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Note from the editor

Buying into financeBuying into financeBuying into financeBuying into finance    

When this issue was going to press, the UK had just voted 

for Brexit – for Britain to leave the European Union. The 

Pound Sterling fell sharply at the news, the UK’s credit 

rating was downgraded, and stocks related to UK markets 

saw £3 trillion “wiped off” their value worldwide as inves-

tors unwound their positions that were based on a Remain 

vote and adjusted their long-term asset valuations (Bullock 

2016). Not only that, London’s status as the financial cen-

ter of Europe has been shaken, with banks moving some 

operations to the continent, in fear of losing “passporting” 

rights for providing financial services in EU markets (Ar-

nold/Noonan 2016). 

A shock to many UK voters and politicians who are already 

reversing their Leave stance, these repercussions are no 

news to economic sociologists, who have studied the tight 

coupling of global financial markets, and the process by 

which trading strategies constantly construe and perform 

the future, rapidly and at a distance. Sociologists have also 

observed that banking and markets are at the same time 

geographically embedded organizations, strategizing on 

physical proximity, invested in infrastructure, and steeped 

in legal-institutional history. 

Indeed, Economic Sociology: The European Electronic 

Newsletter provided an introduction to the sociologies of 

finance and money in earlier issues, before and after the 

financial and Eurozone crises (edited by Nina Bandelj in 

2007 and Nigel Dodd in 2011, respectively), as have nu-

merous overviews since (e.g., Knorr-Cetina/Preda 2012). 

The populist mobilization for Brexit – diverting public dis-

cussion of inequality, austerity, and tax avoidance to na-

tionalism, invoking democracy, and xenophobia – and the 

prospect that something “national” might have to be 

disentangled institutionally from an integrated political-

economic entity, raise a wealth of questions for economic 

sociology. 

In this issue, we aim to broaden our view of finance in 

directions which can prove useful to these discussions of 

inequality, governance and status quo: truly grasping the 

world of voters as consumer-investor subjects and the 

sources of financial inequality; scrutinizing the novelty of 

alternative ways to transact; and inspecting those very 

conventional places where finance spends its backstage 

time. Most urgently, a stronger focus on household and 

consumer finance (e.g., Deville/Seigworth 2015), and its 

constitutive role in the global financial system is imperative, 

developing a sociology that meaningfully connects vernac-

ular money practices with strategies of professional finance 

(see for example, Guseva 2008). Alternative (local, digital, 

crypto) currencies already theorize these relationships in 

their own ways, as they critique the power of financial 

industries and monetary governance, and try to wrest 

economic space for citizens from the auspices of the state 

(Dodd 2014). Yet economic actors increasingly regard 

these currencies, and we might add mobile money, as 

alternative accounting and payment systems, part of a 

“fintech” (financial technologies) revolution. Traditional 

but pragmatic actors such as banks and “paperless” public 

administrations are joining the fray and seizing upon these 

one-time ideals for their own purposes.1 Sociologists have 

a lot to contribute here, for instance by analyzing money 

as a social movement, and slippage between its various 

“functions.” 

At the opposite end of the spectrum, the sociology of fiat 

money and central banking is expanding, in tandem with a 

growing interest in forecasting as a form of economic 

action (e.g., Beckert 2016; Braun 2015). Meanwhile, the 

recent hacking of SWIFT, the main international interbank 

payments network, served as a public reminder of the 

information infrastructure, such as payments, clearing and 

settlement of transactions, that enables global financial 

flows, to in fact, flow. We need more studies of these back 

office operations (e.g., Muniesa et al. 2011), and at the 

same time we must recognize that “soft”, non-calculative, 

non-modeling expertise in the front office enables the 

circulation of money in equally important ways. Without 

careful communication in both “high” and “low finance” 

– from the marketing and sale of credit to consumers 

(Langley 2013; Pellandini-Simányi et al. 2015) to investor 

relations (Lépinay 2011) – markets are not transacting in 

any automated fashion. 

The present issue of the Economic Sociology Newsletter 

ties in with many of these emerging areas, while it opens 

up new ways of thinking about “high” and “low” finance 

and their interrelationship. This is an important task in the 

age of financial disintermediation, the disruption of tradi-



Note from the editor 

economic sociology_the european electronic newsletter  Volume 17, Number 3 (July 2016) 

3 

tional financial institutions by “fintech” startups – whether 

processing payments by new means or peer-to-peer lend-

ing – which promise services at lower cost, greater trans-

parency, and higher personalization. Many of these are 

innovations in the maintenance of finance, in the everyday 

running of the machine. The first paper considers such 

practices in what constitutes “investing.” 

Benjamin Braun highlights in his article Gross, greed, and 

the case for a micro-founded political economy of the 

investment chain that asset management is an over-

looked yet vast part of the financial industries, a part that 

is steadily enriching itself. The majority of the world’s fi-

nancial assets are managed not by hedge funds, private 

equity or venture capital but by a bedrock of less dazzling 

fund management companies. Braun argues that by study-

ing the practices of the investment chain’s often-forgotten 

actors, we can build microfoundations to political econo-

my, which has often emptied out finance from its sub-

stance. Asking why asset management has been so profit-

able despite competition, technological innovation, and 

financial market theories, which show no value added by 

this industry, Braun traces its wild success to a number of 

factors. Most importantly, “active” fund managers keep 

earning high fees thanks to exchange-traded funds (ETFs), 

whereby the fund’s assets are turned into securities that 

can be traded on exchanges like stocks, and bought by 

individual investors. These and newer innovations (e.g. 

“smart beta” strategies) are designed to solve fund man-

agers’ dilemmas of liquidity, transaction costs, and mimick-

ing the market portfolio while performing above the 

benchmark. Braun’s article highlights how this particular 

organization of the investment chain has sustained ine-

quality. Emerging discussions on “assetization” (Muniesa 

2011) could benefit from this work on the mundane man-

agement of assets. The next article takes a step back and 

considers not the valuing, trading and management of 

traded assets, but the exchanges themselves as special 

market organizations. 

While the question of algorithms has always been im-

portant in the sociology of finance, which has been at-

tuned to the transformations of stock trading, sociologists 

of all persuasions are now turning to what we now call the 

“algorithm economy.” From consumer markets to produc-

tion to public services, classification systems and decision 

rules govern an expanding array of economic and non-

economic possibilities. Others are focusing on the “disrup-

tive” economy, by taking innovative firms like Uber and 

following their impact on existing market relationships, or 

by following up on the claims to disruption in the first 

place. 

Michael Castelle’s article Marketplace Platforms or Ex-

changes? Financial Metaphors for Regulating the 

Collaborative Economy calls attention, however, to a 

third crucial feature of the new economic models. Not 

algorithm or disruption but platform. Analogies between 

stock exchanges and the novel ways of providing services 

such as Uber for taxi riding, Airbnb for accommodation, 

Instacart for grocery shopping, or Prosper for peer-to-peer 

lending are highly relevant. The common property, Castelle 

argues, is the type of market: these digital marketplace 

platforms and exchanges are all “switch-role markets” 

(after Patrik Aspers and Harrison White), where buyers and 

sellers can switch roles. The platform itself is a company 

with a fixed role as provider. What matters, then, is to 

shape the industry of these platforms, for instance the 

terms under which the same securities-products-services 

can be bought and sold on each of them and outside 

them. Turning points in the history of regulating the New 

York Stock Exchange and its competition with other ex-

changes and alternative trading venues can thus be key 

reference points for regulating the likes of Uber, suggests 

Castelle. 

The Issue of Financial Literacy: Low Finance between 

Risk and Morality by Jeanne Lazarus dissects the govern-

ing concept of “low finance”, the cornerstone of policy 

theories of the household and the individual decision-

maker. Lazarus’ exposition shows how the notion of “fi-

nancial literacy” has been developed by international or-

ganizations and by policymakers, and positioned relative to 

other concepts such as financial inclusion, financial educa-

tion, or financial empowerment. The different ways in 

which a problem is formulated shape the solutions which 

are proposed: “financial literacy policies want to impose 

one best way to manage money and stigmatize existing 

monetary practices that anthropologists and sociologists 

have precisely observed and explained” [page 29]. Lazarus 

goes on to scrutinize how evidence is produced about 

financial literacy through survey instruments, the evalua-

tion practices of financial literacy programs, and the curi-

ous lack of discussion about the actual content of training, 

and yet its structured form and quality control. The latter 

arises because financial literacy, the paper suggests, is 

treated as a self-evident matter in “low finance” and 

hence moral issue, rather than a technical one befitting the 

policy approach to “high finance”. 
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Finance for individual consumers, inclusion, the theorizing 

of finance from a (consumer) cultural perspective, and 

what economic sociology can take from adjacent fields, are 

central topics in the interview with Frederick Wherry. 

With a grounding in the moral view of markets (Zelizer 

2005; Fourcade/Healy 2007; Bandelj/Wherry 2011), Wherry 

has developed a cultural sociology of markets building on 

notions such as circuits and breaching sequences, in many 

ways akin to, but also coming from a different angle than, 

the Callonian sociology of market design, attachment, and 

devices. The Chair-Elect of the American Sociological Asso-

ciation’s Economic Sociology section discusses a wide 

range of questions from theoretical influences to the pro-

fessional organization of sub-fields. Frederick Wherry’s 

recent work encompasses the study of financial inclusion, 

the implicit theories of financial consumers in the prevail-

ing credit system, and attempts to create alternatives or 

paths into the mainstream credit networks. Some of these 

attempts are based not in the least on sociological under-

standings of everyday financial practices. Throughout, the 

interview considers sociology’s potential for interventions 

in economics-driven policy discourse. 

The Panama Papers earlier this year irretrievably broke the 

silence in public discourse on what we may call technical 

sources of inequality, that is, in the management of fi-

nances, and in contributing to and benefiting from state 

finances such as taxation. Brooke Harrington’s forthcoming 

book Capital without Borders: Wealth Managers and 

the One Percent is a deep ethnographic study of the 

global wealth management profession, and the vehicles 

through which wealth preservation takes place. You will 

find a summary of the book in the Announcements sec-

tion. Gradual accumulation of private capital, as recently 

shown by Thomas Piketty (2014), is accomplished to a 

great extent by tax-efficient inheritance. The book shows 

this is brought about by the rise of a profession that helps 

transfer, preserve, and grow wealth by working with indi-

vidual clients and families, and devising legal vehicles of 

transfer. In the end, ways of accounting for wealth do 

much more than describe that wealth. 

The Announcements also call attention to the journal 

Social Politics of potential interest to economic sociologists, 

and the Call for Papers for a conference on Valuation, 

Technology and Society. 

In the Book Reviews section, Vera Linke (Bielefeld) re-

views Making a Market for Acts of God: The Practice of 

Risk-Trading in the Global Reinsurance Industry by Paula 

Jarzabkowski, Rebecca Bednarek and Paul Spee. Topical for 

these times, The Sociology of Disruption, Disaster and 

Social Change: Punctuated Cooperation by Hendrik 

Vollmer is reviewed by Adriana Mica (Warsaw). 

We also present here a number of PhD projects from 

across and beyond Europe. From the UK on the securitiza-

tion of microfinance by banks and states, from Germany 

on the changing political alliances and discourses of US 

consumer financial protection, from Greece a project on 

the evolution of European trade relationships, and from 

Argentina a PhD on the semi-legal “blue dollar” market. 

My term as Editor of the Economic Sociology Newsletter 

has come to a close with this last issue, and I am thankful 

for the opportunity to present the community with new 

themes and ideas. I hope you enjoy the issue, and I wish 

you the best for the future. 

For a borderless economic sociology, 

Zsuzsanna Vargha, zv8@leicester.ac.uk 

Endnotes 

1Bitcoin is now being explored more for its properties as a “dis-

tributed ledger” using blockchain technology, and less for its 

potential as a currency. 
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Gross, greed, and ETFs: The case for a micro-

founded political economy of the investment 

chain

By By By By Benjamin BraunBenjamin BraunBenjamin BraunBenjamin Braun    

Max Planck Institute for the Study of Societies, Cologne, 

bb@mpifg.de  

Driven by a lust for power, greed, and a desire to improve their 

own financial position and reputation at the expense of inves-

tors and decency, a cabal of Pimco managing directors plotted 

to drive founder Bill Gross out of Pimco in order to take, with-

out compensation, Gross’s percentage ownership in the profit-

ability of Pimco. 

Thus begins the suit that Bill Gross filed in October 2015 

against the firm he had co-founded in 1971, Pacific Invest-

ment Management Company. One year earlier Gross had 

still been Pimco’s star manager, in charge of the world’s 

largest bond fund. What had happened? According to 

Gross, his former colleagues had cast their eyes on his 20 

per cent, or $300 million, share in Pimco’s ‘profit-sharing 

plan’ in 2013. This left $1 billion for the remaining 60 man-

aging directors to share between them (Bloomberg 2015b). 

The lawsuit, which the California Superior Court of Orange 

County admitted earlier this year (Bloomberg 2016), is for 

the $200 million that Gross claims would have been the 

remuneration for his last two quarters at Pimco. 

$1.3 billion? This question – the question of the profitability 

of managing other people’s money – has received surpris-

ingly little attention. While the Pimco cabal raised some 

eyebrows in the financial press, the broader public, politi-

cians, and scholars of finance and financialisation took little 

notice. This is problematic, especially in the context of grow-

ing inequality at the top of the income distribution. The 

economic purpose of the capital investment channel is to 

intermediate between providers and users of capital. Excess 

profits that accrue within this ‘investment chain’ constitute 

transaction costs, which not only increase inequality but can 

also reduce efficiency and welfare. Despite the importance 

of this social institution, however, the investment chain 

tends to fall between the cracks of a problematic disciplinary 

division of labour. Economic sociologists, especially those 

inspired by science and technology studies, have largely 

concentrated on micro-level devices, practices, and narra-

tives (Beunza and Stark 2004; MacKenzie 2006; Chong and 

Tuckett 2015). Although this literature has made invaluable 

contributions to our understanding of the micro-foundations 

of contemporary finance, it has been criticised for bracketing 

the structural features of capitalism as a historically specific 

institutional formation (Christophers 2014; Koddenbrock 

2015). Meanwhile, their interest in precisely these structural 

features has prevented political economists from developing 

strong micro-foundations for their analysis of capitalism. 

Add to this the still widespread assumption that politics 

‘takes place where the realm of economics stops’ (Murphy 

and Tooze 1991: 24), and the criticism that political econo-

my ‘treats the economy as a black box’ remains valid 

(Streeck 2011: 138). 

This bracketing and black-boxing has made it easy for eco-

nomics to claim near-exclusive jurisdiction over the study of 

the economy. In increasingly economic times, this has 

helped to entrench the ‘superiority of economists’ in the 

‘implicit pecking order among the social sciences’ (Fourcade 

et al. 2015: 89). Yet there is hope. Perhaps the most promis-

ing approach to wrest the economy from the grip of eco-

nomics is for economic sociology and political economy to 

join forces to build a micro-founded analysis of capitalism 

(Beckert and Streeck 2008, cf. Peck 2012; Christophers 

2014; Braun 2016). Using ‘Bill Gross vs Pimco’ as a starting 

point, the present article takes a closer look at the invest-

ment chain to demonstrate the value added of such an 

approach. The article indicates avenues for future research 

by highlighting how micro-level practices in the investment 

chain relate directly to the macro-issues of power and ine-

quality that are at the heart of political economy. The re-

mainder of the article consists of five sections. The first ar-

gues that the investment chain has been neglected in the 

financialization literature. The second section looks at the 

business model of asset management and asks why it has 

been so profitable for so long. The third section presents 

three elements of a potential answer to this question – psy-

chology, power, and the late introduction of potentially 
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game-changing financial technology, namely exchange-

traded funds (ETFs). The fourth section highlights some 

recent developments sparked by the ETF revolution and the 

final section provides a conclusion. 

Finance, financialization, and the blackFinance, financialization, and the blackFinance, financialization, and the blackFinance, financialization, and the black----
boxing of the investment chainboxing of the investment chainboxing of the investment chainboxing of the investment chain    

At first glance, finance might well be the exception to the 

social science hierarchy identified by Fourcade et al. Howev-

er, research in economic sociology and political economy on 

‘financialization’ has arguably not brought these disciplines 

up to speed with economists in public debates and policy 

controversies. According to one critic, ‘the most penetrating 

and critical studies’ on financial practices such as securitiza-

tion are found ‘in the work of (much-maligned) mainstream 

financial economists’ not in spite of but because of the pro-

liferation of the notion of financialization (Christophers 

2015: 231).1 For while ‘financialization’ promises to open 

the black box of finance, ‘something rather peculiar and 

paradoxical’ has happened instead: ‘as attention is drawn to 

the ways in which the ‘rise’ of finance and its colonization of 

various social spheres reshape the social world around us, 

finance’s ostensible impacts are placed in the foreground 

but finance itself recedes from view’ (Christophers 2015: 

230). In light of this criticism, developing a micro-foundation 

for political economy means to bring the market practices 

and devices that constitute finance back into view. 

One literature which has done exactly this is the literature on 

the marketization of financial intermediation. However, this 

work has largely concentrated on one channel of intermedi-

ation only, casting little light on the other. The elementary 

function of financial systems in capitalist economies is to 

intermediate between providers of capital (mostly house-

holds) and users of capital (firms, governments, and again 

households). There are two basic channels, the credit inter-

mediation channel and the capital investment channel (or 

investment chain) (Jackson and Deeg 2006: 13). The first 

operates via the banking system, which extends long-term 

loans on the asset side of its balance sheet that are financed 

by short-term liabilities. A number of penetrating analyses 

have studied the marketization of such bank-based credit 

intermediation, which generally involves securitized lending 

and collateralized borrowing (Hardie et al. 2013; Thiemann 

2014; Gabor and Ban 2016). The second channel connects 

savers and firms via capital markets. Here, the picture is less 

fine-grained. Comparing it to the bank-centered credit in-

termediation chain, the literature tends to conceptualize the 

investment chain as operating via an intermediation-free 

capital market that enables ‘a direct transfer from savers to 

borrowers’ (Jackson and Deeg 2006: 13). While this view of 

the investment chain was never particularly accurate, it has 

become less so as the number and variety of asset managers 

and other intermediaries within the investment chain have 

proliferated (Kay 2012). Two main categories of asset man-

agers can be distinguished – alternative investment firms 

and mutual fund firms. The former – hedge, private equity, 

and venture capital funds – are more visible and have re-

ceived considerable attention (Goyer 2006; Froud and Wil-

liams 2007; Erturk et al. 2010). However, alternatives ac-

count for only a relatively small share of the market. The vast 

majority of financial assets are under management with 

‘plain vanilla’ mutual fund firms. BlackRock alone manages 

far more capital than the entire hedge fund sector ($4.7 

trillion vs. $3 trillion at the end of 2014). These firms com-

pete to attract money mostly from institutional investors, 

such as pension funds and insurers, but also from retail 

investors. And when it comes to bond investing, the biggest 

name on the street is Pimco. Which brings us back to the all-

important question: If what Pimco does is to collect pen-

sioners’ savings and invest them in government and corpo-

rate bonds, then why is it that a $1.3 billion bonus pool 

exists for managing directors to fight over?  

Follow the money: The astonishing Follow the money: The astonishing Follow the money: The astonishing Follow the money: The astonishing 
profitability of managing other people’s profitability of managing other people’s profitability of managing other people’s profitability of managing other people’s 
moneymoneymoneymoney    

One key lesson from the US securitization bonanza of the 

mid-2000s is that a research strategy that ‘follows the mon-

ey’ and focuses on the most profitable financial activities 

likewise has a high expected return. Today, the most profit-

able sector in finance is asset management. In 2014, the 

operating margin of listed fund managers was 33 per cent, 

just one percentage point shy of the pre-crisis peak reached 

in 2007 (Financial Times 2015e). The sector has also seen 

rapid growth as it ‘has filled a void left by banks’ in the af-

termath of the bank-centered crisis of 2008 (Financial Times 

2015d). Global banks such as UBS and Goldman Sachs have 

significantly increased their asset management operations, 

which in the case of UBS now account for two thirds of pre-

tax profits (Financial Times 2015b). While pay at investment 

banks has been falling, fund manager pay has continued to 

increase in recent years (New Financial 2016). The profitabil-

ity of fund management constitutes a classic case of ele-

phant-in-the-room – too big not to notice, but also too 

intangible for economic sociologists and political economists 

to puzzle too much about it (however, see Godechot 2015). 
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Asset managers charge fees for their services. These fees are 

paid by investors – pension funds, insurers, retail investors – 

whose return ‘after fees’ is thereby reduced. Regarding the 

costs of investment, the key distinction is between actively 

managed funds, which aim to ‘beat the market’ (that is, a 

specific benchmark), and passively managed funds, which 

merely replicate and thus ‘track’ a specific index. The 

benchmark-beating returns promised by active funds are 

delivered by fund managers such as Bill Gross, and thus 

come at the price of higher fees compared to passive funds. 

To be sure, compared to the ‘2 and 20’ fee model of the 

hedge fund industry – which refers to a management fee (2 

per cent of the capital invested) and an additional perfor-

mance fee (20 per cent of profits earned) – the fees charged 

by ‘plain vanilla’ asset managers look modest. Prior to recent 

changes aiming at making fees more transparent, the fees 

charged by actively managed equity funds stood at around 

1.5 per cent, ‘of which about half went to the fund manag-

er’ (Financial Times 2015c). In relation to the returns inves-

tors make, however, this is expensive. Between 1980 and 

2006, according to one authoritative study, paying US fund 

managers to beat the market cost investors 10 per cent of 

annual returns on the market portfolio (French 2008: 1538).  

As John Bogle, the founder of the low-cost investment firm 

Vanguard, has tirelessly pointed out, ‘the elemental arithme-

tic of investing’ is simple: ‘Gross return in the financial mar-

kets, minus the costs of the system, equals the net return 

actually delivered to investors’ (Bogle 2008: 98). The ques-

tion, therefore, is whether the significantly higher costs of 

active management are compensated by above-average 

returns. Theory, measurement, and logic all tell us that they 

are not. According to modern financial theory, a fund man-

ager cannot consistently outperform the market on a risk-

adjusted basis (Malkiel 1973). Empirically, this was estab-

lished as early as 1964 (Jensen 1968). Ultimately, the impos-

sibility of active outperformance comes down to simple 

logic. ‘The market’ is just another way of saying ‘all invest-

ment funds’. On average, funds will therefore earn the mar-

ket return. But that is before fees. After fees, investors are 

left with a below-market return. The implication for inves-

tors is clear – own the market portfolio at the lowest availa-

ble cost.2 

Why have high fees and profits Why have high fees and profits Why have high fees and profits Why have high fees and profits 
persisted?persisted?persisted?persisted?    

Index funds offer precisely this – exposure to an index at a 

fraction of the cost charged by actively managed funds. 

Index funds had been introduced already in the early 1970s, 

when they received strong support from leading financial 

theorists, including Michael Jensen, Myron Scholes, William 

Sharpe, Fischer Black, and Eugene Fama (Bernstein 2005: 

240-52; MacKenzie 2006: 84-88). Why, then did competi-

tion and technological progress not drive down prices (i.e., 

fees) and erode profits for active fund managers? Why was 

there still, in 2013, a $1.3 billion bonus pool at Pimco? This 

is a major puzzle and an unanswered research question. 

Three potential explanations seem worth exploring – social 

psychology, power, and financial technology. 

The social-psychological explanation rests on the assumption 

of a genuine belief among asset managers that they offer 

skills that are worth the price they command in the market. 

There is anecdotal evidence that would support such an 

interpretation. Following a presentation of Jensen’s results 

to ‘some men from the mutual fund industry’, a laconic 

Fischer Black wrote to his parents (Mehrling 2005: 63): ‘They 

were surprised. Indeed, one might say they didn’t believe 

us.’ Anecdotes of industry representatives reacting with 

surprise, disbelief, or outright hostility when confronted with 

academic challenges to the active investment model are 

legion (cf. MacKenzie 2006: 80-81). Recounting an episode 

in which he confronted a group of fund managers with 

evidence that they did not create value for their clients, 

Daniel Kahneman describes their reactions as a mixture of 

incredulity and denial (Kahneman 2011: 215-17). Social 

psychology certainly played an important part here, as both 

fund managers and their clients developed mechanisms to 

avoid cognitive dissonance in the face of a yawning gap 

between modern financial theory and market practice. 

Kahneman views asset management as a case in which ‘a 

major industry appears to be built largely on an illusion of 

skill’ (Kahneman 2011: 212, orig. emphasis). 

However, even if fund managers believed in their ability to 

create value for clients, the question remains why and how 

the ‘illusion of skill’ stuck, especially with institutional inves-

tor clients. From the start, investment firms opposed the 

arguments put forward by the proponents of efficient-

market financial theory. This is unsurprising given that, as 

Paul Samuelson (1974: 18) noted, it followed from these 

arguments ‘that most portfolio decision makers should go 

out of business’. Here, more research is needed on the strat-

egies employed by the asset management sector to keep the 

lid on ideas that threatened its business model. The commis-

sioning, funding, and production of research is likely to have 

played a key role in this context. In terms of instrumental 

power, little is known about industry lobbying with regard 

to the regulation of fee structures and transparency, con-



Gross, greed and ETFs 

economic sociology_the european electronic newsletter  Volume 17, Number 3 (July 2016) 

9 

flicts of interest among investment advisors, or investment 

strategies (see the discussion of ‘closet indexers’ in the next 

section). As for the question of remuneration, the protracted 

negotiations in the European Parliament and between EU 

member states about the rules for fund manager pay pro-

vide ample material. Crucially, although the final package of 

2014 set some restrictive standards, a concerted lobbying 

effort brought a surprise victory for the fund industry – un-

like the banking sector, it succeeded in averting a pay cap 

for senior managers (Financial Times 2014). Another telling 

example is provided by the case of David Godfrey who, until 

his ousting in 2015, had served as the head of the UK’s 

Investment Association (IA). In that capacity he campaigned 

for lower fees, greater cost transparency, and a ‘statement 

of principles’ through which the association’s members 

would commit to putting their clients’ interests first. He 

reportedly resigned after having been told by the IA’s board 

that if he did not he would be fired (Financial Times 2015a).  

Although they go a considerable way towards explaining the 

puzzling persistence high fees and profits, psychology and 

power must be complemented by a third factor – the (non-

)availability, until relatively recently, of the financial technol-

ogy to perform the ‘passive investor’ on a mass scale (Braun 

2016: 263-67). As mentioned above, thanks to the introduc-

tion of index funds, low-cost exposure to a benchmark had 

been available as early as the 1970s. However, it was not 

until the early 2000s that index-tracking funds became a 

mass market phenomenon. This points towards the intro-

duction of exchange-traded funds (ETFs) in the 1990s – 

namely of a Nasdaq-100 fund called ‘Cubes’ (Deville 2008: 

68-70) – as the real game changer. ETFs solved two prob-

lems related to index-tracking that had prevented low-cost 

index funds from living up to the promise of posing a serious 

competitive threat to high-fee active fund management 

(Braun 2016: 265-67). First, index funds face a trade-off 

between transaction costs and ‘tracking error’, which arises 

from the need to buy and sell securities in order to minimise 

the fund’s deviation from the index. Second, a trade-off 

exists between transaction costs and liquidity, as the crea-

tion and redemption of shares also requires trading. Index 

funds do not allow for intra-day trading – their shares can 

be bought and redeemed only at the end of each trading 

day and at the market value of the underlying basket of 

securities, or net asset value (NAV). ETFs have been designed 

to mitigate both of these trade-offs through a dual trading 

structure that separates the trading of shares from the crea-

tion and redemption of shares. Investors can trade ETF 

shares continuously via exchanges (just like individual 

shares). The creation and redemption of shares, by contrast, 

involves third-party market makers, so-called authorized 

participants (APs), usually large investment banks. When the 

price of ETF-shares rises above the price of the underlying 

basket of securities, these APs can create new shares via an 

‘in kind’ transaction with the fund company. By acquiring a 

portfolio of the underlying securities and handing it over to 

the ETF provider in exchange for new ETF shares, they make 

an arbitrage profit. 

See appendix, figure 1 

Consequences of the ETF revolution: Consequences of the ETF revolution: Consequences of the ETF revolution: Consequences of the ETF revolution: 
Price wars, Price wars, Price wars, Price wars, smart beta, and closetsmart beta, and closetsmart beta, and closetsmart beta, and closet----
indexersindexersindexersindexers    

ETFs have been the growth story of the past decade in the 

asset management sector. Fees, by contrast, have decreased 

markedly as a result of the ETF boom. As shown in Figure 1, 

financial assets held in ETFs have grown rapidly, reaching 

almost $3 trillion in 2015 (and thus the same size as the 

hedge fund sector). While more than two thirds of the ETF 

market is controlled by only three firms (BlackRock, Van-

guard, and State Street Global Advisors), a growing number 

of asset managers have added ETFs to their product ranges 

in recent years, including industry giants such as Goldman 

Sachs and Fidelity. These market entries and the associated 

increase in competition have brought ETF fees down even 

further, with expense ratios now as low as 0.03 per cent in 

some cases (Bloomberg 2015a). The notion of an ETF price 

war has since caught on in the financial press. 

The reactions of the investment industry to these competi-

tive pressures include both new financial innovation and 

fraudulent tactics. The most prominent item on the innova-

tion agenda has been ‘smart beta’. This strategy aims to 

combine low-cost index tracking – which aims for a portfolio 

that moves exactly as the market does and thus has a ‘beta 

coefficient’ of 1 – with the goal of outperforming standard 

benchmarks (Financial Times 2013). In order to combine 

these two hitherto irreconcilable notions, smart beta funds 

invest in formula-determined securities baskets that offer 

higher risk-adjusted returns than established indices. Some 

of these formulas are designed to exploit the very inefficien-

cies that are generated by herd behavior inherent to index-

ing, and by the overrepresentation of certain types of firms 

in the standard indices. They do so, for instance, by 

weighting high-dividend or momentum stocks, or simply by 

giving companies with smaller market capitalizations (small-

cap) an equal weighting. Already accounting for over one 

fifth of US ETFs (Financial Times 2016a), smart beta can be 
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seen as an attempt to reconcile indexing with the traditional, 

alpha-centered culture of the investment industry. 

The strategy of ‘closet-indexing’, by contrast, resorts to 

fraudulent means to preserve profitability. Closet indexers 

are high-fee investment funds that promise active manage-

ment but in reality closely ‘hug’ a benchmark in order to 

minimize their risk of underperforming it. Investors, of 

course, would have access to that same performance at 

lower cost via an index fund. A recent study found that in 

most of the 20 countries it covered, between 30 and 50 per 

cent of total net assets were held in closet-indexing funds 

(Cremers et al. 2016). In 2014, the consumer organization 

Better Finance alerted the European Securities and Markets 

Authority (ESMA) to an investigation by the Danish financial 

regulator that had found closet indexing to be widespread 

among active funds in Denmark. According to the ensuing 

investigation by ESMA, 5 to 15 per cent of nominally active 

funds could ‘potentially’ be index trackers (European Securi-

ties and Markets Authority 2016). However, ESMA was 

immediately criticised for using an overly conservative meth-

odology, as well as for not releasing the names of the funds 

it suspected of closet indexing (Financial Times 2016b). In 

future, tensions between fund managers, clients, and regu-

lators will continue to surface as the cost pressure on tradi-

tional, actively managed funds is unlikely to abate. 

ConclusionConclusionConclusionConclusion    

In their recent review of the financialization literature, Davis 

and Kim (2015: 204) have emphasized that alternative ways 

of organizing credit and investment intermediation have far-

reaching social consequences. However, precisely because 

the investment chain connects micro-level practices to mac-

ro-level structures, this amorphous institution has tended to 

fall between the cracks of the disciplinary division of labor 

between economic sociology and political economy. In light 

of this observation, the key message of the present article is 

that when it comes to the political economy of the invest-

ment chain, and thus of financialized capitalism more gen-

erally, studies of micro-practices and macro-structures are 

complementary rather than contradictory. Starting out from 

the lawsuit filed by Bill Gross against Pimco, the article has 

focused on the question of how and why managing other 

people’s money has continued to be so profitable. While the 

puzzling persistence of the high-fee, active-fund-

management model calls for further research, growing ETF 

assets combined with falling fees point towards the possibil-

ity of transformative changes. Indeed, if these trends contin-

ue they will likely have dramatic consequences for profitabil-

ity and pay in the the asset management sector. When the 

next bond king takes their employer to court, the sums that 

will be at stake may well fall one or two zeroes short of 

what Bill Gross is currently suing for. 
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Endnotes 

1For an ongoing attempt to change this, see the contributions to 

the workshop Financial Innovation, Diffusion and Institutionaliza-

tion: The Case of Securitization, recently held at the Max Planck 

Institute for the Study of Societies in Cologne  

http://www.mpifg.de/projects/financial_innovation/program_en.asp  

2It should be noted that active investing does, of course, fulfil an 

important societal function by helping price discovery in financial 

markets. From this perspective, ‘the cost of active investing also 

measures society’s cost of price discovery’. The question then be-

comes whether ‘society is buying too little or too much of this 

good’ (French 2008: 1538). 
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Figure 1: Global ETF assets ($ billion) and number of ETFs. 
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IntroductionIntroductionIntroductionIntroduction    

The terms “sharing economy”, “collaborative economy”, 

“on-demand economy” and “peer economy” are currently 

used – in media and other popular literature, and increasing-

ly by state regulatory agencies and academic publications – 

to denote an emerging class of businesses which mediate, 

via the Internet, buyers and sellers of services. Prominent 

examples include the “ride-sharing” companies Uber and 

Lyft (which match requests for rides with providers of rides); 

the residential-space booking companies Airbnb and 

HomeAway (which connect requests for non-hotel lodging 

with renters and homeowners); the “P2P” loan services 

companies Lending Club and Prosper (matching borrowers 

with investors); and the freelance services companies oDesk 

and Elance (now merged as Upwork). These firms, largely 

funded by venture capitalists, are not generally buyers or 

sellers of goods themselves, as in a traditional production 

market (White 1981a); instead, they produce networked 

“marketplace platforms” which in turn provide opportuni-

ties to buy and sell – skimming a percentage of each trans-

action as a middleman – and are thus always distinctly less 

concerned with organizing the supply-chain logistics charac-

teristic of commercial trade. 

While platforms of this sort have existed for some time – 

eBay, after all, was profitably matching buyers and sellers of 

large varieties of goods online in the 1990s – they have 

become increasingly prominent in recent years in their overt 

“disruption” of various service industries, and the high 

(greater than $1 billion) “unicorn” valuations of Uber, Lyft, 

Airbnb, WeWork, InstaCart, and others. Recently, multiple 

pop-business books – related to the emerging field of “plat-

form economics” centered around MIT’s Sloan School of 

Management (Evans, Hagiu, and Schmalensee (2006), Evans 

(2011)) – have been published on the subject, with titles like 

Matchmakers: the New Economics of Multisided Platforms 

and Platform Revolution: How Networked Markets Are 

Transforming the Economy – And How to Make Them Work 

for You.1 

But should economic sociologists leave the theorization of 

marketplace platforms solely to economists? In this article I 

will suggest that economic sociology is uniquely positioned 

to provide a distinctive interpretation of marketplace-

platform phenomena, particularly via theoretical insights 

from Patrik Aspers, which were originally developed and 

articulated in the very pages of Economic Sociology: Europe-

an Electronic Newsletter (Aspers 2005); and, perhaps unex-

pectedly, via the long tradition of historical and ethnograph-

ic research on financial markets ranging from Abolafia 

(1996) to Cetina and Bruegger (2002) to MacKenzie and 

Pardo-Guerra (2014). Specifically, I will argue that many of 

the emergent organizational and regulatory complexities of 

the marketplace platform – especially with regard to compe-

tition, fragmentation, counterparty risk, and the possibility of 

self-regulation and cooperative ownership – have already 

been historically realized, in an equally dramatic fashion, in a 

completely different organizational domain: namely, that of 

the securities exchange industry. The gradual introduction of 

electronic stock exchanges, for example, was accompanied 

by an extended controversy – simultaneously technological 

and political – over the nature of their relationship with 

traditional exchanges, and I will argue that this is just one of 

the intriguing and productive parallels with these newer 

controversial marketplace platforms. 

But I will also suggest that it is essential that economic soci-

ologists find a place for their traditions of inquiry in the 

rapidly accelerating contemporary debates on scalable mar-

ketplace platforms. The phenomena of “marketization” that 

these platforms induce – now known in France as “ubérisa-

tion” – represent a very different type of “financialization” 

than the increased centrality and dependence on financial 

markets articulated by Krippner (2012), and it is clear that 

many regulatory agencies are at risk of (mis-)regulating 

marketplace platforms as if they were traditional production 
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firms. Examples of these densely-networked arenas of dis-

cussion include the U.S. Federal Trade Commission’s work-

shop “The ‘Sharing’ Economy: Issues Facing Platforms, Par-

ticipants, and Regulators” (FTC 2015) and hearings by the 

UK Parliament’s House of Lords (European Union Committee 

2016). Additionally, a multitude of debates have taken or 

are currently taking place within various urban governments, 

in which municipal representatives and local citizen groups 

are pitted against multibillion-dollar-valued private corpora-

tions to negotiate the ontological character of their services; 

and some of these debates unconsciously re-rehearse the 

way that U.S. regulators attempted to simultaneously – and 

arguably paradoxically – unify markets and enforce competi-

tion in the newly-emerging digital stock exchanges of the 

1990s. 

SwitchSwitchSwitchSwitch----role markets in financerole markets in financerole markets in financerole markets in finance    

In 2005, Patrik Aspers – as part of a critique of Callon 

(1998)’s theory of performativity – made the claim that 

economic sociology “misses a crucial distinction between 

two kinds of markets: exchange role markets, such as finan-

cial markets, and fixed role markets, such as producer mar-

kets for commodities” (Aspers 2005, 33).2 His typological 

distinction was developed further in later works (e.g. Aspers 

(2007) and Aspers (2011)), changing what he called “ex-

change role markets” to “switch-role markets”, to indicate 

more directly that actors on either side may switch roles: 

that is to say, it is possible (or common) for buyers to switch 

to becoming sellers, and vice versa. (See Fig. 1 for an illustra-

tion.) The other primary ideal-type distinction introduced by 

Aspers was that of standard markets, where the good or 

service being exchanged is standardized and represented via 

some measure or contract; versus status markets, where the 

buyers and sellers are distinctive and can be ordered in rela-

tion to one another. The apotheosis of the switch-role and 

standard market, then, is a modern securities market, where 

a buyer can rapidly “flip” a stock within microseconds (i.e. 

switch from buyer to seller), and the goods being traded are 

perfectly standardized and fungible (i.e. the buyer or seller is 

solely concerned with that stock’s price than the relational 

identity of the seller).  

See appendix, figure 1 

While it was clear to Aspers that financial markets were 

obvious examples of the switch-role  and standard market, 

neither Aspers nor many other economic sociologists were, 

until recently, particularly concerned with the stock ex-

change itself in its role as a firm, a structured institution 

without which those financial markets would not exist.3 If 

one considers the stock exchange as an organization which 

can be in competition with other organizations – as in the 

case earlier in the 20th century, between the New York 

Stock Exchange (NYSE) and regional exchanges like Philadel-

phia’s at which one could trade NYSE-listed securities – one 

can see exchanges as sellers in a fixed-role market for trad-

ing services (concisely, a “market for liquidity”4), where the 

“buyers” of those trading services are various individual and 

institutional traders, buying and selling stock on the plat-

forms produced by the exchanges (and mediated by the 

exchange’s authorized brokerage firms and/or dealers); see 

figure 2. Exchanges, then, are themselves in fact producers; 

and what they produce are market platforms to match buy-

ers and sellers of various securities. In brief, an exchange 

industry is a fixed-role market that produces switch-role 

markets. And just as Aspers (2007, 379) insisted that “no 

existing theory can be used to explain both [fixed-role and 

switch-role markets]”, one can often find in non-specialist 

discussions of stock exchanges certain basic terms (such as 

“market” and “competition”) being interchangeably applied 

to both the fixed-role market competition (for trading ser-

vices, between exchanges) and switch-role market competi-

tion (between buyers and sellers of a given stock to transact 

at a favorable price). 

See appendix, figure 2 

In order, then, to understand the regulatory dynamics of 

marketplace platforms – which, like securities exchanges, 

have their primary activity the automated matching of buy-

ers and sellers, and not production via a supply chain of 

upstream-to-downstream commodities – we can look to the 

much longer history of the financial markets produced by 

stock exchanges for clues. Specifically, we will focus on 

issues regarding (1) competition and fragmentation; (2) 

counterparty risk; and (3) self-regulation. By competi-

tion/fragmentation we refer to situations in which one can 

trade the same securities in multiple arenas; until the regula-

tory changes of the 1990s it was common, for various rea-

sons, for 80% or more of trading in a given stock to occur 

on a single exchange. By counterparty risk we refer to the 

possibility that a participant on one side of a trade will de-

fault on their obligations; stock exchanges act to mitigate 

this risk in various ways, which we will discuss below. Finally, 

by self-regulation we refer to the governance structure of 

many exchanges, which deferred various aspects of regula-

tory action to the institutions themselves. 
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Competition/fragmentation in financial Competition/fragmentation in financial Competition/fragmentation in financial Competition/fragmentation in financial 
marketsmarketsmarketsmarkets    

The New York Stock Exchange (NYSE) – to rely on a promi-

nent example – has a long history of deliberately limiting 

competition: the original Buttonwood Tree agreement in 

1792, for example, fixed the minimum commission rate for 

member brokers at 0.25%, meaning that no matter how 

large the volume of shares traded, the brokers got the same 

non-negotiable cut; it also stipulated that members should 

deal with each other instead of non-members whenever 

possible (Harris 2003, 64). Through the 20th century, the 

NYSE actively prevented its members – the “broker-dealers” 

which traded on behalf of institutional and individual inves-

tors, and/or on their own behalf – from belonging to com-

peting exchanges (such as the Consolidated Stock Exchange, 

founded in 1885, and the “curb” market which would be-

come the American Stock Exchange.)5 In response to the 

crash of 1929, the Securities Exchange Act of 1934 created 

the Securities and Exchange Commission (SEC) as an inde-

pendent regulatory agency (primarily due to concerns re-

garding stock price manipulation), but much of the regulato-

ry activity was left to the exchanges themselves, as so-called 

Self-Regulatory Organizations (SROs); and so their anti-

competitive practices continued during the 20th century.6 

The NYSE’s members were also prohibited from trading 

NYSE-listed securities on other (e.g. regional) exchanges, 

and while the SEC managed to abolish these restrictions for 

newly listed stocks after April 26, 1979, the NYSE’s “Rule 

390” prevented member competition in trading all pre-1979 

stocks until 2000.7 

Perhaps analogously to some of the incumbent “cartels” 

which various marketplace platforms are now held to be 

disrupting – such as the regulated “medallion” system for 

taxicabs in some large cities – the New York Stock Exchange 

in the early 1970s had a very high “seat price” for broker-

age firms who wished to execute trades on the exchange. 

Moreover, existing rules made it nearly impossible for any 

new or alternative exchange venue to attract significant 

trading in NYSE-listed securities. Even after the SEC’s 1975 

Securities Acts Amendments which eliminated minimum 

fixed commission rates, the NYSE continued to dominate 

U.S. trading, with over 80% of the share volume in 1981.8 

But along with the 1975 Amendments came the emphatic 

call for a so-called National Market System (NMS), a concept 

which sought to encourage competition among exchanges 

by allowing traders to get the best price on multiple mar-

kets; and with that came the beginnings of technological 

interventions which aimed to link information about quotes 

for bids and offers, as well as information regarding execut-

ed trades.9 

In another paper currently under development (with Yuval 

Millo, Daniel Beunza and David Lubin)10, we detail the 

interweaving of technological and regulatory change during 

the 1990s in the United States, as the increasing technical 

facility for brokers (at first non-members) to effectively run 

their own order matching engines – as entirely new ex-

change-like systems known as electronic communications 

networks, or ECNs – coincided with the SEC’s attempt to 

facilitate competition among the incumbent exchanges 

(Nasdaq and the NYSE). The decisions made in this period, 

including the 1996 Order Handling Rules, are in part respon-

sible for certain distinctive aspects of today’s exchange in-

dustry, an environment in which (for example) every NYSE-

listed stock can be traded on many dozens of competing 

platforms, from public exchanges to dark pools; and which 

is beset by controversies involving high-frequency-trading 

(HFT) algorithms which perform arbitrage at high speeds 

between these competing exchanges. 

Once the Order Handling Rules and the Regulation of Ex-

changes and Alternative Trading Systems (Reg ATS) gave 

license to these new, broker-dealer-run ECNs to operate in 

an exchange-like manner, the race was on to draw liquidity 

away from the incumbent exchanges. These regulations also 

released the ECNs from the self-regulatory burden of being 

registered as an exchange. Instead of taking an equal com-

mission from buyers and sellers, for example, ECNs like Is-

land in 1997 began using so-called “maker-taker” pricing 

schemes which aimed to encourage the posting of orders on 

their system. If a match was made, the initial “liquidity pro-

vider” was rewarded with a high (0.25 cents/share) “liquidi-

ty rebate”, while the “taker” on the opposite side was 

charged a negative “access fee” (0.30 cents/share).11 This 

subsidization approach – in which some platforms attracting 

one group of customers with subsidies at the expense of 

another group of customers, as in the traditional newspaper 

industry – was noted by the early platform economics litera-

ture (e.g. Rochet and Tirole 2003) as a common strategy to 

build a “critical mass”. 

The effect of these regulatory changes, then, was certainly 

to “disrupt” an existing state of affairs in which there was 

little significant trading competition for incumbent exchang-

es. However, this competition – because it was happening at 

the firm level of the exchange industry (competing to pro-

vide trading services in given securities) rather than the level 

of a single, unified market for particular stocks (where indi-
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vidual buyers and sellers might thus be concentrated in their 

“competition” for the best price) – came to be described as 

“fragmentation”, a pejorative term which indicates a move 

away from an idealized market which finds its Walrasian 

equilibrium precisely in the participants meeting at a single 

continuous auction. From the story detailed above, however, 

it would seem that for switch-role markets, competition is 

necessarily also fragmentation. 

The effect of this regulated competition/fragmentation on 

the exchange industry in the coming decade was extreme, 

with rapid waves of mergers as well as demutualizations – 

meaning that these former mutual cooperatives went public 

(and thus became listed firms on their own trading floors).12 

In 2002 the exchange industry scholar Ruben Lee saw that in 

such a competitive environment – with the cost of a transac-

tion headed to zero – that one of the last reliable sources of 

revenue for exchanges were the quotes and trade data 

themselves; he predicted that exchanges would thus be-

come, like media companies, “content providers” (Lee 

2002). This observation implicitly ties the disruption of the 

exchanges to the well-known disruption of other platforms 

like newspapers at the hands of online competition; and 

thus gives us one perspective on the future of marketplace 

platforms, which also equally at risk for competition and 

fragmentation. As Lee predicted, as the commission per 

transaction decreased in a more competitive environment, 

these newly public exchanges have increasingly derived their 

revenue from receiving revenues for market data.13 Indeed, 

some ECNs (like Island) which had originally avoided being 

registered as exchanges later sought to be registered as 

exchanges instead of broker-dealers, precisely because of 

the possibility of collecting revenue from their market data 

under U.S. regulations.14 

Counterparty risk in financial marketsCounterparty risk in financial marketsCounterparty risk in financial marketsCounterparty risk in financial markets    

It is the economic concept of counterparty risk – the possibil-

ity that the opposing party to a trade will fail to settle their 

debt – that inspired various medieval financial innovations 

described by Braudel (1992).15 These mechanisms included 

bills of exchange, debt instruments which could be re-

deemed at trusted merchant banks; fairs, which at their 

conclusions took on the role of a clearinghouse, netting bills 

of exchange among merchants; and finally stock exchanges 

themselves, whose member dealers served as counterparties 

to both buyers and sellers. The “anonymous” trading we 

associate with modern stock exchanges – where buyer and 

seller may never meet in person, and yet manage to trust 

each other to complete a transaction – is only possible given 

highly standardized goods (such as stocks); and (especially in 

the case of forward or futures trading) a form of centralized 

clearinghouse institution which attempts to guarantee pay-

ment in the event of default of one party.16 By limiting its 

members, exchanges provided an element of trust that the 

opposing party would not default; by centralizing clearing 

(in what is called a “centralized counterparty” (CCP)), it 

provided further guarantees of ultimate settlement.17 The 

stock exchange is thus an institution that limits the risks of 

exchange on the financial markets it produces; we will later 

see important analogies to this state of affairs in market-

place platforms. 

SelfSelfSelfSelf----regulation in financial marketsregulation in financial marketsregulation in financial marketsregulation in financial markets    

The self-regulatory status of stock exchanges – effected as a 

matter of pragmatic expediency in 1934 – was something of 

a curiosity for mid-century observers: one commentator 

noted that “stock exchanges seem to have been permitted 

to function almost as though there were no antitrust prob-

lem at all… the technical relationship of the exchange to the 

state is, roughly, the same as the relationship of a private 

club.”18 Abolafia, in his ethnographic observations of fu-

tures and securities markets, noted that “self-regulators are, 

in fact, engaged in a delicate balancing act between profits 

and prudence… they know that the market’s legitimacy is 

essential to their long-term viability.”19 He contrasted the 

comparatively freewheeling futures pits with the presence of 

floor governors (SRO officials) on the NYSE floor, noting that 

“members exhibited a boastful pride in the rules and in the 

rules’ consequences for a fair and equitable market-

place”.20 The occasional large-scale study of the exchange 

industry in the 20th century (e.g. Securities and Exchange 

Commission (1963), Securities and Exchange Commission 

(1994)) raised the various potential problems of combining 

oversight and competition, without making firm recommen-

dations for significant change to the SRO status quo. The 

question remains as to which type of industries demand or 

deserve self-regulatory status, and what precisely about 

trading services should lead it to remain outside more com-

mercial antitrust regulations: if it is because an exchange is a 

natural monopoly, why deliberately induce competition? 

And if it is not a natural monopoly, then why delegate 

enough control to the exchange to permit it to maintain 

anticompetitive practices? As part of the next section, I will 

suggest that – whether we know it or not – state legislatures 

have (perhaps unfairly) granted a kind of self-regulatory 

status to certain marketplace platforms, and that explicitly 

expanding or constraining this SRO role will be an important 

policy prescription of the future. 
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SwitchSwitchSwitchSwitch----role markets in marketplace role markets in marketplace role markets in marketplace role markets in marketplace 
platforplatforplatforplatforms: a comparisonms: a comparisonms: a comparisonms: a comparison    

The current approaches to regulation of firms like Uber/Lyft 

and Airbnb/VRBO are in part misplaced, as these firms have 

many qualities that are less like traditional participants in a 

taxicab or hotel industry and far more like the new electron-

ic stock exchanges of the 1990s; it may be the case that 

legislators would do better to contend with the “market 

microstructure” of the businesses in question. See appendix, 

figure 3, for an illustration showing the sharing-economy 

analogy to appendix, figure 2, for a broad comparison of the 

various aspects discussed in this section, see appendix, table 

1. The interjection of exchange-like logic into commercial 

domains, I suggest – i.e., the competitive substitution of 

fixed-role production/consumption markets with switch-role 

markets which automatically match buyers and sellers – is at 

the heart of the perfect storm of controversy which these 

businesses appear to continuously generate. As in the previ-

ous section, I will address three aspects of these marketplace 

platform firms: (1) I will consider the relevance of competi-

tion and fragmentation by examining the potential (but 

relative absence at present) for linking “orders” between 

competing marketplace-platform firms, in an analogy to 

1990s-era developments on stock exchanges. (2) I will ad-

dress counterparty risk by discussing the use of reputation 

feedback systems and other mechanisms for facilitating 

trust. (3) Finally, I will examine the practices, promises, and 

potential (or lack thereof) of encouraging a self-regulatory 

approach to marketplace platforms. 

See appendix, figure 3 

Competition/fragmentation in Competition/fragmentation in Competition/fragmentation in Competition/fragmentation in 
marketplace platformsmarketplace platformsmarketplace platformsmarketplace platforms    

Like the NYSE “club” of the 1970s, Uber/Lyft and Airbnb in 

particular have become notorious in many municipalities for 

their anti-regulatory attitudes, seeking to halt much nascent 

legislation through extensive lobbying. But unlike the NYSE 

throughout most of the 20th century, these firms are more 

at risk from competition by future platform firms, assuming 

those competing platforms can reach a sustainable critical 

mass. To use the phrasing of economists, there are low 

“switching costs” between, e.g., using Uber versus using 

Lyft (one simply has to download a new mobile app.) To put 

it another way, the “off-exchange” trading restrictions that 

protected the NYSE – preventing the occurrence of equiva-

lent transactions (of e.g., NYSE-listed securities) on other 

exchanges – are not present in this case (many platforms are 

available for the same approximate service, a ride from point 

A to point B). At the same time, the phenomenon of “liquid-

ity attracting liquidity” remains, so that the more driv-

ers/riders use the Uber platform, the more appealing the 

platform is for future participants (just as a confluence of 

buyers/sellers attracts other buyers/sellers). No legal barriers 

prevent the interlinking of the markets, however, only tech-

nical ones. Therefore, the apps may deliberately attempt to 

block external firms from displaying price quotes – as Uber 

did for Urbanhail, a price comparison startup for ride ser-

vices in Boston.21) 

We can see then that the most significant difference be-

tween stock exchanges and Uber/Lyft is that the former 

facilitates the buying and selling of perfectly standardized 

(and thus fungible) goods, while the latter facilitates the 

buying and selling of (more or less standard) services; for 

while one can trivially “flip” a stock, it is harder to see how 

one can literally “flip” a ride or short-term rental – though 

many Airbnb hosts, for example, are also Airbnb customers, 

often simultaneously (e.g. while one is on vacation).22 To 

problematize this traditional goods-services distinction, with 

its origins in Adam Smith’s concepts of productive and un-

productive labor, requires a return to debates in economic 

sociology in the early 2000s (Callon, Méadel, and Rabe-

harisoa (2002); Slater (2002)).23 Inspired by Gadrey (2000), 

Callon et. al. find that frames around service activities facili-

tate “the singularization of products” (Aspers’ standard 

market); and it facilitates the consumer’s “attachment to 

and detachment from” products (as in the purchase of a 

temporary ride from point A to point B; or, perhaps, the 

switch-role character of getting “in and out” of a market by, 

e.g., buying and quickly selling). Despite this, the ability of 

goods and services to be conflated for centuries – and why 

their arguably “sociological” distinction remained unprob-

lematic for late-20th-century economists in many regards – 

is that their exchange can be represented and recorded by a 

transaction (Hill 1977). As such, marketplace platforms, 

whether they match buyers and sellers of goods (e.g. eBay, 

Amazon’s used-books marketplace) or buyers and sellers of 

services (Uber/Lyft, Taskrabbit), have the same basic revenue 

model at the center of their platforms: to bring together as 

many buyers and sellers together as possible, and to take a 

percentage of each facilitated transaction.  

Taking the notion of liquidity in a financial market and ap-

plying it to these marketplace platforms can be instructive, 

to see how the analogy can apply to both goods and ser-

vices. For example, the claim of Uber’s representatives that 

their prices are a function of “supply and demand” can lead 
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one to ask whether drivers represent supply and riders de-

mand, or vice versa. To use the securities market analogy – 

in which those who post limit orders are market “makers” 

and those who post market orders the price “takers”24 – 

the driver is ostensibly a “maker” of liquidity, with the rider 

a “taker”; but from the perspective of the driver, who also 

needs liquidity, the riders could be the “makers” and her the 

“taker.”25 On Uber’s platform, for example, a driver can be 

punished for turning down too many rides (being “unmar-

ketable”), and riders can abort their ostensibly “marketable” 

orders for rides if the estimated price (or estimated “surge” 

factor) is too high. But note the comparative opacity and 

discontinuity of this matching process: in a financial market, 

if offers suddenly and discontinuously “surged” to 1.4 times 

their previous value, automated circuit breakers would halt 

trading! There is thus reason to be suspicious of Uber’s 

“Economics 101” claims, when their system is not truly 

running a continuous auction matching explicit bids and 

offers. Interestingly, the Uber/Lyft competitor Sidecar, be-

ginning in February 2014, allowed drivers to bid on rides 

and riders to choose based on price or other driver parame-

ters (e.g. closer drivers, drivers with higher ratings); these 

competitor features brought the exchange-like character of 

these systems to the fore, but this pricing system was not 

enough to sustain Sidecar as a viable competitor.26 

Counterparty risk in marketplace Counterparty risk in marketplace Counterparty risk in marketplace Counterparty risk in marketplace 
platformsplatformsplatformsplatforms    

One controversial aspect of marketplace platforms is the use 

of interactive ratings systems to induce service quality and 

customer protection by providing a measure of participant 

reputation; but ratings systems (pioneered in part by eBay, 

and common in, e.g., Uber/Lyft, Airbnb, and more) are only 

one way that users of marketplace platforms attempt to 

mitigate counterparty risk.27 First, one should note that 

these ratings systems are often bilateral – the rider rates the 

driver, but the driver also rates the rider – which is sugges-

tive of switch-role markets because the buyer is no different 

from the seller (i.e., both can be rated in the same manner). 

By contrast, in production markets it is more common to 

rate only one side, as in Yelp reviews, which are strictly 

fixed-role and unilateral (for an analysis of consumer restau-

rant reviews, see Mellet et al. (2014)).  

But the other, less appreciated way these platforms mitigate 

risk is by providing various guarantees of settlement and 

protection from other liabilities, much as a stock or futures 

exchange mitigates credit risk with centralized clearing and 

settlement procedures, as described above. In the case of 

many marketplace platform services, one’s credit card is not 

charged (or bank account deposited) until the service is 

consummated; Airbnb specifically provides $1M liability 

insurance in the case of accident or death. Much like the 

transactions processed by clearinghouses, economic transac-

tions “between”, e.g., a rider and driver are actually com-

posed of two separate transactions: one from the rider’s 

credit or debit card to Uber/Lyft and one from Uber/Lyft to 

the driver (with rider payments netted weekly and middle-

man fees deducted). The mitigation of risk on the part of 

“collaborative economy” marketplace platforms is thus not 

entirely dependent on collaborative ratings but instead uses 

traditional centralized clearing and settlement methods 

recognizable from the exchange industry to facilitate anon-

ymous transactions. We can thus also see how “peer-to-

peer” lending firms (e.g. Lending Club, Prosper) could initial-

ly be distinguished by their blending of traditional risk man-

agement (e.g. FICO credit ratings) with more “collaborative” 

information about social ties.28 

SelfSelfSelfSelf----regulation in marketplace platformsregulation in marketplace platformsregulation in marketplace platformsregulation in marketplace platforms    

Before the waves of demutualization and mergers of the 

2000s, exchanges like the NYSE were member-owned, non-

profit cooperatives, a fact that is often lost in dismissive 

discussions about Wall Street and capitalism, and one which 

is especially lost on the recent critical commentary that pri-

vate, for-profit, venture-capital-funded marketplace plat-

forms could also be realized as member-owned “platform 

cooperatives” (Scholz 2016). Given the history of stock ex-

changes, this perspective is both reasonable (it is, indeed, 

technically quite possible to imagine a member-owned ride 

services or short-term rental services platform) but also dis-

missive of the revenue challenges that can emerge in a 

technopolitical situation where any of your customers (such 

as the brokerages of the incumbent stock exchanges) could 

turn and become a competitor (e.g., by implementing their 

own order matching system and drawing away order flow 

with various incentives and rebates).  

However, the appropriate regulation of marketplace plat-

forms, whether private or cooperatively owned, remains in 

question. If, as I have been arguing, marketplace platform 

firms are like stock exchanges, how can the self-regulatory 

organization (SRO) status of exchanges inform their regula-

tion? It would appear that by conceiving of these companies 

as traditional competitors (i.e. as similar to taxicab compa-

nies or hotels), many of their practices appear outright to be 

illegal. But if we conceive of them as exchanges, then we 

can see that some combination of self-regulation, transpar-
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ency, and oversight may be more appropriate; an argument 

like this has recently been proposed by Cohen and Sundara-

rajan (2015). But even given the SRO status of exchanges 

which provides a measure of day-to-day regulatory autono-

my, it should be noted that exchanges are comparatively far 

more bound by SEC rules than any current marketplace 

platform firm is by any corresponding agency (such as the 

Federal Trade Commission (FTC)). Specifically, we can look at 

the obligations of exchanges to expose market data to facili-

tate inter-exchange competition, but also for oversight pur-

poses (so that, e.g., the SEC can investigate “flash crashes”); 

this is precisely the kind of information which some legisla-

tors have found very difficult to elicit from Uber/Lyft/Airbnb, 

especially in any kind of real-time modality.29 A modest, 

and yet arguably far-reaching, proposal would be to permit 

the SRO-like qualities of existing marketplace platform firms 

– the enforcement of business practices (using internal data) 

and the use of reputation feedback systems – but to man-

date a certain level of data transparency to regulators. The 

potential also exists to mandate data exposure even to com-

peting platforms, but to do so would be – as in the history 

of the exchange industry – to trade anticompetition for 

hypercompetition (i.e. from one or two major exchanges to 

dozens of competing exchanges and dark pools). Just as 

with the exchanges, it will be increasingly necessary to step 

back and determine a sustainable combination of regulation 

and self-regulation; but it will not be possible for legislators 

to move forward until the current level of opacity of opera-

tional data is explicitly reduced. 

See appendix, table 1 
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Endnotes 

1Evans and Schmalensee (2016); Parker, Van Alstyne, and 

Choudary (2016). While I do not directly engage with the platform 

economics or industrial organization literature here, I intend this 

essay to be a first step towards developing a distinctive alternative 

to – and coherent critique of – that subfield’s emphases on “two-

sided” and “multi-sided” markets (Rochet and Tirole (2003); Evans 

(2003); Rysman (2009); Hagiu and Wright (2015)), which tend to 

privilege market scenarios featuring indirect network effects. 

2By “producer markets” Aspers referred to what Harrison White 

isolated as production markets in his influential papers which called 

for a sociological understanding of interfirm competition (White 

(1981a), White (1981b)). 

3A newer article (Ahrne, Aspers, and Brunsson (2015)) does point out 

that exchanges “usually take the form of associations or firms” and 

contrasts this with contemporary economists’ assumption that mar-

kets can appear spontaneously. Works focusing on the Paris Bourse as 

a firm and/or institution include Hautcoeur and Riva (2012) and La-

gneau-Ymonet and Riva (2015), but the history of inter-exchange 

competition there is less extensive than in the U.S. cases. 

4Friess and Greenaway (2006, 162). 

5Michie (1986). 

6On the history of the SEC and of exchange self-regulation, see 

Seligman (2004) and Seligman (1982). 

7Karmel (2002). 

8Seligman (1985). 

9These systems emerging from the National Market System man-

dates include the “consolidated tape” (reporting executed trades), 

“consolidated quote” (reporting quotes for limit orders), and the 

Intermarket Trading System (ITS) (allowing, e.g. traders on regional 

exchanges to forward their orders to the NYSE, or vice versa) 

(Seligman 1984). 

10Castelle et al. (2016). 

11Foucault (2012); Angel, Harris, and Spatt (2010). For a compari-

son of these U.S. securities rules to the European Union’s Markets in 

Financial Instruments Directive (MiFID) see Boskovic, Cerruti, and 

Noel (2010). 

12On the demutualized exchange see Macey, Jonathan R. and 

O’Hara, Maureen (2005). 

13Hasbrouck (2014). Reg NMS’ “market data rule” imposes a 

weighted formula based on trade volume and frequency, as well as for 

improving on the visible best bid and offer (Hasbrouck 2007). (In Eu-

rope, there is no comparable regulated consolidation of market data.) 

14Markham and Harty (2008). In 2009, the CEO of the Direct Edge 

ECN stated: “As an exchange operator, you follow the money. With 

exchange status and market penetration you can collect significant 

market data fees here in the USA” (Schwartz, Byrne, and Schnee 

2013, 18).  

15On counterparty risk and broker defaults on the Paris Bourse, see 

Riva and White (2011). For other discussion of financial risk in the 

economic sociology literature, see Zaloom (2004); Hardie (2004); 

MacKenzie, Beunza, and Hardie (2009); and Holzer and Millo 

(2005). 

16On clearinghouse mechanisms, see Millo et al. (2005). 
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17On the introduction of centralized clearing to the NYSE, see 

Bernstein, Hughson, and Weidenmeier (2014).Note that the con-

cept of clearing (bilateral, multilateral) presumes switch-role mar-

kets, while the concept of settlement (fund transfer between coun-

terparties) does not. 

18Westwood and Howard (1952). 

19Abolafia (1996, 101–102). For a more critical perspective on 

SROs see Miller (1985). 

20Abolafia (1996, 104). 

21Woodward (2016). 

22Adam Smith remarks that the labors of servants, for example, 

“generally perish in the very instant of their performance, and seldom 

leave any trace or value behind them for which an equal quantity of 

service could afterwards be procured.” (Smith 1776, 358) 

23For example, it reveals that many “on-demand”-style firms may 

match buyers and sellers of services, but those services (specifically, 

delivery, a.k.a. the temporary service-like intermediation of goods 

transactions) are potentially rather closely integrated into traditional 

fixed-role production markets for goods. Indeed, some on-demand 

firms (Instacart, Shyp) are closely integrated with producer firms 

(e.g. supermarkets and shipping carriers, respectively) that they have 

reclassified some or all of their shoppers/couriers as employees. 

24On the distinction between makers and takers in financial mar-

kets, see Foucault (2012). 

25While there is certainly an overall asymmetry between the rider 

and driver as actors (the former might consummate a ride once in a 

day, but the latter several times), during their mutual engagement it 

is not necessarily obvious which one provides liquidity while the 

other takes it away. 

26Tam (2014). 

27For a prescient comparison of eBay to financial markets, see 

Kollock (1999). 

28Verstein (2011). 

29On the increasing importance of data monitoring for financial 

regulators, see Flood, Mendelowitz, and Nichols (2013). 

 

References 

Abolafia, Michel, 1996: Making Markets: Opportunism and 

Restraint on Wall Street. Cambridge: Harvard University Press. 

Ahrne, Göran/Patrik Aspers/Nils Brunsson, 2015: The Organiza-

tion of Markets. In: Organization Studies 36(1), 7–27. 

Angel, James J./Lawrence E. Harris/Chester S. Spatt, 2010: Equity 

Trading in the 21st Century. USC Marshall School of Business. 

Aspers, Patrik, 2005: Performativity, Neoclassical Theory and 

Economic Sociology. In: Economic Sociology European Electronic 

Newsletter 6(2). 

Aspers, Patrik, 2007: Theory, Reality, and Performativity in Markets. 

In: American Journal of Economics and Sociology 66(2): 379–98. 

Aspers, Patrik, 2011: Markets. Cambridge: Polity. 

Bernstein, Asaf/Eric N. Hughson/Marc Weidenmeier, 2014: 

Counterparty Risk and the Establishment of the New York Stock 

Exchange Clearinghouse.  

http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2482472 . 

Boskovic, Tanja/Caroline Cerruti/Michel Noel, 2010: Compar-

ing European and U.S. Securities Regulations MiFID versus Corre-

sponding U.S. Regulations. World Bank. 

Braudel, Fernand, 1992: The Wheels of Commerce. Civilization 

and Capitalism: 15th-18th Century – Volume 2. University of 

California Press. 

Callon, Michel, 1998: Introduction: The Embeddedness of Eco-

nomic Markets in Economics. In: Michel Callon (ed.), Laws of the 

Market. Blackwell. 

Callon, Michel/Cécile Méadel/Vololona Rabeharisoa, 2002: The 

Economy of Qualities. In: Economy and Society 31(2), 194–217. 

Castelle, Michael/Yuval Millo/Daniel Beunza/David Lubin, 

2016: Where Do Electronic Markets Come from? Regulation and 

the Transformation of Financial Exchanges. 

Cetina, Karin Knorr/Urs Bruegger, 2002: Global Microstruc-

tures: The Virtual Societies of Financial Markets. In: American Jour-

nal of Sociology 107(4), 905–50. 

Cohen, Molly/Arun Sundararajan, 2015: Self-Regulation and 

Innovation in the Peer-to-Peer Sharing Economy. In: University of 

Chicago Law Review 82, 116–33. 

European Union Committee, 2016: Online Platforms and the 

Digital Single Market. House of Lords. 

Evans, David S., 2003: The Antitrust Economics of Multi-Sided 

Platform Markets David S. Evans. In: Yale Journal on Regulation 

20(2), 325–81. 

Evans, David S., 2011: Platform Economics: Essays on Multi-Sided 

Businesses. In: Competition Policy International. 

Evans, David S./Andrei Hagiu/Richard Schmalensee, 2006: 

Invisible Engines: How Software Platforms Drive Innovation and 

Transform Industries. MIT Press. 

Evans, David S./Richard Schmalensee, 2016: Matchmakers: The 

New Economics of Multisided Platforms. Boston, Massachusetts: 

Harvard Business Review Press. 

Flood, Mark/Allan I. Mendelowitz/William Nichols, 2013: 

Monitoring Financial Stability in a Complex World. In: Victoria 

Lemieux (ed.), Financial Analysis and Risk Management: Data 

Governance, Analytics and Life Cycle Management. Springer-

Verlag, 15-46. 

Foucault, Thierry, 2012: Pricing Liquidity in Electronic Markets. 

Crown. 

Friess, Bernhard/Sean Greenaway, 2006: Competition in EU 

Trading and Post-Trading Service Markets. In: Competition Policy 

International 2(1). 

FTC, 2015: The ‘Sharing’ Economy: Issues Facing Platforms, Partic-

ipants, and Regulators: June 9, 2015 Workshop Transcript. Federal 

Trade Commission. 



Marketplace platforms of exchanges? 

economic sociology_the european electronic newsletter  Volume 17, Number 3 (July 2016) 

22 

Gadrey, Jean, 2000: The Characterization of Goods and Services: 

An Alternative Approach. In: Review of Income and Wealth 46(3). 

Hagiu, Andrei/Julian Wright, 2015: Multi-Sided Platforms. In: 

International Journal of Industrial Organization 43, 162–74. 

Hardie, Iain, 2004: ‘The Sociology of Arbitrage’: A Comment on 

MacKenzie. In: Economy and Society 33(2), 239–54. 

Harris, Larry, 2003: Trading and Exchanges: Market Microstruc-

ture for Practitioners. Oxford University Press. 

Hasbrouck, Joel, 2007: Empirical Market Microstructure: The 

Institutions, Economics and Econometrics of Securities Trading. 

Oxford University Press. 

Hasbrouck, Joel, 2014: Securities Trading: Procedures and Princi-

ples. Draft Teaching Notes. 

Hautcoeur, Pierre-Cyrille/Angelo Riva, 2012: The Paris Financial 

Market in the 19th Century: Complementarities and Competition in 

Microstructures. In: Economic History Review 65(4), 1326–53. 

Hill, Peter, 1977: On Goods and Services. In: The Review of In-

come and Wealth 23(4): 315–38. 

Holzer, Boris/Yuval Millo, 2005: From Risks to Second-Order 

Dangers in Financial Markets: Unintended Consequences of Risk 

Management Systems. In: New Political Economy 10(2), 223–45. 

doi:10.1080/13563460500144777. 

Karmel, Roberta S., 2002: Turning Seats into Shares: Causes and 

Implications of Demutualization of Stock and Futures Exchanges. In: 

Hastings Law Journal 367. 

Kollock, Peter, 1999: The Production of Trust in Online Markets. 

In: E. J. Lawler/M. Macy/S. Thyne/H. A. Walker (eds), Advances in 

Group Processes, Volume 16. JAI Press. 

Krippner, Greta R., 2012: Capitalizing on Crisis: The Political 

Origins of the Rise of Finance. Harvard University Press. 

Lagneau-Ymonet, Paul/Angelo Riva, 2015: Histoire de La 

Bourse. La Découverte. 

Lee, Ruben, 2002: The Future of Securities Exchanges. In: Brook-

ings-Wharton Papers on Financial Services, 1–33. 

Macey, Jonathan R./Maureen O’Hara, 2005: From Markets to 

Venues: Securities Regulation in an Evolving World.  

http://digitalcommons.law.yale.edu/cgi/viewcontent.cgi?article=240

3&context=fss_papers . 

MacKenzie, Donald/Daniel Beunza/Iain Hardie, 2009: The 

Material Sociology of Arbitrage. In: Donald MacKenzie/Iain Hardie, 

Material Markets. How Economic Agents Are Constructed. 

MacKenzie, Donald/Juan Pablo Pardo-Guerra, 2014: Insurgent 

Capitalism: Island, Bricolage and the Re-Making of Finance. In: 

Economy and Society 43(2): 153–82. 

Markham, Jerry W./Daniel J. Harty, 2008: For Whom the Bell 

Tolls: The Demise of Exchange Trading Floors and the Growth of 

ECNs. In: Journal of Corporation Law 33(4), 865–939. 

Mellet, Kevin/Thomas Beauvisage/Jean-Samuel Beus-

cart/Marie Trespeuch, 2014: A ‘Democratization’ of Markets? 

Online Consumer Reviews in the Restaurant Industry. In: Valuation 

Studies 2(1): 5–41. 

Michie, Ranald C., 1986: The London and New York Stock Ex-

changes, 1850-1914. In: The Journal of Economic History 46(1): 

171–87. 

Miller, Sam Scott, 1985: Self-Regulation of the Securities Markets: 

A Critical Examination. In: Washington and Lee Law Review 42(3): 

853–87. 

Millo, Yuval/Fabian Muniesa/Nikiforos S. Panourgias/Susan 

V. Scott, 2005: Organised Detachment: Clearinghouse Mecha-

nisms in Financial Markets. In: Information and Organization, 

Technology as Organization/ Disorganization 15(3), 229–46. 

doi:10.1016/j.infoandorg.2005.02.003. 

Parker, Geoffrey/Marshall W. Van Alstyne/Sangeet Paul 

Choudary, 2016: Platform Revolution: How Networked Markets 

Are Transforming the Economy – And How to Make Them Work 

for You. New York: W.W. Norton and Company. 

Riva, Angelo/Eugene N. White, 2011: Danger on the Exchange: 

How Counterparty Risk Was Managed on the Paris Exchange in the 

Nineteenth Century. In: Explorations in Economic History 48(4): 

478–93. doi:10.1016/j.eeh.2011.05.002. 

Rochet, Jean-Charles/Jean Tirole, 2003: Platform Competition in 

Two-Sided Markets. In: Journal of the European Economic Associa-

tion 1(4), 990–1029. 

Rysman, John, 2009: The Economics of Two-Sided Markets. In: 

Journal of Economic Perspectives 23(3), 125–43. 

Scholz, Trebor, 2016: Platform Cooperativism: Challenging the 

Corporate Sharing Economy. Rosa Luxemburg Siftung, New York 

Office. 

Schwartz, Robert A./John Aidan Byrne/Gretchen Schnee (eds), 

2013: Rethinking Regulatory Structure. Springer. 

Securities and Exchange Commission, 1963: Chapter 12. In: 

Report of Special Study of Securities Markets of the Securities and 

Exchange Commission. 

Securities and Exchange Commission, 1994: Market 2000 – An 

Examination of Current Equity Market Developments. Washington, 

D.C.: Division of Market Regulation. 

Seligman, Joel, 1982: The Transformation of Wall Street: A 

History of the Securities and Exchange Commission and Modern 

Corporate Finance. Houghton Mifflin Company. 

Seligman, Joel, 1984, The Future of the National Market System. 

In: Journal of Corporation Law 10, 79–139. 

Seligman, Joel, 1985. The SEC and the Future of Finance. Praeger 

Publishers. 

Seligman, Joel, 2004: Cautious Evolution or PerenniaI Irresolution: 

Stock Market Self-Regulation During the First Seventy Years of the 

SEC. In: The Business Lawyer 59 (August): 1347–87. 

Slater, Don, 2002: Markets, Materiality and the New Economy. In: 

Stan Metcalfe/Alan Warde (eds), Market Relations and the Com-

petitive Process. Manchester University Press. 



Marketplace platforms of exchanges? 

economic sociology_the european electronic newsletter  Volume 17, Number 3 (July 2016) 

23 

Smith, Adam, 1776: An Inquiry into the Nature and Causes of 

the Wealth of Nations. MetaLibri Digital Library. 

Tam, Donna, 2014: Ride-Sharing Service Sidecar Lets Drivers 

Name Their Own Prices. CNET. February 19.  

http://www.cnet.com/news/ride-sharing-service-sidecar-lets-drivers-

name-their-own-prices/ . 

Verstein, Andrew, 2011: The Misregulation of Person-to-Person 

Lending. In: UC Davis Law Review 45, 445–530. 

Westwood, Howard C./Edward G. Howard, 1952: Self-

Government in the Securities Business. In: Law and Contemporary 

Problems 17, 518–44. 

White, Harrison, 1981a: Production Markets as Induced Role 

Structures. In: Sociological Methodology 12, 1–57. 

White, Harrison, 1981b: Where Do Markets Come From? In: 

American Journal of Sociology 87. 

Woodward, Curt, 2016: New App Gives Uber a Little Disruption 

of Its Own. Boston Globe, May. 

Zaloom, Caitlin, 2004: The Productive Life of Risk. In: Cultural 

Anthropology 19(3), 365–91. 

 

 
  



Marketplace platforms of exchanges? 

economic sociology_the european electronic newsletter  Volume 17, Number 3 (July 2016) 

24 

Appendix 

 

Figure 1 a) A fixed-role market. B) A switch-role market 

 
 
 
 
 

Figure 2 
    
In this historically-inspired example, producers of trading services for IBM stock include the NYSE and the regional Philadelph-
ia Stock Exchange (PHLX). Brokers and dealers are “in the market” for the exchanges’ services, which consist of switch-role 
markets in which they can alternately buy and sell IBM stock. 
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Figure 3 
    
In this figure producers of ride services in a given city include Uber and Lyft (incumbent taxicab services not shown). Drivers 
and riders are “in the market” for the exchanges’ services, which consist of potentially switch-role markets in which they can 
alternately take the role of a driver or a rider (though not all riders are also drivers). 
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 NYSE (pre-2000s) ECNs 
(in late-1990s 
securities ex-
change industry) 

Uber/Lyft 
(ride services 
industry) 

Airbnb/Homeaway 
(hospitality 
services industry) 

Instacart/Deliveroo 
(groceries/food delivery 
services industry) 

Ownership structure Member-owned 
cooperative (became 
public corporation in 
2006) 

Privately owned/ 

varying sources of 
funding 

Privately owned/ 

VC funded 

Privately owned/ 

VC funded 

Privately owned/ 

VC funded 

Market roles Fixed-role producer 
of physical switch-
role markets (on the 
trading floor) for 
various stocks 

Fixed-role producers 
of electronic switch-
role markets for vari-
ous stocks 

Fixed-role pro-
ducers of mar-
kets for rides in 
various cities  

Fixed-role producers of 
markets for short-term 
rentals in various cities 

Fixed-role producer of delivery 
services for (fixed-role) mar-
kets for perishable goods 
(supermarkets, restaurants) 

Competition/ 
Fragmentation 

Competition limited 
to “third market” of 
off-exchange mem-
bers (after repeal of 
Rule 390, decline of 
market share to 
electronic exchanges) 

After Order Handling 
Rules, ECNs fragment-
ed markets for OTC 
securities by drawing 
order flow away from 
Nasdaq dealers 

Competition 
with incumbent 
taxicab services 
and various 
other ride ser-
vices startups; 
markets for rides 
overtly frag-
mented, but 
covertly con-
nected via drivers 
running multiple 
apps 

Incumbent hotel / B&B 
industry; other hospitality 
services startups 

Limited due to overt partner-
ship with fixed-role super-
markets and restaurants 

Switch-role aspects Buyers and sellers of 
securities inter-
changable 

Buyers and sellers of 
securities interchange-
able (but various  

Partial/potential 
(drivers are often 
periodic riders; 
less common for 
riders to be 
drivers. Cannot 
“flip” a ride.) 

Partial (similar to ride 
services, hosts are often 
users, users less often 
hosts) 

Partial (users less likely to also 
be shoppers/delivery drivers) 

Transaction fees Varies and minimum 
commission negotia-
ble (since 1975); 
began as 0.25% 
commission per 
share 

Varies 
minimum commission 
not fixed 

20-25% 
fixed-rate com-
mission 

6-12% fixed-rate com-
mission for guests; 3% 
fixed-rate commission for 
hosts 

$3.99-$9.99 flat delivery fee; 
0-15% markup on prices 
depending on store (Insta-
cart); £2.50 flat fee per deliv-
ery (Deliveroo) 

Counterparty risk National Securities 
Clearinghouse Corp. 
(NSCC) as central 
counterparty (CCP) 

Also used NSCC 
(jointly owned by 
NYSE, Amex, and 
NASD). 

Bilateral ratings 
system; central-
ized netting and 
payment pro-
cessing 

Bilateral ratings system; 
centralized netting and 
payment processing 

Unilateral ratings system 
(Instacart); customer service 
line only (Deliveroo); central-
ized netting and payment 
processing 

    

Table 1 
 
Comparison of stock exchanges ca. the 1990s (NYSE and competitor ECNs) with various marketplace platform firms 
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The issue of financial literacy: Low finance 

between risk and morality

By By By By Jeanne LazarusJeanne LazarusJeanne LazarusJeanne Lazarus    

Sciences Po, Paris, jeanne.lazarus@sciencespo.fr  

The general lack of financial literacy among the citizens of 

developed countries has become an increasingly important 

political issue over the past fifteen years in international 

bodies, first and foremost, the OECD, but also the G20, the 

World Bank and the IMF. There have been numerous re-

ports, surveys, conferences and implementation programs 

on the issue. Originally, the focus was on pensions. The 

2005 OECD report on the subject marks a very important 

step: while seeking to push ‘good practices’ with regard to 

financial literacy the OECD started to emphasize the urgent 

need for public policies. The risks are huge: facing the 

weakening of the welfare state, deregulation of financial 

markets and the financialization of domestic savings, the 

middle classes in rich countries are having to cope with 

increased financial risks in three areas: the pension replace-

ment rate, overindebtedness and financial inclusion. 

For researchers working on ‘low finance’, the topic of finan-

cial literacy’ is particularly interesting because it’s a good 

way of seeing how public policies – at both international 

and national level – frame household finance. This framing is 

ambivalent: on one hand, the issues are presented as crucial 

for individual and collective well-being; on the other hand, 

this fundamental issue for both the economy and society is 

relegated to a matter of individual behavior. 

This paper is based on an analysis of global organizations’ 

approach to financial literacy and also of the way policy-

makers in France are responding to the issue. We shall pro-

ceed as follows. First, we describe the semantic operations 

of a range of actors to impose the notion of ‘financial litera-

cy’. Second, we focus on the ways in which the promoters 

of financial literacy policies marshal ‘evidence’ to prove the 

need for financial education. The last part discusses two 

possible blind spots: the questionable results of the evalua-

tion of the relevant programs and their contents. We then 

propose several hypotheses to explain this kind of decou-

pling between an intervention dedicated mainly to proving 

its own utility and the fairly loose supervision of implementa-

tion. 

1 Conceptual consolidation1 Conceptual consolidation1 Conceptual consolidation1 Conceptual consolidation    

The concept of financial literacy has emerged only recently 

as a topic of interest in the academic world, even more so in 

the political arena. The OECD has put it on the agenda, 

especially through the semantic work of establishing defini-

tions, diffusion of the term, rejecting competing notions and 

framings, such as ‘financial education’ or ‘financial inclu-

sion’. Some bibliometric research on abstracts, keywords 

and title of articles in the Scopus Database between 1978 

and 2015 revealed the different intellectual spaces inhabited 

by the different formulations. This search confirmed that 

‘financial literacy’ is a relatively new concept and also a very 

dynamic one, being welcomed with great enthusiasm. Since 

2008, financial literacy has been more frequent than any 

other formulations linked to consumer finance issues. 

See Appendix, Diagram 1 

The social spaces of the different formulations diverge. Fi-

nancial literacy is mainly a North American notion, whereas 

financial exclusion and inclusion and financial capability are 

found in British and other countries’ journals. At the begin-

ning of the 2000s, ‘financial capabilities’, following in the 

wake of Amartya Sen (1985), and financial inclusion and 

exclusion were dominant. Financial capabilities are used in 

work about Global South countries, often interested in mi-

cro-loans and access to the banking system. The main issue 

was the role of financial institutions in economic develop-

ment. 

Financial exclusion and inclusion are used mainly in work 

focused on poor populations in developed countries, espe-

cially by British scholars, mainly geographers with a critical 

approach to capitalism (Leyshon and Thrift, 1996, 1999, 

2008; Leyshon, French and Signoretta, 2008). They address 

the social consequences of the ‘financialization of everyday 

life’ (Martin, 2002; Langley, 2008). 

Financial literacy presents quite a different panorama. The 

notion does not imply the addressing of inequalities, social 

justice or blaming the violence of economic liberalism, but 

focuses on individual competencies and behavior. Financial 

literacy is a descriptive term, adjustable to many different 
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contexts. It is under-socialized and under-politicized. Regard-

ing research areas, work that contains the terms ‘financial 

exclusion’ and ‘inclusion’ are usually categorized as social 

science, especially geography; whereas works that contain 

‘financial literacy’ are categorized as economics or busi-

ness/management.  

In the ‘financial literacy’ academic space, scholars are inter-

ested in people’s behavior, which they try to link to emotion 

and culture. They use psychological explanations and look 

for cognitive and cultural ‘biases’ using tools from behavioral 

economics. The very word ‘bias’ implies that there is a de-

fault setting in terms of which people calculate appropriately 

and maximize preferences, as against which other forms of 

conduct appear to be psychological, cultural or social devia-

tions that have to be combated. Although the model pro-

posed by behavioral economics is ‘thicker’ than that of neo-

classical economics, it still explains people’s actions very 

differently from the social sciences, taking into account the 

so-called ‘social context’ as a source of bias, not as the main 

determinant of social organization. 

Article references also reveal fairly homogeneous and sepa-

rated spheres. Prominent scholars in the ‘financial inclusion’ 

and ‘exclusion’ field are the two British geographers Andrew 

Leyshon and Nigel Thrift, who are quoted in 34 per cent of 

the articles in this domain. Elaine Kempson (30 per cent) 

follows. She has a quite different position in the field: pro-

fessor at the geography department of the University of 

Bristol, she runs the Personal Finance Research Centre and 

has done a lot of consultancy work for public and private 

institutions. She has written several reports on overindebt-

edness, poor people’s financial practices and recommenda-

tions for financial education. Her numerous publications 

comprise mostly research reports. 

Kempson also uses the term ‘financial capabilities’ – she is 

the author most quoted by the articles that use this term in 

their title, abstracts or key-words – especially in quantitative 

surveys aimed at measuring the financial capabilities of citi-

zens of the United Kingdom and other countries (Kempson, 

Collard and Moore, 2005). She started to work with the 

OECD a few years ago and to use the term ‘financial litera-

cy’. Her semantic journey has been quite interesting and 

representative of scholars working in this area with interna-

tional organizations; the shift from ‘capabilities’ to ‘literacy’ 

does not signify a shift in her thinking but rather the victory 

of ‘literacy’ over ‘capabilities’ in the public policy arena. 

Two authors dominate the ‘financial literacy’ field: Anna-

Maria Lusardi (quoted in 40 per cent of articles), a behavioral 

economist and professor at Dartmouth college, head and 

founder of the Global Financial Literacy Excellence Center; 

and Olivia Mitchell (30 per cent) who has worked with Lu-

sardi. Leyshon is quoted in only 2 per cent of the papers, 

Kempson in 7 per cent. Lusardi and Mitchell barely register 

in the ‘financial inclusion/exclusion’ area (Lusardi is quoted 

once, Mitchell never). 

The last area, ‘financial education’ (used much more often in 

the United Kingdom than in the United States) appears to be 

dominated by ‘financial literacy’: during the 2000s, it was 

relatively autonomous, with its own references, but in due 

course it became a sub-field of ‘financial literacy’. Lusardi is 

the most quoted author since 2010. ‘Financial education’ 

now appears as a stage on the way towards ‘financial 

literacy’. 

Two poles are well defined: on one side there is research on 

financial exclusion that focuses on the poor and inequality, 

mainly carried out by critical British scholars anchored in the 

social sciences. These articles use empirical data and theoret-

ical and conceptual discussions, building, for instance, on 

ideology, ‘governmentality’ and the construction of financial 

subjects. They use financial exclusion/inclusion and also 

capabilities, which nonetheless appears to be a less divisive 

term. On the other side, ‘financial literacy’ in the United 

States and ‘financial education’ in the United Kingdom are 

the domain of economists. This research focuses on the 

poor, but to a substantial extent also the middle class; very 

little of it addresses the social conditions of inequality. They 

describe the role of states as that of provider of financial 

education campaigns. This research is less theoretical and 

reflective than the previous kinds; it has normative goals and 

aims at the formulation of public policy. Kempson and Lu-

sardi, the main authors at this pole, are active advisers of the 

OECD and of their respective countries’ governments. 

These two research groups never intersect and never quote 

each other, even if the first group is interested in the second, 

mainly in order to criticize it. For example, Marron (2014) 

analyses the growing success of ‘financial literacy’ as anoth-

er sign of the depoliticized and dissocialized nature of ne-

oliberal ideology. 

Some scholars in development economics have also tried to 

oppose the replacement of research on financial inclusion 

and financial capabilities with the financial literacy frame-

work (Guérin, 2012). The liberal ideology underlying this 
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term is highlighted, but the main concern is the fact that 

financial literacy policies want to impose one best way to 

manage money and stigmatize existing monetary practices 

that anthropologists and sociologists have precisely observed 

and explained. 

The semantic hegemony of ‘financial literacy’ leads to the 

integration of quite different questions and populations 

under the same framing: mathematical competencies, mon-

ey management, investment choices, opening of bank ac-

counts in poor countries and so on. It targets, among others, 

people with money to invest, middle class wage earners 

who save for retirement, underprivileged people being 

helped by social workers. Education can be provided to 

children at school, as well as to the unemployed, women in 

small villages in poor countries, new employees that have to 

choose a pension plan and so on. A broad range of actors 

may be financial educators, including peers at school, finan-

cial advisers, bank employees in general, teachers and social 

workers. We shall return to this in the Conclusion. 

2 Producing 2 Producing 2 Producing 2 Producing eeeevidencevidencevidencevidence    

Promoters of the ‘financial literacy problem’ produce a lot of 

numbers that they consider to be ‘evidence’ or data on 

which public policies can be built. This explains why many 

surveys have been launched during the past decade to iden-

tify problems and evaluate the impact of interventions 

(World Bank, 2013). They have a kind of family resemblance 

because they are inspired one by the other. Conclusions are 

unvarying, including ‘alarming low scores’ (Lucey, 2005), 

‘particular concern’ and ‘worrying’ results. 

The OECD has produced not only surveys but also guidelines 

for making surveys. For instance, when the French state 

started to consider a financial literacy ‘national strategy’ 

(CCSF, 2015), it first requested a survey whose questions 

were elaborated from the 2010 OECD survey (Atkinson and 

Messy, 2011), inspired by the UK financial literacy survey 

directed by Elaine Kempson (Kempson et al. 2005). This 

OECD survey has been conducted in 12 very diverse coun-

tries, such as Peru, Germany and South Africa. It contains 19 

questions on financial literacy. Kempson was inspired by a 

survey she headed in 2005 on behalf of the British Financial 

Service Authority (FSA) and by a US Financial Industry Regu-

lation Authority (FINRA) survey directed by Anna-Maria Lu-

sardi. In line with the OECD’s benchmarking project (Gayon, 

2009) the OECD survey was regarded as a comparative tool 

between countries with very different consumer finance 

landscapes. It was thought that the questionnaire could be 

used in all national contexts. For example, questions on 

credit cards have been suppressed because they are not 

relevant in many countries, whereas they were central in the 

FINRA survey. 

The questions reflect the different components of financial 

literacy. The surveys by FINRA and the OECD distinguish 

between questions measuring knowledge (financial literacy 

itself), attitude and behavior. Knowledge is easily measured 

but less easy to analyze: what practical consequences arise 

from the fact that only 24 per cent of French people know 

the definition of an obligation, according to a survey con-

ducted in 2011 (Bigot, Croutte and Muller, 2011)? 

What can be concluded from the answers to the following 

question, developed by Anna-Maria Lusardi and duplicated 

in many surveys: ‘Suppose you put $100 into a savings ac-

count with a guaranteed interest rate of 2 per cent per year. 

You don’t make any further payments into this account and 

you don’t withdraw any money. How much would be in the 

account at the end of the first year, once the interest pay-

ment is made? (open response)’ (Atkinson and Messy, 

2012)? The highest score was achieved by the Irish, at 76 

per cent, against only 40 per cent of Albanians and Peruvi-

ans (OECD, 2012). However, what does it really mean? That 

Albanians and Peruvians are bad at math? How worrying is 

it? However, research on budget management showed that 

most practices do not require calculation. Bourdieu (1977) 

shows that saving can have very different meanings: he 

distinguishes between foresight, which is a matter of protec-

tion against disruption, and forecast, which represents the 

capitalist conception of time, with a specific goal and an 

abstract future. These opposite conceptions of time can be 

found in both developed and developing countries (Perrin-

Heredia, 2010; Saiag 2011), whereas in financial literacy 

surveys, only the second kind of country is considered. 

Whatever criticisms one might make, these surveys highlight 

the inability of a significant proportion of the population to 

respond to simple questions and have become political tools 

to justify the need for financial education. 

Thus, during an interview, one of the leaders of the French 

banker’s association summed up the findings of the above-

mentioned investigation: 

If we are dealing with someone who is obviously lacking the 

fundamentals, I’m not talking about the banking aspects, but 

perhaps just math, an overall understanding of what a budget 

is, how it works, what debt is, how much one should repay – 
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here, the AMF study was interesting: more than 50 per cent of 

the population cannot say how much I will have after one year 

if I save 100 euros at 2 per cent interest. Such questions and 

many others [raise] questions. ... We can do many things, we 

are trying to do many things ... Whenever we talk about these 

topics with political actors we always say that we worry that 

there is nothing in the curriculum on basic financial and fiscal 

education … since ultimately children will be responsible adults 

and citizens, they will have to make informed choices ... You 

cannot erase this educational part with a stroke of the pen. 

Two other kinds of questions exist: (i) on attitudes that indi-

cate people’s relationship with time and their planning and 

(ii) on behavior. For example, do people carefully consider 

their purchases; pay their bills on time; have a household 

budget; shop around before choosing a financial product; 

try not to borrow to make end meets? 

The challenge for researchers, particularly in the field of 

behavioral economics, is to define the causal chains between 

knowledge, attitudes and behaviors (Yoong, 2011), with 

behavior appearing as the final output. Experts are seeking 

potential levers of public policy. This requires proof that 

improved knowledge and shifts in attitudes – two goals of 

mass financial education policies that may be achieved – will 

influence behavior. More generally, they must demonstrate 

that a low financial literacy – the sum of knowledge, atti-

tude and behavior scores – has adverse individual and collec-

tive effects. In many surveys, Anna-Maria Lusardi has 

demonstrated a correlation between low financial literacy 

and poor preparedness for retirement. Similarly, financial 

literacy helps people to make better investment choices. 

Nevertheless, are the same tools useful to households who 

have little money and households with wealth to invest? Is 

financial knowledge necessary for sound everyday money 

management? 

Analyses of these surveys are always very normative. The 

announced goal of researchers is to evaluate the ‘financial 

well-being’ of respondents, but in order to measure it a 

single type of behavior is outlined. For example, French 

analysts call it ‘reassuring’ that only 26 per cent of respond-

ents say they do not know how much they spend each 

month (Bigot et al., 2011). In FINRA and OECD surveys, 

answers to questions designed to measure behaviors and 

attitudes are either ‘good’ or ‘bad’, reifying good money 

habits. For instance, in the FINRA survey, many questions are 

dedicated to credit cards and respondents have to answer 

‘yes’ or ‘no’ to the following statements: ‘I always paid my 

credit cards in full’; ‘In some months, I carried over a balance 

and I was charged interest’; ‘In some months, I paid only the 

minimum’; ‘In some months, I was charged a late fee for 

late payments’. From that, analysts call some behaviors ‘ex-

pensive’, but others ‘positive’, ‘negative’ or ‘problematic’ 

(Mottola, 2012). ‘Good behavior’ here involves paying credit 

cards in full, not carrying credit card balances, not using 

credit cards to their limit and shopping around to compare 

offers. The more precarious someone’s financial situation, 

the more their behavior is judged negatively. The fact that 

these means of payment were invented for the precise pur-

pose of accelerating access to credit and cash is not taken 

into account. In using this behavioral vocabulary, poverty is 

never evoked as a reason for people having to pay late fees 

or missing payments. Consumer credit products’ design and 

marketing, especially with regard to credit cards, encourage 

the very behaviors regarded as ‘bad’ in these studies (see 

Ducourant, 2009). Such research never mentions the living 

conditions and socio-economic problems of the people 

concerned, nor the possibility of regulating the financial 

industry to avoid certain fees or debts that become impossi-

ble to repay. ‘Education’ is presented as the only way to 

overcome all the problems. 

These surveys play many roles: they call attention to a prob-

lem that has not been sufficiently identified; they reify good 

and bad behaviors; they provide governments with means to 

measure the effectiveness of their policies, comparing differ-

ent states. Recently, in the OECD PISA survey, which 

measures and compares the competences of 15-year-olds 

throughout the world in terms of ‘reading literacy’, ‘mathe-

matics literacy’ and ‘science literacy’, a ‘financial literacy’ 

module was introduced. This represents new evidence of the 

OECD’s willingness to both standardize the definition of a 

common set of knowledge on financial issues and to spread 

the idea that financial education is as important as language 

and math skills. 

3333    Blind Blind Blind Blind sssspots or pots or pots or pots or uuuuseless seless seless seless iiiissues?ssues?ssues?ssues?    

Proponents of financial literacy have undertaken a relatively 

complete institutionalization of the problem through its 

framing as a collective risk (Borraz, 2008) and the construc-

tion of a suitable semantic universe. In particular, it appears 

clear that competing framings of the problem have fallen by 

the wayside and have not been considered among the per-

tinent cognitive tools. This can be explained by the non-

circulation of ideas between various disciplines, leading to 

little attention being paid to the institutional and policy 

determinants of households’ financial difficulties. 
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In this warning effort dedicated to demonstrating the need 

for financial education, however, two significant questions 

have remained separate: (i) the impact of implemented 

programs and (ii) their content. 

 First, the evaluation issue. Even though the OECD, following 

its evidence-based policy logic, regularly calls for program 

assessment and produces guidelines to that effect, evalua-

tion still poses many problems. Structurally, evaluations are 

difficult to implement, because the expected effects of fi-

nancial education are long-term. Randomized experiments 

on a specific target may prove some impact; for instance, 

Duflo and Saez (2003) showed that information sessions on 

pension plans for company employees raised the contribu-

tion level of the attendees. Nevertheless, financial literacy 

proponents claim much more ambitious goals, such as im-

proving financial well-being, wealth and social inclusion. The 

long-term impact has to be measured, which poses many 

methodological challenges. The first difficulty is to reach 

people months or years after training or awareness-raising 

courses. Surveys carried out by the Jump$tart coalition are 

interesting here: this US organization, founded in 1995, was 

one of the first to engage in financial literacy in schools. It 

has been organizing the measurement of financial literacy 

among young people since the 1990s. In one survey, they 

contacted 400 students (half of them had taken a financial 

management course) a few years after graduation, offering 

a $25 incentive for each completed questionnaire. The re-

sponse rate was 19.75 per cent (the survey comprised 79 

questionnaires) (Mandell and Klein, 2009). Many follow-up 

surveys have this kind of response rate. The second difficulty 

is to measure changes in behavior and financial well-being 

from declarative questions: attendees of courses may be 

inclined to answer positively in order to please their trainers 

and may underestimate their financial difficulties. Third, 

when specific behaviors are targeted in training (for exam-

ple, to increase the personal savings rate, as in the SIMS 

program), even when the goal is attained is it sufficient to 

justify a declaration that overall financial well-being has 

increased? Finally, surveys should control for the potential 

influence of external events related to professional or familial 

changes. 

In light of these methodological concerns, the results of the 

follow-up survey are quite disappointing. Returning to 

Jump$tart’s indicators, the results are convincing when 

aimed at alerting the authorities and the public about the 

low level of financial knowledge (Mandell, 2008), but they 

are mixed, to say the least, when it comes to the impact of 

training, showing no differences between high school stu-

dents who have and those who have not taken a financial 

management course (Mandell, 2009). 

The second element, which is even less discussed by public 

policymakers is the content of the programs. Training cours-

es are monitored by follow-up assessment, but only rarely is 

a precise curriculum proposed. How can we explain this 

reluctance to organize training content? 

The multiplicity of national contexts is one reason: interna-

tional institutions do not wish to be overly prescriptive be-

cause social insurance systems, the available bank products 

or the rate of use of banking systems may differ. It would 

therefore be useless, even counter-productive for them to 

examine content. This argument does not explain why na-

tional policymakers are also very reluctant to get involved 

with content. 

Nonetheless, the opposite could also be argued: financial 

education practices may be so obvious and consensual that 

there is no need to specify any content. Such an education 

policy would therefore be very specific, because education 

policies are usually the subject of intense debate. Our obser-

vations of budgetary and financial education sessions 

showed us the diversity of information on exposure condi-

tions, staging and teaching methods, even within the same 

organization, each trainer claiming their own ‘style’. 

Nevertheless, policymakers are concerned about the ‘quality’ 

of programs and insist on the need to train trainers. For 

example, many programs presented at the OECD are pyra-

mid schemes designed to train those who train others. This 

will multiply the impact of training. However, many ques-

tions remained unanswered: who would train those train-

ers? What messages should be promulgated? What qualifi-

cations are required for giving good budget advice? Finally, 

what is good money management? The concept of financial 

literacy implies that the persons concerned face complex 

financial products. Therefore, the advice cannot be limited 

to a traditional view of household budgets, according to 

which one should not spend more than one’s resources: 

individuals have to take into account their life cycle (save 

when necessary, borrow at the right time, prepare financially 

for a new baby or separation of a couple, build wealth for 

retirement), but also potential risks or life contingencies they 

might face (illness, unemployment and so on). They have to 

know how these risks are covered financially by collective or 

individual insurance and make sound personal choices. Peo-

ple have at the same time to be consumers to sustain or 

revive the economy, but also investors. Macroeconomic 
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policies and microeconomic advice can conflict. When nei-

ther the financial markets nor governments seem able to 

provide protection, it seems quite challenging to transform 

into concrete advice the anxiety-provoking messages on the 

financial risks faced by households. Moreover, surveys show 

that levels of knowledge about financial products are ex-

tremely low: how can individuals who cannot answer basic 

questions be ‘educated’ to a level sufficient to enable them 

to face the financial dangers of the modern world? 

We can see here a decoupling between policymakers and 

those who implement policy. While in some cases the objec-

tives of actors at different levels may overlap, usually their 

goals differ. Regarding financial education, the further ac-

tors are from the people who take the courses, the more 

optimistic they are about their output. Thus, at the OECD 

forum, financial education was seriously presented by some 

speakers as a potential substitute for welfare state protec-

tion. In contrast, trainers on the ground say that if trainees 

obtain one or two tips from the training and a little more 

confidence in dealing with banks, that can be regarded as a 

major success. 

How can we explain this decoupling? Lauren Willis, a US law 

professor, underlines the biases of the follow-up surveys and 

recalls that the effects of financial education are weak at 

best. She therefore contests the need for financial education 

(Willis, 2009; 2011). She considers that the results promised 

by financial literacy proponents could be obtained only with 

a massive financial outlay and points out that US citizens are 

not willing to pay much even for the provision of basic edu-

cation. She considers that this focus on education is primari-

ly another ruse on the part of the financial industry to de-

flect calls for regulation. She proposes alternative forms of 

consumer protection, including advice that helps people to 

choose between products and recommends that programs 

do not try to change people, but change products instead. 

Furthermore, mandatory products should be created and 

toxic products should be banned, while sales incentives 

should be strictly regulated. 

While we completely agree that the current drive to pro-

mote the financial literacy issue is mainly a way to avoid 

more regulation (Lazarus, 2016), we think that another 

explanation can be proposed: the lack of interest in the 

content of the programs reveals how such policies are built 

and the ideology that underlies them. Besides the typical 

class relationship between policymakers and the technicians 

who implement the programs, it demonstrates that financial 

education is considered more of a moral than a technical 

issue. Policymakers regard ‘low finance’ as less prestigious 

and less technical than ‘high finance’. How an investment 

fund works, or the cost of using a credit card or an over-

draft, seem so obvious that policymakers do not find it nec-

essary to pilot the provision of such information. Our current 

work on the implementation of a financial advice service in 

France confirms this observation, first made at OECD con-

ferences. 

Concluding Concluding Concluding Concluding rrrremarksemarksemarksemarks    

Our different financial education observation sites enable us 

to reconstruct a chain that extends from academic whistle-

blowers to program implementation, through international 

institutions and national policymakers. Above all, however, it 

showed the work required in order to create a coherent 

chain. The constitution of the problem through its delimita-

tion requires establishing that citizens lack financial skills and 

demonstrating that this has consequences for them and for 

the community. This delimitation also necessitates the coor-

dination of existing initiatives to create a chain. These are 

not top-down policies; most of the time, the key interven-

tion of the state is to label existing initiatives, which can 

have important effects on practices, evaluation and objec-

tives. In France, the current implementation of the ‘Points 

Conseil Budget’, partly inspired by the British ‘Money Advice 

Services’, indicates a policy that accredits and coordinates 

already existing devices. 

This mode of intervention has practical consequences, but its 

main implication is the shift it provokes in approaches to 

social intervention. In a country where the main protection 

of household budgets continues to be the welfare state – 

social benefits, replacement of labor income due to illness, 

unemployment or old age – a policy that claims that money 

management could replace money transfers is a sign of a 

major ideological change. Although it is dressed up as a 

‘modern’ and ‘technical’ way of helping people to manage 

their money better, it is really part and parcel of a drive to 

moralize poverty. 

Jeanne Lazarus is CNRS research fellow at the CSO in Sci-

ences-po. Her research has focused on relationships be-

tween bankers and customers in French retail banks. She has 

also conducted research on the sociology of money and the 

consumption and monetary practices of the impoverished. 

She is currently studying the making of a “responsible” fi-

nancial market for individuals, in particular via education 

programs aimed at improving financial literacy, directives, 
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and regulations regarding the commercialization of financial 

products and credit. 

 

Endnotes 

1We used Scopus on May 2016, searching the number of articles 

that contains those different terms in their keywords, title or ab-

stract. Note: “all” is not the sum of the other lines since many 

articles contain several of the tested notions. 
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Book SummaryBook SummaryBook SummaryBook Summary    

Capital without borders: Wealth managers and 

the one percent

By By By By Brooke HarringtonBrooke HarringtonBrooke HarringtonBrooke Harrington    

Copenhagen Business School, Denmark, bh.dbp@cbs.dk 

Capital without Borders: Wealth Managers and the One 

Percent. by Brooke Harrington will be published by Har-

vard University Press in August 2016. 

 

How do the one percent hold onto their wealth? And how 

do they keep getting richer, despite financial crises and the 

myriad of taxes on income, capital gains and inheritance? 

This book takes a novel approach to these questions by 

looking at professionals who specialize in protecting the 

fortunes of the world’s richest people: wealth managers. 

Brooke Harrington spent nearly eight years studying this 

little-known group – including two years training to be-

come a wealth manager herself. She then “followed the 

money” to the 18 most popular tax havens in the world, 

interviewing practitioners to understand how they helped 

their high-net-worth clients evade taxes, creditors, and 

disgruntled heirs – all while staying just within the letter of 

the law. 

Harrington’s research offers the first glimpse into the tac-

tics and mentality of a secretive profession that controls 

astonishingly large flows of capital around the world. 

Based on 65 practitioner interviews – conducted in the 

traditional wealth management centers of Europe and the 

Americas, as well as the up-and-coming offshore financial 

centers of Africa, Asia and the South Pacific – this book 

gives voice for the first time to an elite that has worked 

quietly and unobtrusively to enrich the one percent. 

Capital without Borders reveals how wealth managers use 

offshore banks, shell corporations, and trusts to shield 

billions in private wealth not only from taxation but from 

all manner of legal obligations. And it shows how practi-

tioners justify their work, despite evidence that it erodes 

government authority and contributes to global inequality. 

As recent research on stratification has shown, just one 

percent of the world’s population now owns half of its 

wealth. Harrington’s research details the financial and legal 

innovations behind this dramatic concentration of re-

sources, showing how wealth managers are the key actors 

in both capital flows and public policies affecting taxation. 

The book also sheds light on headline news such as the 

Panama Papers, explaining why so many of the world’s 

elites use offshore finance, and how such activity remains 

perfectly legal, however ethically questionable it may be. 

With regard to stratification, Capital without Borders ar-

gues that wealth managers and their firms don’t just make 

the rich richer: they make the poor poorer. Elites incur real 

costs when they fail to pay their fair share of taxes, or to 

pay back their debts to creditors. Those costs fall mainly 

upon the poor and the middle class. Indirectly, everyone 

pays in the form of reduced public services, in terms of 

slashed budgets for education, health care and transporta-

tion – all of which are important factors in upward mobility 

for those at the lower ends of the socio-economic spectrum. 

Wealth management techniques also impose direct costs in 

form of surcharges on honest taxpayers and borrowers. In 

terms of taxation, research in the US and Europe suggest 

that this surcharge varies from 7 percent to 15 percent in 

additional costs to the rest of us in order to compensate 

for underpayment by the rich. At the same time, lenders – 

including both banks and firms that provide financing, 

such as car and appliance dealerships – raise the costs of 

borrowing to make up what they lose from high-net-worth 

individuals, who can default on their debts without penalty 

by using wealth management strategies. That increase in 

borrowing costs hits the poorest members of society hard-

est, deepening their already dire indebtedness and making 

advancement even more difficult. 

These developments have ominous long-term implications 

for human capital, national development and political 

stability. We see this not only in the deep cuts in state 

services occurring now in Greece, Spain and other EU 
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countries where tax avoidance depleted public coffers and 

made those nations particularly vulnerable to the financial 

crisis. We are also witnessing a “brain drain” of highly 

educated and skilled citizens from those countries, further 

dimming hopes of recovery. Those left behind are ripe – in 

the words of economist Thomas Piketty – to be “tempted 

by nationalist solutions, ethnic divisions, and the politics of 

hatred.” In other words, the rising inequality created by 

wealth managers can develop into deep social fractures 

that threaten democracy itself. 

Brooke Harrington is Associate Professor of Economic 

Sociology at Copenhagen Business School. Her book Capi-

tal Without Borders: Wealth Management and the One 

Percent will be published in August 2016 by Harvard Uni-

versity Press. Harrington has worked on diverse aspects of 

finance, from global wealth management and its impact 

on socio-economic inequality to the sociology of fraud and 

of stock markets. Her 2008 book Pop Finance: Investment 

Clubs and the New Investor Populism (Princeton University 

Press) looked at the effects of diversity and decision-

making processes on investment groups’ financial perfor-

mance. In a series of articles with Gary Alan Fine, Harring-

ton has developed a theory of small group behavior and 

networks, expanding models first created by Erving 

Goffman. She has also written a series of articles on eth-

nographic methods. Harrington’s work has appeared in a 

wide range of academic and policy publications, from the 

Socio-Economic Review to the OECD Observer, and has 

received broad media coverage. 
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Interview

FrFrFrFrederickederickederickederick    WherryWherryWherryWherry    interviewed by interviewed by interviewed by interviewed by 
Zsuzsanna VarghaZsuzsanna VarghaZsuzsanna VarghaZsuzsanna Vargha    

Frederick Wherry is Professor of Sociology and Co-

Director of the Center for Cultural Sociology at Yale Uni-

versity. He is the author of Global Markets and Local 

Crafts, The Philadelphia Barrio, and The Culture of Mar-

kets. He is co-editor (with Nina Bandelj) of The Cultural 

Wealth of Nations, and general editor of the four-volume 

Sage Encyclopedia of Economics and Society. He has 

served (or is serving) on the editorial boards of the Ameri-

can Sociological Review, American Journal of Sociology, 

Sociological Theory, and The American Journal of Cultural 

Sociology. He is currently studying how immigrant and 

minority households become more equitably integrated 

into the financial system. Frederick Wherry has been serv-

ing as Chair of the Consumers and Consumption Section of 

the American Sociological Association. Prior to publication 

of this issue of Economic Sociology, we learned that he has 

been named Chair-Elect of the Economic Sociology Section 

of the American Sociological Association. Freder-

ick.wherry@yale.edu  

1 You started out by studying handicrafts in Costa Rica and 

Thailand, one outcome of which was your book Global 

Markets and Local Crafts (2008). How did you become 

interested in that topic, and how did the work you carried 

out shape your view of markets as objects of sociological 

study? 

You think you are doing one thing and you end up doing 

something else. I thought I was going to do a project on 

social capital and community development – that is what I 

thought I was going to do. When I got to the field, some 

of the communities that seemed the most interesting to 

me were these artisanal communities, and so I moved from 

more of a community development, more generic topic of 

economic development at community level, to these ob-

jects that were being placed in different kinds of markets, 

but there was something more to these objects. So, when I 

was looking at the community level it was much more 

about the organization of production, there was a social 

capital story of how is it with some clusters: people within 

a community can just do more by virtue of their social ties 

and social arrangements. Here we have these objects that 

were actually being moved by intermediaries (and some-

times direct buyers) into different kinds of markets. 

So I shifted my orientation from one that was emphasizing 

the dynamics of production as a sociological process and 

then putting these objects, intermediaries and other buyers 

into the mix and asking, how is the value of these objects 

generated, maintained and externally recognized? When I 

was doing this, and because I was in two different coun-

tries – being in different countries really helps – because 

some of the things that were being taken for granted in 

Thailand with regards to how outsiders could recognize 

claims about authenticity, about history and tradition, and 

about these artisans being well matched to the kinds of 

products they were making, those were claims that the 

artisans in Costa Rica could not take for granted. Because 

there was a different national narrative about what it 

means to be Costa Rican. So then I started thinking about 

how is it that by virtue of where you produce, where 

you're trying to make a claim about the value of that work 

you cannot make any claim you like, and those claims are 

tied up with these national narratives of value. Those early 

experiences and findings shape how I approach markets 

now. 

2 You saw the connection between the different actors, 

the objects they were producing and different notions of 

the nation, what it means to be authentic and what is 

economic value. These connections were different in the 

different countries. 

Yes, because there is a different notion of what different 

people are good at doing, that buyers carry into the site. 

When you are in places like Costa Rica and people say 

“Indigenous art”? What is that for Costa Rica? Versus if 

you are in Guatemala you say “Indigenous art? People kind 

of get it.” You are in Costa Rica and you say it, and people 

are confused, towards the are external buyers. It was one 

of those things where the differences were so stark that it 

almost did not matter what the historical records said. 

What mattered was that each of these nations had put in a 

lot of effort in shaping the kind of message they wanted to 

put out about what kind of nation it is, what the people in 

that kind of place are going to be good at doing. For some 

types of thing people are: “Oh, but, you know, it’s just in 

their blood. That's what they do.” But you are travelling to 
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France and you get a glass of wine and you say “Of course 

the wine's good; it's France. It's just what they do.” There 

are categories of products for which people just say “Oh, 

but of course it is going to be good if it is coming from 

there.” I remember having this conversation with Nina 

Bandelj1 because she, with her work on Foreign Direct 

Investment – there you had national identity, being selec-

tive of opportunities in the market – and so, as I was read-

ing that while I was writing my first book, and realized that 

we are talking about very similar things, but in what 

looked like very different spaces. So there she is with For-

eign Direct Investment and here I am with artisanal prod-

uct, and we were in Durban together for the ISA [Interna-

tional Sociological Association] meeting, and we said, 

“Let's team up." We ended up having all these informal 

conversations that then gave birth to idea of the edited 

volume, The Cultural Wealth of Nations. We wanted to do 

this together because there is something about the mean-

ings of place that seemed to be shaping how people are 

finding good partners for particular kinds of things. In Nina 

Bandelj’s there were some countries that particularly 

thought that if you have an Italian company, they would 

be fine for design; they're not so great for banking. They 

would prefer the Germans... These are gut reactions that 

had very little to do with any evidence that's been consid-

ered before and after. People can take a lot for granted 

when they are thinking about what their next moves are 

and who is a good match for what they are... 

3 These taken-for-granted typologies strongly shape eco-

nomic actors’ decisions of who they are going to be part-

nering with. Is there a notion of "trust" that you prefer, or 

that is important in your work? 

I don’t do much with trust. I did do some work with en-

forceable trust. So, thinking about third-party enforcement 

of whatever local understandings are about how things are 

supposed to go. And there was a sense that the reason 

that you could trust with that contract is that everyone is 

so closely tied to one another that you risk being ostra-

cized. There are all sorts of ways that you can be punished 

outside of the contract by people who mean something to 

you. That was certainly what I was working with in artisan-

al communities and that would come up quite a bit. They 

all know each other. 

4 You do not really need the concept of trust because you 

have the concept of the social network? 

Yes. So either you can work with the concept of network 

or you can think about what Zelizer called a "circuit," 

where people are tied together, they have a shared ac-

counting system, so they have a specialized language for 

what counts and why it counts, and a shared set of prac-

tices around how you are going to keep track of your re-

sources. That is all being influenced by the types of social 

ties you have with other people. Zelizer circuits and her 

meaningful view of markets have been a big influence on 

my work. 

5 That brings me to the question, what has been Viviana 

Zelizer’s influence on your work, and to what other theo-

rists have you found it useful to relate? Weber and Bour-

dieu come to mind. 

I had the distinct advantage of having this really great 

pairing of influences between Zelizer and Alejandro Portes. 

Some might say, isn’t that a very different pairing? They 

are kind of different, but one of the things they share is a 

very strong Durkheimian strand that connects them. When 

I think of Durkheim, I think of meaningful rituals, I think of 

how solidarity works. Portes says it is the “value introjec-

tion” that is a source of social capital, but when it comes 

to Zelizer, I am thinking about things that are still held 

sacred and how the sacred manifests itself in modern 

economies and exchange systems. So I have this very 

strange relationship with Durkheim by way of Zelizer and 

by way of Portes. Although, in some of the Portes, there is 

of course a lot of Weber and Marx, etcetera. I do not do 

nearly as much with Bourdieu. In part it is because, while I 

find the notion of many different types of capitals useful, 

for me, as an ethnographer, the capital notion flattens the 

meaningful activities of economic life too much. […] You 

get all these capital accumulations of different sorts, and 

these are accumulations that are qualitatively different 

sometimes. They may not look like it at first glance. Alt-

hough field theory has really helped shape quite a lot of 

work, it is not something I do. 

6 How would you sum up your sociology of markets, 

which you have set out in your recent book The Culture of 

Markets (2012), and in your numerous other papers and 

books? 

We could learn a thing or two from our friends in Econom-

ics. They clearly see the economy as a dynamic between 

supply and demand. We’ve paid too little attention to 

demand, and we’ve not paid as much attention as we 

should to what is uniquely sociological about our studies of 
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markets. Why are we not examining the demography of 

branded commodities (e.g., Glenn Carroll), and why don’t 

we have more comparative studies of work conducted by 

advertisers and public relations firms? I wrote that book as 

a preliminary statement on how to advance that agenda. I 

was also explicit in bringing in questions of inequality. 

We’re good at it, you know. We ask, how are job candi-

dates evaluated (and how do narratives about race and 

gender become encoded in those evaluations, when they 

do)? How are business partners selected and what makes 

some types of people appear to be good at doing certain 

kinds of things? 

7 In your recent theoretical work (e.g. Theory and Society 

2014), you introduce methods for cultural analyses of the 

economy, such as the “breached sequence analysis.” Could 

you explain what this is, and how these ways of looking at 

action help us avoid what you have called overculturalized 

and underculturalized analysis? 

I have been influenced by how powerful and influential 

culture is for economic behavior. That is what led me to 

play with the idea of “breached sequence analysis.” In the 

Theory and Society piece, the notion is that there are these 

typical sequences, whereby we organize the transaction, 

things that you could just take for granted. But if there are 

other ways to organize it, that may be as efficient or more 

efficient, but seem to somehow violate what the normative 

understanding is about that type of transaction. Is it con-

sequential for the outcome? Could we imagine bringing 

back the old-style ethnomethodologists? You can imagine 

asking how much sequence matters, and are there things 

that we can do at different stages of a process experimen-

tally, and just to see whether there is a different response 

in terms of evaluation of quality, evaluation of a range of 

price that is reasonable for that transaction. Especially if, 

when we are paying attention to whether or not the reac-

tion is just based on “This is new, I'm surprised, I don't 

know how to react,” or is this something we can learn 

from, in the sense that there may be other ways to organ-

ize transactions themselves that may give us outcomes that 

we care about? There are people that talk about the need 

for more inclusive economies and concerns about inequali-

ty are widespread, at least in the public discourse. What 

we are not talking about at the same time is that people 

are engaged in a lot of different transactions, some of 

them are leading them into making decisions that may not 

be healthiest for them in terms of widening inequality. Are 

there ways of thinking about experimenting with these 

transactions so that we can see at what point might peo-

ple make different decisions? But those are experimental 

questions that might be fun to ask. 

8 With the idea that, depending on what it is that you 

change in that sequence, in the way that transactions are 

set up, the situation may just break down because it was a 

breach. But you will not know what triggers a breach until 

you experiment with it. 

Yes. This is the kind of thing that is really relevant for your 

work [referring to Vargha’s research on financial interac-

tions] because you are dealing directly with these customer 

transactions. When I saw your presentation [on assessing 

consumer risk preference], I thought “how much fun it 

would be if they thought that jiggling just this one mo-

ment in the interaction might have consequences for pro-

pensity to shuffle something over into savings or some-

thing else?" But it is about where you intervene in the 

sequence that may feel as if it is a natural kind of, “Let me 

pause and think about this other thing,” or it may just be 

an inconvenience. Or something that just wrecks the 

whole thing. So, part of it is trying to ask, "What would 

happen if we became more experimental with things that 

we typically take for granted, like these standard transac-

tions and financial institutions, etc.?” 

9 The social studies of finance and economic sociology 

which pays attention to the infrastructure and the social-

technical side, these approaches help us even more to 

think of transacting as a kind of sequence that has differ-

ent parts and can be tinkered with. 

But the nice thing about the sequence, too, is that it 

would, as I discuss it, make some of the useful work hap-

pening in the social studies of finance, it would bring some 

cultural analysis into it. The sequence itself may have a 

name, but there are some typical ways that people talk 

about these different stages, and some reactions that peo-

ple have that are immediate, there is an emotional tenor to 

the reaction. It also means something, and we actually care 

about what it means as well as about what the outcomes 

are. 

So I think this is a great moment for economic sociologists 

to say: "we actually have so much more to say than what 

gets said about what's going at banks and about what's 

beginning to happen with these online financial plat-

forms." There is a lot of action out there and we should be 

more assertive in that space, along with our colleagues in 

Consumers and Consumption. 
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10 Would you like to say a few words about the overcul-

turalized and underculturalized analysis? 

It is basically a re-statement of Zelizer, and of Granovetter. 

So the Granovetter: he brings up Wrong's oversocialized 

and undersocialized views of human action and the mar-

ketplace, and getting away from values driving everything 

to the individual idiosyncratic actor, just on his or her own, 

and then you had Zelizer, a wonderful, useful essay about 

markets being completely submerged in culture in a way 

that was not necessarily productive for advancing a socio-

logical analysis of a market, and so trying to steer a course 

between some of these larger meaning structures and the 

creative dynamic interaction interplay. And so one of the 

warnings, of course, that I would issue on undercultural-

ized views of markets is that sometimes people say: "Oh, 

well, some of the market that you study, clearly there's 

culture going on because they're artisans," or "clearly 

there's going to be meaning going on because it is house-

hold finance." 

11 So they are telling you that you are seeing cultural 

things because of your object of study? 

Yes. It is by virtue of the object of study and therefore 

there are other objects of study in which, culture just isn’t 

there. It is an underculturalized view and it is one that 

takes for granted why the instruments and objects that are 

being used in those markets are being seen as legitimate 

and why people seem to have agreement around how they 

are going to use those instruments and objects. And that is 

taking us into the realm of meaning that is intersubjective 

and that has force in shaping the course of action. Of 

course, once there is enough agreement, it all seems as if 

there isn’t this consensus holding everything together, and 

if there is a consensus, they would say it is only because 

something was technologically superior and therefore it 

won the day. There is always a way to get meaning out of 

the way. And when we do that, it gets in our way, because 

it takes something off the table, from analysis, and it pre-

vents us from asking whether or not a set of market pro-

cesses or outcomes could be thought of in a radically dif-

ferent way. So we get in our own way and, if you think 

about where innovation comes from, innovation comes 

from looking at something and saying: "Everyone has said 

that there is no meaning here" and I say that there is 

something that you didn't know, that you didn’t want to 

call meaning; I call it meaning and now I make a little 

tweak to it and now we call it innovation. I mean, essen-

tially I'm going to recombine it with something and people 

are going to see it. And so we get in the way of sort of 

better understanding how innovation might emerge, espe-

cially for objects that seem as if they are settled objects 

[reference to Ann Swidler – ed]. This is one of the reasons 

why I am pushing against this underculturalized view, 

because, otherwise, we are settling things that are not 

settled. We are just taking them, we are just removing 

them from the possibility of doing useful analyses, making 

useful interventions about how might this thing be 

changed. 

12 Indeed, you have been very vocal about pushing back 

against the kind of arguments that culture is just overlay, 

or specific to certain markets, or that is not really what 

moves markets. For example, your work on the social char-

acterizations of price [Sociological Theory 2008] approach-

es price from the viewpoint of consumer moralities. 

This is related to another question, the role of consump-

tion in markets and in economic sociology. Currently you 

are the Chair of the Consumers and Consumption Section 

of the American Sociological Association [after the inter-

view we learned of Frederick Wherry’s election to next 

Chair of the Economic Sociology section]. Your own work 

typically spans the sociology of consumption and economic 

sociology, whether you are looking at handicrafts or lend-

ing communities. Arguably, consumption has been rather 

outside the purview of economic sociology, and it has 

often been treated as secondary to production and organi-

zations, and derivative of these or even of markets. How 

do you think about these connections or non-connections 

between consumption studies and economic sociology? 

That is something I actually love to talk about, just be 

warned! One of things we forget is that when Zelizer was 

elected as first chair of the ASA Economic Sociology Sec-

tion, there was a piece that she wrote in the Newsletter in 

which she noted that these studies of consumption, pro-

duction, and distribution were at the core of economic 

sociology. One of the things that she did there was that 

she called explicitly for consumption as one of those core 

arenas. It is a very Polanyian move. 

One of the things you see on the consumption side, is that 

there is always a core group of Bourdieu-type work that is 

pretty helpful. There is also a core group of work on the 

meanings of objects and a much more neo-Durkheimian 

approach. And then you’ve got your – I think where the 

consumption section and economic sociology converge 

most is that in any kind of sociology there was not a whole 



Interview 

economic sociology_the european electronic newsletter  Volume 17, Number 3 (July 2016) 

41 

lot of patience for critical studies of markets, and part of 

that was a reaction to... we were trying to make sure we 

were not coming across as being social commentators 

rather than analysts, social scientists, and so there was a 

real hesitation to do anything that might sniff of some-

thing that might make it into the popular press. Whereas I 

think in the Consumers and Consumption section, you 

both have some of the kind of work that you would see in 

economic sociology typically, which are also people who 

have more of an activist aspect, so you have the public 

sociologists, some of them not doing the kinds of work 

that in the core of economic sociology would be consid-

ered rigorous enough and detached enough. There seems 

to be a distrust of any work that looks to be too passionate 

on the part of the researcher. So I think what the Consum-

ers group has done is that “We shall all co-exist.” And “we 

shall learn from one another.” You can imagine that you 

can take, depending on the kind of work you are doing, 

some of the concerns raised by people who are much 

more public and critical analysts, and you can apply a sort 

of a standard methodological, analytic framework to it and 

see what you come up with. So there are people out there, 

they are in the trenches, they find things. Research means 

to look again, so you can just go and look again, but in a 

different way and I think that is a healthier way to operate 

as a [ASA] section, because we do not need to control 

everything that everyone else is doing. 

There is now, I think, enough, a core group of social scien-

tists in the sector who are doing things that are recogniza-

ble to their colleagues in cognate fields in social science 

that we are not at a moment where we are worried about 

our legitimacy as a Section, as a sub-field. But if we are 

thinking about making the work that we do more publicly 

relevant, and if we are thinking about making friends with 

people who can help us be a little more innovative and a 

little bit more risk-taking in the topics that we choose, it is 

a good idea to have some critical sociology broken ground. 

At least, that's what I think. 

13 In terms of economic sociology, what did you think 

when you were working more and more as an economic 

sociologist, about the field’s de-focus on consumers? 

The consumers, yes. “Who are they? And why do we 

care?” So there are people, Alya Guseva [current Chair of 

the ASA Economic Sociology Section – ed] for example, 

who say “There are consumers out there that use credit 

cards; it's a thing!” And Akos [Rona-Tas – ed]; I mean, 

there are people who are talking about economic actors 

who are recognizable to most of us as the typical econom-

ic actor, people who do things like “I'm using a credit 

card.” So the hard part is that it feels as if we are in a 

moment where people are concerned about things like 

household finance, financial inclusion, and you would 

think that the section that would be leading, that we 

would just sort of be dominating this, that it would be the 

sociologists. So, our economist friends are good, and they 

are trying, and some of them in this space are really socio-

logically friendly. There is the “US Financial Diaries” project 

that Jonathan Morduch runs. He is fantastic, he has col-

laborated with sociologists. You would think that we 

would have a lot more discussions and engagements with 

people like Morduch and that we would be doing it on a 

regular basis. 

Viviana Zelizer, Nina Bandelj and I were doing this volume 

called Money Talks and Morduch is in that volume, and we 

have got a number of other folks who are in that volume. 

It should show up in the spring 2017 catalogue at Prince-

ton University Press, so we are really excited. It was one of 

those moments where we had the symposium at Yale, 

brought all these different folks together, some from law, 

some anthropology, political science... and it was just so 

refreshing to all be in the same room, because we were 

talking about things of common concern and we weren't 

so far off from one another. We thought, "We actually 

have an opportunity here to engage usefully in this discus-

sion of household finance and financial inclusion.” 

14 You were recently part of a White House panel on 

financial inclusion, organized by the National Economic 

Council. What kinds of discussions were on the table, and 

where did you see your expertise as economic sociologist 

make a difference? 

Last fall, out of the blue I get this invitation that says “The 

National Economic Council are hosting a roundtable on 

financial inclusion at the White House. Can you make it?” 

It was one of those moments where you're sitting in a 

room and some of the statements that people make, there 

is a clear assumption about what motivates people and it is 

an assumption in which social relationships are wholly 

absent. Now, this is not everyone of course who spoke, 

but some significant people who spoke and we thought, 

that is not how we understand human behavior and inter-

action. Relationships actually count, they matter and so the 

useful thing is that I was in a room where, clearly, this 

emerged as an unsettled issue about how people make 

decisions, and what are some of the key policy interven-
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tions that might be useful for bringing people more into a 

secure financial situation? When they extended the invita-

tion to me, they had noted that they had read an op-ed I 

had written in The Times on payday lending, and they had 

looked at some other stuff, and they thought they wanted 

that voice at the table and... I think I made some friends 

there. So there were maybe two other social scientists 

there, but most of the other people were from industry, so 

people who were doing some innovative work: from the 

banks, or some of these new online platforms for payment 

systems. So I think there is an emerging vision of “Can we 

have a more just transaction system, whereby those who 

are the least advantaged are not asked to pay exorbitant 

amounts just for basic transactions, financial transac-

tions?” 

That was part of the discussion. Another part of the dis-

cussion has to do with how we think about family security. 

Are people going to be OK when they get old? When you 

are thinking about financial inclusion some of the things 

seemed obvious in terms of predatory lending and the lack 

of small-dollar loan opportunities at a moment in which 

people's incomes are much more volatile than they have 

ever been. The Aspen Institute is doing this new initiative 

called EPIC. It stands for Expanding Prosperity Impact Col-

laborative. There is a real concern with increased income 

volatility, so the recognition there is that, for a number of 

months each year, you have 25% less coming in to the 

monthly coffers than typically comes in. So when you have 

these constraints, binds, what do you do? When you are 

thinking about a household that already is, as they say, 

struggling to make ends meet from month to month, or 

week to week, and you know that you are going to have 

two-point-some months in which you've got 25% reduc-

tion in how much is coming in that month, what are you 

going to do? Your expenses are volatile, so in addition to 

trying to keep up with your basic expenses for the month 

and getting everything to kind of cancel out because you 

are living paycheck to paycheck, some months you are 

going to have these lumpy expenses. What are you going 

to do? 

So part of it is trying to think about, are there better ways 

to think about consumption smoothing, and how do you 

think about the services that are available for consumption 

smoothing, and what is the role of the state, under what 

conditions does the state get in the way of innovative 

service offerings? But, with all of this is, people talking 

about service offerings and you start digging down into… 

for whom? What are the assumptions about why someone 

is going to use your service? And what matters to consum-

ers? And that's where the trains start coming off the track. 

Because, in the policy world, there is still a core set of peo-

ple who are committed to only a modified version of what 

an economic actor is and what motivates such an actor.    

15 Is it now more influenced by behavioral economics, still 

the individual actor, but with biases? 

Yes. So now they are buying into the biases part, but their 

thinking is more about, if there are biases, we just need to 

figure out how to fix people, or how to trick people not to 

follow their bias. 

16 So you came in and you said... 

“Actually, people don't need to be fixed; the services need 

to be fixed.” So, in addition to biases, people also have 

moral and family commitments. There are commitments 

that you are going to meet because, if you have a kid, you 

think that when your kid graduates, if you've ever gone to 

a graduation ceremony you'll see extended family, and 

people are yelling and carrying gifts, and it's as if they're at 

a ball game because this is a rite of passage: that person is 

moving from one stage of life to the next, and this actually 

means something. So a lot of times when you think that 

people are unnecessarily getting themselves into trouble, 

what they're doing is still meeting family commitments. 

They have relationship ties and they have relationally 

marked parts of their funds – even funds they don't yet 

have – to make sure they meet these kinds of commit-

ments. So a better question is, how can we help people 

meet commitments that they see as obligatory without 

harming themselves too terribly when they do that? That's 

a matter of discussion rather than saying "You just need a 

better educational fix," or "you need to be nudged out of 

it.” There are some things you are not going to be nudged 

out of. 

And that [contribution at the National Economic Council] 

was helpful, and that is when you see who your friends 

are, and it is remarkable how friendly people in industry 

are to these types of acclimations. Because when you are 

in industry, you do not actually care about defending a 

particular theoretical camp. You care about doing some-

thing which you see as resonant with what you yourself 

see with your client base, and you are trying to make sure 

that you are doing everything that you can to, on the one 

hand to make money, but also some of them think of 

themselves as also doing some social good, quite frankly, 
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and so I think some of the sociological explanations they 

hear, these seem to resonate with them. 

17 That is very interesting. You would think there would 

be a categorical unwillingness to understand, by referring 

to the idea that “if you can't afford it, don't do it." That 

would be the harsh budgetary reasoning, so it is good to 

hear that some people are receptive. 

You have studied the question of financial inequality, es-

pecially with regard to minority and immigrant households. 

You have written on payday loans, financial inclusion and 

empowerment, and studied movements such as the Lend-

ing Circle with Anthony Alvarez and Kristen Seefeldt, in 

your project funded by the Russell Sage Foundation’s Be-

havioral Economics Program. How did you become inter-

ested in these questions, can you say a little bit more about 

this work, and how you approach finance? 

Yes, and a lot of those things [above] are emerging out of 

this work I am doing with Anthony Alverez and Kristin 

Seefeldt. One of the things that happened with us is that 

we were fortunate in that a project that we are working 

on is at a non-profit called the Mission Asset Fund. The 

founder of that non-profit and its executive director, he 

worked with Cordray at the Consumer Financial Protection 

Bureau because, when Cordray came in, they established a 

consumer advisory board to the CFPB and they appointed 

him, Jose Quinonez, as the chairperson of that consumer 

advisory board, so he was sitting atop this set of people 

who are representing credit unions and all sorts of other 

folks who are doing really innovative work on financial 

inclusion, and he is also just a good guy. What he did with 

this "Lending Circles" idea is that he was a Masters stu-

dent at the Woodrow Wilson School [of Public and Interna-

tional Affairs, Princeton] and took a reading course with 

Alejandro Portes where he read about the informal econ-

omy and social capital. So he is reading about the informal 

economy and while he is out in California, he is hearing 

about all these people of color who do not have bank 

accounts, people of color who do not have credit histories, 

they are not seen as credit-worthy, they do not show up as 

paying bills on time, and he asked himself: "But, wait a 

minute – I grew up in this community. I know that people 

do take out loans and they pay them back and they pay 

them on time! But they do it informally." 

So then, the light went off to say people are involved in a 

number of credit-worthy activities that demonstrate that 

they are reliable, but they are just not getting any credit for 

it. So how do we formalize some of these informal practic-

es so that people can do things that they feel comfortable 

doing and they simply get credit for it? He gave us access 

to staff members and for several years I would just go back 

and forth (before this project started) and just hang out 

with the staff and follow them around. As you know, that 

is really a joyful thing to do. Then we did this interview 

component and last summer we interviewed 58 of their 

clients. Actually, almost all interviews were done by a PhD 

student at Stanford, Marlene Orozco, who is really incredi-

ble. Marlene gives me confidence that our field is thriving. 

We were able to talk to Mission’s clients both about their 

participation in the Lending Circle, and more generally 

about "Can you tell me about the last time that you need-

ed to find a short-term loan? Where did you do it? Have 

you ever used a payday lender? Or anything like it? When 

was the last time? What was it like?” 

Trying to go away from judgments and just trying to figure 

out, “Why did you go there? What was it like? What 

about pawn shops, what about this, what about that? Tell 

me about the last time your family members asked you to 

take out a loan for them (that happens a lot) and you said 

no. Tell me about the last time you almost said no, but said 

yes. Tell me about the last time you said yes straight 

away.” And trying to get a sense of when people are 

thinking about why they are going to take on debt, even 

high-cost debt: “What is it that makes it feels like it's an 

obligation; that you just have to do it?” 

And so we are trying to get a better understanding about 

what people's priorities are, rather than what we think 

that their priorities ought to be. We feel really fortunate to 

be able to work with the Mission Asset Find because they 

are trusted by their clients, and so we are at a non-profit 

where the organization is trusted and you are trying to get 

people to come in for an interview and some of the people 

– they had some of their clients who were undocumented 

– to come in and get someone who is already nervous 

about their papers to talk to a stranger. That requires a lot 

of trust with the organization for them to feel comfortable 

coming in and then when they sit down, ready to unload, 

you know, because they told us good things and bad 

things. You are talking to clients and they are telling you 

the good, the bad. We told them that there are no conse-

quences, even if you said something negative about this 

organization that wanted your loyalty. They seemed to 

take that at face value, that, in fact, they could say what 

they needed to say, and what they were going to say 
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might help the organization as they think about improving 

services, etcetera. But then they could talk about what is 

going on in their own lives, and talking about money can 

be very emotional. It is one of those moments where you 

really, you've got grown-ups who are talking about feeling 

that they couldn’t be the kind of parent they wanted to 

be. And this is all tied to their finances in the sense of: “For 

me to be a good mother or a good father, at least I need 

to be able to do these good financial things.” So that was 

the other thing, sort of the meaning of how they were 

budgeting and how they were earmarking their budgets. It 

was not about mathematical optimization. It was about 

relationships. And what it means culturally to be a good 

parent. So that was an inspiring set of conversations. The 

other fun thing, too, is that I find that after we talk about 

some of the findings that are coming out of this work, we 

are setting up soon to do a webinar, I think it is some folks 

with JP Morgen Chase and others who are sort of thinking 

about... and I've had some other interesting conversations 

with policy people, foundation people, even some of the 

foundations that are attached to banks and they have 

research arms and people, they are really grappling with 

these issues and they are looking for, you know: “Can 

someone tell us something that we are not thinking about 

right now?” And so they do not need an emaciated ver-

sion of an economist. They don't need that; they need 

someone who understands economics, so that we are not 

talking around each other, but they are trying to figure out 

what it is that this other person brings to the table that we 

are not really thinking about, or not able to think about 

systematically, given the way that we work. 

So some of that, I think, has helped when they are design-

ing services, when they are designing new instruments or 

interventions, this meaning stuff actually matters to them 

on the design side. On the delivery side they say, “Oh, 

yeah, meaning gets you in all sorts of trouble on delivery.” 

So they say, “Who do you turn to for that?” Some people 

who work in marketing who are basically sociologists and 

anthropologists who are trying to fill in that gap but... here 

we are. 

18 The theme of this year’s SASE conference is moralities 

in the economy. Is there a debate here, with one argument 

being that markets are inherently moral formations, a 

central tenet of cultural analyses of markets, if you wish, 

and the other that market-based society crowds out and 

has no place for moral behavior because economics emp-

ties out markets of these considerations, which need to be 

added back in through a struggle. What is a good way 

forward for sociology in thinking about moralities? 

It brings me great joy to have a SASE in which morality is 

back, front and center. In fact, a lot of the public debates 

about everything from how much students owe for college 

tuition, to how much someone pays in taxes, versus how 

much people are earning at the bottom versus the top. 

Even the wealth disparities – these are not discussions 

about whether or not having less means that you are hun-

gry, or it is not about, “OK, students owe a lot when they 

leave some of these colleges, but they get jobs.” These are 

moral arguments; this has moved into “There are some 

things that are right and there are some things that are 

just not right.” And the public debates… and then when I 

talk to friends… or you think about interviews you've done 

with people who were business owners, a lot of what they 

talk about in their interactions is, it's a moralized language. 

Even these debates about small-dollar loans and financial 

inclusion are in the moralized language of “Who is a de-

serving debtor?” Which is partly how I ended up writing 

that paper in Sociological Theory on the social characteri-

zations of price. 

So there is a sense that there is a deserving and an unde-

serving debtor. There are some people who should be able 

to get a short-term loan – or a long-term loan – they 

should be able to get it very easily, they are deserving. 

Sometimes that language of deserving is cloaked in a more 

technocratic sense of reliability. But often it is, "There are 

people who spend too much, they are not responsible, 

they lack self-control, etcetera, and they are undeserving," 

It used to be "poor" – now, it is the deserving or the un-

deserving debtor. Because when you are participating in a 

financial system, often you are being extended a credit 

card and you've got a credit history. So it is about whether 

or not you deserve to be able to take out a short-term loan 

even if you are paying too much for it. So the fact that 

they have made this moral term and focus on the mean-

ings of economic action and the meanings of market-

based interactions, I think that bodes well for an interpre-

tive, meaningful sociology of the marketplace. 

19 That is very interesting because of all these studies 

which have said that it is the rise of these systems of classi-

fication – if you think about Marion Fourcade and Kieran 

Healy’s work, histories of credit, that literature seems to be 

saying that there is very little discretion there on the deci-

sions. But I guess if you look not at individuals, not at 
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mortgages, but if you look at businesses, business is less 

automated, too. 

Yes, business is less automated and if you also look at the 

debates that the regulators have... there are so many dif-

ferent offices that are regulating the one thing – you learn 

this the hard way – and you might have three regulatory 

offices lined up to say: "Poor people should be able to get 

loans at a reasonable rate," and you have another one that 

blocks it and says: "Actually, poor people just need to 

learn how to live on less. If you can't afford it, you can't 

afford it." Then you need to just have more control and it 

does not matter that these proposals are trying to get your 

interest rate down to 37 or so percent, it does not matter 

that APR is much better than 400 percent. They just do not 

want them to do any of it. They think: “If you can't do it 

like everyone else, it's too much.” So they are making 

moral arguments about the poor and their money, so this 

is also a good occasion for returning to Zelizer's Social 

Meaning of Money book and looking at those two chap-

ters on poor people's money. Because that is where a lot 

of the moral debates happen around what types of money 

should be issued to poor people, what types of restrictions 

should be placed on it. Should they have money at all? 

And what is the public imagination of how they are using 

that money? And there's a sense of this frivolous spending 

and this is like, I was very happy to see Joseph Cohen’s 

piece in the Journal of Consumer Culture where he said 

there is this myth of the consumer society and people 

spending on all this stuff, and when you look at the data, 

they are not spending it on jewelry or electronics, that is 

not what has been going up. What has been going up is 

childcare and rent, education. So if you have a relatively 

flat income and it has been flat for a while and the only 

thing that is going up is how much you have to pay for 

childcare, how much you need to pay for rent and what-

ever your education expenses are… Voila! You probably 

need a loan every now and then to bridge. This is not 

rocket science, yet there is a sense that people simply are 

not living within their means and this is much more about 

helping them to discipline themselves, so you are doing 

them a favor by teaching them the “value of sacrifice.” 

20 When you look at minorities’ problems and immigrants, 

do you think this is a heightened moral site where these 

arguments are played out? 

Yes, it is a heightened moral site and there are lots of nar-

ratives about "brown" people and the way they use mon-

ey... there are lots of narratives out there and images out 

there for that. The other difficulty is that, given the big 

differences in wealth accumulation by race and the num-

ber of relatives that you will have in the black or Latino 

household who are not doing as well as you are – they are 

working, they are just not doing very well, financially – 

who then will need a favor, who will call upon you for 

assistance. And so with the safety net being shredded in 

the US over the years, families become safety nets for their 

extended kin, and that need to be the informal safety net 

is heightened in communities of color. Rourke O'Brien has 

a piece out in Social Forces that is really good on this topic. 

He says when you look at black and white households 

holding income constant – so, even when you can have 

the same income as your white counterpart – you have 

negative social capital affecting how much you have left 

over to put into assets and to do asset building. Because 

you have more family members, relatives, who are going 

to need short-term or longer-term loans, and when a fami-

ly member is living paycheck-to-paycheck, gets an unex-

pected expense, they may have every intention of repaying 

the loan... probably not going to happen. Or even if it does 

happen, it comes in such small payments – this is another 

thing that we found that people talk about, they say 

“When you're getting a bunch of small payments in, be-

cause it's such a small payment, you're not sure exactly 

where you're going to put it.” 

21 You don't treat it as a repayment. 

You don't treat it as a repayment because it is just a little 

bit here or there, so it is just like a little extra spending 

money. So, even when you have relatives who are trying to 

make sure that they are meeting their obligations, the way 

they repay you, it does not end up going where you want 

it to go. 

22 And that is exactly why it is so important that you are 

vocal in pushing back on that, in those types of large sam-

ple size statistical studies that would almost cherry-pick 

these individuals and compare them on variables holding 

others like income constant. Whereas you have different 

lengths of circuits beneath each one of them, which are 

filled with these meanings about who you care for, and 

how you valorize those relationships with these loans. 

Yes, and so that has been great to have those conversa-

tions with Anthony and Kristin. I used to go solo on all my 

work when I first started and now, doing this collaborative 

work, it has just been such a gift because at each stage 

someone has some experience or some other kind of work 
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they have done that pushes your head in a different direc-

tion, and it forces you to do revisits to a place and a set of 

understandings that you thought was settled. It’s not set-

tled. So that has been really fantastic. 

Zsuzsanna Vargha: This sounds like a fruitful experience. 

Thank you so much for the interview. 

Endnotes 

1Editor of Socio-Economic Review, former Editor of Economic 

Sociology, the European Electronic Newsletter 
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Journal IntroductionJournal IntroductionJournal IntroductionJournal Introduction 

Social Politics: International Studies in Gender, 

State and Society

The mission of Social Politics is to provide “incisive analyses 

of gender, politics and policy across the globe”. It seeks to 

bring gender, in all its diversity, to the forefront of research 

on states, polities, economies and societies and to situate 

these analyses within international and comparative con-

texts. The journal’s vision is to engage with concerns of 

gender, both as they are articulated by self-identified  

feminist activities and expressed in other arenas in which 

feminists work, such as challenging capitalist practices and 

logics, environmental politics and human rights activism. 

Social Politics’ intellectual roots are broadly located in the 

explosion of theorizing of states and politics sparked by 

social movements of the 1960s and 1970s, and carried 

through to the present in the form of critical, feminist 

work that bridges theory and empirical research. These are 

all vibrant and exciting fields of scholarship in which Social 

Politics has already made a mark. The contributors to the 

journal over the years have investigated the underpinnings 

of social policies as they crisscross public and private, inter-

rogated politics that deepen inequality and institutionalize 

hierarchies and shown the gendered elements of modern 

state power and social politics to be multiple and to vary 

by time and place. The journal has also played a leading 

role in bringing gender into mainstream scholarship – es-

pecially on the welfare state – while pioneering new con-

cepts and approaches for the comparative study of power, 

policy, and politics from a feminist perspective. 

Social Politics aspires to be a trailblazer in the areas core to 

its mission and a vehicle for scholarship of the highest 

standard, both theoretical and methodological. It seeks to 

air a wide range of debates and highlight differences as a 

productive and fruitful route to critical scholarship. The 

recently-appointed new editors – Kate Bedford, Mary Daly, 

Margarita Estévez Abe and Aleksandra Kanjuo-Mrčela - 

intend the journal to be even bolder in its emphasis on 

comparison and ‘talking across differences’. They are are 

actively planning for the journal to have a wider geograph-

ical reach so that it can facilitate dialogue among an even 

broader range of scholars. In sum, the aim is that Social 

Politics will continue to be a leading light in debates and 

new research agendas around gender, class, sexuality, 

race/ethnicity and nation, the politics of global markets 

and economies, transnational governance, and the gen-

dered contexts and contests around care practices and 

policies as  these play out in diverse parts of the world. 

http://sp.oxfordjournals.org/  
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Call for PapersCall for PapersCall for PapersCall for Papers    

Valuation, Technology and Society

Organizers: Hendrik Vollmer (University of Leicester), 

Yuval Millo (University of Warwick), Miker Power (London 

School of Economics), Keith Robson (HEC Paris) 

A Workshop sponsored by Accounting, Organizations 

and Society 

21-22 April, 2017, College Court, Leicester 

A growing number of researchers across the social sciences 

are investigating valuation as a social process. Alongside 

the long-standing interdisciplinary research into accounting 

as social and institutional practice, a number of new fields 

of research and thematic banners have been arising in 

areas relevant to the study of valuation, fields such as the 

social studies of finance and sociological studies of “econ-

omies of worth” (see, among others, Callon, 1998; Boltan-

ski/Thévenot, 2006; Callon/Millo/Muniesa, 2007; Knorr 

Cetina/Preda, 2012; Aspers/Dodd, 2015). Valuation prac-

tices have been studied with respect to the construction of 

markets, firms or states, and they have been associated 

with the making of economic agency in various shapes and 

forms. Technological aspects of valuation from organiza-

tional routines to calculative practices, computer algo-

rithms and information systems continue to figure promi-

nently throughout such research. In particular, valuation 

devices – artefacts, processes or assemblages that enable, 

frame and bring about valuations – have been a focal point 

in interrogating and revising central concepts of social and 

economic theory, most notably with respect to concepts of 

e conomic action, markets, performativity, human and 

non-human agency. 

Despite such common focus, convergence of empirical 

findings is still limited with respect to how the spread and 

use of valuation devices affects the diverse social settings 

in which valuation takes place – and, critically, how the use 

of such devices transforms values and valuations. Recent 

publications indicate that such convergence is increasingly 

coming within reach (Kjellberg et al., 2013; An-

tal/Hutter/Stark, 2015; Dussauge/Helgesson/Lee, 2015; 

Kornberger, Justesen, Madsen/Mouritsen, 2015). We ob-

serve considerable momentum across fields in addressing 

questions such as: how do tools and technologies of pric-

ing, costing, indexing or projecting value change the ways 

people in firms, markets, in the profession, and in everyday 

life value goods, activities, or one another? To what extent 

do valuation devices create novel accounts of value? Are 

there regularities in the types of accounts and accounting 

which valuation devices bring about? In what respect do 

collective valuations change once they are increasingly 

supported by ready-made technologies of accounting, 

measurement and calculation? What is the effect of black-

boxing valuation in artefacts and does the diffusion of such 

artefacts change, consolidate or dissipate economic agen-

cy? To what extent does it decentralise how value is being 

accounted for, e.g., through the use of social media or 

online rating systems? How does the diffusion of valuation 

devices across society affect the work and occupational 

niche of valuation professionals such as accountants or 

market analysts? 

The Valuation, Technology and Society workshop aims to 

build on the wealth of research currently addressing these 

questions by bringing together a broad range of scholar-

ship from across (and not necessarily limited to) account-

ing, finance, anthropology, sociology, economics, history, 

science and technology studies, media studies or social 

psychology. We are specifically seeking papers that use in-

depth empirical analyses of valuation devices in social con-

texts in order to address the analytical and theoretical 

challenges in understanding valuation as a social process 

and indicate points of convergence across cases.  

Indicative themes are: 

� the impact of valuation devices on banking and finance, 

for example, in the delivery of financial services in retail 

banking or the making of investment decisions; the extent 

to which the use of valuation devices has brought about 

and supported new forms of recruiting clients or interact-

ing with stakeholders; the impact of valuation devices in 

creating new lines of business, for example in the emerg-

ing fintech sector and in blockchain banking; how valua-

tion devices have transformed markets and organizational 

cultures through dynamics of disruptive innovation, pres-

sures to innovate or the recruitment of IT talent. 
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� the mobilization by valuation devices of different types 

of qualitative and quantitative data, algorithms, ratings 

and rankings; the ways in which they make use of ‘big 

data’ and internet traffic; how valuation devices make use 

of mobile computing. 

� the effect of valuation devices on technologies of the 

self through the introduction of new forms of measure-

ment and value, for example, in health and personal fit-

ness; how mobile or ‘wearable’ technologies are part of 

broader information systems in tracking fitness or risky 

behaviour; how valuation devices contribute to the man-

agement of populations. 

� how valuation devices affect the construction of social 

problems like economic growth, climate change, air pollu-

tion, immigration, public spending or sustainable develop-

ment; how the scope of valuation has been extended to 

take into account social and environmental impacts of 

organizational action; the effects this has had on finance, 

investing and the management of risk. 

� the involvement of valuation devices in processes of 

reorganization and reform; their roles in dis-assembling 

and re-assembling organizations and institutions. 

� the effect of valuation devices on the competition 

among professions over the recognition of expertise and 

the struggle over professional jurisdictions; whether valua-

tion devices instantiate particular forms of ‘adversary ac-

counting’. 

� how valuation devices affect the very logic of account 

production, for example by involving customers and clients 

in the construction of ratings and rankings. 

� whether there is a specific role for valuation devices in 

valuing objects that are unique and ‘singular’, for example, 

rare items or works of art. 

� how different forms of social science contribute to the 

development of valuation devices;  whether novel forms of 

social science are made possible through the use of valua-

tion devices in society; the roles of accounting in exploring 

these possibilities. 

We believe that social science has much to gain from a 

more continuous understanding of how accounts of value 

are produced and circulated among human and non-

human actors, facilitate action and organization, and un-

derpin markets, networks and institutions. 

Please send an abstract (about 500 words) of your intend-

ed contribution by November 10th 2016 to the organisers 

of the workshop c/o Hendrik Vollmer, hv25@leicester.ac.uk  
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Book Reviews

Book: Vollmer, Hendrik, 2013: The Sociology of Disrup-

tion, Disaster and Social Change: Punctuated Cooperation. 

New York: Cambridge University Press. 

Reviewer: Adriana Mica, Institute of Applied Social Sci-

ences, University of Warsaw, a.mica@uw.edu.pl  

This book analyses activities and patterns of responses to 

disruptiveness by participants of social situations. It looks at 

strategies of coordinating activities and expectations in 

various contexts, such as interpersonal interactions, organi-

zational stress and failure, and violence and warfare. The 

main finding of the book is that there is a certain “rela-

tional bias in strategies of response to disruptiveness” (p. 

235), which manifests itself in both minor and severe un-

settling contexts, in individual and collective responses 

alike. 

What does this mean? Put simply, Vollmer argues that 

when confronted with disruptiveness, the participants of 

social situations focus on status, membership, social capital 

and forming coalitions, while issues such as the gathering 

of information and immediacy of norms and morality fall 

somewhere in the background. In situations when we 

need to interact with unknown participants, or with 

known participants but in new and unknown circumstanc-

es, the classification of others and the self-categorization 

of us in terms of position, membership and relations gains 

priority. This was evident from the responses subsequent 

to the disruptions provoked in Garfinkel’s experiments: 

“What came over you? We never talk this way, do we?” 

But it also occurred in episodes of conflicts between new-

comers and senior members in formal organizations, in the 

sequences of turbulence brought by succession, as well as 

in the dramatic search for alliances during warfare. The 

tendency to pick sides and clarify membership has always 

manifested itself. 

Vollmer reaches this conclusion in an initiative which mobi-

lizes and systematizes theoretical tools from a variety of 

sociological analytical traditions in order to establish the 

basis for a sociological theory of disruptiveness. Figuring 

highly among the resources put to use are the sociological 

theory of framing, keying, interaction order, practical sense 

and expectations. Insights have also been brought from 

the sociology of habitus and social capital, and from histor-

ical and organization studies. The theoretical effort is quite 

fascinating because the material is organized in such a way 

that we practically witness the birth and first steps of a 

new theory. 

But why is a sociology of disruptive events something 

new? And what are its starting assumptions? According to 

Vollmer, sociological theory has indeed, more often than 

not, underlined the significance of disruptions, and their 

impact on social order. Yet, it has so far failed to cumulate 

and systematize the valuable yet scattered input brought 

by sociologists. There are several reasons for this state of 

affairs. The most obvious is perhaps the fact that sociologists 

do not actually differentiate among “[v]arieties of disrup-

tiveness” (p. 207). Instead, they are used to applying a sort 

of “bifurcation of ordinary and disastrous disruptions” (p. 

12), without really taking into account the relation between 

these two opposing manifestations – “sociologists have not 

produced an understanding about how disastrous disrup-

tions relate to the ordinary troubles which researchers like 

Erving Goffman have been investigating” (p.8). 

Vollmer therefore concludes his book with a proposal to 

distinguish different sets of instances within a continuum 

of disruptiveness, from ordinary to critical events – the so-

called “varieties of disruptiveness”, such as disruptions, 

disaster and runs of punctuated cooperation. Whether an 

event resembles more a disruption, a disaster or a run of 

punctuated cooperation is endogenous to the order of 

social situations, and depends on the manner in which 

participants cope with actual occasions. In addition, we 

should also be aware that the characteristics of sequences 

are changing in time, so that what began as a punctuated 

cooperation may take the route of a disaster, and eventu-

ally of normalization. Analyzing disruptiveness according to 

this logic would mean tracing the dynamics which takes a 

case from a starting point C to point E, and establishes the 

shifts in its characteristics and the timeline of these events. 

For instance, this is how the timeline of the Challenger 

accident could be depicted – “[…] the Challenger disaster 

would begin at point C with an instance of punctuated 

cooperation in which coordination is unsettled after which 

some normalization of deviance takes place, before disrup-

tion is marked more explicitly just before the start of the 

shuttle, the disaster takes place, there is a collective after-
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math of blame, and finally NASA finds a normal level of 

response at point E” (p. 211). 

It thus emerges that there are at least two main points 

made by this book. The first argument – regarding the 

relational bias in patterns of response to disruptive events – 

is more in terms of a falsifiable statement. Vollmer has 

already given us food for thought in this regard. He 

showed, for example, that in episodes of the normalization 

of disruptiveness, the “cognitive (what happened when 

and why) and normative (assessments of deviance, sanc-

tioning) keyings” (p. 234) are of the essence and not the 

relational expectations. The second point – regarding soci-

ology as an analysis of varieties of disruptiveness (and not 

of disruptive events sui generis) – is more in terms of a 

theoretical meta-assumption and general methodological 

approach. 

These are both strong and valuable contributions. The 

problem is, however, that they might be too ambitious to 

bring under the same roof. The book might simply set out 

to accomplish too much by advancing both the founding 

arguments of the sociology of disruptiveness and the hy-

pothesis that in the wake of disruptiveness, participants of 

social situations focus on issues such as one’s positions, 

status, membership and building of coalitions. Some in-

consistencies and incomplete thoughts therefore occur 

throughout the book. For instance, the title gives the im-

pression that this is mainly a work about the sociology of 

disruption, disaster and social change, while the process of 

punctuated cooperation is of secondary importance. But 

from the reading, it seems that Vollmer is instead arguing 

for a sociology of varieties of disruptiveness whereby punc-

tuated cooperation, as a set of events within the continu-

um of disruptiveness, appears on an equal footing with 

disruption and disaster. So why is punctuated cooperation 

mentioned only in the subtitle? Another issue is that some 

of the arguments, while interesting, are nevertheless 

caught in a circular logic. For example, Vollmer argues that 

disruptions and disasters are not external events sui gene-

ris, but that they are endogenous to social situations. By 

the same token, it is not disruptions which lead to punctu-

ated cooperation, but punctuated cooperation may lead to 

disruptions. Theoretically, this all sounds fine. But in the 

empirical discussion it was relatively difficult to uphold to 

this theoretical standard. Sometimes, grave varieties of 

disruptiveness were nevertheless presented as exogenous 

impacts on social situations by the author himself – see, for 

example, the discussion about succession, warfare etc. 

While these inadequacies cannot be overlooked, we should 

not let them distract from the main arguments of the 

book. There is certainly a vacant theoretical niche in sociol-

ogy as far as the response to varieties of disruptiveness is 

concerned, and Vollmer’s book undertakes a vital job of 

filling it. 
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Reviewer: Vera Linke, University of Bielefeld, 

vera.linke@uni-bielefeld.de  

Making a Market for Acts of God is an ethnographic ac-

count of the coordinative practices that constitute the 

global reinsurance market. The book contributes to eco-

nomic sociology, more specifically to the sociology of mar-

kets, in that it explores how collective market practices 

generate economic evaluations. Like other social studies of 

finance (Callon 1998; Kalthoff 2005; Knorr Cetina & 

Bruegger 2002), Jarzabkowski et al. make use of practice 

theory. While this practice approach guides their extensive 

empirical research to various sites of market-making (p. 

17), the authors move beyond merely delivering descriptive 

detail. They set out to answer ‘big questions’ (p. 190) and 

apply practice theory to macro-level phenomena such as 

market stability. 

The ethnography starts with two observations. First, it is 

difficult to assess the product that is being traded (disaster 

risk) because of its underlying uncertainty. Since it is im-

possible to estimate the exact time and place of future 

disasters, reinsurances do not know precisely what kind of 

risk will be responsible for triggering later indemnification 

claims (p. 3). Second, the reinsurance market is astonish-

ingly integrated. General norms for cooperative behavior 

are salient, and sanctions for disloyal and opportunistic 

behavior are exercised (p. 55). Moreover, the industry’s 

claim “united we stand, divided we fall” (p. 11) comes to 

life in the practice of “collective risk bearing”, where the 

different reinsurances buy segments of deals at the same 

price agreed upon by consensus. The authors suggest that 

such a strong consensus is, in fact, a solution to the prob-

lem of product-inherent uncertainties. 
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Their central question, namely how the industry achieves 

consensus in practice, leads to the concept of coordina-

tion. Previous studies about coordination in markets, how-

ever, cannot explain the strong consolidation of the global 

reinsurance market. In contrast to traditional markets that 

either implicate face-to-face interactions or heavily rely on 

state regulation, Jarzabkowski et al. characterize the rein-

surance market by the infrequency of its meetings (only 

annual meetings are held) and by the absence of strong 

regulative structures (p. 14). Furthermore, the comparison 

to other financial markets – which, after all, also deal with 

the task of commodifying uncertainty – shows that the 

reinsurance industry does not depend on technologically 

aided information exchange (Knorr Cetina & Bruegger 

2002) or dominant analytical models (Millo & MacKenzie 

2009) to the same extent that classical financial markets 

do. Therefore, the authors suggest a new concept for the 

analysis of reinsurance markets: “relational presence,” 

which they distinguish from the competing approaches by 

calling them “embodied presence” and “response pres-

ence” (p. 16). Relational presence connotes that under-

writers and other relevant actors at various sites in the 

reinsurance industry act through the same means and in 

awareness of each other (p. 188). They simultaneously 

quote for the same deals, use analogous calculative tech-

nologies, and similarly adjust for the existing financial 

commitments and risk appetites of their companies when 

assessing new deals. 

The main body of the book (chapters 2–5) provides the 

reader with a vivid account of those practices within and 

across different market-making sites. The last chapter 

(chapter 6) explores market dynamics and develops the 

concept of “nested relationalities” – the assumption that 

the different market-making sites connect and react to one 

another. Specifically, Jarzabkowski et al. reconstruct 

changes at one market-making site (the cedents) and pro-

pose that these trigger the transformation of general mar-

ket characteristics: The market for acts of god, they tell us, 

changes into a market for commodities (p. 158). In draw-

ing analogies to the subprime mortgage crisis, they argue 

for the imminent instability of the reinsurance market 

when it treats risk as a precisely assessable commodity. 

Though this generalization only appears in the last chapter, 

it builds on assumptions that are implicit in the preceding 

ethnographic parts, namely that the former market for acts 

of god was actually “able to financially trade” (p. 182) in 

disaster risks, as its practices were a solution for the un-

predictability of underlying events. How do the authors 

argue in the case of market instability? 

Starting in 2010, one of the largest global insurance com-

panies begins to retain more of its less extreme risks and 

reduces its 240 reinsurance deals (including a wide range 

of risk types and territory) to just 5 “bundled” deals that 

cover their entire portfolio (p. 159). As more insurances are 

able to carry more risk by diversifying their portfolio them-

selves, they leave only the more extreme events to the 

reinsurance industry, therefore making the latter more 

“catastrophe-centric” (p. 163). This change in the cedents’ 

behavior confronts underwriters at reinsurances with the 

more complex bundled deals, as well as with more infre-

quent, incalculable events. Jarzabkowski et al. portray the 

industry as agitated about those developments, since the 

reinsurances had never focused solely on extremely seldom 

events and accordingly do not have experts “who can 

calculate super catastrophe” (p. 165). Even if deals can be 

evaluated technically (through models similar to the Black-

Scholes one), the market for acts of god relies heavily on 

something the authors call “contextualizing.” Contextual-

izing modifies any kind of formalized evaluation by taking 

into account the more specific attributes of the deal, the 

relationship to the client, current market dynamics and the 

reinsurance’s own risk portfolio and risk appetite (pp. 89, 

175). Since the practice of contextualizing is extremely 

specialized with distinct “epistemic cultures” (p. 101) and 

therefore said to be incommensurable, the evaluation of 

bundled deals is difficult to manage within those old struc-

tures. Jarzabkowski et al. suggest that the processing of 

bundled deals leads to a strengthening of the commen-

surable technicalizing aspects of evaluation at the cost of 

contextualizing. Increasingly, risk becomes “a commodity 

that may be relatively precisely valued and traded” (p. 

182). The overreliance on the technicalizing aspects of 

evaluation, i.e., on models, disconnects the commodity 

from its underlying “reality” (p. 176) and therefore renders 

reinsurance markets potentially unstable. Although this 

change of coordinative practices that stabilized traditional 

reinsurance markets presents an interesting case for re-

search (especially in light of the numerous crises in other 

financial markets), the book’s claim about the instability of 

the global reinsurance market requires further empirical 

support and reflection, as well as conceptual specification. 

For the argument of market (in)stability, Jarzabkowski et al. 

gather empirical evidence from traditional reinsurance 

settings. While this enables them to speak about changes 

to this one setting, the analysis of general market dynamics 

remains somewhat speculative. Other actors (apart from 

reinsurance companies and their employees) either appear 

as triggers for change or are only briefly touched upon 
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without giving details about emerging calculative practices. 

The study, for example, mentions that the current use of 

correlation techniques in insurances differs from the tech-

niques of risk diversification in reinsurances (p. 179) but 

does not explain how so. Though hidden from the view of 

reinsurers, it might just be that insurances, as they attempt 

to diversify their portfolio in order to retain more risk, as-

semble and apply contextualizing expertise (either by re-

cruiting their own analysts or by buying analytical compe-

tence from external providers). What the authors witness 

does not inevitably speak of a new overreliance on models 

and a market that is “losing a sense of reality” (p. 178) but 

possibly tells us something about the organizational and 

professional problems of reinsurances being forced to 

accept a specific, predetermined portfolio. This, admittedly, 

is an issue for small reinsurances, since they do not have 

the capacity to cover expertise for all kinds of risk and 

therefore cannot contextualize the information condensed 

in bundled deals (p. 176). Nevertheless, it does not explain 

the assumed misalignment between “reality” and models, 

nor is it sufficient evidence for the drastic consequence of 

market instability that the authors predict. Jarzabkowski et 

al. run the risk of becoming too immersed in the self-

descriptions of experts in the field, as they center their 

observations mostly on one type of market actors (namely 

underwriters). After all, the underwriters’ skepticism to-

wards new calculative practices does not necessarily have 

to be explained by the drastic consequences for the indus-

try as a whole; it could also be seen in the light of power 

struggles and jurisdictional claims of occupational groups 

(Abbott 1986).  

Furthermore, the ethnography forfeits opportunities for 

analytical precision, because it does not specify the con-

cept of commoditization. Commoditization refers to calcu-

lative practices that detach an “entity from its particular 

physical or material basis” (p. 71f.), thereby constituting 

tradable objects. Considering its analytical significance for 

the book, the authors devote surprisingly little time to 

putting this definition into relation with other concepts, 

such as marketization. In juxtaposing the market for com-

modities with the market for acts of god, they imply that 

the market for acts of god shows a lesser degree of com-

moditization and that an “increased marketization” and 

“more commoditized products” potentially lead to market 

instability (pp. 174–177). Jarzabkowski et al. establish that 

there is an antagonism between increased marketization 

and stable markets; unfortunately, they do not reflect 

upon the puzzle that the “less marketized” market for acts 

of god is still a market. Commensuration and commodifi-

cation have – to some degree – always been part of 

(re)insurance markets. Insurances frame events in econom-

ic terms and thereby construct a good that they call risk 

(Dean 1998; Ewald 1991; Zelizer 1978). The empirical 

observations in Making a Market even show that under-

writers do actually compare risks across epistemic cultures, 

as they describe their deals in the commensurable terms of 

rate of return, risk appetite, and risk diversification (pp. 65, 

67f.; 71f.). Do Jarzabkowski et al. insinuate that a semi-

commoditization, a continuous distrust in commodifiability, 

is necessary in order to have a stable market? In focusing 

on the transformation from a market for acts of god to a 

market for commodities, the authors portray the former 

reinsurance market as being in a state of equilibrium with 

just the right amount of commoditization. This interesting 

but surely controversial position on market stability would 

have benefited from a more extensive discussion. 

Though the authors’ conclusion about the cognitive limita-

tions of technicalized evaluations does not fully convince, 

their rich empirical material allows for another way to 

argue for the instability of reinsurance markets. I will briefly 

indicate how the ethnography supports an argument 

about the potentially destabilizing effects of lost pooling 

capacities and of diminished organizational control over 

price reactivity (see also Heimer 1985). Instead of arguing 

about losing a sense of reality, I suggest emphasizing phe-

nomena of (1) losing traditional pooling potentials and (2) 

of losing the opportunity for payback. 

(1) Solvency is a core issue for (re)insurances and can there-

fore advance our understanding of organizational (Huber 

2002) as well as market structures. Global diversification 

has been an established strategy in the reinsurance sector. 

Even though reinsurances do not know precisely when a 

flood will occur, for example, in Germany, offsetting it 

with other flooding events across the globe or even with 

other types of events will help them remain solvent. This is 

a basic technology of insurance. Even though one does not 

know which individual case will have to be indemnified, 

collecting from a large pool of clients will enable solvency 

on the part of the (re)insurer. The reinsurance market de-

pends on covering many national markets and therefore 

benefits from the cedents’ inability either to identify that in 

global perspective their acts of god may just be statistical 

variations or to find the resources to retain such risks. 

When insurances start to diversify globally, the market is 

left with extremely rare events. Staying solvent by spread-

ing risks globally is one option that the reinsurance indus-

try is increasingly having problems grasping. The market’s 
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instability is not necessarily a result of more complex and 

opaque calculations but rather stems from the fact that 

traditional means of spreading one’s risk are no longer 

available. 

(2) Throughout the book Jarzabkowski et al. give detailed 

accounts of the relevance of long-term relations between 

reinsurances and their cedents, but they don't reap the 

benefits of this insight for their generalizations. It is possi-

ble to interpret long-term relations not just as an infor-

mation mechanism, but more so as another strategy of 

guaranteeing solvency despite the difficulty of evaluating 

the product. Some of the most fascinating passages of 

Making a Market relate to the notion of “payback”. Pay-

back refers to the long-term relations of cedents and rein-

surances through various cycles of hard and soft markets, 

i.e., low and high prices. It is an understanding that rein-

surances will be able to raise prices after a disastrous event 

has happened. After an event, underwriters build up ex-

pectations and collectively bid for a higher consensus price 

– or as one interviewee puts it: “The market wants pay-

back” (p. 36). When alternative financial deals compete for 

deals with the classic reinsurance industry, the former co-

dependence weakens; it becomes more difficult to push 

for higher post-damage prices in order to build up re-

serves. Instead of explaining market instabilities through 

unrealistic predictive techniques, the loss of payback op-

portunities directly points towards systemic problems of 

solvency, and therefore of market stability.  

The biggest asset of this book is its comprehensive ethnog-

raphy. Anyone interested in the sociology of insurance and 

financial markets will profit from having read this striking 

empirical account of the reinsurance industry. The practice 

approach achieves two objectives. First, it covers different 

sites and modes of market coordination such as calculative 

technologies, membership in organizations and expert 

communities. Second, the concept of relational presence 

describes them in terms of their market-making effects and 

therefore explains coordination in absence of face-to-face 

interactions, technological mediation, or dominant models. 

Unfortunately, as Jarzabkowski et al. apply practice theory 

to the “big question” of market stability, the distinction 

between self-descriptions of the field of traditional reinsur-

ance actors and the authors’ explanatory claims is repeat-

edly blurred. Moreover, the authors do not attempt to 

apply this concept to other markets in order to test its 

usefulness in comparison with other explanations, such as 

embodied presence and response presence. How would a 

relational approach rewrite what has been said about pro-

fessions, networks, and norms in other markets? Since 

most sociological work can be said to be about “relations” 

(Fourcade 2007), such demarcations would have been 

helpful in clarifying the analytical benefits of practice theo-

ry. In the end, Jarzabkowski et al. present an intriguing 

argument but leave quite a few central questions unan-

swered. 
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Microfinance has become a very popular development 

tool. It originally started as a purely philanthropic endeav-

our to end poverty but it has now become an integral part 

of mainstream financial markets. My project explores the 

political economy of this expansion of microfinance into 

global financial markets. Specifically, I examine the German 

banks’ engagement with microfinance from the 1990s to 

the present day. Traditionally, banks had little interest for 

these very small loans and informal markets which implied 

relatively large administrative costs, higher risks and little 

returns. I therefore aim to understand the reasons and 

ambitions of German banks to get involved with this de-

velopment endeavour before it became so popular for 

private capital in the mid 2000s. 

Using a historical-institutionalist account, my project con-

textualises the turn of German commercial banks to micro-

finance within the trajectory of the German financial sys-

tem. Methodologically, using semi-structured interviews 

and annual reports and other documents, I trace the spe-

cific microfinance practices that Deutsche Bank and Com-

merzbank adopted. These organizations’ microfinance 

strategies relate to the challenges they faced in becoming 

global investment banks. Whereas Deutsche Bank mainly 

engages with global funds and complex financial tools, 

Commerzbank focuses on market development in South-

eastern Europe. I aim to make a three-fold intervention 

with my project: 

Firstly, I aim to broaden the geopolitical focus of Anglo-

Saxon financialisation and development and explore the 

involvement of German commercial banks who claim to be 

pioneers of microfinance. Contrasting the two countries 

can deepen the understanding of how developments with-

in countries with differing political-economic backgrounds 

shape (micro-) finance practices and how these practices 

interact with their national interests as well as their specific 

financial lineages. 

Secondly, I am interested in the different kinds of innova-

tions around the securitisation of microfinance which ena-

ble global banks to trade micro-debt that was previously 

inaccessible for global commercial institutions. Much re-

search has focused on the innovations that create “poor-

appropriate” financial tools for micro-borrowers whereas 

the different techniques necessary for global banks to deal 

with tiny, informal loans have received less attention. The 

microfinance practices of German banks differ substantially 

between the individual banks as well as from their previous 

engagement with social responsibility. 

Finally, I am interested in the role of development institu-

tions and the German state. Microfinance is often por-

trayed as a tool of neoliberalism in which states retreat 

while private capital and financial markets expand. Howev-

er, I show that Western banks have collaborated closely 

with state-owned development banks to find lucrative 

ways to securitise microfinance. The involvement of finan-

cial guarantees for microfinance products by the German 

state has been crucial in steering investment into micro-

finance. 
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This thesis aims to study the structural aspect of foreign 

trade related to the notion of the nation-state in the con-

text of a globalizing economy. In economic studies of for-

eign trade we seldom encounter the nation-state as a 

functional variable, although much of the data on which 

all trade analyses are based are obtained from national 

statistics. In the case of international trade studies, the 

notion of trade partner has received little attention and the 

role of the state is limited to a protectionist/anti-



PhD Projects 

economic sociology_the european electronic newsletter  Volume 17, Number 3 (July 2016) 

56 

protectionist guard in a world of horizontal corporate trade 

networks, downgrading thus the important aspect of na-

tion-structure within the international economic field. But 

the notion of trade-partner is not only an economic con-

cept, but a political and a sociological one as well. 

Using trade share data, I disentangle the web of all trade 

partners for each country for whom the trade share ex-

ceeds 1% and work out the global trade structure at the 

meso-level of the nation-state.1 I analyze how these struc-

tures, which do not necessarily constitute a network, 

evolve through time and what the implications are for the 

economic relations between nation-states. I depict trade 

shares similarly to a world trade-partner map,2 and include 

multilateral imports and exports for 1896, 1906, 1965, 

1980, 1995, 2005. I compare structures across this time 

horizon taking into consideration historical specificities. 

Some of my findings are that in a century’s time interna-

tional trade structures shift only gradually and so it is plau-

sible that they could be situated in a long-wave perspec-

tive. At the same time, they correlate to shifts in power 

and hegemony in the international economy relating to 

specific nation-states. Regionalism in international trade 

appears to be a field structured by the gravitational force 

of specific nation-states, elaborating thus the argument of 

Fligstein (2001) that global trade refers to a well-

established trade between the leading regional economies. 

Structurally the change in trading patterns seems to fit a 

theory of an international economic field similar to that of 

Pierre Bourdieu (2005) where the nation-state replaces the 

firm as agent. In addition, each nation-state seems to have 

a gravity effect in the international economic field.3 But 

not all nation-states’ gravity effect and dynamics seem to 

have the same effects on international trade structure. 

Nevertheless, this combination of long wave theory and 

economic field theory clears a path for constructing a 

component of a temporal-structural non-deterministic 

model of economic change. 

Endnotes 

1For the late 19th century I use data from Statistical Abstract of 

Foreign Countries. Part I-III. Statistics of Foreign Commerce, De-

partment of Commerce and Labor, Bureau of Statistics, Washing-

ton, 1909. For the late 20th century I use data from United Na-

tions, International Trade Statistics Yearbook, various years and 

the UN Comtrade Database. 

2A similar thought is set in motion in the work of Grotewold and 

Grotewold (1957) but it restricts itself to a single trading partner 

due to the kind of depiction that it adopts (cartographic maps). As 

a result the global view is lost. 

3As theorized by Martin (2003). See also Fligstein, McAdam 

(2012). 
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Between 2011 and 2015, the development of an illegal 

dollar market has acquired a growing economic, political 

and social relevance in Argentina. Increasing inflation rates 

opened intense discussions about the value of the local 

currency, and the external constraints of the economy led 

the national government to introduce strict regulations on 

the foreign exchange market, in order to address the lack 

of dollars. Beyond the importance of this market in terms 

of its volume of transactions, its sociological significance 

lies in its capacity in highlighting deeper dimensions of the 

logic of Argentine capitalism, showing the extension and 

consolidation of multiple illegal yet legitimized practices in 

the local financial community. This transactions and its 

object of exchange, locally known as “blue dollar”, are 

also productive to observe significant long term practices 

that shape the local financial cultures where the dollar 

itself is more than the numerical reference for the currency 

exchange but a true social and cultural value. Through a 

qualitative research approach, this project aims to charac-

terize the “blue dollar” market from a socio-cultural per-

spective. This means, by apprehending the illegal practices 

as manners of acting, feeling and thinking that are crystal-

lized in material, but also cognitive and evaluative struc-

tures created and recreated in the local financial communi-



PhD Projects 

economic sociology_the european electronic newsletter  Volume 17, Number 3 (July 2016) 

57 

ty through specific social ties and dynamics. The articula-

tion between the theoretical perspective of what can be 

seen as cultural studies of the economy (the contributions 

of Marion Fourcade, Jane Guyer, Kieran Healy, Michèle 

Lamont, Jens Beckert and Viviana Zelizer, among others) 

and cultural criminology (outlining a tradition from Edwin 

Sutherland to the subculture theories and its critics) allows 

for rethinking the tensions between the normative and the 

moral dimensions of these economic strategies. After a 

socio-historical reconstruction of the recent process of 

financialization of the local economy in order to compre-

hend how illegal currency trading became a regular and 

extended practice in the local financial community, I focus 

on the description of the heterogeneity of financial and 

commercial agents (as well as their business strategies) that 

shape this complex network of financial intermediations as 

a liminal space between what is legal and illegal. As well, I 

analyze the set of meanings and values that configure the 

“blue dollar” as a currency that is illegally traded but legit-

imately earned or saved, and also define its exchange as an 

illegal practice but not criminal or immoral. These construc-

tions are related to the ways in which financial agents 

define the social function of the market and distinguish the 

currency they trade (producing moral differentiations be-

tween “white”, “black” and “blue” dollars), as well as 

their insights and judgments about the legitimacy of State 

intervention over the economy and the capacity of the 

national currency to fulfill the principal monetary functions. 

Finally, the thesis also attends to the public debates over 

this illegal market, since the “blue dollar”, its price and its 

forms of exchange acquired not only great visibility in the 

public arena, but also became the object of political dis-

putes between multiple agents and social discourses that 

seek to either legitimize or criminalize those practices. In 

conclusion, the project suggests that the illegal dollar mar-

ket does not operate in opposition to or beyond the formal 

financial institutions, nor is it opposed to extended beliefs 

and values that organize our economic culture, even 

though it may contravene foreign exchange regulations. In 

these transactions, a powerful and socially legitimated 

cultural (and moral) grammar is produced and reproduced, 

allowing us to understand why it is not a taboo to buy and 

sell “blue dollars” in the local financial market. 
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In my dissertation project I explore the ascent of financial 

literacy education as a policy project, and ask how it 

changed in the course of the recent crisis. The question I 

am interested in is how different actors have understood 

the issue of financial literacy and which narratives have 

become dominant at the EU, US and OECD level (since the 

mid-2000s). Has financial literacy been a project favouring 

the spread of financial rationalities or rather a consumer 

protectionist one? Also, to which extent has the subprime 

crisis served as a narrative anchor point for proponents of 

financial literacy? I argue that a view on narratives can help 

identify key coalitions and opponents of financial literacy 

education and lets us understand the role of ideas and 

policy frames in the promotion of and opposition against 

financialization. 

Financial literacy education has been a core ingredient of 

the rise of a mass consumer culture in finance, but an 

equivocal one. The concept’s appeal was nourished by its 

own ambiguity: while some of its proponents emphasize 

the importance of changing consumer behaviour towards 

more risk-friendly stock market investment, others want to 

see it as a project of consumer protection against financial 

industry. How can this coalition of proponents between 

industry, public administration and consumer groups pos-

sibly be holding together? Which actors were excluded and 

which ones included? 

By analyzing publications such as reports, consultation 

responses, press releases by, and interviews with, major 

actors in the field such as public administrations, financial 

industry, consumer organizations, and academics, I want 

to gain an understanding of how they saw financial literacy 

education and how that perception changed in the crisis 

years. In order to identify key actors in the field, the project 

will additionally draw on network data that comprises 

global financial literacy summits, conferences and advisory 

groups both in the EU and the US. The project thereby 

combines methods from discourse analysis and social net-

work analysis. 
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Following other scholars from international political econ-

omy (e.g. Blyth, 2002; Schmidt, 2008), I argue that ideas 

serve the purpose of forming discourse coalitions (Fischer, 

2003). This approach transcends the borders of classical 

interest-group research (Korpi, 2006) which focused rather 

on resource mobilization as the main element of explana-

tion. 

By identifying key narratives of financial literacy education 

and at how they are shared among different actor groups, 

I thus aim at explaining how ideas of personal responsibil-

ity and financial market participation have spread through-

out civil society actors and policy-makers. Insights from this 

analysis could thus contribute to an understanding of the 

political repercussions of financialization (van der Zwan, N., 

2014) in terms of rationalities and policy frames. 

Furthermore, by examining financial literacy narratives 

across time, the project can identify how large-scale events 

may change actors’ perceptions of the norms that can 

legitimize reform proposals. This research can thus show 

how discourses of financial literacy education changed 

from an investor-oriented focus (risk diversification of in-

vestments, pension planning) to rather debtor-oriented 

issues (sustainable management of personal budgets, 

choosing the right mortgage contract) in the aftermath of 

the subprime crisis.  
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