcv fcc l  c l r ivcrr  to  scck a l terna-
t ive forms of  thought  ancl /or  cxplanat ic l r - r ,  unsure at rorr t  r . r ,hcther  thcse
arc empir ica l ly  basei l  or  concept t ra l .  In  par t icu lar ,  l l ; rk t , r  ar . rd I )< l l lock,s
not ion of  l rorno- l r t r l t i lhL 'atu.s,  which I  prestrnrc lneans , rpt r l t i faccter l  man, ,
is  nei ther  c lc f rnecl  nor  c levelopecl  ancl  sccms l r lorc l ikc u throwawav obscr-
vat ion than a rc 'a l  theorct ica l  proposi t ion (Uaker ant l  l ,o l lock 2007: . l } l ) .
Mv imrnccl ia te problcrn is  that  we arc not  to l t l  n 'h t , thcr  the,mul t i ,  l - rerc
i s  o f  t hc  rnu l t i p l e ' goa l s  wh i c l r  a  f t r l l r , ' r a t i on r r l  l ) e r son  m igh t  pu rsu ( , ,
o r  whc the r  i t  i r np l i es  so r -nc th ing  l i ke  a ' t o l t ' n rncc  f o r  amb igu i t \ , , ' o t t cn
associatcd wi th leaclership,  lv l r ic 'h  hrrc ls  sorne unspecihecl  wav of  c lca l i l l
w i t h  a  t r u l v  he ' t e rogeneous  goa l - s t , t .  \ 1 ' u ' r eac l i ng  i s  t ha t ' t he  f ac t t s ' l r t , t l r t
d i f fcrent  g<l l t ls  a s ingle rat ional  mincl  rn ight  be able to l ro lc l  onto r , rnt . r
t han  somc  co t t t ' t ' l t t ua l l v  c l i s t i nc t  moc le  o f  t hough t  o r  ac t i on  l i k t '  i r r t L r r t r , , l
L ikcwisc you speak of  'hcterogcneous prefcrenccs,  in tercs ls ,  t , rp t , t  r . r t  j .n :
and  unde rs tanc l i ngs ' s r i  I g t ress  v ( )u  see  thc  f acc t s  as  r l r r l t i y r l t , { r , , r i s  t . . r t i r
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pursued ,mindf i r l t ,v 'as weick might  sav,  which seems a rcasonable enough

observation of our fcllows ancl ourselvc's perhaps'

Ilut how clo vou see this kincl of heterogeneit,v being resolvecl, stl

ntoving us on from mere clescription toward a coherent theorY-base'd

explanat ion? L ikewise I  am not  sure what  i t  mcans t< l  posi t ion the inc l i -

viclual,s operating goals sor.ncwhcre bctr,r, ' t 'cn hcing the freely chosen and

the negot iatc .c l  r t r  cnforcct l .  l )o  I 'or t  l tavt 'sot t l t 'a lgor i thm for  net t ing ot t t

the psvchological  ant l  sot  i r r lo f  i t  i t l  t l t ' t t ' r t l r i t ta t r ts l  l - ' r 'en then thcre would

str re l1,  be rcs ic lgal  h( ' tcr ( )g( 'ne i t r  s i t l t  r '  t t t ' i t l l t ' r  o f f t ' rs  anv coherent  theorv

of  the l )ers() l l .  I 'er l l l t l l r  \  (  ) t l  \ ( ' t '  \ (  ) l l lL '  to t  t t t  r l t  l t lc t l t - l l rc fercnce against

wh i ch  a l l  v r t t t r  he te  r r t g t ' t t t ' o t t s  go , t l s  t l l t l  l r e  r , t r l ke t l '  so  t t l t l t r i ng  us  on  f rom

the rne re,  phse.r r ' ; t t io t l  l  . \ t lscr t t  t l t is  , \ rch i r l le t l t 'a t r  p lact '  o1 t t r l l  ra t ional i tv ,

sr rch as the ecr in<l t l l is ts ' rat i t l t la l  se l f - in tercst ,  thc het t r< lgc l le l tV V() t l  ra lS( '

scems t ( )  l tush us i r rcvocablv towarc l  a re lat iv ism of  i t  a l l  t l t -pencls 'or
' any th inggoes , ' asFe1 ' c rabcnc l so fa rnous l v remarked (Feye rabenc1 l993 ) '

while not at all sr-rggesting g<tal heterogencitv, Krueger ancl Funder's

piece scems to be an e'xpansive crit ique of the rnethociological clisposi-

t ions of  a par t ic t t lar  rescarch communi tv ,  again wi th l i t t le  consic lerat ion

of  what  i t  might  mean to n love awav f rom rat ional i tv  as the basis  for

explanation ancl theorv. l 'heir avowccl target is the 'negativity' of ft lcttsing

on how pe<tp le are sotnet imes lcss than fu l ly  rat io t ' ra l ,  a  para l le l  to  medical

researcl.t 's evidcnt fttctts on people who are sick. 
'fheV 

correctl lz point out

the i r lca l  of  to t ; t l  ra t ional i t r . ' is  thc i r  r r r r l l  hv l lo thcs is ,  i t rs t  as mcc' l ics takc

w e l l n e s s  a s  l h t ' 1 r r l l  t o  r t l r i t ' h  t h t ' r ' . t r t ' t r v i l l t  t ( )  r ( ' s t ( ) r ( ' t l l c i r  [ ] a t l e n t s .

t su t  t he i r  ca l l  f 6 r  i l  ' l l l ( ) r ( '  l r . t l l t t r t  t ' t l  r t ' s t ' l t r t  l l  I ) r ( ) g r i l l l l '  o r l t  t ha t  l auds

thei r  aSSuntpt i t t r t  t l ra t  1 l t 'op l t  sot l l t ' t i t t l t 's  l l t t  r l t t i r l t la l l r ' ,  r l r  maVbe evCn

always t ry  tc t  bc ( in tcncle i l l r  t  ra t io t la l ,  \ ( 'c l l l \  a  t r l isundcrstanding of  how

empirical research actuall 'u' wtlrks. \Vc can invoke Popperian falsif icatit l t. l

ancl  arguc that  theorct ica l  progress is  about  the empir ica l  fa ls i f icat ion

of  thc reasonable conjecture that  we th ink ing rat ionalhr  about  what  we

see arouncl us. So the balanced program ther, call for could cither be a

careftrl recorcling of everl ' observation of people acting rationally, the

kinci <tf eve'rlasting verif icatit lnist proiect that drove l)opper nuts, or, lnore

intercst inglv ,  an at tempt tc l  expla in or t r  rat i r lna l i tv  i tsc l f .  t lv  th is  Imean

to go behinc l  the n lere assunlpt ion of  Rat ional  lVfan tvp ical  of  economics

to Sot-ne k inc i  < l f  cxplanat ion f< l r  the occt l r rcnce t l f  th is  character is t ic  ot

our  mincls-psr , 'chol<tg ica l ,  n t r r ro lOgical ,  or  evolut ionary perhaps.  
' fh is

searching bchinc l  the asstr r l lp t lo l l  scenl \  t r l  be what  in tercsts Vot t  about

Krueger and l runder 's  lvct rk .  [ ] t r t  thcV ar t  I lo t ,  i r l  fact ,  proposing anv modcs

of  thought  as a l ternat ive t< l  f t r l l  ra t ional i tv ,  nor  d<l  thcy secrn in terested in
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plot t ing the empir ica l lv  c l iscovercd bounclar ies to pract ica l  rcason-a task

thev would presumablv sce as 'negat ive. '  l iqual lv  manv net t robio logis ts

search bchind the assLlmpt ion of  rat ional i t t 'w i thout  pausing to consider

thc impl icat ions of  t ry ing to use thc not ior t  o f  rat ional i tv  ar  crnbecldecl

in  the not ion of  causc ancl  ef fect - to construct  an explanat ion of  rat i t l -

nal i ty  as an r tet r robio logical  ef fect .  I 'erhal ts  thev are searching tor  sr t t t tu

overarching b io logical ly  determine.c l  c f raracte-r is t ic  of  which rat ional i t t  is

s i rnply  one r r rani fe 's tat ion,  cont ingent  perhaps on thc exci tat ion par t i t -

u lar i t ics of  thc c l i f ferent  c lomains of  thc bra in or  on the quantum issr t t ' r

explorcc l  bv I 'enrosc (Pcnrose 1989).  [ . ikewise most  o l  t l t t r  fe l low comlnet t -

ta tors secnr  happy enough wi th rat ional i t l 'as the pr inc ipal  explanatorv

charactcr is t ic  of  human thought ,  that  is ,  to  expla in is  to  propose a logical

and fa ls ihable cause and ef fect  re lat ionship.  Most  rat ional  c f ro ice ther l r is ts

s implv prcsume the c lominancc.  of  rat i r lna l i tv  as thei r  nt r l l ,  cnter ta in ing

il ltrstratecl in Harforcl 's new book (Harford 2007\, ancl vott ccrtainlv seem

svmpathet ic  to  th is  posi t ion.

I  am not  svmpathet ic ,  so we c lear lv  c l i f fcr  on th is .  For  me the chal lengc

is to hncj  a wav of  l t . rov ing beyon<l  the l imi ts  tc l  rat ional i tv  rvh ich Si rnon

remindecl  t rs  of .  I  th ink one wav t ( )  do th is  is  to  de ' f ine l t r tc l  ac l t lp t  as

axiomat ic  some contrast ing charactcr is t ic  of  rn ind that  c 'ar t  s tand pr t r i

prr.s.srr with rationality, so I ant especiallv interested in wl.rat r '<ttt call the
' forgot ten be 'haviora l  ancl  socia l  fo t tndat ions of  huntan ancl  organiza-

t ional  act ion 'and the issues explorec l  in  t l rc  ( .arncgic lcch program. Bt- t t

how do vou see these? l )o vc lu mean the pol i t ics <t f  power,  as in tercstec l

March,  or  some l )urkheimian col lect ive cr t t tsc iousness,  or  sonle b l inc l

nonth ink ing herd inst inct? l t  is  c lear  that  three or  four  centur ies ago rat io-

nality was not as fetishizccl as it is t<tclav, so v()Ll rnight have in t-nind some-

th ing l ike the Modcl  of  Man acloptec l  bv the F.n l ightenment  phi losophers.

From Locke's position, for he sar.t, ludgement as a cttmplemt-Ilt to reason,

we can sec our  task is  not  to  re ject  rat ional i tv ,  a f ter  a l l  u ,c  are of tcn logical

ancl  goal  or ientec l .  l la ther  the pro iect  is  to  contp lcnrcnt  the narrow ancl

astringent rationalitr. '  <'tf l totrto aL'ortotrrit ' tts with sotnc of the <tther modes of

human thousht  and hchuviot  that  cntbra( ' ( '  r t tore t t f  rvhat  we know ahotr t

ourselvcs and presumc about  ot l t t ' rs .  Sr t t i th ,  r 'ou rccal l ,  spun h is  r ' r 'ho lc

th ink ing f rom thc not ion of  'svr t t l ta thr . , '  w 'h ich in teract ion gener i t t t ' t l

the socia l  ancl  human space wi th in which rat ional i tv  was sonlct i t l l ( ' \

appropr iatc .  lh t rs  I  see the 'bchaviora l  cconomic '  (BFl)  thrust ,  i t l  r r  hr t  l r
'b ias ' is  propost 'd  r ts  a t tn ivcrsal  character is t ic ,  as an at tcn l l l t  to  I t 'p l , t t t '

a  log ical ly  dct jned rat ional i tv  wi th an empir ica l ly  establ ishet l  l rc l t ,n  i r i r . t l

one,  so prrese 'n ' ing the idc; t  r t f  ra t ional i tv  wi thot t t  c i th t ' r  t l is r l l i \ \ i r ls  ( ) r
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complentent ing i t .  
' t 'hat  

is  c lear lv  profcss ional lv  important  f t l r  ecr l t ront ics

ancl  might  hel l t  erp la in whv Kahne'ntan won h is  Nobel .  l )crsonal lv ,  har ' -

ing t r ied out  ' l l rospect  theorv '  on n lv  s tudents,  a homogencot ts  cnot tgh

popr-r la t ion,  ancl  f t luncl  i t  ra th i ' r  war t t i t lg ,  s<l  I  sec no compel l ing reason

to th ink the t ] f .  b iascs ar t -  a l rv  l l t { r r t ' t t  n i l t ' rsa l  than are pe 'ople thcmselvcs.

And wi thout  t f r is  asser tec l  t tn i r , ' t ' rs i t l i tv  nt 's l ip  in to the chasm <l f  re lat iv isn l

notec l  above,  in  which t .ac l t  p t ' rsot t 's  r l t l io t ta l i tv-or  Svstcmat ic  b ias is

wha teve r  i t  i s  an t l  ge ' r t e ra l i z t ' t l  t l l t ' o r t z i t t !  i s  i t l l poss ib l c '

A t  i s suc  i s  r t ' he th t ' r  \ \ ' ( '  (  i l r t  s , t r  , t t t r  t l l i t l q  t t t t ' , t t l i r t g t t r l  abo t r t  a t l t  t n t l d t :

O f  h r tn tan  t l ' r o t rgh t  o th t r  t l t . t t t  I , t l i { ) t l , l l  r t ' , t s r r t l i t l g ,  nh t ' r t . ' t he  t nCa t r i ng  o f

t h i s  l t h rasc  i s  g ro r r r t t l t ' r l  t , r t c t t t . t l l r  i r t  t l t t ' l t l r s t ra t t t o t r s  o f  l t l g i c  and  < lu r

Cont l tu ter- l ik t , t tess nt t l t t , r  t l tar t  s t r t l i t t ' t iv t l r  i r t  t l t t r  t l t . t i t l t t t ' t t t 'ss .  What  sensc

can  i t  r nakc  to  t a l k  o f  r eas r tn i t l g ' i l l og i ca l l r "?  I s  t h i s  l l o t  a  t o t t t r ac l i c t i o t t /

As Krueger anrl l]uncler note, wc tlften clcscribe emoti1ltt as that whicl-t

c l is turbs rat ignal  reasoning.  Btr t  docs t f rat  d9 morc than c lcscr ibe i t?  l t

te l ls  us nei thcr  what  cnt t l t io t l  is ,  t lor  cx l l l icatcs i ts  causcs ( i f  there arc

anv) ,  nor  how we nt ig l - t t  thcor ize i t . ' l 'he fact  that  sorne l le t l lob io logis ts ,

such as l )amasio or  Ledot tx ,  observe 'c l i f fcrent  par ts  of  thc.  bra in l ight ing

up 'unc le r  c i r cums tanccs  i r t  wh i ch  t hcv  sav ' t hc  sub lec t ' i s  expc r i enc i t l g

emot ior . r ,  rn ight  wel l  te l l  us sonteth ing abotr t  the net t rophvsio l r lgv of  what

thcv cal l  thc emot i t tns but  t l t les nr l t  te ' l l  an cpis tenlo logis t  t r l t tch abr l t t t

how r-ntot ion in tcr feres wi th rat ional i tv .  In  fact ,  absent  a theorv < l f  the '

i nd i v i r j r r a l  as  i r r t  i n teg ra t cd  m i r t t l / bo t l t ' s vs t cm,  t hc rc  see rns  n t l  co r l l pc l l i ng

reas ( ) t l  t o  t h r r t k  t l l t ' s t '  t r | o  (  o l l c ( ' l ) t \  t t l  t ' t l l o t i o t t  t l t e  t l r l t ' t ' l l i s t c rno l t l g i ca l ,

t h e ' o t h c r c r n p i r i c a l ,  i l r ( ' ( , \ ( ' l t  r t , l , r t l r l .  l r ' l  , t l o n t , i r t l t ' r t t ' r e  n i t h  e a t h  t l t h e ' r .  A s

Nussbau rn  shon ' s  i n  l r c r  t r t r t , , i n , r  1 r ' s i s ,  t l r t ' r r r l r . t t t  t r t v th  r t f  t h i s  i n te ' r i c r cnce

i s  an  ep i s te rno log i ca l  r t vc l l t i t ng  t r o t t t  t l l t ' ( , r t ' t ' k  S t t l i c s ,  one  tha t  cann t l t  be

susta ined in the l ight  of  c t t r rent  phi losol lhr .  t l r  b io l i lgy (Nrtssbaum 2001).

But ,  to  get  back to the ccntra l  topic  of  our  d iscussic ln,  organizat ions

and the dcgree'  to  which ecr tnomic thotrght  ( i .e . ,  that  basecl  ot r  an MI

i tse l f  s tancl ing on the shoulc lers of  hct rno econotn i t - r t5 \  can i l luminatc thenl .

You arc c lu i tc  r ight  I  am qucst ioning th is .  I  an l  morc t l ' ran hapl . rv  t t l

agree wi th vc lu that  inc i iv ic l t ta ls ,  becausc thev arc ht tman beings,  t l f ter r

apl )ear  to l te  rat ional ,  and as thcv go abot t t  the i r  e 'vc ' rvc lav organizat ional

wrt rk  f rec l r rent lv  apl l lv  thei r  rat ional i tv .  Rtr t  r ' r ,hat  is  th is  to c lo r . t ' i th  the

nature <t f  organizat i< lns/  Ycs,  e ' t - t tp lovees t l lav be l l t r rs t t ing goals that  are

organizat ional  ratht ' r  th l tn  pers<tnal ,  b t r t  is  thc organizat i t ln  l lo  l IOre than

a svstem for  brguclc ls t i lg  t l re  g()a l  o f  the dar '?  ( ) rganizat ions nta l 'hc
' rnadc up 'of  pe<tp lc- thorrgh t l ta t  seetr ts  to r tegle.ct  the ' ro lc  of  capi ta l  ancl

lancl  in  Smith 's  moclc l -bt r t  t loes th l t t  n lean ( ) rgal l izat ions can bc g iven

256



An exchange of ideas about knowledge governance

the same'at t r ibutes of  rat ional i tv  that  we s in lp l r ' '  asst l rne in  pcople? f r . rs t

as an organizat ion is  macle t tp  of  peoplc so is  the l ine at  the checkout '

I io l lowing thc rat ional  choice the 'or is ts ,  we might  bc ablc to ( reatc a

to lerably goocl  explanat ion for  whV pcopl t '  l inc up.  l lu t  cat t  n ' r '  t l t l  thc

same for  thc i r  c<t l laborat ion in t11 1 l rganizat ions? L lnc le ' r  what  t t t t iv t ' rsa l ,  as

ol tposed to socia l lv  or  pol i t ica l lv  co l t t ingcl l t ,  c i rcumstancc docs i t  r t takt '

scnse for  ntc  to labor  at  less that  s tat t r t t lnu ' t r t in in lunl  wage to kcc l l  \ \ ' l r l -

Mart 's  sharcholc lers cc lmfor table? With a 60 l lcrccnt  annual  turnot 'er ,  o t

thereabouts, clearlv cvc'n thc ntost t.tccclv get the nlcssage sclon enottgll

So does th is  select ion f rom a nar l 'ow range t l f  fcas ib l t 'a l tcrnat ives real lv

be 'what  wc mean b1,  economic rat ional i t r " /

A t  t he  san re  t ime  you  ta l k  o f  e ' conon t i c  t hough t  i l l um ina t i ng  t he ' know l -

ec lge l i tcrature. '  I  f rnc l  th is  cur ious ancl  woncler  i f  i t  shoulc l  n t l t  l r t ' the other

wav arotrnc l .  
' l 'he knowledge rnanagernent  l i tcratgre,  s tancl ing as i t  dr lcs

rrn the' notit ln of 'tacit knowleclgc' tt l  take it beytlnd the reat'[r of lrttnrtt

t ' tor romi t ' t rs ,  cer ta in lv  e 'ntbraces a nt l t ion of  rat i t lna l i ty  but  is ,  bv t lchni t ior l ,

not  l imi ted te i t .  Wcrc i t  so l i rn i ted the 'knowlcc lge l i teratLrre '  wot t lc l

embracc the ent i retv  of  a l l  'sc ient i f ic '  thcor iz ing ancl  thc t t ' r r r t  knowleclgc

wor"r ld  be ent i rc lv  redunciant .  Being in tercsted in  knowlcc lgc l l lanagelnent

as l )o lanvi  shapei l  i t  wi th thc not ior t  o f  ' tac i t  knowi t tg, ' lvhat  I  f inc l

abscnt  f ron-r  the econt tnt ic  d iscr t t t rse is  something that  c<ln l l l lc l r rCnts our

logical i ty .  
- l -he 

impulse to look for  t l ' r is  is  n<t t  s i rnplv  the er , ide nt  l )over tv  ( )1

cconont ic  rcascln ing and i ts  inabi l i tv  t< l  expla in c i thcr  n 'hv organizat ions

exist  or  h9w thcv work,  a s i tuat i< ln which n lany grcat  ecgn<lmists have

remarkecl .  f .vcn ntore i t  is  a resr t l t  t l f  occasi t lna l l r "  recogniz ing oursc lvcr  as

sorneth ing other  than merc theor is ts ,  co ld- l l lc l t lc lcc l  ( that  cmot i< ln th ing

again)  and inte ' restcc l  onl1, ' i r t  the l l t r rs t t i t  r l f  l ru th.  ( )n th11st ' r lccasi t lns

we st ruggle to rcc<tgnizc t ' t t t t tc  of  rv l ta t  goes on wi t l r in  or t rse ' lvcs ancl ,  wc

suspect ,  i t t  o thers as we t rY t t t 'get  a long'wi th thosc wc l< l r ' 'c  or  hatc < l r

otherwisc share thc huntan condi t ion.  I  cor- rs ic ler  t .cot t<t t t t ics the lesscr

for  having narrc lwccl  i tsc l f  awav f rorn pol i t ica l  ec<t t l< ' r t t tv  i l l  thc pursui t  < l t

abstract  r igor .  l  lvould argt re thc knowlcc lgc ln i l l lAgt l t tcnt  l i tcrat t t rc  rc iccts

th is  r rarr< lwness anr l  k icks opt ' r r  a  c ioor  to an arat i r tnal  c l iscot t rsc,  r t ' t ' l l

i l lust r l tcc l  bv March 's  exat t t  j t t l t t io t l  o t  l )o t t  ( ) t r i ro tc  (March ani l  i \ t tg i t ' r

2001),  u r l iscourse that ,  l ike nove ls  l tnc l  l l lavs,  cmbraces pol i t ic 's ,  l r , r  t '

j udg rnen t ,  n t< i ra l i t v  anc l ,  ou r  f a l l i b i l i t v  i t t  wavs  tha t  econo t l l i c  r c l t r , t l  i t r  l

c l ea r l v  can l t ( ) t .  \ l v  hopc ,  t he re fo re ,  i s  t ha t  l l v  sea rch ing  bcv< lnc l  r i l t i ( ) r r , r l r t \

a l one ,  as  t hc  g re i l t  t ' co r . ron t i s t  S imon  i nc l i ca ted  we  sh t l t t l t l ,  n ' t ' t t t i { l t t  1 t l r , 1

s t lme th ing  i n t r i r i s i r u l l v  human  abou t  t t u r  o rgan i za t i< tns ,  t ha t  i s  t l r , r 1  t l l l r

gn l v  ex iS t  bCca r t s t ,  r t t  6 t t I  a ra t i t l t l a l  c l i t nCns ipns .  I f  t 1c  t ' a t l  i t l t l t ' t ' t l  \ l ) ( ' (  i 1 \
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human nature ancl  decis ion-rnaking capabi l i t ies appropr iate lv '  we shal l

a lso l ind organizat ion as an aspect  of  both.

10.5.  Teppo:

l . i rs t ,  le t  mc c lefend ccol torn i t  / i ' ( / \ ( ) , r l l r {  { t l ro t rgh,  not  a l l  o f  economics) ,

spec i f i ca l l v  as  I t h i nk  \ ' ( ) u  1 ) \ t , r r t ' . t t l t  l r r ' | ) 1 r i 111 i1111  to ' t he  ev idcn t  pove r t y

O f  econ< tm ic  r caso t l t t g ,u r ( i  l t \  i r l . l l r i l j l r  t o  t ' r l l l l t i t l  whV  t l r gan iZa t iOnS

e .x i s t  O r  ho$  thcV  no rk , . t  \ l t t l . t t t o t l  r r l l i t l l  l l l i l r l \  g r ( ' a t  ec ' t l nom is t s  hav t

r cmarkec l . '  I  l t i s  co t ' s  t oo  t . l l  l  r ' onon r  j t :  t t ' n r , r i r t s  r t t t t r l t l  t o  < l rgan i za t i < ln

sc iencc a l t ( l  s t rateg\  in  l tar t icLr l l r r  tc f .  \ lahot t t r  rO( ) ( ) ) ,  ( ' \ ' t r l  t [ . to t tgh some

r , vc tu l c l  have  us 'avo i c l  t he  c l ange rous  l i a i son  l v i t h  eco r to l r t i t s ' t l ' t c t f e ' r  1997 :

192,  c f  .  I rerraro et  a l .  2005).  For  example,  t ransact io l l  (o \ ts  et 'o t l t lmics

has said rnuch-much of  i t  scminal -about  thc or ig ins of  hrn ls  ancl  thei r

boundar ies (Wi l l iamson 1975l .  r \nc l ,  the 'markets- in-h ierarch.v '  tvpe of

in t r r i t ion (Zenger ancl  Hester lv  1997 1 is  ccntra l  and incrcasingly  re le-

vant  to  our  undcrstanding of  organizat ions (par t icu lar ly  g iven increasing

mOVes tclward professional scrviccs which arc knowlcdge intensive-see

( i reenwood and F.mpson 2(X)1;  l tece 200: l ) .  In  other  words,  I  th ink vot t

are throwing the babv out  wi th the bathwater ,  speci f ica l lv  as econotn ic

reasoning l t rov ic lcs some r t f  or t r  rnost  centra l  ins ights about  organizat ions

and r t rgapiz ing.  lh is  of  i 'o t t rse is  nt l t  t t l  saV that  economics as a wholc

rCp resen ts  so r t t t ,  t l t p i t l t l -  |  t r r r t h  (e .g . ,  hvpe r l a t i < l na l i t v  i s  obv io t t s lV  e r ro -

neous ) ,  o f  c< t t t r sc  t l r t .  I i t L '  I o i t l 1  t t l o r t '  s i r n l l l v  i s  t ha t  t he  n l t l r e  gcne ra l

c thos  anc l  a l t l t r t t ac l ' t  o f  t ' c t t l l o t l l t t s  l l . l r  t l t t l t  l t  t o  t r t t t l t t l e t t c j  i t '  i nc lud ing  i t s

focus on pars imonv at lc l  t t ' t t t i t ' t l t \  t ( ) \ \  ' t l r l  t t l t t  ro f t l t t t t t l l t t i< lns '  rcc l t tc t ion '

and so forth.

Second,  I  th ink vot l  creatc an ur l l lecc\ \ . t r r  t  i l . ts t t l  t le tween econt lmics

and behaviora l  approaches.  
- fhat  

is ,  u 'h i lc  th t '  (  . r r r tegie School  was expl ic-

i t ly  react ing to mat ters that  they c l isagrct t l  r r i th  i t l  n la inst ream eco-

nomics,  nonetheless the ( .arnetg ie Scht lo l  a lso t t l lpor tant lv  rc fa i r rer l  much

of  the uncler lv ing in tu i t ion of  economics,  at lc l .  r ight lv  so.  l 'or  examplc,

March ancl  Sinton 's  ( - l95u)  c lass ic  book Or.gr i r i l t t t i t t r t .s  is  replete wi th eco-

nomic-  rcasoning.  Note the heaw cmphasis theV l )L l t  on ' indr tcements

anci  contr ibut ions '  and 'pavmcnts ' ;  in  othcr  rvorc ls ,  ind iv idual  incent ives

were cr i t ica l  to  unclcrstanding organizat ions ( l larnarc l  19.18 made s i rn i lar

points) ,  and st i l l  are (Zenf{er  and l {ester l r '  1 t )97;  Zenger and Marshal l

2000).  Anci ,  note that  March and Simon's apl r roach is  s igni f icant ly  morc

me'thoclologicallv indiviciualist cclnlparecl to where behavitlral approachcs
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of  organizat ic tns havc cndt 'd  t rp of  la te,  that  is ,  hcavi lv  focused on the

envi ronment  ( ( i reve 2003).  ( ) thers have a lso notcc l  that  wc n lav have

in part lost our rvar," highlighting the neecl to understancl the nri< rrl-

foundat ions of  in teract ion ancl  c lec is ion-making (Gavet t i  e t  a l .  2(X)7) .  For

example,  thc fot ' t rs  on rot t t ines may have l lnnecessar i lv  maskecl  imp<'r r -

tant  dVnamics re lated to where rout incs cc lme f rorn in  the f i rs t  p lacc,

and more important l l '  the rout ines 'hegemonv'  has unnecessar i l r ' '  t i t 'd

the hands (=rat ional i ty)  of  managers ( l :er l in  and l ioss 2(X).5) .  I t  n lav t rc

that  rout ines are s implv an rp i -phcn()menon.  I rur thermore,  thc foct ts

on vari<rtrs t 'rtro-organiz.ational, environntCntal factors as thc loctts clf

knowledge such as networks or  a l l ianccs (Kogut  2000;  Powel l  e t  a l '

1996)-has lc f t  manv unclcr lv ing,  inc l i r . ' idual - level  quest ions unanswerecl .

So,  in  s t r r1 ,  I  th ink Vou create an unl lecessarv chasrn betwecn economics

and knou, ledge-basecl  approaches of  <t rganizat ion.  I  th ink econr lmic rca-

soning car t  c ieeplv and meaningfr . r l lv  help us to undcrstancl  organizat ions

( just  as r t rganizat ion thct t rv  i tse l f  can a lso in t lucncc econonl ics) ,  as sug-

gested bv Nicolai 's (2007t\ efforts to aclvocatc a 'knowlcclge governancc

app roach . '
' l 'h i rd,  n hat  then arc the rncaningfr . r l  c luest ions that  might  be ac lc l ressecl

f rom a hehaviora l  perspect ive,  pcrhaps wi th econotn ic  re 'asoning as an

analvt ica l  tool? I  th ink rnanv of  these qucst i t lns werc ant ic ipatec l  b,v  car lv

organizat ional  scholars,  ancl  th ls  in  par t  I th ink we neecl  t ( )  retu ln to

these roots.  So,  f r l r  example,  r , -ou br ing u1t  thc issue of  organizat ional

goals.  ( ioa ls  are exacth, ' t l ' rc  tvpes of  ntat tcrs that  Ibc l ieve need s igni f -

icant ly  nt r t r t '  focus;  t l ther  c l r tse lv  rc late i l  mat ters that  c leserve '  emphasis

inc lude:  bc l ic fs ,  preferenccs,  expcctat iorrs ,  va l t les,  in terests,  and so for th.

Speci f ica l l r ' ,  ont ' r t f  f l re  kev c luest io t ls  is  thc emergcnce of  co l lect ivc gt la ls

ancl  cxnectat io t ts  1or ,  in terests for  that  mat tcr) ;  wherc t t r  thcsc t 'o t .ne

frorn,  how do indi r . idr rn l  goals aggregate? Note fc l r  eranlp le that  Simon's

(1964) car l1,  work i r r  th is  area was expl ic i t lv  an ef f t l r l  to  t t t lc lerstand ht lw

indiv ic lual  goals aggregatr  ; r r . rc l  how new col lcqt ivr .  goals tn ight  emcrge.

Fur thcrmorc,  in  a ker '  l t ic t ' t '  in  Ih t '  !o t r r r r t t l  t t t  I ' t i l r t ics 11962\ ,  t i t lcc i  ' ' l 'hc '

Bus iness  F i rm  as  a  Po l i t i cu l  (  o l r l i l i r r t t , ' \ ' l a r ch  n ' r es t l cs  w i t h  ques t i ons

about  horv coal i t i< tns cmL-rge,  at tc l  s l lcc ' ih t 'a l lv  ht l r ry  inc l iv idual  in tcrcst r

are in  esscn( . ( '  negot iated ancl  aggregatecl  (c i .  ( lohen et  a l .  2001).  l 'h t '

in tu i t iop l rcavi l 'u ' re l ies t ln  econ()mic reasoning,  and in bc l th papers lh t '

unde r l v i ng  i r t l r t i t i r t r t  i s  a lmos t  gamc  theo re t i c  ( scc  s im i l a r  game- th t ( ) r c t i (

i n tu i t i on  i n  l oss  2 ( \07  | t ) .  I n  shc l r t ,  I  t h i nk  t hc re  i s  m t t ch  l l e re  l t t  t l l t '

nextrs  of  i lc l iv i i l t ra ls  , r  n t l  organizat ior ts  t l ' ra t  t leservcs s igr t i f i t  l t r t t l r  t t lor t '

a t tent ion.

259



An exchange of ideas about knowledge governance

10.6 .  l c :

Wcl l  l 'eppo,  we seenl  t t l  be ta lk ing I )ast  cach other ,  as ( ) rgal r izat ion theo-

r is ts  and economists l tormal lv  c l r t .  Wl tv  is  th is? f iow can I  makc mv point

to solneonc a l read.V commit ted (cntr l t ional lv  l lerhal ls?)  t t l  the not ion that

economic reasoning i l lunr inates orr r  ht 'havior  at  thc tn icrofounclat ional

l eve l ,  t ho t rgh  I  see  v ( )u  a rc  non ' t t s t l t t  t l t ( ' t ( ' r l t t ' i t r t u i t i on 'a  g rca t  c l ea l?  I s

th i s  i n tu i t i on ,  cv i c l c r t t l v  so  t t t t po r t l t t r t  t r r  t l t t ' i t t l vancc  o f  t hco rv ,  r a t i ona l

i n  t he  se l t sc  wc  hav t '  t t s t ' t l  t l t t s  t t ' r t l t  p r t ' r  i o t t s l r  I  i \ l t vwav ,  I  havc  n t l

p r r t b l cm w i th  t r l ac ' r o ( ' ( ( ) l l ( ) l ] l t t  r i . t ' .  l o r l s t ' t  . i s s t ' r t i o t l s  l t l r r l t t t ,  sav ,  s t l p l l lV

anc l  c l c tnan r l ,  o r  ev t ' t t  r r i t l t  t l t t ' t t t l t k t ' - r t r - l r t t r  t l t t t s i o t t s  t l r a t  i n fo rm ' l ' ( l l : .

, , \ l t ho r rgh  th t ' se  t e r t d  t o  i g t t o r t ' t he  cv i t l t r l t  t ac t  t l f  l ) ( ) \ \ ' e l ' a r l d  i t s  p lacc

i r t  orr r  l ives,  thev arc in tp() r tant  \ \ ravs of  ta lk ing about  f tu t t t i t t t  bchavior

that  arc b lcssc 'c l lv  f rce of  rc l ig iot rs  ancl  cu l tura l  id iosyncrasy.  Ycs,  i t  is

L lsefu l  to  th ink througl ' r  the largcr  consequcnccs of  g iv ing indiv idt ra ls  thc

f reedorn to pursue thei r  on 'n in tcrests ( i le ' lbcqucvi l le  2000).  I t  is  s in lp l l '

that  when vou t rv  to lnove,  as Iagree wc shoulc l ,  to  thc micro lcvc l  to

Lrr - r i lc l  a  r igorous theorv of  hLlman behavior ,  vou have t r l  invoke sonle

nrorlel oi thc inclividual that cliffcrs tr<lnt lrotntt ((otto,nicus if ttne is ttr

sav anvth ing re levant .  I  am ccr ta in lv  opl t - t l  to  the chargc of  overrcaching

but ,  wi th respe'c t ,  I  th ink i t  is  votr  who docs t f r is  as vou g l ic le  b l i thc lv  f rom

t l re a l rs t ract  assLl lnpt io l t  <t i  l tor t to  t ' t 'o tuurr i t - t ts  in to ntak ing asser t ions aboLl t

r ca l  hu rnan  behav io r ' .

Lc t  n t t ' i l l t r s t ra t t ' .  l t  i s  t  l t ' l r r  t h i r l  r l i s c i p l i r t es  i r t  gcnc rn l ,  a r t t l  ( ' ( ( ) l t ( ) l t . l i s t s  i l l

pa r t i cu la r ,  dev r l op  soP l r i s t i r ' l t r ' t l  u l t vs  o f  p ro t t ' t  t i t t g  t h t ' i r  d i s r ' < i t t r s t s  l r ( ) l l l

t hosc  who ,  l r ke  l r e t k l t ' r s ,  no t t l t l  t r l ) \ ( ' t  t l t t ' r t l .  l l l e  t r t t r  o f  sp ruc l r c t l i k  i s

to know the c l is t i r rc t ion br tnrerr  th t ' t l iscotr rs t 's  ar io t t ts  ancl  i ts  rcasclnecl

c ieduct ions.  l ) isc ip l ines rc t r ta i t t  opt t t  to  cr i t ic isrn of  thei r  c ' leduct io t ts ,

indeed that  is  much of  what  research ancl  theoret ica l  c lebate '  is  about ,

but  thcv are immunized ar  dcf in i t i r r  against  having thei r  ax ionls  replaccd.
' l 'herc 

is  a tauto logv here,  for  nen'ax ioms tnean a new paracl ig l l l ,  i l l

a  Ktrhnian scnse,  or  ntore s l tec i t rca l lv ,  a  new thcorv and d iscot l rse.  l ;or

exanrplc ,  ( 'omment ing on l )eol l lcs '  marr iages n 'c  wot t ld  normal lv  use

language that  cannot  bc rc lated to Becker 's  analvscs t l f  whr ' '  pcople hav€.

chi ldrcn.  I )o ot t r  cot l t r l tcnts thcn cr i t iq t le  Becker 's  wt l rk? No,  ther"  ar t '

par t  of  a c l i f tercnt  languagc garnc.  ln  t l - t is  sanl t ' r 'e in I  have g iven var iot ts

cconomis t s  Occas ion  t r t  r e t t t a r k ' \ , \ , t - l l  t ha t ' s  i r t t c r cs t i ng . l ( 1 ,  bL t t  i t  i sn ' t

econo rn i cs . 'S< t  l ' < t t t  l t t t c l  I l t r t ' r t s i r r g  t l i t f t - r c r r t  l anguages .  l h i s  i s  wh1 '  a l l

o f  us should stuc lv  Nf  c( . loskt ' r . 's  n 'ork c l t tsc lv ,  espccia l ly  hcr  woncler fu l ly

ta r t  summarv  o f  economi t s  as  a  rh t ' t o r r ca l  pas t imc  (Mc ( l l oskcv  1998 , ) .
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At a more speci f ic  levc l  le t  n lc  rebut  your  suggest ion that  wi l l iamson's

work or  indeed the T( ,h has i l luminated thc <tr ig ins Of  organizat ions,

that  is  why they ex is t .  I ' l l  g ivc vou that  thc,v might  prov ic le ins ights

into the movement of  an cx is t ing organizat ion 's  bouncl l l r ies.  Bt t t  what

they have rcal l ,v  i lonc is  g iven cconomists the smug feel ing that  thev

know sor-ncth ing a l tout  hrms,  anci  th is  is  far  f rom being the samc th ing as

addressing manager\ '  quest i ( )ns.  I f  yor , r  te l l  thc averagc cntreprcncl l r  t l r l l t

her  or  h is  f i r rn cante in to cx is tence because i ts  t ra l tsact ion costs were lo tvcr

than those in t l rc  lnarket  for  th<tse sante t ransact io l ls  v<lu ' l l  l ikc ly  get  a

terse ancl  not- too- f r icndly rcsporrsC about  ivorv towers ancl  ecc lnomists

not  underst i ln( l ing anyth ing about  innovat ion and thc t ravai ls  of  making

i t  happen .
As I  have nr i t ten e lsewhere,  the ic lea of  compar ing t ransact ion costs

wi th in ancl  n ' i thout  the f i rm seerr ls  obvi< l t ls  Cl lo t lgh to managers,  am()ng

whom I  n.ot t l t l  inc lude rnvsel f ,  whi le  c t lns ic lcr ing a make or  buy dccis ion.

lnc leecl  i t  nas ( .oase's  conversat ions in  19.1 '1 wi th real  Amer ican c() rpo-

ratc execut i \ .es,  rather  than wi th econc)mists,  that  prec i t r l i ta ted h is  19.J7
' in tu i t i r tn . '  [Jut  such managers arc not  rnaking the compar isOn ect lno-

mists s lggest-about  an iso lated t lansact io l l ,  as Wi l l iamson ins is ts  was

(-ctmmirns 's  asser t ion.  ( lon lmons's  argument  was actual lV qui te c l i f ferent ,

but  le t  t r r  sk ip that  for  toda.v;  rather  h is  point  is  that  every t ransact ion is

embeclc lec l  rn a complex s i t t la t io l l  ( ( .ommtlns 79211 t tnd i t  is  f rom thei r

grasp Of t l t i l t  l ranagers br ing a substant ia l  amout ' t t  o f  tac i t  knowledgc

to bear-r r l l  t r f  which is  c f fect ive lv  c l isa l lowecl  by 1 'ot t r  l tuno c(ot totn i ( I t \ '

But  le t 's  s t ick wi th your  charactcr izat ion.  l ,c t 's  take the not ion o i  the

internal  cost  9f  a t ransact io l l .  l lven assunl ing wc coulc l  get  oul  COSI-

ancl -works accountant  to  est imate th is-which is  wh-v they are known as
,est imators ' - r r , ,hat  about  the a l locat ion of  ( )verheads,  that  is ,  the c lass ic

manager ia l  accountant 's  problem? How nluch c l f  the unique,  i r is tor ica l lv

cont ingept ,  ancl  ongoing costs 9f  sct t ing up the hrm ancl  r la inta in ing

i ts  in f rast r r rc turc shoulc l  be a l locatcc l  to  th is  par t icu lar  t ransact ion/  [ lerc

the abstrat  t  and not  verv c lcmancl ing ic lea of  determin ing th is  cost  co l -

l ides wi th the rcal i tV of  a f r rm which cannot  cver  calculate,  as opposet l

to  est in tate,  such costs.  
' l 'he 

possib i l i tv  of  doing th is ,  even i f  onc hacl

a complct(, rccorcl Of everV cost it- lcLlrrecl going back to the founcla-

t ion of  t l tc  t rnt r ,  is  f ina l ly  completc lv  underct l t  bv the t tncel ta intv  ( ) t l

which l )er l rose 's  lvork ( f ,d i th 's  that  is ,  thougl ' r  Roger 's  woulc l  c lo as n 'e l l )

prvots.

What  is  the I 'a l r rc  t t t  the business of  i ts  recorc led rcsourccs ant l  o ther

inventorv? lVc canr tot  te l l - that 's  thc point .  l 'he < ln lv  th ing w' t 'k t lo iv  for
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ccr ta in is  that  i t  cannt l t  hc 'at  cost , ' for  i f  i ts  va l t rc  is  rca l lV that  then wc'are

c lenving the possib i l i tv  of  prof i t ,  ancl  wi th that ,  surv iva l  in  an impcr tect

nonzero t ransact ionS CoSt e l lv i ronment .  
' l 'h t ls ,  

lnanagers est imatc rather

t Ian calculate whcn consic ler i r lg  thc i r  rnake- t l r -buv c lec is ions and thesc

processcs are (c)  h is t< l r ica l l r ' '  ancl  sr rb iect ivc lv  cont ingcnt  and tht ts  cant lot

bc i l lurn inatec l  by the '  abstract iorr  <t l  l r t t r r tu  (cotnt t icu.s at lc l  ( l r )  can nevcr

bc p i r rnecl  c lown enough as basis  to Providc a ' thcorv t l f  the f i r l r . '  I  learrc

ol t  o1e s ic lc  the ct ' r rnyt l r . rncrr tarv issrr t '  t l la t  ( ) rganizat ions arc col l lp( )sed

Of  n t r t fC  than  n ta t t ag ( ' t r , t t l r l  t l l t ' t l t t t ' r t i , r t l  i l t  l l t t t t ' l l l anage rs  COmmt ln lCa te

the i r  r nak t ' r l t  b t tV  t l t ' c i s i o t l s  t o  t l l t i : t  t l t l t t l ag t ' t l .  g iVe r l  t ha t  t hcv  t o t l  a r c

l css  t han  f t r l l v  t l t t i o r l . t l .  I  l l r r s  r t r t t r  . t ss t ' r t i r ) l l  t l l ; l t  ( ' ( ( ) l l ( ) l l l l c  r eason lng

un ( l e r l ) i l l \  o rg . t r t i za t ron  t l t co r i z i ng  i s  l t r cc i s t ' l r  i t t L (  ) ! l ( ' (  t .  (  ) l r  l l l t '  con t ra rv ,

( , ( ( ) n ( ) l i l i ( \  t l t ' P l o r , s  i t s  r l t t ' t o r i t ,  u n s ( r t t r s s l t r l l r  l r o t t t  t l t t ' t ' t ! . l  t t i z l t t i o t t . t l  o r

l lanagerncnt  thcor is t 's  point  of  v iew,  tc t  h ic le thc vcrv arat i ( ) l la l  i t r t t t i t ive

asl)ects of fturnan bcings that rnust be brought into view if r ' l 'c arc evcr to

unclerstand whv organizat ions er is t  rathcr  than s imply tak ing them f t l r

grante d-as econorr is ts  c lo whr.n a l tp lv ing a 
' l ' ( .1)  

approach to the locat ion

of  thei r  bounclar ics (yet  another  content io l - ls  concept) .  l t l  presume wc can

bVpass thesc issttcs tl i  ttncertaintv and hotrnclccl rationalitv n'it l .t sotne' a-

cogni t ive behaviora l  not io t ls  secms qt t i te  l l izarre to me,  c lenving as i t  t l t lcs

the wholc not i ( )n of  hur .nan agL- l tc \ ' . ' l  h t rs ,  whi le  thc ( .arnegie l 'ech group's

work is  cxt rente l l '  in terest ing ancl  provoci l t ive i t  t r l t i rnate lv  fa i ls  because

<r i  i ts  l r t r r r r l t '  t l t  a I rat t t l t l t l  i t ' tg  I  t t t t t t t t  ( ' t  t t t l  t t t t t  i t -  I  t  : '

l i l r r  go  o r r  t o  c i l r . ' l i a r ru r r r l  u r r r l  t hc ' i t t c i r t c ' en t t n t / i < l r - r t r i b t r t i o t l s  schcma. '
- l ' h i s  

i s  cs l t ec iu l l r  r . ' r r r r o r r s  t o r  r o r r  i l r ( '  i l l l p t ' a l i r t g  t ( )  i l  t  r i l i t  o f  N l l  r a thc r

than  i t s  su l )p ( ) r t c r  t l  t h tnk  ro r r  r e , r l l r  l r c i u t  t ( )  t i t e  \ l l r r c l t  an t l  S imon) .

I have  l ong  re ' ga ru lec l  [ ] a rn ; r r t l  i r \  ( ) n ( ' r i l  l t ' s s  t h l t t l  a  ha r l t i f t r l  O t  peop le

who have sai ( l  somethi r . rg t t rnc lar le  r r ta l lv  rur 'eal i r rg a l r t lu t  organizat i r lns.
' laykrr ,  vcblen,  ( lc tase,  ancl  l )enrose noulc l  bc othcrs.  But  i t  l - ras taken

me .J .5 vears to grasp where I  par t  company f rom Barnarc l .  l t  is  a b i t

per ipheral  to  our  d isct tss ion Lr t r t  a t  issue is  whcther  the < l rganizat ion is

a c losccl  ancl  thcrebv calculablc  svstc ln.  l 'h is  bears o l l  ( ) t l r  c l iscLlss io l l

i 1  t he  s i l t l e  wav  tha t  l t r v  an i l  r l i s t i ngu i sh  cs t i n ta t i t t t t  a t r c l  ca l t ' r r l a t i o t t

abctve- t 's t i r .nat i ( ) t t  bc ing ot t r  in tu i t ivc wav of  abbrc" ' ia t i r lg  or  'Clos ing of f '

an open s\ ' \1( 'n t  to  renclcr  i t  ca lculable.  l 'hcre is  a tvot lc ler fLt l lv  cvt lcat ive

pape r  bV  K la l l p  i r l r o r r t  t hc 'O l t en ing  i t n t l  c ' l os i t l g ' o l ' s vs t c l ns  (K lapp  1975 ) .
- l 'hus 

managcr ia l  rs t i r r l r t t ,s  r lcpent l  on ht ' t t r is l ics ( r ( )ut ines?)  rather  thal l

on  t heo ry  o r  ca l c t r l t t t i o t t ,  . t t l t l  t l t t ' s t ' , t r t ' t t l t v i t l t l r l v  s l l ec i f i c  t < l  t he  h rm anc l

i t s  opc ra t i ons  anc l  l . r i s t r t r r ' .  l n  u l l  p ro l r l b i l i t r ' ,  t hev  a re  a l l  t ha t  ca t r  b t ' kn r lwn
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of  the f i rm. ' l 'h is  is  wl . tv  l ' t 'nrosc 's  theorv rcqt t i res ot l t ' to  consi t ler  nt l t  on lv

thc d i f f icu l t - to-cst imate costs of  learn ing hc lw t t l  ge l ter i l tc  serv iccs f rom

resources in  a f i rs t  pe ' r ioc l  but  a lso the rec l t rcecl  costs of  rc i l [ ) l ) lv ing thc

rcsul t ing knclwlec lge in  a secctnd pcr iod.  l t  is  th is  secot ' tc l  ant l  s t r t rscc l t tent

pc r i od  reduc t i on ,  anc l  t hc  resu l t i ng  c l vna tn i sm,  wh i ch  d r i r . es  t l t t  g t r t r t t h

of  the f i rnr ,  not  thc costs incurrcc l  in  thc f t rs t  per iod.  At  the s i t t l l t ' l i t l lc

t l - re knowleclgc generatcc l  is  hostagc t<t  t tn forccastable changes t l l  t i t t  t t t t t -

s tancc that  r r ight  rcnt ler  i t  wor th lcss.  l )c t t rosc 's  t r rm is  opcn,  c l t lscc l  or t l r

by  t hc  managL-men t  t ca rn ' s  i n t r r i t i ons  anc l  a r ' t i o r t s ,  anc l  t he i r  l eu r t t i t t ' l

as a resul t  o t  thei r  cxpcr icnce'of  applv ing that  kn<l lv lec lgc.  L ikewise t l l t '

r ichness in  IJarnarc l  is  that  he posi t ions ' the execut ive 'as the onc wht ls t '

in t r - r i t ion an( l  creat iv i tv  'c loscs of f '  thc c l l is te 'mological  openness that

he c ie l incs in to h is  analvs is  wi th h is  t r in i tv  of  s t tbsvstcms' i t . lcotnmensu-

ratc between themselve s. '  
' l 'hr rs ,  

thc i t t t l t tcc l l le  t l ts lcorr t r ihut i t ) l . ls  schcma

is  t he  vc ry  an t i t hcs i s  o f  r a t i < t t t a l  ca l cu la t i o l t .  No  o t t t ' can  ca l cu la t c  t he

ul t i rnate benef i ts  of  par t ic ipat ing in  a f i rm.  Nor can t l ' rc  i r lc luc ing f i rm

clo th is ,  s ince r r t t tch < l f  what  i t  rec lu i res of  i ts  par t ic ipants rs  to innovatc

in the facc of  the inevi tablc  uncer ta intv  of  business.  Nor can the t l rn l

ever  kno\ /  the ent i re set  of  inducerncnts act ing on any < lne i r lc l i r ' ' idual -

i t  rnay a l l  l te  c iue to h is  rn<l ther  c l r  s i l r l ing jca lot rs ' r ' .  | 'hus thc l lcnthamite

Calculus fa i ls  ancl  b1l th l )cnrgse'ancl  l iarnat 'Cl  see managcrs ancl  a l l1 l t l lc rs  as

having arat ional  capabi l i t ies which g()  far  l ley()nc l  thosc impl iec l  l tv  l romtt

ac0n0tn i (u5.
l .e t  mc wral )  up mv casc.  Ycs,  I  cornplete l t 'agrcc wi th you that  i t  woulc l

be goocl  t9  sur facc ancl  c lar i fv  thc micr t l fo t lnc lat ions to our  thcor iz ing

about  organizat ions (ancl  ntarkets too prcrhaps,  but  that  is  f< l r  anr l ther

day) .  I  a lso agrcc wi th thc general  thrust  of  vour  comments,  a l ( )ng wi th

Nicola i 's ,  that  the wav we see col lcct ivc lcvel  not ions dcplovccl  of tcn inc l i -

catcs no nrorc than s lopl rv  th ink ing.  In  m\, 'c1e ' fensc,  I  or ig inal l ' r ' in tenclec l

to L lsc the contrast  of  inc l iv idual  ancl  co l lcct ive ' levels  to nt l t t t ta l lv  c lef tne '

ar)c l  so i l luminate some KM issues rathcr  than,  as vot l  prcsulnecl ,  propcls-

ing we coulc l  ta lk  usefu l lv  about  cc l l lcct ive kn<lwledge <ln i ts  own.  But  as

we probe for  some nt icrofc lunclat ions we c l i f fcr  wic lc lv  i t t  < l t t r  v iews of  thc

conscquenccs <t f  c lo ing th is .  I  s t rspect  yot l  and Nicola i  both want  to har lg

onto l tomo t ' tonutn i t -us becausc i t  is  the mothcr  loc lc  of  and just i f icat ior t

f r t r  cconont ic  c l iscourse,  for  example,  y( )u see l l r ight  prospects f r l r  rat ionl r l

chgice tl 'rcgrr. '. Yclu know that if yotl lTlovc to an<lther model Ot tIAIl , ()l l t '

that  ernbraces in tu i t ion ancl  emot i t l t t ,  pcrhaps,  Vou c lcpar t  the d isc ip l i t tc

i tsc l f - in t€t rcst ing pcrhaps,  bt t t  i t 's  not  ect tnonl ics.
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I ror  mv par t ,  Iam narrowlv in terestcc l  in  managers and thei r  orga-

nizat ic lns ancl  bel ievc we facc stark conccptual  choices,  that  is ,  e i ther

we bel ieve that  economic theorv can g ivc us a managcr ia l l l ' '  usef i r l  the-

orv ( ) f  the r t rganizat ion or  wc.  c lo not .  L ikewisc we n l ight  assume and

take organizat ions aS axiomat ic  ancl  t tnpr t lb lemat ic ,  se l f -ev ident  soci t le-

conomic cnt i t ics that  havc botrndar ies and exis t ,  and a le separablc f rom

thci r  ntanagers. ' fh is  is  the main at t ract ion of  svstems theorv,  for  the

popular i t l '  o f  which Barnarc l  musl  c lear lV takc sotnc b lame. I i ror .n th is

assumpt ion we prohe for  thc organizat ior ta l  svste nt 's  inhcrent  nat t t re anci

character is t ics- feedback,  c l r t t tb le- lool )  lear l r i l lg .  e t lv i r r l t tmenta l  sensing,

ancl  auto l )o ic t ic  l tcr l ' raps.  I  s t ' t '  s r r t 'h  theor iz i l lg  at l t l t t t  h t tn lan organiza-

t i ons  as  a  t t l i nc l  a l l ev  s i n tp l v  b rcnus t  i t  p t r shcs  peo l t l t  a l r t l  t he i r  a ra t i ona l

charactcr is t ics out  ot  thc at ta lvs is .  ( ) rganizat i r l r ls  arc l Ia( lc  up of  people,

we sav.  l 'he a l tcrnat ivc.  is  to  sec organizat ion as the problemat ic  and p lace

our ntodest  conceptual  ch ips on an ax iomat ic  rnocle l  o f  the indiv idual ,

which is  the MI impulse.

But  herc comes the hook.  wc have to adopt  a model  of  man that  nrakes

being organized,  as opposccl  to  operat ing sel f - in tcrestedly in  a market ,

explicable. Homo t'crnroril lcl l.t is actually Nontlrganizable Man, by assump-

tion, for there can ne', 'er be a clccontexttralized rational reason for him to

col laborate wi th others in  the pt r rsu i t  o f  a nonpetsonal  goal ,  so goals and

goal-s t  t t ing arc centra l ,  as vol l  s t lggcst .  
' l 'he 

explanat ion for  an indiv idrra l 's

ackr l - r t ing an ( ) r .qanizat i r tnal  gt la l  as t l l lp< ' rsc.d t ( )  a  pers() r l i l l  goal  l i i 's  in  the

pa r t i cu la r i t i t ' s  o f  t he  t ' r r n t t - r t  o l  t ha t  t ' ho i c t ' ,  l t nd  t h t ' r e ' s r t l t i t l g  t hc< l r v  i s

th r - r s  ab1 l t r t  t ha t  r ' on l t ' r t  r l r t he r  l l r a r r  r r  t r n i ve rs r t l  t l t e t l r v  o f  r l r gan i za t i on .

The opologi tL,  t l r t  i t l t 'a  t l ) i l t  i l  l )ar t i ( ip , r r t t 's  goal  ca l l  b t 'Per fect ly  a l igned

w i th  t ha t  o f  an  o rgan i za t i o t r  i s  i us t  t h t ' k i n t l  o f  r he to r i ca l  s tu f f  wh i ch

McCloskey cxposeS. Horntt t ' t ' t trtrtttr larl! is a Creature of self-intercst alonc.
' l 'here 

can never bc a theorv of httman organization whicl-t makcs such an

inh t r rn ln  ax i r l t n  i t s  l t as i s .

l applaucl vour drive to the microfclundations for it forces these qucs-

t ions to the sur face ancl  in  so doing br ings nearel  the t ime when we

go bevond lromo economictts ancl adopt a richel more c()ntextualized ancl

real is t ic  r r tor le l  o f  man-such as might  appear in  anv of  great  novel .  So I

bel icve vou havc vet  t ( )  comc t t l  terms wi th thc fact  that  our  pro iect  wi l l

r , r l t imate lv  rencler  nt l t inst re l tm t 'n icr< lecr lnomiC ( l iscourse a Cur iOsi ty  of  the

past ,  as Mc( l loskcr '  \ t lggc\ t \ .  . \s  r 've prr lbe thc g<lve ' rnance charactcr is t ics

of  real  organizat ions at t t l  er tcncl  thc K( i , \  \ \ ' ( .  confront  the core issue for

our  theor iz ing,  of  managi l tg  t l . rc  i r l t t r i t i t ln  and agencv of  human othcrs.

Hornp L ' t -or tot  t ic t ls  is  t t<t t  a  gt l r tc l  l l lact  to  s tar t  f9r  hc,  a las,  has nc i ther .
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10.7.  Teppo:

f ( i ,  I  agree. ' l ' ransact ions are compler  and harc l  to  calc t r la tc  l )< lwer is

important ,  so are socia l  dvnamics.  l ) isc ip l in t 's  have thei r  t lor rns;  l ler -
haps we arc engagccl  in  ' languagc gan)cs. '  I l t r f ,  thc uncicr lv i r lg  ( ' thos

that  in forms mv approach to lnal lagemcnt  sc iencc is  mt l re ar la lv t i<al

in  nature 'ancl  morc real is t  in  pers l lect iv t ' . ' l l ' ra t  is ,  in  the end l r 'e  l rave

to expla in sotneth ing thcorer t ica l lV,  in  pars inronious fashion.  Wc car t r t ( )1

inc luc lc  evervth ing in  the ntodel .  ( ) r ,  we cann() l  s i tnplv  say that  evcr \ ' -

th ing is  rnr" r tual ly  instant ia tcc l  (c f .  ( l iddens 1984).  l ta ther ,  wc havc to

focus on kev c lements anci  c l r ivers and asst lme awav the rc 's t :  ide 'a l izat ion

and abstract ion is  the esscnce of  sc iencc,  i ts  power ancl  beautv.  So,  i t

is  not  suf f ic ient  to  s implv point  to  Conlp lex i tv ,  or  somc t l thcr  x- factor

1n'hether environment rtr power) arrcl sa,v that ar-r approach is somehow

wrong.  Rather ,  we nccd to Come r . rp wi th a l tcrnat ive t t r  contPlcmentarV

or expansive cxplanat ions to the ones a l rcacly  prof fcrcd,  t t l  o f fcr  bet tcr

ideal izat ions ancl  mocle ls .  Nt lw,  economics is  cer ta in ly  nr l t  a  l lanacca,  I

have simpll, acivocatecl cconomic reosotlin,{ and intuit ion givetl its ana-

lytical nature ancl tendcncv towartl rcclttction. I ntight notc that clcspitc

Vour pronounCements to the cont larv-Barnarc l  (19: iu)  ancl  lv{arch ancl

Simon (1958) cer ta in ly  appcarecl  to  sharc th is  in t r . r i t i r )n.  |or  cranlp le,

Barnarc l  was fa i r lV c lear  nr t t  onlv  in  h is  crnphasiS ( )n inducetr lc t l ts  at l t l

contr ibut ions,  but  morc general lv  h is  approach was expl ic i t lY c l r ivcn bv

ntethodological  i r - rd iv idual ism: ' ' l 'hc inc ' l iv idual  is  a lwavs the basic  s t la tcgic

factor  of  organizat ion '  ( - l9 .18, :  I  . l ! ) ) .

Now, whcre c locs th is  lcave t ts? Let  mc of fer  two concludi l lg  thouglr ts :

an cpis temological  point  and then hopefr t l lv  somc kev poi r l ts  or icntec l

toward 'f irst principles'-tvpe of rcsearch qtlestions.

f i rs t ,  I  c lo  nc l t  th ink that  car icaturcs of  economics hel l l  us ac lvance

c'l iscussions about ttnclerstancling organizations, knor,r' leclge, ancl rrrganiz-

ing.  In  shor t ,  I  real lv  c lo not  bu_v in to the language gat l lc  i t l t t t i t ion < l f

epis temology in t roc l r rcecl  bv Ktrhn,  Wi t tgenste ' in ,  l t t tc l  o thcrs.  I  wotr l t ]

ra ther  l ikc to th ink,  naivelv  perhaps,  that  wc arc a l l  engaged in an cf for t

to  t ru lv  t rnderstand organizat io t rs :  thc i r  nat t t r ( ' ,  < l r ig ins,  advantage,  an( l

so for th.  l \ , l ic rofoundat io l ls  arc ( 'e t l t ra l  to  t l t is .  lc lo  not  scc c l isc ip l i r tarr

boundar ies as bc ing re lcvant  to  the ef for t  to  unclerstancl  orgal r l izat i ( ) l l \

There is  cxce ' l lcnt  work on o lganizat ions bc ing c lgne in CCOnOrl l i ( \  ( t '9 . .

( lar icano 20(X)) ,  t . t t t tch of  i t  formal  and analvt ica l ,  and thcrc is  t ' r t t ' lL t ' l r t

work being c lone in s t rategy ancl  c l rganizat ion theorv (c .9. ,  \ iekt ' rsor l  , i t r t l

Zenger 2O04).  I  sec ' t ranscl isc ip l i r rar i tv 'as of fer i l tg  an i l l t l ) ( ) r t i l r l t  t l l t t l r ( '
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f< t r  organizat i< l t t  sc iet tce ,  thc t l r lu t lc lar ies s implv arc u l lnecessarV at l t l  the

cl isappearance t t f  c l isc i l l l inarv hot tnc i l r r ies wi l l  o t rg l r t  to  g ive wav to I  b t t -

tcr  unclerstanding ahot l t  ( ) rganizat i ( ) l la l  prhenonlena.  
' l  

hus,  l l rogramtnat ic

cf for ts ,  such as Nicola i 's  'knr lwlct lgc-govelnance approach, '  apprear  to l r t '

h ighly  conducive t t l  the in tcgrat io t l  < l f  ins ights f ronl  nt tmerotrs  t l isc i -

p l ines,  t9  hc lp l ts  t tnc lerstarr t l  s l l t 'c ih t '  q t lest i ( ) l . ls  s t l r rouncl ing knowleclgc

ancl  co l lect ive ef for t ,  (  ) rga l1  i  ; i  i  l l  g ,  a  t l t l  orgat l  tz i l t l  o l ls '

Now, I  a6t  pot  c  or lp l t ' tc lv  narr  t '  l  l t t 'or t ' t i t l r l  i r rs ights f ronl  c l i f ferent

c l isc ip l ines c 'an l r t ' ,  . rn t l  o t t t , l t  . l r ( ' ,  (  { ) r r t l - i t ( l i t  tor r ' .  s t l t t tc t i t t ' tcs wi l t l lv  s t l ,

aS  i l lUS t ra te t l  l t r '  l l l c  r ( ' ( ' l l l ( ' r g l ' l l ( l '  r r 1  t l l t '  t l t ' ,  , t  l . l s s i t . t l  ( ' ( ' ( ) n ( )m icS  VCrSL ls

o rgan iTa t i ( ) l t  t l r t ' o r v  t  l l l s l t  t t l .  l . t ' r i l t r o  t ' t  . l l .  l (X )5 ;  I ' f t t t t ' r  l qqT ) '  I l t l t '  be ing

the  na l vc  reu l i s t  t ha t  I  a rn ,  I  b t ' l i ev t ' t ha t  t hese  c lashes  ( ' a r l  a r l ( l  ( ) t l gh t  t o  l ) c

set t lcc l  v ia thc t r ter i ts  of  t l rc ' rcspect ivc argt tn lents rathe r  that t  t r tcrc lv  refcr-

r i ng  t 6 ' l a l guage  gan tcs . ' l n  g the r  wo rds ,  we  mt l s t  r ea l i ze  t ha t  r t ' asc ln ing

ancl  sc ience rc l ies (at  lcast  in  par t )  o l l  that 'massive ccntra l  corc of  l ' t t ' t rnan

th ink ing which has nO his torv '  (Stra l t 'son 1959:  l0) .  
' l 'hus,  

retcrencing

language games is  s implv an act  < l f  aca( lcmic cowarc l ice-an ef for t  t r l  avoic l

engaging wi th thc issues,  log ic ,  ar lc l  argulncnts i l t  s take.  l iu t thcrmore,

c i t ing language ganlcs inhcrent lv  c l t les not  rccognize that  somc thcor ies

ancl  argumcnts and facts s i r lp lv  are ia lse.  per io(1. - l 'h t rs ,  vct t ing the ' t r t rc '

ancl  , fa lsc,  of  argrrments,  prop<tscd facts,  ancl  theor ie.s  is  at  thc veru '  hear t

of  sc icncc.
sc< .on r [ ,  l t ; r t ' k  t o  l l t ( ' n t i l t l ( ' r  o f  ' h r s t  p r i nc ' i p l es ' -wha t  a re  t he ' kcv  f oun -

c lat io la l  r t ,s l ; r r ' l r  r lLr ls t ior rs  t  l ra t  re l ; r t t '  to  k t tor ' r ' l t 'dge a l lc l  orgal l izat io t rs?

F f < t n r  t r t v  l ) ( ' r \ l ) ( , C t t \ ( ' ,  l t l ; t t l r  o 1  l l l t ' s t ' r t ' r ' o l r ' ( ' i l r ( ) t l l l ( l  t l l t ' t l e e t l  t < l r  a  t r l i C f t l -

f < t u n C l a t i O t t s  
' p r o g r a l l l ' ;  , t g l t i t l ,  l  r t ' t '  t l l t '  k t r o r r  l c t l g C  g ( ) \ ' t r l l a l l ( c  i l l ) p r o a c n

( F o s s  2 0 0 7 r r ) a s  o n e  v c h i c l e  t o r  c i r r r r  i n s  t l t i s  o t t t .  S o .  l t ' t  t l l c  t n ' t o  a r t i c u l a t e

sorne kev  areas  tha t  c lcscrvc  f r r r ther  co t ts ic lc ra t ion .  A  kc 'y  i ssue i rn l l l i ca tec l

bv  mic ro f r l t lnC la t iO l ls  i s  < lu r  l ' n t l c le l  o f  human ra t iona l i t v  and h l lman

nature .  Spcc i f i ca l l y ,  g iven  recent  changes in  t l t t r  concept i ( )n  o f  h t tn la t ' t

ra t iona l i t v  anc l  c lec is ion-mak ing  capab i l i t ies  (c .g . ,  ( i igercnze l  e t  a l .  1999;

Kr t rcger  and y r " rnc le ' r  2 (XX) ;  \ , {cKer lz ic  2 (X)4) ,  r l t t r  n lode ls  o f  ra t io r la l i t y  i t t

l ' na l tagernent  a lso  t tecc i  tO cvo lve  anc l  rc t ' l cc t  thcse  chang ing  cc lnccpt i r lns '
' l ' f rus ,  

so t r t t ' kcv  ques t ions  inc l t t c ic :  I l t lw  c io  wc  spc t r f r . ra t io t la l i t v  appro-

pr ia tc ly  in  o rgar r iza l ion  sc icncc? How c lo  our  spec i f l ca t io t l s  o f  ra t iona l i t v

re la tc  to  s t r i l t cgv  an t l  r l rgan iza t iona l  con tcx ts /  Human nat t t re  a lso  is

ccn t ra l  to  our  t t t t c le  rs t l l t l d ing  o1  t l cc ' i s io t t -mak i t lg ,  learn ing ,  anc l  so  f t l r th ,

a n c l  t h u s  e x t a n t ' b l l r r l k  s l ; r t e - l i k e  , ' h t ' a r . i l l ' t r e h a v i o r a l ,  m o d e l s  a l s o  t r e e c l  t o

be g l tda te 'd .  Anc l ,  in  gc l tc ra l ,  ( ) r l r  ( ' ( )n ( 'e l ) t i r t t t s  o f  bounc lcc l  ra t iona l i tV  t lee( l

to  p lacc  rnore .  emphas is  o r t  ra t i r l t la l i tV  l l r t c i  l css  t ln  bounc ledness .
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A seconcl  kcy isst re is  thc rnat tcr  of  ho\ '  \ 'ar io t ls  sr tc ia l  e ' f fects cmcrgc

ancl  or ig inatc f rom int l iv ic l r ra l  act ion anr l  in tcrar" ' t i t l r t .  Spt 'c ihcal lv  two

th ings need to bc r t 'cogt t izct l .  F i rs t ,  that  var i< l t ts  soci t t l  c f f t '< ' ts  (whcther

thc c l rganizat ion i tsr ' l f  ( ) r  mat ters sr tch as networks)  t l t ' t ' t 'ss l t r i lv  have'

inc l iv idual - levt ' l  or ig ins ancl  antece( lcnts.  Secon(1,  i t  must  [ r t '  r t ' togt t izec l

that  ind iv ic lual  i lc t ior l  is  taken n ' i th i r t  sot ' ia l  cot . t tcxt ,  which i t l  t 'ss t ' t t t ' t '

rcc lu i res the negot iat ion <t f  hctcrr lge ' t t t 'o t ts  l t re ferenccs ancl  in terests Kt ' r .

r lucst ions therr  inc luc le '  thc f<t l lor ' t ' i t rg , :  Hrru '  r lo  var iot ts  s( )c ia l  e f f ( ' (  t \

whether  nt ' t l r 'orks,  <t rganiz l t t i< t t ls  t l ' t t - tnselves,  s l ruct r l r ( ' .  ( ' tc .  cn lcrgt '  t r {  ) l l l

i lc l iv ic lual  in teract ion? I low c locs colk .c t ivc actr ( )n eut t rge t rom | re1. ' , , , * . -

neous interests or  bel ic fs? How c io hcte ' rogeneous prcfcrcnc( 's  a l t ( l  i t r terests

gct aggrcgatt 'd or negotiatccl?

Another  i r r tcrcst ing rn icro-nracro isst rc  is  the re lat ionship l te t lvccn inc ' l i -

v idual  i t rc igment  ancl  var ious organizat ional  forms.  Scholars have reccnt lv

ra iseci  thcse issucs (set '  Knr tc lsct t  a t t t l  [ . t ' r , in th a l  2( lO7\ ,  br t t  t t t t tncr<l t ts

i r npo r tan t  ques t i ons  rema in .  l l ' r c  c l r r es t i r l ns  a re  pa r t i cu la r l v  i t l t c r cs t i ng

and impr l r tant  in  a knorv lcc igc ec() r to l t t \ :  1cf .  l ross 20(Xr;  leece 20O. l  t :  What

are krv ( ) rganizat ional  fornts that  best  tap in to knowlcc lge hotrsecl  i t l  s l l t ' -

c ia l izec l  cxper ts? H<lrv  is  an in<l iv id t ta l 's  i t rc lgnlent  best  < lpt in l iz t -d i t l  cr l l -

lect i r . 'c  set t ings ancl  what  in ' r l t l icat ior ts  t locs th is  havc f< l r  govetnance ancl

new organizat ional  fornrs/ ' lh is  area of  i r tvest igat ior l ,  a t  the nexr ts  o l  j t r t lg-

mcnt  and organizat io t ta l  forms,  apl )cars to l )c  par t ic t t lar l r . '  pronl is ing,  ar lc l

pract ica l lv  h ighlv  re levant  g iven thc t le tnat lc ls  < l f  knowledgc wr l rk-  l 'hcre

are a lso important  ancl  daunt ing isst tcs t<t  be invest igatc 'd at  th t ' l lcxt ls

of  inc l iv ic lual  ancl  co l lect ivc juc lgnrent .  l ' .x t . rnt  theor ics of ten assut 'ne that

s6cia l  in ter ; tc t ion sornchor, r '  opt imizes iuc lgment  ar td c lcc is ion-r r tak ing,

but ,  there is  p lcntv of  psvcht t log ical  l i terat r r rc  that  s i lggests th l r t  th is

s i rnplv  is  r rot  the casc ' . ' [ 'h t rs ,  thc fo l l< l r , r ' ing tvpc of  qt rest ions sc€ 'n ls  t ( )

be crit ical: Hrlr,r '  clocs jucigntcnt get aggrcgatecl? What fornls best optimize

inc l iv idual  c lec is ion-ntak ing capabi l i t ies ancl  r , r , 'hat  s i t t ta t ions rn ight  be nel l l

f rom forms that  pr i r . ' i lege col lcct ivc iuc lgment /
( ) r 'cra l l ,  lvc 'vc col ' ( ' rcd nt t tch gr<t t t t tc l  herc,  i t l  par t  perhal ls  ta lk ing past

each other ,  but  nonethelcss t f r t  excrc ise l ras be 'c t l  cngagir lg  ancl ,  we hol ) ( ' ,

in terest ing for  thc reucler .

10.8 .  fc :

' l h a r - r k s  
t e p p o .  t h i s  h a s  b c c n  f t r n  t t t t c l  t n a k c s  f r l r  a n r l t h t ' r  r t t ' p  r t t  t l l t '

< l t rgo iDg c t l t l ve rs ; t t i t l t t  i v t 'har ' ' t ' l l t ' c r l  l l i r v i r tg  l r l r  scv t ' r l l l  v t . ' l t r s  t lo r r "  \ \ ' t '
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are ccrtainlv aS one in <tur interest in organizations and management-

and in economics too. 
' l 'hey 

are impoltant f lames fclr thc steps we take

to t rv  and bct ter  the hunlan concl i t io l l .  I  th ink economists arc inc l ined,

l ike wi l l iamson,  to arg l le  that ' in  the be 'g inning there were markets '

(wi l l iar rson 1975:20) .  Iwoulc l  want  t ( )  rcs is t  th is  and argue that  perhaps

in the beginning tht rc  lverc organizat i r tns,  h ierarchi€.s perhaps,  wl t ich

etstabl ished the.  t i t le  t l ta t  l t ropt ' r t \ '  ( ) \ \ ' l lc rs  r r l ight  the 'n exchangc.  I r rcspec-

t ive of  anv h is tor ica l  c la i l t ts ,  i1  s t 'c t t ts  r . l lv i t l t ts  that  in  a Property-( rwni t lg
c lemocracv st lch as <t t t rs  t l l t ' r t ' is  s t r l t l t ' t l l i t tg  o l  a  cr l t tccptual  c l iv ic le between

SoC ioec ( )nOr t t i t ' r c l a t i o t t s  i r t  r v l l i t ' l l  p top i t  l ) t l r s t l e  t h t ' i r  own  i n te res t s ,  a

sys tem o f  t r t ' e  c r t l t a t t ge  t ha t . l p l l ca l t t l  t o  f l avek ; r r t d  h i s  c r l l l cagues ,  and

th11se i r t  n 'h ic l r  sonte inr l ivrc lu; r ls  ure obl iged t ( )  l ) t l r \ t le  at lo ther 's  in terest

wi th in a s\ .s tern of  l torver .  l f  th is  is  acceptcc l  we cal l  t rv  t t l  t t t tc lerstand ot t r

situation front at least two bascs in the hope that we ruight cr, 'erltr.rally

bring thent together in thc way that ptrysics aclvanced substantially when

mass and energy wcre equated.  Unt i l  that  t ime,  of  course,  we r isk ta lk ins

past each other.

l i_rt maybe it is only the conversation that is inrportant, for to den,v

the re lcvancc or  usef l l lncss of  language games is  i tse l f  no more than

another  language gamc. 
' l 'hus 

thc i rnpl icat ion is  that  we must  cont inue

t( )  in teract  across t tur  d isc ip l inary boundar ies ( language galnes) ,  ani l  res is t

the tcmDtat ion tO ta lk  onlv  to the rnembers of  our  own communl ty ,

thercbv sclltrating what wc tlo and whatevcr intcll igence' r 'r, 'e l lrrlclttce

f ront  t l re  r ( ,a l lv  i l l l ) ( ) r tant  r l r r t 's t ior ts  th; r t  ( ( ) l lcerr t  t l . t< lsc r ' r 'h t lse l i fc  is  nr l t

l i vCc l  i n  t he  t vo rv  t o t l t , r ,  t l l t ' 1 l t ' r l p l t ' t v l t o  t r t ' l t t t ' rCa l  va l t t e , ; r n t l  t f r e  rCa l

cond i t i o l r s  O t  l t l t ' .
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