
Symposium. Social Spaces and Field Boundaries
in Reputation Formation – peer-reviewed
https://doi.org/10.6092/issn.1971-8853/13764

Sociologica. V.16N.2 (2022)

ISSN 1971-8853

https://sociologica.unibo.it/

Reputation Traps
Social Evaluation and Governance Failures

RafaelWittek*

Department of Sociology, University of Groningen (The Netherlands)

Submitted: November 2, 2021 – Revised version: September 18, 2022

Accepted: September 20, 2022 – Published: October 17, 2022

Abstract

Reputations and the related social processes of evaluation are increasingly hailed as one of
the most promising mechanisms sustaining cooperation in a variety of mixed-motive set-
tings, ranging from neighborhood communities and formal organizations to online mar-
kets. But if reputation is such a powerful route to sustain cooperation, why do we then
see cooperation breaking down so frequently? The present essay argues that such reputa-
tion failures should be conceived as part of a broader set of governance traps as they result
from institutional designs that are based on misconceived assumptions about human na-
ture. My argument comes in five steps. Using a social rationality approach, I first outline
the contours of an alternative explanatory framework. Distinguishing between two types
of managerial control philosophies (rational vs. normative) and two forms of control (bu-
reaucratic vs. collegial) I then review the four major theoretical templates that currently
inform the design of institutions and organizational governance structures: agency, stew-
ardship, reputation, and social identity theory. Drawing on available empirical evidence,
I subsequently describe how each of these design principles may trigger vicious cycles of
cooperation decay. I refer to these processes as incentive, reputation, empowerment and
identity traps. I contend that the common denominator behind each of these sustain-
ability traps is that the structures in place fail to support the normative frame required to
sustain joint productionmotivation. I then present findings from selected empirical stud-
ies showing how specific relational support structures may prevent the emergence of these
sustainability traps, ormitigate their consequences. The essay concludes with a discussion
of implications for future research on cooperation.
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1 Introduction

Reputations and the related social processes of evaluation are increasingly hailed as one of the
most promisingmechanisms sustaining cooperation in a variety ofmixed-motive settings (Pod-
der et al., 2021; Milinski et al., 2002) ranging from neighborhood communities and formal
organizations to online markets. But if reputation is such a powerful route to sustain coop-
eration, why do we then see cooperation breaking down so frequently? Answering this ques-
tion is the aim of the present essay. I argue that despite much progress in the study of the
reputation-cooperation link, there is a blind spot in current scholarship, and this blind spot is
the behavioral micro-foundation of cooperation, that is, the theories of individual action used
to explain social phenomena (Bridoux & Stoelhorst, 2014; Foss & Lindenberg, 2013). Two
current trends fuel this oversight.

In the mostly experimental science of cooperation, the frontier currently shifts towards
problems of cooperation sustainability (Gächter et al., 2017; Bliege Bird et al., 2018). Insti-
tutions play an increasingly important role in this context. However, institutions are treated
in quite a coarse-grained manner, for example by distinguishing between regimes allowing the
development of reputations (Ahn et al., 2009) and the allocation of sanctions (Fehr&Gächter,
2002) from those not allowing it. Since the real-life governance structures attached to specific
institutional arrangements are inevitablymore complex, this leaves unaddressed howvariations
in governance structures within a specific institutional regime might impact cooperation sus-
tainability. Most of these experiments deliberately abstract from the complexities that char-
acterize real-life interactions, and in particular their embeddedness in the social and organiza-
tional context that surrounds them. As a consequence, our current knowledge concerning the
institutional conditions stabilizing cooperation through time is relatively limited.

Conversely, an important current development in the science of organizations is the study
of “new organizational forms” (Puranam et al., 2014), which advocates a much more fine-
grained analysis of formal and informal organizational arrangements, alternativemodes of con-
trol, and their impact on cooperation within and between organizations. However, problems
of the sustainability of cooperation still receive relatively scant attention in the field of organi-
zation science. For example, whereas some of organization science’s seminal case studies have
focused on problems of organizational decline, vicious cycles and cooperation decay, this inter-
est seems to have vanished in current scholarship. As a consequence, the organizational litera-
ture provides us with a large variety of fine-grained conceptualizations of organizational types,
forms of control, and hybrid governance arrangements and their presumedperformance effects.
Yet we know relatively little about how these different forms may impact the sustainability of
cooperation, or are sufficiently prepared to prevent its decay.

Integrating both streams of research leads us into uncharted territory, because it calls for
identifying the institutional seeds of endogenous cooperation decay. With the explanatory pri-
macy of this problem being located entirely at the level of groups, this is an inherently socio-
logical research problem. Yet I argue that in order to solve this problem, we first need a better
micro-foundation or model of human nature. That is, understanding institutional failure in
sustaining cooperation requires transcending the caricatures of human nature that currently
are the two default templates in cooperation research: the iconic homo economicus, motivated
by personal gain, and the equally iconic homo cooperans, for whom the default motive is to co-
operate, trust, help and sanction free-riders (Burnham& Johnson, 2005; Dohmen et al., 2009;
Fehr & Gächter, 1998; Fehr et al., 2002; Melis & Semmann, 2010; Rand & Nowak, 2013;
Tomasello & Gonzalez-Cabrera, 2017). Most current theories of cooperation and of organi-
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zational control implicitly or explicitly build on one of these two templates. As a result, they
neglect the potential self-undermining properties of the arrangements they propagate. To use
a metaphor: whereas the different forms of control may be successful in establishing coopera-
tion in the short run, each of them also contain the seeds for undermining it in the long run.
In other words, the conditions that get cooperation going may not be the ones that also keep
it going. This blind spot is one of the reasons why they mishandle and are unable to account
for the role of social norms as the key to both, sustainability and decay of cooperation.

Current theories linking institutions to cooperation are ill-equipped to explain why the
governance structures they propagate sometimes trigger self-reinforcing vicious cycles of coop-
eration decay. Building on advances in social rationality research, this essay sketches the con-
tours of an alternative explanation that is able to bridge this gap. It rests on two pillars; a more
nuanced behavioralmicro-foundation, goal-framing theory; and a refined conceptualization of
the institutional conditions necessary to sustain cooperation, i.e., relational support structures.
This new approach suggests that themajor designs used to elicit cooperation— incentives, rep-
utations, empowerment and social identities — pay insufficient attention to the brittle nature
of joint production motivation and its normative anchors. Relational support structures can
play a pivotal role in pushing or tempering the salience of this normative goal frame.

In what follows, I first briefly summarize my core argument. It rests on the assumption
that goal-framing theory provides a behavioral micro-foundation that is much better suited
to understand governance traps and cooperation decay, as well as how to avert them. I then
sketch the key assumptions behind the four dominant explanations linking institutions and
sustainable cooperation (see Table 1), and what I argue is their shared blind spot, i.e., their
inability to get to grips with endogenous processes undermining cooperation, and the related
four traps of decay. This is followed by an outline of a social rationality framework that is able
to overcome this incompleteness. The remainder of this essay then applies the social rationality
framework to explain the emergence of each of the four decay traps, and discusses under which
institutional conditions they may be avoided. I conclude with a discussion of the implications
of the proposed framework for the study of institutions and sustainable cooperation.

Table 1. Four control paradigms and their governance traps
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2 The Argument in a Nutshell

This section provides a summary outline of the goal framing argument developed in the re-
mainder of this essay. It comes in five steps.

1. Cooperation requires joint production motivation, i.e., the willingness to contribute to
a group effort. This motivation, in turn, requires that each participant is aware of and
prioritizes adherence to the related norms (i.e., the normative goal frame is salient).

2. Norms are inherently brittle because following them inevitably comes with some cost to
the individual. Unless supported by additional arrangements (e.g., social pressure), an
individual’s willingness to comply to the norm will decline. Hence, the crucial question
becomes: how can a normative goal frame nourishing joint production motivation be
created andmaintained? Which institutional arrangements are necessary to keep norma-
tive goals salient?

3. Current theories of organizational governance cannot answer this question. There are
fourmajor kinds of approaches to linking institutional arrangements to cooperation and
its sustainability in organizations: agency, reputation, stewardship, and social identity
theories. An important shortcoming of all of them is that, because the importance of
safeguarding joint production motivation through stabilizing the normative goal frame
is not on their radar, explaining cooperation decay is beyond their scope. Hence, they
are unable to provide proper guidance in identifying the institutional conditions for co-
operation sustainability or decay. They therefore miss that their proposed solutions for
cooperation sustainability can result in governance traps — i.e., self-reinforcing endoge-
nous processes of cooperation decay.

4. The social rationality approach advocated here argues that organizations or groups (i.e.,
collectivities) have two ways to provide this support; one is by deliberate design of mea-
sures that safeguard the salience of norms; the other is through emerging patterns of
social relations, processes and actions. Both may either contribute to stabilizing or un-
dermining the norms sustaining joint production motivation.

5. In order to understand how these institutional arrangements affect cooperation and its
decay, we need to have a closer look at the role played by relational support structures —
the forms they can take, the processes that they trigger, the conditions of their emergence
and their impact on the salienceof thenormative goal frame and joint productionmotiva-
tion. This requires detailed insights into the evolution and dynamics of social networks
in and between organizations. Such fine-grained data is scarce, because it necessitates
longitudinal collection of sociometric data and detailed background information on its
(changing) contexts. Drawing on available studies, the present essay sets out to assess
what we know about relational infrastructures, their interplay with formal governance,
and their potential role in sustaining or undermining cooperation.

3 Institutions, Organizations, and Cooperation

This section first outlines the two key dimensions that together form the analytical framework
for our assessment of current institutional explanations of sustainable cooperation. This will
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be followed by a sketch of the four ideal-typical theoretical perspectives that result when com-
bining both dimensions.

Organizational research has devoted a lot of attention to what many consider a fundamen-
tal aspect of organizations: the problem of control. In fact, many typologies of organizations
are grounded in assumptions about how structures and processes—designed or not—may or
maynot elicit intelligent effort. Among the large variety of dimensions that have beenproposed
to characterize different approaches to, or managerial philosophies behind, organizational con-
trol, two are particularly relevant for our purposes.

The first dimension refers to the ideal-typical distinction between rational vs. normative
managerial ideologies underlying control efforts (Barley & Kunda, 1992). Both differ in a vari-
ety of ways, including their assumptions about human nature.

Themain idea behind rational forms of control is that the bestway to elicit intelligent effort
is through “the carrot and the stick”; the formulation of clear targets, coupled to rewards for
reaching them. Rational control is achieved through implementing efficient structures and
technologies guaranteeing a smooth process of goal setting, monitoring, and sanctioning. This
formof control is firmly rooted in an economic rational choice framework, inwhich individuals
are modelled as gain seeking utility maximizers.

Conversely, normative forms of control try to elicit intelligent effort through fostering nor-
mative commitment and intrinsic motivation. In order to nurture the underlying relational
psychological contracts, organizations need to invest in the relations with their members, and
high commitmentHumanResourceManagement is amajor instrument for this purpose. This
managerial ideology is rooted in the assumption that humans are a cooperative species, and that
individuals are not by default always opting for personal gain at the expense of others.

An important second dimension of approaches to organizational control concerns the dis-
tinction between bureaucratic (i.e., designed, top down measures) vs. collegial (i.e., emergent,
bottom up processes) forms of control (Lazega, 2001). Most theories of formal control refer to
bureaucratic forms, focusing on top-down arrangements, like the deliberate design of formal
governance structures, lines of authority and workflow interdependencies. Collegial control
refers to emergent, bottom-up processes, targeting primordial social groups, whichmay ormay
not coincide with formal boundaries.

The resulting four theoretical perspectives — i.e., rational vs. normative bureaucratic and
collegial forms (see Table 1)— inform a large part of current thinking about organizations and
how they should be designed. I refer to them as Agency, Stewardship, Social Exchange, and
Social Identity theories. Though not mutually exclusive, each of them builds on a character-
istic set of assumptions, which lead to different implications for how to design organizational
governance structures that foster cooperation.

3.1 Rational control

The two theoretical frameworks building on principles of “rational” control are agency theo-
ries, focusing on “bureaucratic”, top down organizational designs to elicit cooperation, and
social exchange theories, which inform research on collegial, bottom-up and emergent forms
of control.

Agency (orPrincipleAgent)Theory is among themost influential frameworksused tomodel
cooperation in organizations, and to design rational bureaucratic forms of control or gover-
nance. Being part of a broader class ofTheories of the Firm (covering, among others, also Trans-
actionCost and Property Rights approaches) in neo-classical economics, its micro-foundation
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is the rational actor (Alchian & Demsetz, 1972). Key assumptions are that the interests of the
owner of a firm (the principal) and of themanagers who are hired to run it (the agents) diverge,
since it is rational for both tomaximize their ownpayoffs rather than the principal’s. What com-
plicatesmatters further is the structural information asymmetry between both; since agents are
closer to the work process and often also have a lot of operational discretion, they have an infor-
mation advantage vis-a-vis the principal. This advantage can be exploited to their own benefit.
For example, agents maymisrepresent the causes of bad performance, attributing it to external
circumstances beyond their influence, rather than to their own incompetence or negligence.
In order to overcome the problems of goal incongruence and information asymmetry, princi-
pals can design governance structures that align their interests with the interests of their agents.
The best way to do so, according to agency theory, is to provide incentives to agents, for exam-
ple by linking their pay to their performance. Performance goals, in turn, require standards of
evaluation and monitoring routines. Sub-standard performance or other deviations from the
contractual obligationwill be followed by negative sanctions (e.g., no or lower bonus), whereas
meeting or exceeding the targets will be rewarded (e.g., with a promotion).

With regard to rational collegial control, social exchange plays an important role in organiza-
tional control processes, mainly through its impact on informal peer pressure. Social Exchange
Theories (Cook et al., 2013; Cropanzano & Mitchell, 2005) come in many flavors. Most vari-
ants share a focus on the individual within the group, analyzing how the (inter-)dependencies
resulting from exchange opportunities affect and are affected by someone’s position in the
broader structure. Advantageous positions in the structure yield power and information ad-
vantages, benefiting individuals with more social capital, but hampering those who are less
well endowed. Many social exchange theories build on rational choice reasoning, assuming
that individuals want to improve their resource base, and also care for their status and prestige.
Reputation management — individuals striving to acquire or maintain a good reputation or
avoid getting a bad one— is not only assumed to be a key driver of such emergent, bottom-up
dynamics, but also to be the main guarantor for getting and keeping cooperation going. The
degree to which reputation management can be effective crucially depends on the (informal)
web of relationships in an organization and its subunits, because gossip— themost important
carrier of reputational information— travels through personal connections and contacts.

3.2 Normative control

The two institutional explanations rooted in the assumption that humans are inherently co-
operative emphasize the importance of institutional designs that capitalize on the power of
social norms. Stewardship theory focuses on designed, top-down bureaucratic arrangements,
whereas bottom-up forms of collegial control take center stage in social identity theory.

StewardshipTheory (Davis et al., 1997; Van Slyke, 2006) is a prominent example foramodel
of normative bureaucratic control. It was developed as a reaction against the unrealistic proposi-
tions of economicTheories of the Firm, in particular the dominant agency model. Rather than
taking conflicting interests between principals and agents as a point of departure, stewardship
theory posits thatmanagers will, in principle, be inclined to act as responsible stewards. Hence,
it is possible to assume some degree of goal convergence between these and other stakeholders,
because there are some shared collective interests resulting from the shared need to making the
organization successful. This leaves room for arranging the relationship on the basis of trust,
rather than on mistrust. The main challenge for an organization therefore is not the need to
“align” the interests of management and workers, but to build and maintain a relationship of
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mutual trust. Self-governance is the key to achieve this, with autonomy and empowerment
being its most effective tools.

Social Identity Theories (Ellemers et al., 2002; Spears et al., 1999) focus on the “group
within the individual”, and provide an important framework informing analyses of normative
collegial control. They assume that social categorization plays an important role in everyday hu-
man cognition, that individuals care (more) for the members of their (professional) in-group
than for out-group members, and that the degree to which such differences are important to
them depends on their level of identification with a group. Given the value individuals attach
to their social identities, individuals are likely to actively “manage” the identities of the groups
they belong to, as well as attach meaning to what it means being part of an out-group. The
related processes of categorization, identification and evaluation can have a strong impact on
cooperation. They can lead to preferential treatment of in-groupmembers, and foster the will-
ingness to socialize others into the culture of the in-group. But category membership also can
come with heightened feelings of obligation towards and sacrifices for one’s in-group and the
development or reproduction of negative out-group stereotypes.

3.3 The blind spot: vicious cycles of cooperation decay

All four approaches, or their combinations, are frequently used to explain cooperation in and
between organizations, and to guide the design of organizational control structures. In most
cases, there is no special emphasis on problems of cooperation sustainability. The implicit as-
sumption seems to be that the conditions that get cooperation going are the same that also will
keep it going. But quite some evidence shows that this assumption may be wrong; decline of
cooperation has often been described andmay bemore common than one would expect based
on these theoretical accounts. More generally, none of these approaches offers the analytical
tools that would be necessary to explain why cooperation decays, how this decay evolves, and
under which conditions it becomes likely. The next section will sketch, for each of the four
design principles, how it may trigger a self-reinforcing process of cooperation decay, and how
relational support structures may contribute to prevent or mitigate these governance traps.

The organizational literature has produced a series of in-depth accounts describing pro-
cesses of cooperation decay. Though some of these descriptions receivedmuch attentionwhen
they were published, these studies did not spark the development of a strongly visible research
field ormany follow-up studies. The present section argues that the institutional arrangements
and governance structures following from each of the four templates for organizational control
bear the seeds for an endogenous process of decay or vicious cycle (Masuch, 1985). The remain-
der of this section will reconstruct these four vicious cycles, which we refer to as the incentive,
empowerment, reputation and identity “traps” (see Table 1). This analysis will then be used
to identify the missing links that might be necessary for a theory of sustainable cooperation in
and between organizations.

4 A Social Rationality Approach

Getting grip on the link between the variety of governance forms and cooperation sustain-
ability in and between organizations requires progress in at least two domains: a more fine-
grained view on institutional meso-level governance structures, and a better behavioral micro-
foundation in the formof goal framing theory (Wittek et al., 2013). Understanding the latter is
a precondition for designing the former: we can only understand the viability of a governance
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structure if we know where to look, i.e. which of its aspects are important, and how it impacts
decision making and behavior.

4.1 Behavioral foundations: Goal framing

With regard to the behavioralmicro-foundation, the stylized assumptions about humannature
do more harm than good. We need to adopt a more flexible framework that is able to capture
the fact that humans can have both selfish and altruistic motives, and tell us not only under
which conditions one might supersede the other, but also that these motives can decay. Goal
framing theory provides such a framework. It rests on four core assumptions (Lindenberg &
Steg, 2007).

First, it posits that human decisionmaking and behavior is goal directed, and that it is only
one goal that can be salient at a given moment. This is also the goal that will provide the domi-
nant frame for action.

Second, there are three overarching goal frames. In the hedonic goal frame, the salient goal
is, “to feel better right now”; in the gain goal frame, it is “to guard and improve one’s resources”,
and in the normative goal frame, the salient goal is “to act appropriately”.

Third, there is an a-priori hierarchy in the relative strength or salience of these three over-
arching goal frames, with the strongest being the hedonic, followed by gain, and the weakest
being the normative one. This hierarchy has evolutionary reasons. Hedonic goals are related
to the satisfaction of immediate needs, and are therefore the most basic ones. As such, hedo-
nic goals need least “external” support in order to remain salient. In contrast, both gain and
normative goals need extra support to remain salient. This can be institutions (like religious
beliefs and the related moralization of behavior), but also social cues communicated through
social disapproval for violating a norm.

Finally, whereas one of the three frames is salient in the cognitive foreground, the other two
overarching goals will remain active in the cognitive background. Their changing strength can
affect the salience and stability of the goal frame in the foreground. Where background and
foreground goals are aligned, the background goal reinforces or strengthens the foreground
goal, thereby contributing to its salience and robustness. For example, you may refrain from
sharing information about inappropriate behavior of a team member with one of your clos-
est colleagues, because doing so would both violate a remedial norm in your team (“we always
resolve issues openly”), and put your own position at risk (e.g. sharing this information may
ultimately increase your ownworkload). Conversely, in situations where background goals are
at odds with the foreground goal, their increasing salience weakens the foreground goal, which
may eventually lead to a frame switch in which the most salient background goal replaces the
foreground goal. For example, the normative goal of complying to the rule of not talking be-
hind a colleague’s backmay comeunder pressure to the degree that not sharing the information
in question is likely to damage you. The larger the personal price to pay, the more likely it will
be that the goal of preventing damage for yourself (a gain goal)may override the normative goal
prescribing backbiting against a teammember.

In sum, which goal frame is salient in a given situation is highly context dependent, and
previous research has pointed to a large variety of context conditions and their potential im-
pact on goal frames. We focus on relational support structures, i.e. configurations of social or
functional relations.
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4.2 Institutional foundations: Relational support structures

With regard to the group or organization level, we need a more refined understanding of those
forms of governance that may contribute to sustaining cooperation and those that may under-
mine it. Goal framing theory has successfully been applied to explain cooperation in a wide
variety of contexts and social dilemma situations, but it is only recently that its implications for
institutional design and organizational governance have been explicitly theorized (Lindenberg
& Foss, 2011; Silitonga et al., 2019). In their paper ‘Managing Joint Production Motivation,’
Lindenberg & Foss (2011) argue that the key to (sustainable) cooperation in and between or-
ganizations is a salient normative goal frame supporting joint production motivation, i.e., “a
special kind of motivation that is particularly geared to the fact that organizational members
need to engage in collaborative activities such that organizations that tap into it would gain a
performance advantage” (Lindenberg & Foss, 2011), with joint production being defined as
“productive activities involving heterogeneous but complementary resources and a high degree
of task interdependence” (Lindenberg & Foss, 2011). In their theoretical paper, the authors
discuss a variety of formal governance practices (i.e., knowledge-based authority design, recog-
nition based reward structures, cognitive and symbolic management, and integrated task and
team design) that may be conducive to triggering and sustaining a salient normative goal frame
supporting joint production motivation. Whereas their paper focusses on what one could call
deliberately designed top-down bureaucratic support structures, it pays only scant attention
to the role of emergent, bottom-up relational support structures (Lazega, 2001). This is the
focus of the present study.

The important role that the “embeddedness” of economic transactions in personal ties and
informal social networks plays for cooperation is well documented (Smith-Doerr & Powell,
2005; Schweitzer et al., 2009). A considerable variety of network structures at the individual
(e.g., social capital through structural holes) and group level (e.g., close-knit structures) have
been linked to a wide range of phenomena (e.g., performance, inequality), invoking dozens of
different theoretical mechanisms (Contractor et al., 2006). The picture concerning systematic
associations between specific network forms as enablers or barriers of (sustainable) cooperation
emerging from this research is far from clear-cut. The fact that the same types of social network
structures were found to support cooperation in some settings or conditions but to undermine
it in others (Wittek et al., 2003), points to the strong context dependence of network effects.
The social rationality framework adopted in this essay elaborates on this contingency argument.
It suggests that the social networks foster sustainable cooperation if they create a relational
support structure for eliciting and backing the joint production motivation of those involved.

5 Reputation Traps

The idea that a stable cooperative order can emerge out of free interactions between rational
and selfish agents, and in the absence of a superordinate authority with coordinating and sanc-
tioning powers, keeps fascinating social scientists, who explore the different mechanisms that
make this possible. The opportunity to build reputations is considered as one of the most ro-
bust mechanisms enabling successful self-organization. Reputation and its management has
been well studied, and part of its appeal is likely due to the seemingly straightforward princi-
ples through which it operates; we seek to cooperate with exchange partners who have a good
reputation (e.g., for being trustworthy or skillful), and we avoid or break our relations with

https://doi.org/10.6092/issn.1971-8853/13764 83

https://doi.org/10.6092/issn.1971-8853/13764


Reputation Traps Sociologica. V.16N.2 (2022)

those who have a bad reputation (e.g. for being untrustworthy and incompetent). Someone’s
reputation is,

a shared evaluation that others hold about these actors with regard to one or more
criteria. This definition emphasizes the collective aspect of reputations and distin-
guishes them from personal opinions; that is, “private” evaluations that are not
known to or shared with others. (Giardini &Wittek, 2019, p. 25)

Hence, technically a reputation differs from direct experience about somebody’s coopera-
tiveness or trustworthiness that onemay have accumulated purely based on repeated exchanges
with this person.

Many studies have shown that institutional arrangements allowing for reputation effects
can indeed bemore conducive for sustaining cooperation than contexts in which this is not the
case (Takács et al., 2021;Nowak&Sigmund, 2005). However, evidence fromfield studies is less
clear-cut, suggesting at least two ways in which this mechanismmay fail, triggering reputation
traps. I refer to them as gossip failure and signaling failure, and demonstrate howGoal Framing
Theory explains these failures.

5.1 Gossip failure

Reputationsneed tobe shared,which implies that positive andnegative evaluations about third
parties need to be communicated. Consequently, there are two basic requirements for repu-
tation mechanisms to sustain cooperation. First, there need to be interaction opportunities
enabling communication — which is where personal relations and the structure of informal
networks come in. Second, opportunity structures alone won’t work without agency; those
involved need to be willing to share evaluative information about third parties. This is com-
monly referred to as gossip (Wittek & Wielers, 1998). It is therefore no surprise that gossip
has been hailed as one of the most important ingredients for sustaining cooperation without
the presence or intervention of formal authorities, both within or outside the group. Since
gossip is considered to be almost costless for those engaging in it (Coleman, 1990), and in ad-
dition attributed with a plethora of other positive side-effects, it should be ubiquitous and
effective. This enthusiasm for the almost magical powers of gossip, which is reflected in a lit-
eral multidisciplinary explosion of research on gossip during the past decade (for an overview,
see Giardini & Wittek, 2019), seems to have obfuscated that there may be many situations in
which individuals are likely to refrain from spreading gossip even if they possess relevant and
important evaluative information about somebody. With the main pillar of reputation man-
agement not working, it is likely that cooperation problems will increase because information
about opportunistic behavior will not spread. Goal-Framing Theory has been used to spec-
ify the conditions under which individuals are likely to withhold rather than share sensitive
new information (Giardini & Wittek, 2019). Most gossip scholars have stressed the inherent
pleasure that individuals experience when engaging in gossip episodes. In fact, evolutionary
scholars consider the related release of endorphins (Dunbar, 2004) as a key trigger behind the
widespread incidence of gossiping. According to GFT, this hedonic mindset may indeed pro-
vide a strong and constant inclination to share third party information. ButGFT also points to
the conditions under which this inclinationmay be tempered or replaced by gain or normative
background goals. This is particularly likely when functional or affective (inter-)dependence
between one or more dyads in the gossip triad pushes other concerns into the foreground. For
example, competition resulting from strong negative functional interdependence between the
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potential gossip sender and receiver may create a situation in which sensitive third party in-
formation can yield one-sided benefits for the sender, whereas sharing this information may
neutralize this advantage. In this case, a gain goal frame that is not aligned with the hedonic
goal frame may become salient, with the result of suppressing the hedonic motives that oth-
erwise would trigger a gossip episode. But also normative concerns may have similar effects.
For example, solidarity norms may keep individuals from sharing negative information about
their friends, i.e., others with whom one is linked through a strong cognitive affective tie. For a
more detailed elaboration of GFT predictions concerning conditions inhibiting gossiping, see
Giardini &Wittek (2019).

In line with this theoretical account, some related empirical evidence indeed suggests that
gossip failures may be more common than one would assume based on standard accounts. Ac-
cording to the sociologist Ronald Burt (2001), rather than being a tool for reputation man-
agement, much gossiping is actually caught in the cage of conversational conventions. These
conventions or etiquette push gossip senders and receivers into reinforcing their pre-existing be-
liefs about a third party, rather than fundamentally altering the evaluation of the third party’s
behavior itself. This so-called echo effect is particularly likely in close-knit social network struc-
tures and illustrates how normative concerns — in this case not violating conversational rules
—may temper one’s inclination to share new sensitive information. It has far reaching implica-
tions for the functioning of reputation management, because it suggests that the participants
in a gossip conversation may both hold different opinions or experiences concerning a third
party, but these differences will remain unspoken; etiquette will push them to share only in-
formation which one believes is already known to the other, and consistent with the other’s
evaluation of the third party. Burt (2001) finds evidence for this echo effect in three organiza-
tional populations (senior managers in a leadingmanufacturer of electronic components, staff
officers in two financial companies, and investment bankers in a large financial company). The
implications of these findings are not trivial, because they suggest that closed social network
structures do not improve the flow of evaluative information (see also the findings reported
in Wittek & Wielers, 1998), as the standard reputation theory would assume, but rather rein-
force what one already knows, i.e., they produce “echo, not accuracy,” thereby intensifying the
opinion (e.g., about somebody’s trustworthiness) that one held before.

Another source of gossip failure results from the sharing of negative third-party informa-
tion being driven not so much by reporting “objective” violations of group norms, but by the
gossiper’s intention to strengthen the bond with the receiver at the expense of the third party.
This may be realized partly through strategic misrepresentation of the third party’s actual be-
havior or characteristics, for example bymagnifying his or hermisbehavior, or by downplaying
or notmentioning positive information that does not fit into this picture. From a goal framing
perspective, this kind of gossiping is fueled by the gossip sender’s gain and hedonic goal frame
reinforcing each other; sharing selective third party information serves the objective to increase
or consolidate the social capital of the gossiper, rather than being driven by the intention to
transmit accurate information concerning a third party’s reputation. At the group level, this
gossip effect may eventually result in a segregated structure, because it facilitates and reinforces
the emergence of coalition structures (Wittek &Wielers, 1998; Shaw et al., 2011) in which the
bond between gossip sender and gossip receiver becomes stronger, and their ties to the third
parties become weaker. Such coalition structures, in which the other party is considered an
ally, often come with normative expectations in which “siding” with the despised third party
would be considered as a betrayal of the solidarity obligations that define the dyadic alliance
behind the coalition.
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The evidence concerning the echo and the coalition effects shows that normative concerns
may remain so strong that they can either actually discourage the sharing of reputation dam-
aging information (Giardini & Wittek, 2019), or they can result in the strategic distortion of
third party information for the purpose of bonding, rather than facilitating the transmission
of objective information about the third parties’ “type”. In both cases, a salient normative goal
frame oriented to preserve in-group solidarity undermines the fundamental diagnostic value
that gossip is supposed to have according to the standard reputation models.

5.2 Signaling failure

If individuals care for their reputation andknow that othersmight share evaluative information
about them, then they will anticipate on how their own actions and those of others will affect
their reputation. Theywill therefore have an interest in signaling traits and intentions thatmay
help building a positive reputation, and to suppress or hide those aspects that may damage it.
And they will have an interest in getting an accurate idea of relevant traits and intentions of
their (potential) exchange partners.

Hence, individuals are likely to actively engage in attempts to manage their reputations.
One potential consequence of these attempts may be the emergence of dysfunctional status
hierarchies. An ethnographic study of the group processes as they unfolded over the period
of three years within the management team of a German paper factory illustrates the kind of
vicious cycle that may emerge when status considerations become the dominant motive in a
setting where professional reputations matter (Wittek, 1999; Wittek et al., 2003). See Figure 1
for a summary.

Figure 1: Example for a Reputation Trap

The management of the paper factory, while relying on a clear hierarchical structure of au-
thority, strongly encourages and lives what they refer to as a “culture of trust”. The latter is
based on joint problem-solving and mutual adjustment. An important process in the team in-
volved informal control. This took two forms. One consisted of collegial advice related to iden-
tifying, preventing and mitigating technical problems at the machines, related to human error
or unforeseen contingencies. The other form of control consisted of nudges related to prob-
lems of a more behavioral nature, including bad time management, not sticking to promises
(or being late with doing so), but also free-riding.
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Reputation indeed was an important driver in this process, both with regard to collective
reputation (the firm in the paper industry) and with regard to individual prestige as a profes-
sional, in this case a good “paper maker” or engineer. The reputation motive worked well dur-
ing the first year of my observation, 1995. During this phase, the team showed an exceptional
performance that was a textbook case of sustainable cooperation. Much of their energy and
joint action went into the planning and realization of a large infrastructural project, consist-
ing of the construction of a second production hall, and the dismantling, transfer, rebuilding,
and activation of a third paper machine in this new production hall. All of this happened
while regular production on the two available paper machines had to continue. During this
phase, advice was shared freely, both solicited and unsolicited. Good advice was greeted with
respect and admiration, contributing to the professional standing of the respective colleague
— but importantly, it was seen as a welcome and necessary contribution to the collective good.
This changed during the second phase, in 1996. With the collective good being less salient,
striving for and consolidating one’s prestige acquired some toxic side effects. This reputation
management involved not wanting to share advice anymore, because one feared that the other
party would “steal” the idea — in the sense of not recognizing the source. And it involved not
accepting or actively discouraging colleagues from giving advice, out of fear that this would im-
prove the advice giver’s professional prestige at the expense of one’s own. The resulting vicious
cycle reinforced a behavioral pattern in which team members refrained from providing unso-
licited advice in situationswhere thiswould have been helpful to solve technical problemsmore
quickly — out of fear of being rejected, but also out of fear that the colleague would hide the
true source of the solution to fellow team mates. They refrained from accepting advice (or ac-
tively rejected it) froma colleague, out of fear of losing status. What had happened? Howwas it
possible that a highly cooperative team, most of whose members successfully worked together
for more than two decades, suddenly imploded, losing its self-correcting abilities? According
to the ethnographic account, several seemingly small changes ultimately resulted in the erosion
of joint production motivation and its underlying normative base. With the big project being
successfully completed, an important and salient joint endeavor and the related need for fre-
quent coordination and communication had disappeared. However, this in itself was not suf-
ficient to undermine the cooperative orientation of the teammembers, who, like all employees
of this small factory, strongly identified with the production site, which was located in a small
village of 600 inhabitants. But with the completion of the project, technical problems with
the third machine started and would trouble the team and the production process for months
after its activation. Given the complexity of the technical problems, all senior paper engineers
were given the assignment to work out a solution, with responsibilities for who was in the lead
not being explicated or specified in more detail. This created uncertainty about the allocation
of rewards and professional prestige. This coincided with a major drop in trust towards the
site manager and the mother company, caused by the sudden and unexpected announcement,
shortly after the project had been completed, of restructuring plans that put at risk also the
positions of members of the management team. The resulting uncertainty about how one’s
own actions (like solving a technical problem or helping a colleague to solve it) would affect
the reputation of oneself and of one’s colleagues fundamentally changed the signaling value
of knowledge sharing. During the first phase, joint production motivation was strongly sup-
ported by salient solidarity norms, according to which proactive knowledge sharing was key to
solve the manifold problems that the team and the factory were facing. Giving and receiving
professional advice represented positive relational signals among teammembers, i.e., they were
cues reinforcing the mutual perception that everyone was still committed to the project and to
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helping each other. The exchange of advice was perceived as an unambiguous and necessary
contribution to the collective good. With the growing concern for one’s own professional sta-
tus and employment opportunities, the related uncertainties in the organizational context and
increased general distrust in the intentions ofmanagement and one’s peers, simple acts of colle-
gial advice giving, for example with regard to suggesting a solution to a technical problemwith
a paper machine, were now viewed with suspicion. The suggestion could be useful, but the
recipients started to question the underlyingmotive behind the advice—was it to enhance the
advisor’s status at the expense of the receiver’s professional status? In line with this reasoning,
would asking for advice be perceived as a sign of incompetence, and eventually be broadcasted
like this within the team? Finally, would giving a good advice be acknowledged as thus, or
would the recipient “forget” to mention who had originally suggested this solution? Behavior
that once was a positive relational signal suddenly had acquired an ambivalent character. This
example shows how emergent group dynamics related to the attempt to manage professional
reputations can actually undermine andweaken the normative base underlying the once strong
joint production motive of the teammembers.

6 Incentive Traps

Both in laboratory experiments and in organizational field studies, incentives are probably con-
sidered as the single most important institutional arrangement to sustain cooperation. Incen-
tives can be negative or positive. Positive incentives relate to what individuals value. They are
rewards. Negative incentives are also referred to as punishments (or punishment threats). They
relate to what individuals like to avoid. This can imply both, withholding a promised reward,
or imposing an extra cost.

One of the most influential experimental studies is Fehr & Gächter’s (2002) public good
games. Subjects were randomly assigned to different “regimes”. In the standard regime, they
have no opportunity to punish free-riders. In the punishment regime, they were allowed to
pay for punishing free-riders, i.e., those who did not contribute to the common good. And
whereas contribution levels in the standard experiment declined, as expected, contribution lev-
els actually remained constant and high in the punishment condition. Since a punisher does
not derive any immediate personal benefit from sanctioning a free-rider, but only incurs costs,
altruistic punishment, as the authors called it, is featured as one of the most important keys
to sustainable cooperation. The reason is that an unease towards violations of fairness norms,
that is supposedly deeply ingrained in human nature, will overrule self-interested cost-benefit
calculations, which would keep everyone from investing in sanctioning others.

In the organizational literature, an early meta-analysis of 39 studies found that incentives
increase performance quantity, but not performance quality (Jenkins Jr et al., 1998). A more
recent one, based on 146 studies, also found a positive link, which was stronger for field stud-
ies and for qualitative performance measures than for laboratory studies and for quantitative
performance measures (Garbers & Konradt, 2014).

But quite some evidence has been collected pointing to the downside of incentives and
punishment regimes. I highlight three of them.

First, punishment regimes can backfire, because they may elicit counter-punishment. For
example, if free-riders who were punished by cooperators are also allowed to punish, then this
may lead to counter-punishment against cooperators. Computer simulations showed that co-
operation could not be sustained in such a punishment regime (Hauser et al., 2014).
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Second, incentives can trigger indicator behavior. That is, they direct the focus on measur-
able dimensions of performance, at the expense of other important aspects of performance that
are not explicated or not measurable (Prendergast, 1999).

Third, (material) incentives can crowd out intrinsic motivations. This is the case if the
rewards or punishments are experienced as controlling, rather than contributing to learning
(Frey & Jegen, 2001).

Whereas these downsides, which are often also referred to as “perverse incentives,”
meanwhile have been amply documented (Prendergast, 1999), most analyses stop after
having demonstrated these unintended consequences. What remains unaddressed are the
implications of these arrangements for the sustainability of cooperation and organizational
decay. This requires a closer examination of the entire process involving an incentive trap.
In-depth descriptions of such processes remain scarce. The best-known example is the vicious
cycle of bureaucracy and its variations (Masuch, 1985). See Figure 2.

Figure 2: Example for an Incentive Trap

This still remains the best documented illustration of how incentive traps unfold. Intro-
duced into the literature by the sociologist RobertMerton (1963), the underlying dynamic has
subsequently been described in several case studies (Gouldner, 1954; March & Simon, 1958;
Argyris, 1957; Crozier, 1963; Mintzberg, 1979; Mintzberg, 1973). For example, Gouldner
(1954), in his Patterns of Industrial Bureaucracy, describes a “punitive bureaucracy”, which
triggers problems of insubordination. Workers do not like close supervision, and impersonal
bureaucratic rules emerge because they ease the tensions of subordination and control. But
the bureaucratic regime in turn fuels the tensions that caused their emergence, demotivating
workers even more. This, in turn, requires closer supervision.

Incentive traps occur because the effects that rewards and punishments are supposed to
trigger also lead to unintended side-effects. The reason that the theory does not foresee these
effects is that the underlying behavioral model — in this case the rational, gain seeking agent
— is insufficiently grounded in human psychology. From a goal-framing perspective, these
unintended side-effects do not come as a surprise. Crowding out happens because individuals
perceive financial rewards as interfering with both normative principles and the joy of doing
something. Indicator behavior occurs because individuals focus too much on gain, with the
result that professional norms become less salient. Such norms emphasize an employee’s duty
to not only focus on one single and measurable aspect of their performance.
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7 Empowerment Traps

The dysfunctions of bureaucracy, hierarchical authority structures, tight monitoring and top-
down control are a well-established trope both in public discourse as in some of themanagerial
literature. This negative image often comes with an implicit message that “alternative,” non-
hierarchical forms of organization, based on trust and mutual adjustment among peers rather
thanmonitoring and sanctioning, aremuch better suited to safeguard sustainable cooperation.
But this turns out to be a quite heroic assumption. The few studies addressing performance
benefits of “flat” organizational forms yield a rather inconsistent picture (Wulf, 2012), sug-
gesting that these alternative forms may come with some downsides not accounted for by the
stewardship theories underlying their design. One of the most famous self-governance traps is
the Iron Law of Oligarchy, which was introduced by the German sociologist Robert Michels.
Michels claimed that all organizations, including those with a decidedly flat, egalitarian or
“democratic” governance structure, will inevitably develop into oligarchies in which ultimately
a small elite will reign. The reason for this dynamic is that with increasing size, organizations
will become more bureaucratic, which in turn allows leaders to use their position to further
consolidate and increase their power. Such asymmetries are detrimental for cooperation sus-
tainability. They betray the original value system that constitutes the moral and normative
anchor of the organization. It nurtures feelings of alienation and exclusion of its members (see
also Wippler, 1986).

Figure 3: Example for an Empowerment Trap

An ethnographic study of a production site in the ICT industry in the U.S. during the
1990s (Barker, 1993) reveals a different pathway leading to an empowerment trap (see Figure 3).
This organization decided to gradually transform its governance structure from a traditional
top-down hierarchy into one based on self-managing teams. The study carefully describes the
three phases of the emerging process, which started with the consolidation of the new order by
moving from formal rationality (i.e., obeying a supervisor) to substantive rationality (i.e., act-
ing on the basis of the team’s value consensus, with core values being learning, ownership, and
contributing to the team). During the second phase, normative rules emerged, and the topics
of team meetings shifted from the importance of teamwork to the importance of “obeying”
the team. The third phase consisted in a further formalization of rules, including their codifi-
cation; rules were written down and “objectified,” in fact resembling a bureaucratic structure.
Authority was still vested in the team, which is why a tightening of control practices — to the
degree that themeasures takenwentway beyondwhatwould have been considered appropriate
within a formal bureaucracy—was considered as legitimate. These processes not only resulted
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in a new hierarchy — older team members with longer tenure having more authority — but
also to mounting pressure on team members, who started to suffer from stress and burn-out.
This resulted in decreased commitment and the alienation of some members, instigating the
further intensification of concertive control practices.

The case studies are revealing, because they illustrate the endogenous dynamics behind em-
powerment traps— the developments take placewithout requiring an external trigger. Instead,
an explanation needs to be sought at the level of the individual motives.

In the case of the formation of organizational oligarchies, the underlying assumption is that
individuals derive satisfaction from striving for power and influence, because this yields them
material and immaterial benefits. And since constraints onpursuing this goal decrease themore
power someone has, this process becomes self-reinforcing. That is, whereas the initial setup of a
participatory governance structure strengthened the related norms (one-person, one vote), the
emerging informal social networks and the related development of imbalances in information
and influence increase the salience of gain motives for the emerging “oligarchy,” and weaken
the salience of the normative goal frame for this subgroup.

In the case of concertive control, the “dysfunctional” dynamic is triggered by team mem-
bers’ susceptibility to the tremendous power of substantive rationality — group based obliga-
tions pushing the salience of solidarity norms even at the expense of personal well-being. This
example illustrates how group processes can strongly boost the salience of the normative goal
frame to a degree that the suppression of background hedonic and gain motives becomes dys-
functional, as illustrated by the high burn-out rate (an indicator for the lack of concern for
individual well-being) and the ad hoc firing of team members, triggered by futile reasons (an
indicator for the willingness to jeopardize the continuity of team productivity).

8 Identity Traps

Social and professional identities can be a forceful catalyst of cooperation, but the in- vs. out-
group categorization processes on which they are built can also easily decay into dysfunctional
identity traps. An ethnographic study comparing cooperation between certified nurses and
patient-care technicians in two wards of a U.S. hospital (DiBenigno & Kellogg, 2014) amply
illustrates this negative dynamic (see Figure 4).

Both wards operate under the same contextual conditions. However, they showmajor dif-
ferences with regard to their performance— in this case patient related care outcomes, such as
the number of complaints, ignored calls and alarms, or unmet needs. The researchers demon-
strate that the profile of social and occupational identity among staff is a major source of this
difference. The badly performing unit is characterized by strong fault-lines separating certified
nurses and patient-care technicians; nurses are predominantly Caucasian, US-born and rela-
tively young, whereas patient-care technicians are mainly non-Caucasian, non-US-born, and
older. In the well-performing unit, no such differences exist between the two occupational
groups. As a result of the absence of cross-cutting demographics in the badly performing unit,
occupational in-group pressure was high, negative out-group stereotypes towards and disliking
of the other occupational group was strong, and both lacked shared non-occupational social
identities that would facilitate informal communication and cooperation across occupational
boundaries. Individual attempts by newcomers to overcome these gaps were immediately sanc-
tioned severely, with the nurse in question ostracized for months, until she complied with the
pressure of her occupational group.
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Figure 4: Example for an Identity Trap

From a goal-framing perspective, the social structure characterized by faultlines fostered
the salience of social identity based norms prescribing ingroup solidarity at the expense of co-
operating with outgroup members. As a result, it crushed the salience of the gain goal frame
as a background goal. But in order to function, work settings require a gain goal frame that
is balanced by a normative goal frame (i.e., “weak solidarity” in Lindenberg’s (2015) terms),
because otherwise the benefits that can be obtained by cooperation with outgroup members
will be suppressed by the normative constraints resulting from complying to the requirements
following from strong ingroup solidarity.

9 Escaping Governance Traps

The different governance models implicitly assume that the structures in place to elicit coop-
eration are also sufficient to sustain it. As the previous analyses have demonstrated, this as-
sumption is wrong. This section argues that avoiding governance traps requires a relational
support structure (for related arguments, see also Lazega, 2020; Hergueux et al., 2021; Phan et
al., 2010). Networks of functional and social interdependencies constitute a relational support
structure if they reinfoce norms of joint productionmotivation. Again drawing on existing ev-
idence, the remainder of this section illustrates four such relational support structures and the
mechanisms through which they prevent different types of governance traps.

9.1 Escaping reputation traps: Relational signaling

Reputation traps canbe avoided if the settingminimizes the likelihoodof ambiguous relational
signals (Lindenberg, 2000; Wittek et al., 2003). Relational signaling is key to sustainable coop-
eration. Unlike broadcast signals, these more subtle, repeated cues indicate that the sender is
still in a normative goal frame, with solidarity norms being salient (Bliege Bird et al., 2018).

The importance of reciprocal knowledge sharing as a precondition for sustainable coopera-
tion also became evident in a longitudinal 4-wave sociometric study of advice relations among
59 employees in a Dutch housing corporation (Agneessens &Wittek, 2012). This study com-
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pares two models of knowledge sharing, both based on the overarching principle of social ex-
change. The status model (Blau, 1963) argues that advice seeking has to be repaid by deference
to the advice giver. Since individuals try to use social exchanges to increase or at least not di-
minish their status, an advice giver will refrain asking advice from his or her advisee. The re-
sult is that advice relations are likely to be asymmetrical, which produces hierarchical informal
structures of knowledge sharing at the group level. In contrast, according to the social capital
explanation, advice giving is subject to reciprocity norms. As a consequence, advice relation-
ships are likely to become symmetrical, i.e., individuals will tend to ask advice from those who
have asked them for advice before. At the group level, this mechanism is more likely to result
in close-knit, non-hierarchical informal structures. The empirical study revealed an interesting
pattern, since it provides an important refinement of the original status hypothesis as formu-
lated by Blau (1963). Normative considerations, motivated by reciprocity obligations rather
than status enhancement, were found to operate at the dyadic level. Status dynamics were im-
portant beyond the dyadic level, but these were restricted to one specific case: very active advice
givers are unlikely to ask advice from very active advice seekers. Overall, the patterns of advice
relations at the level of the organization suggest that status considerations do not inhibit the
process of knowledge sharing. Put differently: a normative goal frame (in this case reciprocity
concerns), trumps gain seeking (in this case the drive to increase one’s ownprofessional prestige
at the expense of one’s colleagues).

9.2 Escaping incentive traps: Advisory trust

A reanalysis of one of the first longitudinal sociometric intra-organizational studies (Wittek,
2001) illustrates howan emergent relational support structuremitigates thepotentially disrupt-
ing forces of a highly competitive incentive system. This ethnographic study was conducted in
1954 among the 25 salesmen in aCanadian furniture store (French, 1963). The setting is a text-
book example for incentive based governance structures. Salesmen had a baseline salary, which
couldbe complementedby a 3%commission for every item sold, and a bonus based onperform-
ing better than one’s colleagues. The payment system resulted in a considerable divergence of
wages, with individual salaries ranging from $6,000 to $10,000 per year. A major source of
securing it was regular clients, with whom salesmen had built a personal relationship. The
problem was that these regular clients could also show up when the salesman who knew them
was not present in the showroom, but in the back office, where hewaswaiting on his turn based
on an elaborate rotating scheme. In such cases, it was up to the salesman on duty to call his col-
league in case a regular customerwould ask for a specific salesmanbyname. Situations like these
were frequent, and introduced amajor source of uncertainty into the system, since compliance
to this rule was difficult to control. In fact, questions concerning the violation of the group
norm not to steal regular clients were a constantly salient and major concern for the salesmen.
The setting confronted the salesmen with a repeated trust problem, because those who com-
plied and sent through a regular customer could not be sure whether this colleague would do
the same. Solving this trust problem and mitigating the underlying uncertainty is challenging.
A “standard” solution proposed by economic and organizational sociologists tomanage critical
interdependencies is “social embedding” (Granovetter, 1985; Lazega, 2001), i.e., building and
maintaining personal relations to those on whom one depends (friends do not cheat on each
other). But building friendship ties simultaneously with 24 colleagues of course won’t work.
The ethnographic evidence shows that one of the possible straightforward alternatives, based
on shared ethno-religious identities also did not work out. Half of the salesmenwere Jews. But
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whereas during the first observation period there was a significant tendency to nominate some-
one from the same ethno-religious group as a friend, this effect became non-significant in later
phases. Hence, sharing the same identity category does not protect from being cheated upon.
My reanalysis of the dynamics of the friendship network suggests that in this particular setting,
a hitherto understudied relational support structure emerged, which may have contributed to
a stable solution to the trust problem. At the behavioral level, this solution is based on advisory
trust, i.e., individuals having the tendency to maintain interpersonal trust relations with alters
who proved to be trustworthy and who dispose of as well as are willing to disclose reliable in-
formation about the trustworthiness of other actors. At the group level, this principle results
in a structure with four positions, based on the similarity of the sociometric pattern of in- and
outgoing friendship choices. In this structure, salesmen occupy either the position of a truster,
a trustee, isolate, or advisor. The latter play a fundamental role to keep this system going: they
both receive and send friendship nominations. The analysis shows that the most robust inter-
position choices in this structure indeed consist in the trustors choosing the advisors, and the
advisors choosing the trustees. This system also converged towards a clear separation between
a component of salesmen connected by friendship ties, and an internally and externally almost
completely disconnected group of isolates.

Since these insights were based on a reanalysis of an existing dataset, and more detailed
context information on the link between friendship ties and behavior (i.e., sending or not send-
ing through a regular customer) is not available, the true effectiveness of this relational sup-
port structure and its underlying behavioral principle cannot be judged from this data, and
would have to be assessed in future research. Nevertheless, this particular case illustrates which
kind of relational support structure structuremay emerge in an institutional environment that
strongly relies on monetary incentives, and it suggests that these endogenous dynamics might
at least contribute tomitigate the potential incentives trap that such governance structuresmay
cause.

9.3 Escaping empowerment traps: Autocalibrating relational support structures

Empowerment Traps are not inevitable. The iconic case study uncovering the conditions un-
der which they can be avoided is Union Democracy: The Internal Politics of the International
Typographical Union (Lipset et al., 1956). The authors discuss several reasons why the iron law
of oligarchy did not hold at ITU. One was its factionalized structure, which created a system
ofmutual vigilance in which norm violations and wrongdoings like corrupt behavior bymem-
bers of one faction would be readily exposed by the other faction. These factions were rooted
in the importance that the local unions who had founded ITU traditionally attached to their
local autonomy.

An informative example comes from an empowerment intervention study in two different
organizations (Silver et al., 2006). Whereas the intervention — consisting of a bundle of mea-
sures ranging from enhancing information sharing, the development of clear boundaries, and
the introduction of self-managed teamwork— could be sustained in one of the organizations,
it faded in the other. In the former setting, the key mechanism sustaining empowerment val-
ues and practices can be described as an autocalibrating relational support structure. Its core
consists of a feedback loop between on the one hand, a leader who constantly reinforces the
existing joint production culture present in the senior team and the rest of the organization
and, on the other hand, team members having and using the opportunities to participate in
decision making for constructive voice. This positive feedback loop is further strengthened by
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the continuous use of external training and feedback from outside coaches. In contrast, in the
other setting under investigation, these ingredients were lacking.

9.4 Escaping identity traps: Dyadic toolkits and structural folds

Relational support structures also have the potential to prevent or mitigate identity traps. Sev-
eral mechanisms and have been described. First, DiBenigno & Kellogg’s (2014) comparative
study of two department in a hospital discusses the importance of what they call dyadic toolkits
that are enabled by cross-cutting demographics and shared non-occupational identities. Dyadic
toolkits allow the use of alternative status rules, emotional scripts, meanings and expertise on
which the members of different occupational groups can draw to negotiate tasks, understand
each other’s actions, and share knowledge.

Second, in their seminal study of team performance in the gaming industry, De Vaan et
al. (2015) describe the importance of structural folds within multidisciplinary project based
teams of experts. An important task of these teams is to produce new games that are not only
innovative and technically cutting edge, but that also appeal to a critical audience of review-
ers and users. The researchers show that such game-changing video games are more likely to
be invented by teams containing at least one member who has previously collaborated with
several other previously unrelated members in the team. Being familiar with the qualities of
several team members, these structural folds can then vouch for the trustworthiness and exper-
tise of the other team members, assuring them about each other’s qualities. This allows them
to bridge the often quite large cognitive distance that exists between the different professions
in such teams, helping them to create a common language and to recombine insights from a
large variety of backgrounds.

Finally, the deliberate creation of workflow interdependencies, for example through
the creation of transitory project teams, is another instrument to overcome identity traps
as they result from the homophilous tendency to form ties with others having a similar
socio-demographic background (Yakubovich & Burg, 2018). This study resonates with
earlier findings showing that in organizational settings, functional interdependencies trump
identities as the driving force in group dynamics (Wittek, 1999, 2001). The argument is that
workflow interdependence creates a shared interest in regulating each other’s work-related
behaviors, which increases the chances for communication and the emergence of normative
expectations and their monitoring (i.e., embedding the work relation in a social relation).
The resulting shared experiences further lay the foundation for value congruence. Formal
interdependence also creates an interest in shooting down disagreements and conflicts, thereby
increasing the chances for intensification and persistence of the personal relationship.

10 Discussion and Conclusion

A major purpose of formal governance structures is to elicit and maintain productive cooper-
ative interactions in organizations. But more often than not, these governance structures also
contain the seeds of their own decay. I argued that the reason for their declining effectiveness
is that these structures have a blind spot when it comes to keeping up the salience of the norma-
tivemindset sustaining joint productionmotivation. This also holds for governance structures
that rely heavily on reputation management as their core device to secure cooperation.

I also argued that relational support structures can play a pivotal role in preventing the
decay of a normative goal frame. One condition to avoid reputation traps may be to create re-
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sponsibility allocations thatminimize the emergence of ambiguous relational signals. Incentive
traps may be prevented by emergent group level role structures based on the principle of advi-
sory trust. The presence of structural folds and cross-cutting demographics may prevent being
caught in identity traps. Additionally, a factionalized structure facilitating mutual vigilance
may overcome the risks of getting caught in empowerment traps. As the reviewed literature
on organizational network dynamics also shows, the interplay between bureaucratic and rela-
tional support structures on the one hand, and their effects on cooperation sustainability on
the other are far from straightforward.

I conclude with two general reflections about theoretical implications and limitations of
the social rationality model of governance traps developed here. A first question relates to the
likely incidence of reputation traps. Formal governance structures differ with regard to the de-
gree to which they rely on reputation processes as a means to elicit cooperation. For example,
cooperation among researchers in academia relies strongly on self-organization when it comes
to selecting and maintaining collaborators for joint projects. A scholar’s previous track record
in terms of publications ismeanwhile highly visible, and the grapevine (particularly during con-
ferences) serves as an important additional source of information when it comes to assessing a
scholar’s behavior in other projects. The formal governance structures of Universities and re-
search institutes not only facilitate this self-organization (for example by funding conference
visits or invited lectures), but someUniversities may also consider the quality and quantity of a
researcher’s international network of collaborators as one of the many indicators of a scholar’s
standing in their fields of research, which in turn may factor in performance evaluations and
the related tenure or promotion decisions. In contrast, as already briefly mentioned above,
Blau’s (1963) ethnographic study of a government bureaucracy provides a classical example
for a setting in which a formal governance structure deliberately seeks to thwart the emergence
of reputation dynamics. The officers of the tax agency Blau (1963) investigated were formally
not allowed to ask a peer — i.e. a colleague at the same hierarchical level — for advice when
encountering a difficult case. Instead, they were supposed to approach their supervisor. This
formal rule was violated on a broad scale, with the emergence of an elaborate expertise-based
informal status hierarchy as a result. Blau’s (1963) monograph describes some downsides of
these dynamics, such as the overload of requests directed towards the most experienced offi-
cers. Follow-up studies investigating the implications of the underlying principle of exchanging
social deference for advice showed the broader dysfunctional ramifications — such as advice-
seeking patterns being driven by status rather than expertise considerations (i.e., wanting to
avoid status loss by asking advice, and not asking advice from low status colleagues even if they
would be knowledgeable) — that such patterns may generate (Agneessens & Wittek, 2012;
Montgomery, 1996). This example illustrates that reputation traps and the related coopera-
tion problems can occur also in settings where formal governance structures, such as classical
bureaucracies, deliberately try to ban reputation processes. The example also illustrates the
importance of a behavioral micro-foundation for understanding how specific institutional ar-
rangements may impact cooperation. In Blau’s (1963) government agency, the salience of the
normative goal frame — the necessity to comply with the rule to approach your boss rather
than a colleague when in need for advice — was insufficiently stabilized, and therefore gradu-
ally pushed in the background by the gain goal frame underlying individual status concerns.

A second question relates to the scope of the governance trap framework proposed here.
Governance structures are not only geared to solve cooperation problems, they also solve
coordination problems. In fact, many scholars have argued that a large part of organizational
processes can better be analyzed as coordination rather than cooperation problems (Castañer
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& Oliveira, 2020), and that consequently the core elements of a governance structure are
routines, i.e., “repetitive patterns of interdependent organizational actions” (Parmigiani
& Howard-Grenville, 2011). Since Nelson & Winter’s (1982) influential contribution to
building a routine-based microfoundation of evolutionary economics, the alleged advantage
of routines and their “semi-automatic” execution is that they make organizational life much
easier because they reduce cognitive load. But as subsequent research has emphasized, this
micro-foundation is incomplete at best (Gavetti, 2005). Cognition is situated and therefore
contingent upon, for example, an individual’s position in a hierarchy, or situational constraints.
Cognition is always motivated. Upholding routines requires a salient normative goal frame
by those involved. For example, even drill routines (e.g., the sequence of actions to follow in
case of a fire alarm) require practice not only with regard to what to do, but also to push the
related norms into the cognitive foreground (e.g., not to first collect all your belongings, but
to leave immediately). Similarly, the proper execution of organizational day-to-day routines
may gradually be undermined by hedonic motives (e.g., sparing oneself the hassle that comes
with carrying out the routine, thereby freeing time for other aspects of one’s job) pushing
the normative goal frame (i.e., correctly execute the routine) into the cognitive background.
Furthermore, even basic routines require some degree of “mindfulness”, i.e., sensitivity to
changes in the context or the situation, because the neglect of exceptions may cause much
harm. Hence, reputations may emerge based on how organizational members carry out their
routines, thereby constituting yet another source for reputation traps.

Relational support structures can be decisive in making or breaking an institution’s effec-
tiveness in eliciting sustainable cooperation. At the same time, they remain emergent phenom-
ena, rooted in individual relational choices. This tension poses a formidable challenge for in-
stitutional design and organizational governance, and it remains to be seen which governance
traps may emerge at what one may consider to be the new frontier of organizational control:
network interventions (Valente, 2012).
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