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    The Political Economy of Trust 
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in Italy and Germany 

  Trust and cooperation are at the heart of the two most important 

approaches to comparative politics – rational choice and political cul-

ture. Yet we know little about the relationship of trust to political 

institutions. This book sets out a rationalist theory of how informal 

institutions can affect trust without reducing it to fully determined 

expectations. It then shows how this theory can be applied to com-

parative political economy, in particular to explaining inter-fi rm 

cooperation in industrial districts, geographical areas of intense small 

fi rm collaboration. The book compares trust and cooperation in two 

prominent districts in the literature, Emilia-Romagna, Italy, and 

Baden-Württemberg, Germany. It also sets out and applies a theory of 

how national informal institutions may change as a result of changes 

in global markets, and it shows how similar mechanisms may explain 

persistent distrust among Sicilian  mafi osi . 

 Henry Farrell has been an assistant professor of political science 

and international relations since 2004 at the George Washington 

University, where he is affi liated with the Center for International 

Science and Technology Policy. He was an assistant professor at the 

University of Toronto from 2002 to 2004 and Senior Research Fellow 

at the Max-Planck Project Group on the Law of Common Goods in 

Bonn, Germany, from 2000 to 2002. He has authored or co-authored 

20 peer-reviewed articles in scholarly journals, including  International 

Organization  and  Comparative Political Studies , and ten chapters for 

edited volumes. His nonacademic publications include articles for 

 Foreign Policy ,  Financial Times ,  Boston Review ,  Chronicle of Higher 

Education ,  American Prospect , and  The Nation , as well as a policy 

paper for the German Marshall Fund.   

www.cambridge.org/9780521886499
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-88649-9 — The Political Economy of Trust
Henry Farrell
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

  Cambridge Studies in Comparative Politics 

   General Editor 

   Margaret   Levi     University of Washington, Seattle    

  Assistant General Editors 

    Kathleen   Thelen     Northwestern University   
   Erik   Wibbels     Duke University   

   Associate Editors  

   Robert H.   Bates     Harvard University   
   Stephen   Hanson     University of Washington, Seattle   
   Torben   Iversen     Harvard University   
   Stathis   Kalyvas     Yale University   
   Peter   Lange     Duke University   
   Helen   Milner     Princeton University   
   Frances   Rosenbluth     Yale University   
   Susan   Stokes     Yale University   

    Other Books in the Series: 

      David   Austen-Smith   ,    Jeffrey A.   Frieden   ,    Miriam A.   Golden   ,    Karl 
Ove   Moene   , and    Adam   Przeworski   , eds.,  Selected Works of 
Michael Wallerstein: The Political Economy of Inequality, 
Unions, and Social Democracy  

    Lisa   Baldez   ,  Why Women Protest: Women’s Movements in Chile  
    Stefano   Bartolini   ,  The Political Mobilization of the European Left, 

1860–1980: The Class Cleavage  
    Robert   Bates   ,  When Things Fell Apart: State Failure in 

Late-Century Africa  
    Mark   Beissinger   ,  Nationalist Mobilization and the Collapse of the 

Soviet State  

Continued after the Index

www.cambridge.org/9780521886499
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-88649-9 — The Political Economy of Trust
Henry Farrell
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

    The Political Economy of Trust 

 Institutions, Interests, and Inter-Firm 

Cooperation in Italy and Germany 

    HENRY   FARRELL  

  George Washington University       

www.cambridge.org/9780521886499
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-88649-9 — The Political Economy of Trust
Henry Farrell
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

Shaftesbury Road, Cambridge cb2 8ea, United Kingdom

One Liberty Plaza, 20th Floor, New York, ny 10006, USA

477 Williamstown Road, Port Melbourne, vic 3207, Australia

314–321, 3rd Floor, Plot 3, Splendor Forum, Jasola District Centre, New Delhi – 110025, India

103 Penang Road, #05–06/07, Visioncrest Commercial, Singapore 238467

Cambridge University Press is part of Cambridge University Press & Assessment, 

a department of the University of Cambridge.

We share the University’s mission to contribute to society through the pursuit of 

education, learning and research at the highest international levels of excellence.

www.cambridge.org

Information on this title: www.cambridge.org/9780521886499

© Henry Farrell 2009

This publication is in copyright. Subject to statutory exception and to the provisions

of relevant collective licensing agreements, no reproduction of any part may take 

place without the written permission of Cambridge University Press & Assessment.

First published 2009

First paperback edition 2011

A catalogue record for this publication is available from the British Library

Library of Congress Cataloging-in-Publication data

Farrell, Henry, 1970–

The political economy of trust : institutions, interests, and inter-firm cooperation in

Italy and Germany / Henry Farrell.

 p. cm. – (Cambridge studies in comparative politics)

Includes bibliographical references and index.

isbn 978-0-521-88649-9 (hardback)

1. Business networks – Italy – Case studies. 2. Business networks – Germany –

Case studies. 3. Strategic alliances (Business) – Italy – Case studies. 4. Strategic

alliances (Business) – Germany – Case studies. 5. Rational choice theory –

Case studies. 6. Packaging machinery industry – Italy – Emilia-Romagna.

7. Machine-tool industry – Germany – Baden-Württemberg. 8. Mafia –

Italy – Sicily. i. Title. ii. Series.

hd69.s8f26 2009

338.8´70943–dc22   2008044094

isbn   978-0-521-88649-9   Hardback

isbn   978-1-107-40430-4   Paperback

Cambridge University Press & Assessment has no responsibility for the persistence

or accuracy of URLs for external or third-party internet websites referred to in this 

publication and does not guarantee that any content on such websites is, or will 

remain, accurate or appropriate.

www.cambridge.org/9780521886499
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-88649-9 — The Political Economy of Trust
Henry Farrell
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

vii

  Contents   

   Acknowledgments   page  ix    

   1     Introduction  1   

  2     A Theory of Institutions and Trust  23   

  3     Varieties of Capitalism and Industrial Districts  63   

  4     Trust and Institutions in Industrial Districts  95   

  5     Accounting for Change in Informal Institutions  132   

  6     Informal Institutions without Trust: Relations among 
Mafi osi in Sicily  171   

  7     Conclusions  201    

   Bibliography  215   

  Index  237     

www.cambridge.org/9780521886499
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-88649-9 — The Political Economy of Trust
Henry Farrell
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

ix

  Acknowledgments   

 What is the relationship between institutions and trust? This ques-

tion, which has fascinated me for many years, spurred both my disser-

tation and this (very different and, I hope, much improved) book. My 

fascination began when my academic mentor, Sam Barnes, suggested 
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Like many others, I was captivated by the breadth and ambition of 
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sources to come up with a grand theory of the basic underpinnings 
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