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Introduction9 
The market has become the dominating social institutions in capitalistic economies (Callon 
1998, Fevre 2003). The capitalistic logic has become the general mechanism regulating not 
only economic but also social exchanges. The laws of the market penetrate large areas of the 
social life, including those that do not directly deal with economic issues. Norms of the state 
and local societies have been replaced by – what has been called economism (Polanyi 2001 
[1944], Polanyi et. al 1957, Regini 1995). From a superficial viewpoint, it seems like the 
economic logic has taken over more and more of the diverse social relations of everyday life, 
but there is also an extensive informal economy. Research on informal economies has 
especially focused on exchanges of goods and services in mainly developing countries, the 
republics of the former Soviet Union, ethnic economies, household economies and industrial 
districts. It has been shown that all of these economies follow a different logic than the logic 
of formal national and globalized markets. Informal economies are based on personal 
relationships, trust, a bounded rationality, solidarity, social status and the norm of general 
reciprocity (Gouldner 1960). An interesting question is to what extent the globalized market 
economy also has influenced the functions of local economies, such as industrial districts, and 
how the informal economy is used to balance out negative aspects of a global competition. 

Much research on local economies10, for example on industrial districts, clusters, science 
parks, and innovation systems, has drawn on contemporary economic sociology, but also on 
comparative political economy. The focus of recent studies has been to explain the causes and 
effects of social relations and informal institutions on economic exchanges. It has been argued 
that social institutions must precede economic action, and that they are inherent in all 
economic exchange. Many economically successful economies are supported by, and 
governed by, strong social institutions of a non-market character (Streeck 1992). These social 
                                                 
8 In this paper I present some ideas that will be discussed more in detail in a forthcoming dissertation. 
9 In this paper I present some ideas that will be discussed more in detail in a forthcoming dissertation. 
10 Local economies are here defined as 1) economic exchanges performed within a limited 
geographical area, 2) there must be a minimum of local enterprises engaged in similar and 
complementary production of goods or services, 3) the social and economic relations between the 
entrepreneurs or managers, based on networking and collaboration for instance in subcontracting 
relations, within it must be extensive, 5) a common history and understanding of culture with of 
normative focus on collaboration rather than competition, 6) there has to be opportunities for the 
participating actors to meet face-to-face, something that facilitates balanced reciprocity and knowledge 
diffusion (Sverrison & van Dijk 2001, Lane 2002). 
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institutions are usually conventions or implicit rules of action and coordination of exchanges 
that have become part of the routine (Storper & Salais 1997, Favereau & Lazega 2002). To 
explain the economic outcomes of local economies such as industrial districts, it has become 
relevant to study the configuration of informal institutions – with norms, conventions and 
values – and the formal organisations, such as unions, business associations, and educational 
centres. 

Economic exchanges embedded in social institutions are of great relevance in national and 
regional economies, but also in local economies. In the literature on industrial districts a 
number of different geographical dispersed locations have been used as empirical examples. 
We find several of them in Third World countries, but the bulk of examples come from 
industrialized countries, for example, the districts in the Third Italy, Baden Württemberg and 
Hesse in Germany, Jutland in Denmark, Silicon Valley and Boston in USA. Recent research – 
particularly in comparative political economy – has shown the incapability of the market as a 
mechanism of co-ordination of transactions among actors. For instance, Boyer & 
Hollingsworth (1997: 2) state; ”…the basic features of most modern economic activity point 
to the importance of coordinating mechanisms alternative to markets.” Among those 
alternative systems or social institutions is the gift-economy, and its importance in 
coordinating local economies is at the centre of this article. Some preliminary conclusions 
will be presented from an ongoing study of an industrial district in Sweden with a significant 
gift-economy, the Gnosjö-region in the south of the country. The purpose of this article is 
therefore to explain the importance of social institutions such as the gift-economy for 
economic performance in industrial districts, with special reference to the industrial district of 
Gnosjö. A way of doing this is to use the theories of new-institutionalism in sociology, the 
gift-economy and exchanges of non-monetary goods and services. In the following pages, I 
will give an account of some aspects of the theories of gift-economies and economic and non-
economic exchanges, and on the economic performance of industrial districts, but first a note 
on industrial districts.  

 

Industrial Districts 

As early as the 1870’s, Alfred Marshall coined the term industrial district to describe 
“external large scale economies” (Marshall 1961 [1875]). It was to describe the 
“concentration of specialized industries in particular localities” that he used the term. In 
Marshall’s terminology, the economic dynamics of these districts was caused by 
(technological) know-how, trained and skilled labour, the capacity of the companies and the 
fact that the diffusion of knowledge and ideas was “in the air” in such a way that the 
mysteries of production “became no mysteries”. To Marshall, the factors that affected the 
workings of an industrial district the most was the cultural and social environment, but he 
points especially to “mutual knowledge and trust” that diminishes – what is now called – 
transaction costs, and “the industrial atmosphere”, which facilitates the diffusion of 
knowledge among workers (Amin 1992). The atmosphere is, according to Marshall, difficult 
to transfer to another location because knowledge is connected to individuals, manifested by 
the labour market for trained workers, and the intimate collaboration between companies, that 
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is, that the overall organization11 of the economy is tied to a specific location. Marshall’s 
ideas boil down to an explanation of the economy in industrial districts by referring to cultural 
factors of a non-economic character. The ideal typical characteristics (or definition) of 
industrial districts can be summarized in five points: 

1. Industrial districts are clusters of geographically concentrated and sector specialized 
small and medium sized industries. Geographical concentration is usually defined as:  

“… localized thickening of the network formed by relationships among economic 
actors, comprising the area shared in common and delimiting it” (Rabellotti 1997: 
24).  

2. A strong and homogenous cultural and social background in the society, which ties 
entrepreneurs/managers and workers together and creates a common and accepted 
code of behaviour. The family is a strong social institution that integrates the youth 
and women into the work dominated by men. The family also facilitates the 
socialization of a work ethic necessary for the production. 

3. A number of relations exist between economic and non-economic actors that are based 
on vertical and horizontal exchanges. These relations are characterised by a balance 
between competition and cooperation, especially noteworthy in relations between 
employers and employees (Brusco 1996).  

4. Networks of public and private organizations and institutions support the economic 
actors in the cluster. Industrial associations, for example, labour unions and local 
educational centres, are particularly important for creating the common resources of 
the region. The economic actors can use the resources of the different institutions – 
such as education and training of workers, common marketing for the region, quality 
controls of products and services, translation of contracts and marketing efforts, 
consultation in legal matters to keep up with international competition.  

5. The labour force plays a crucial role for the district, because the workers are flexible in 
knowledge and working conditions (i.e. working hours), to cope with the fluctuations 
of the work-load (Schmitz 1992). 

 

Usually, industrial districts and the configurations of the above mentioned institutions are 
considered to be preconditions for successful economies. However, it may not follow that 
industrial districts that display the above-mentioned traits, will become successful (almost 
regardless of how “successful” is defined). A particular industrial district’s configuration 
might be successful for a limited period of time, and then return to retardation.  

Much of the research on industrial districts has either focused on the cultural dimensions of 
the specific characteristic of economic and social exchanges or on the pure economic 
outcomes of the agglomeration. What is missing is an explanation of what in the culture that 
produces the economic outcomes of industrial districts, or, to speak with Marshall, “what is in 
the air”. I argue that one way of understanding the relation between cultural explanations and 
                                                 
11 Organization is the fourth factor of production – land, labour and capital being the other three – 
which Marshall coined and it became one of his major contributions to the development of economic 
theory.  
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economic outcomes is to look at the gift-institution and the resources that can be created and 
allocated through it.  

 

The Gift Economy is Embedded in Social Processes 

Entrepreneurs and small business owners (managers) are vital to the dynamics of local 
economies and industrial districts. For the creation of new companies and the longevity of old 
companies, resources of different kinds are crucial. All kinds of resources – and sometimes 
the lack of resources – can become important as driving forces for entrepreneurs (Light & 
Gold 2000). Resources such as money, symbolic and social capital, network connections – 
through which material, personnel, know-how, customers, subcontractors, and so on are 
exchanged – are necessary for the well-being of local economies. Some of these resources can 
be purchased on the open market at market prices, and others can be obtained through social 
relationships where no market prices can be established. In the latter form of social exchanges 
a different logic of reciprocity is at work, than in impersonal market exchanges. This can be 
described by the theory of the gift-economy.  

Exchange and distribution of goods and services affect social relations, but it also affects the 
exchange of gift-giving and gift-receiving. The value of most economic goods and services 
are destroyed or decreased when they are consumed, while others are consumed in order to 
create and maintain social ties by continuing the transactions, and in the consuming process 
the value is preserved or even increased. In ”normal” economic situations we regard the actors 
who have low costs and big returns as ”winners”. But in a gift-economy, the actors who give 
more than they receive are given the highest status. Gifts are valued by their use, and the more 
they are exchanged the more value they will have. It means that in exchanges of products 
(material and immaterial) between people, some form of meaning of the products and 
exchange is transferred in the process. The products are endowed with meaning because they 
embody social relations required for the production, and because they produce and re-produce 
social relations through the distribution of gifts (Mauss 1972). But gifts are also inalienable 
compared to ordinary goods that are alienable. This means that in legal terms one declines all 
rights to a good when it is traded against other goods or money. Gifts, on the other hand, have 
the characteristic that a donor’s rights to a gift can never completely be abandoned, and it is 
this quality of the gift that creates an obligation to return it. In other words: ”The defining 
characteristic of gift exchange is therefore… that it is an exchange of inalienable things 
between persons who are thereby united in a state of reciprocal bondage.” (Cheal 1988: 10). 
Through the exchange of gifts, a mutual dependency is created as a result of socially 
constructed ties between people. The contents of these ties are defined by the actor’s 
expectations of reciprocity. 

A person involved in gift-transactions has three obligations; 1. To give. 2. To receive and 3. 
To return the gift. Marcel Mauss argues that the exchange that takes place in a gift economy, 
in contrast to other forms of exchange, is voluntary and without demands of reciprocity, but it 
actually has strong social obligations turning both the giving and receiving as well as the 
repayment into an obligation. The limitations can be either, 1) the social relations between 
people are expressed in the gifts material obligations, or 2) the gift has an inherent quality that 
makes the receiver obliged to compensate the giver, which means that there is almost a 
requirement of reciprocity. The reciprocity that is created in the gift-economy is in this 
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version defined as a moral norm, which structures the giving and returning of a gift.12 When 
we are discussing reciprocity two variables are important. For one thing, that the value of the 
gift is acknowledged to be similar to all parties involved in the exchange. And for another, the 
time between the giving and the returning a new gift. 

Marshall Sahlins (1972) discusses reciprocity in terms of what he calls social distance, 
referring to the distance between people in the social structure. He distinguishes three types of 
reciprocity: generalized reciprocity, balanced reciprocity and, negative reciprocity. In the 
generalized reciprocity, similarity of the value of the gift is not important in contexts where 
the moral norm of reciprocity is very strong, for example, in small local societies. In this case, 
the need of the receiver of the gift is the cause of exchange; help is expected and given when a 
need occurs. But it is not a one-to-one correlation between the gift and the repayment when it 
comes to the value of the goods or the services that are exchanged. That is, one does not have 
to repay or return the gift with something of equal monetary value. Gifts are expressions of 
social relations in such a way that they can never achieve the status of being measured in 
equal value. Moreover, the time between giving and returning a gift is uncertain. Generalized 
reciprocity describes exchanges that take place in a social context where people are more or 
less in debt with each other. The insecurity of the exchange strengthens the social ties through 
obligations and subordination of material interests to obligations. To give a gift is, in this 
context, always a return of help or resources one has received earlier by someone who is 
socially close. Generalized reciprocity prevails ideally in close social relationships, for 
example, families and local communities. The stability of the social system is a function of 
everyone owing everyone something that at anytime must be returned. 

Balanced reciprocity exists where the social ties are looser and where social ties are separated 
from material interests. That is why the exchange of goods and services is regulated so that 
they have equal value, and that the time it takes to return the gift is standardized. The ideal in 
this type of exchanges is a simultaneous exchange of gifts of the same value. In this type of 
exchange, social and symbolical ties between individuals and groups are developed through 
material goods. The similarity in the exchange is expressed in the value of the goods, and 
people also try to avoid getting into debts. Generally speaking, balanced reciprocity is a way 
of describing exchanges in which the giving and the returning compensate each other within a 
specific time frame. The material exchange is still embedded in social relations and is used as 
a means to produce and reproduce social ties without being subordinated to the material 
exchange. Balanced reciprocity is typical of societies where the social distance between 
people is of “middle-range”, for example, the relations between distant relatives and people 
living in different villages. 

Finally, negative reciprocity is created where the social distance is large, and the material 
interest is the only motivation for the transaction. Typical examples of this kind are stealing, 
                                                 
12 The ideas of seeing the expectations that a gift shall be returned as a norm includes sociologists and 
anthropologists such as Emil Durkheim, Marcel Mauss, Bronislaw Malinowski and Lévi Strauss. This 
idea have lately been criticised by for example Weiner, who from a reinterpretations of 
anthropological studies, argues that it is due to a strong will of withdrawing the inalienable goods from 
circulation or exchanges, rather than norms. There is a cultural ideology that claims that it is always 
obvious who the giver of a gift is, at the same time as one would like to receive gifts one would like 
not to have to repay or return gifts, and it is this combination which encourages the exchanges, 
according to Weiner (1992). 
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theft and bargaining where the negative social relation is a direct result of the material profit 
that the stronger part in the bargaining process makes. The transactions are characterised by 
receiving (taking) without giving and are concluded as soon as one has received what one 
expected to receive. 

In a gift-economy actors offer, receive and repay services and goods that exist outside or 
above the logics of the market economy. This circle of reciprocity follows a logic that on at 
least five accounts differ from the regular formal market exchanges.  

1. It has been argued that gift-exchanges are performed almost solely within the sphere 
of privacy. Berking (1999) argues that in modern society there is a sharp and clear-cut 
border between the private and the public, when it comes to gifts, and this confusion 
between the two immediately leads to political and economical scandals. If someone is 
offered a gift in the public sphere, she will be suspected of taking bribes. But I’d like 
to argue that even though a large number of gift-exchanges are performed in the 
private sphere, a significant number of gift-exchanges take place in groups with larger 
numbers of actors, for example, local economies. There is a further point to be made 
about a similar dichotomy. Gift-exchange and the demand for reciprocity are either 
expressed implicitly or explicitly. To sustain the quality of a gift, the norm-regulated 
demand for reciprocity has to be implicit, for otherwise, the gift will transform into 
something else, for example, a bribe or an ordinary good with a price tag.  

2. The qualities of gifts are social, not economic. The gift-economy has certainly 
economic qualities attached to it and both the giver and the receiver are aware of that 
the gift has a specific economic value. But as soon as an economic value is attached to 
a gift, its qualities of a gift are dissolved and it becomes an ordinary good. In that 
sense we have to misreckon the economic value of a gift if it is to remain a gift 
(Bourdieu 1990, 1997, 1999a, 1999b, 2000). The social meanings of a gift have to be 
maintained and this can only be achieved by covering up the economic value of it.  

3. Through the qualities of the gift, the object given will be identified with the giver also 
after the exchange has been made (Carrier 1995). Gifts are also inalienable compared 
to ordinary goods that are alienable. In a juridical sense, the rights to a good must be 
declined whenever it is sold or bought. A gift, on the other hand, can never be 
completely declined by the giver, and it is this quality of the gift that creates an 
obligation for the receiver to return the gift (Cheal 1988). 

4. The analysis of the gift-economy has traditionally been made on traditional societies, 
but the analyses can also be used to say something about contemporary societies 
characterized by modern capitalism. From a strict (neo-)classic economic point of 
view the gift is totally redundant. It has been suggested that exchanges in modern 
societies with high division of labour is taken for granted (Cheal 1988). We have to 
make sure that we can provide goods and services to all that can express a need. The 
gift must therefore provide us with something more than what we can get from 
engaging in market exchanges.  

First, in terms of goods and services, a gift adds nothing to what can be bought in 
markets. If someone really wants and needs an object, and they have enough money, it 
can be obtained without an offer from someone to give it as a gift. Second, gifts are 
redundant in the meaning that they do not provide any net-value to the receivers. This 
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is particularly true in the case of balanced reciprocity. The value of a gift is calculated 
to compensate for the value of a gift received earlier. The result is that no actor has 
profited, in economical terms, of the exchange of gifts. Third, it is often argued that 
gifts are redundant because gifts that are received can, if one really would like to, be 
procured without any expectations of receiving them as a present. The fourth and last 
reason for why gifts are redundant is that they are the result of ritual gift offerings in 
situations where a normal visit of courtesy would have been enough.  

5. The last point of comparison between the gift-economy and the ordinary market 
economy is the size of them. In the market, actors compete and expand their market 
share, but a gift-economy cannot expand too much without the system becoming 
instable. One of the central problems for a modern gift-economy is to restrict the 
number of participants. Another problem is the value of the gift. In traditional or 
archaic societies, the first problem was not instant because the structures of the group 
where solid and regulated according to hierarchies deciding who has the right be a 
member of the gift-economy and also what kind of rights and responsibilities this 
membership would entail. In modern societies, these group structures have dissolved. 
A current problem is therefore to decide who shall be given the right to participate in 
the gift-economy. In a modern industrial district it accordingly becomes important to 
understand how the boundaries between the two different systems work, in order to 
understand their economic successful performances. What social mechanisms are 
working to keep the systems stable, through regulating the number of actors 
participating in the gift-economy and the relationship towards the market-economy? 

The above-mentioned aspects of the gift-economy make it radically different from other 
economies. If the gift-exchange is not governed by economic (law-) necessity, the gift-
economy seems relatively free from structural determination. That is, human gift-exchange is 
not strongly determined by social positions, roles or classes. It is structured rather by 
processes of interaction as a precondition for effective social cooperation in a society. Gifts 
are used to construct specific types of voluntary social relations. Cheal (1988) argues that gift 
exchange from one individual to another is to be understood as a way of institutionalizing a 
social relation. The gift-economy differs from other economies in that it can be seen as 
constituted by pure economic exchanges, but at the same moment as the actors begin to 
conceive of the gift-exchanges in terms of pure economic matter, the goods exchanged cease 
to exist as gifts.  

Today the gift-economy performs yet another function for the economy at large. It facilitates 
economic development in local economies by coordinating exchanges, creating resources and 
social bonds. It does this in a way such that the resources created are given the character of 
common goods, so that actors do not have to pay for them in markets. The gift-economy 
diminishes transaction costs by relying on trust in that actors will act according to the norm of 
generalized reciprocity. The possibilities of developing entrepreneurship, especially in ethnic 
economies, increase substantially with exchange principles following the general reciprocity 
existing in a gift-economy (Seligman 1997).  

The economy of local economies is embedded in different social structures, the gift-economy 
being one of them. The concept of ”embeddedness” means that all (economic) activities are 
embedded in a cultural and social context, which, according to Granovetter (1993), must be a 
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part of the empirical data that is analysed. Polanyi argues that the economy in the real sense 
(i.e., in the substantial or non-theoretical sense) is an ”instituted process”, it is ”– embedded 
and enmeshed in institutions, economic and non-economic. The inclusion of the non-economic 
is vital. For religion or government may be as important for the structure and functioning of 
the economy as the monetary institutions or … tools and machines…” (Polanyi, Arensberg & 
Pearson 1957: 250.) 

Polanyi (2001) argues that in the real economy, the economy is organized in three ways: 
reciprocity, re-distribution and exchange. Reciprocity characterizes an economy that is 
dominated by a symmetrically organized structure, for instance, the family. The 
redistribution-economy proposes a strong centralized power that collects economic values for 
the purpose to distribute them or parts of them to those in need. Finally, the exchange-
economy integrates the economy into a system in which prices are determined through the 
market mechanism of supply and demand. These three principles of interaction and 
organization are connected to the predominance of social, political and economical principles, 
respectively, of co-ordination in the society. The three principles can be working more or less 
at the same time, and a society does not have to go through these stages in a chronological 
order but, according to Polanyi, it is first when the exchange-principle is dominating in a way 
that is excluding the other two principles that we can talk about that the modern economy is 
creating its own causal explanatory principles and that is why we can not talk about the 
modern exchange-economy as the same as the market-economy. That is what he calls the 
“economistic fallacy”. With the introduction of the market as an economic principle, society 
will,”…be governed as an appendage to the market. Instead of the economy is being 
embedded in the social relations the social relations are embedded in the economic 
system”(Polanyi 2001: 70.) 

Within a small local group of people, like an industrial district, where the exchange-processes 
are extended over long periods of time, and the expectations of what to receive as repayment 
for an exchange is much lower than in more impersonal and economically oriented exchange-
economies, the gift-economy is more common. This is an economy in which you do not 
expect to get something back, and in which voluntary giving of for instance food to someone 
in need is common. Exchange in local societies involve expectations of a fair or just 
exchange, but the timing and character of what is given back is not that important. In local 
societies businesslike exchange-relations are missing, and there are, according to Granovetter, 
two reasons for this: ” … one is the web of obligations that surrounds each transaction; the 
other is the greater likelihood of complementarities between local areas than within them, in 
what is processed” (Granovetter 1993).  

 

Exchanges in the Gift-Economy of Gnosjö 

Hopefully, it is by now clear that the relations that are produced and reproduced within a gift-
economy can create resources necessary for entrepreneurs and managers in especially small 
and medium size firms. These resources are created without the members of the gift-economy 
having to pay for them in monetary terms, even if they have a price tag. It is with the help of 
social capital and trust in social relations these resources can be realized. You can trust the 
persons who repay a gift within reasonable time and with a similar value, and by this the 
social bonds get stronger. In situations where there is a lack of trust, for example depending 
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on insecurity about whether it will be repaid or not, practical solutions becomes important. 
These solutions can include rituals and routines that generate trust as a result of people taking 
part in a common gift-economy. The routinization of a gift-economy, and also a common 
knowledge or understanding of the gift-institution, can be the source of a common capital of 
trust. The stability and capacity of the gift-institution to reproduce social relations affect the 
level of trust in a given society.  

Gifts are not given to anyone at random. They are given to persons that the giver has personal 
ties with, or to someone who has a position in the society that is similar or the same as the one 
the giver has. The reason for this is, according to Cheal (1988), that the redundant character of 
the gift-economy does not create anything; it only develops what already exists. The 
consequence of this is that gifts circulate within relatively closed social groups who have 
existing social relations to each other. They prefer to exchange gifts within certain groups 
(usually family and relatives), which effectively excludes other groups from taking part in the 
gift-economy. 

So what can we find out about gift relations when studying a contemporary local economy in 
the form of an industrial district? The Gnosjö-region is an area with about 80 000 inhabitants 
and about 1 500 industrial and manufacturing firms, most of them with less than ten 
employees. The municipality of Gnosjö itself is smaller than the whole region, and consist of 
only 10 000 inhabitants and about 220 manufacturing firms. There is a strong historical 
tradition of giving help to each other by exchanging material, products, machinery, and even 
staff. They lend each other money, or if needed, extend outstanding claims on credits. 
Because of a real lack of resources, historically, the people in the region had to help each 
other for survival. Because good and prosperous land to use for crops was limited, the people 
had to seek other livelihoods, for example, iron ores were mined and the people learned how 
to make good use of it and were able to sell simple products.  

The vast knowledge of how to industrially process iron increased the demand of different 
professions to work with the material in different ways. The specialised and flexible 
production of goods and the division of labour between firms also contributed to the need for 
cooperation and the use of exchange within the gift-economy. The extent to which these 
exchanges occur are not random, they happen systematically. For most companies, they 
occurred between one to five times a week. The number of firms engaged in one and the same 
gift economy varies, but the number of firms having frequent exchanges (i.e. at least every 
week) is usually limited to between ten to fifteen firms. On a general level, almost all firms 
exchange gifts with each other, but sometimes this is done on very specific grounds – such as 
a great demand in a specific resource that only a few firms are in possession of. In this sense, 
the community is made up of several smaller parallel gift-economies and a general gift-
economy. Both are characterized by generalised reciprocity. Individual entrepreneurs and 
managers who lack the money needed to buy resources in the market, can, by sharing 
whatever resources they might have, create collective goods available for anyone who 
respects the norms of general reciprocity and the gift institution. The most extensive gift 
economy exists between companies that do not compete in the same markets with similar 
types of products. Thus, the gift economy mainly involves complementing companies, usually 
in subcontracting relations. 
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The gift economy works strongly towards conformity in behaviour; it may display exclusion 
of deviants, and obstruction of entrance into the gift-economy. That is why membership in 
associations and other organizations becomes so important to invest in as a form of social 
capital, which may be used in order to be invited to take part in the gift-economy.  

There are implicit and explicit norms that encourage and discourage people to perform in a 
certain prescribed way that affects the economic performance of the district. Because of the 
strength and the sheer number of the norms regulating the behaviour of company owners, the 
gif-economy becomes explicitly excluding of those who do not comply with the norms. In 
that sense, it also becomes a controlling culture with tendencies to conformity. This is a 
circumstance that usually diminishes entrepreneurial activities and hinders innovative 
behaviour, but in case the industrial structure is such that the diversity of products and 
materials used are low, the firms can still compete and cooperate in using new technologies 
and come up with new products.  

There is also a strong relation of gift exchanges between employers and employees. The 
labour contracts are partially gift exchanges (Akerlof 1998 [1982]). It is expected of workers 
to work hard, and to work extra hours on weekends if the firm needs it. Workers may work 
for another firm if there is a temporary recession, and most importantly, for a rather low 
salary. The average pay per working hour in the manufacturing branch is about ten percent 
lower than the Swedish average. Still, the workers enjoy a relative freedom at work, with 
responsibilities for the production processes. 

 

Concluding Remarks 

The qualities described above of the gift institution in a local economy, such as Gnosjö, create 
flexibility and it coordinates many of the dense social end economic exchanges taking place 
in the economy. It also fosters, through a strong social control, a behaviour that promotes 
entrepreneurial dynamics of a certain kind, but it also makes it difficult to become too deviant, 
to become a maverick. The influx of new ideas, customs, organizing principles and practices 
are limited, due to the gift economy’s strong tradition and its own reproduction. Economic 
sociology has contributed to the understanding the relationship between the social and the 
economic by explaining how the informal aspects of human behaviour is affecting the way the 
formal economy works. By studying the gift institution in local economies we can understand 
some of the processes that still affect the way in which resources can be obtained and the 
possibilities of small and medium size firms to compete on a global scale, despite the lack of 
formal resources and money.  
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