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A MESSAGEFROM THE CHAIR

| am privileged to welcome you to tlage you to forward your reactions t
first issue éfccouradited by our new these features, as well as your own ¢
team of University of Michigan docto servations. To submit, just send
students: Maria Farkas, Dan Hirscemail message to the student editors
man, Erica Blom, Russell Funk, aaccountseditors@umich.edu
Lotus Seeley. My enthusiasm is te

pered somewhat by the fact that we Please be sure to keep a spot on y
currently in the midst of what marc al endar f or next
observers view as the most serious ing, from Augustlf in San Francisco.
nomic crisis since the Great Depress We have four regular sessions plann
As economic sociologists, we havto n 0Soci al |l nequ
unique opportunity, as wellas anolment , 6 oOPol i ti cs
gation, to address this situation. Tand the Organization of Economic

events of recent weeks have made«Li f e, 6 and (joint with th
the value of Karand gender) 0 Getndmerr, e-t he
garding the importance of the stateand Wor k. 6 Details of t h
managing a market system. But a along with the organizers and contact

understanding of the crisis will requ information, are presented in this issue.

sustained attention, and the kind In addition, we will hold a special or~

broad, critical thinking that has char hour invited session, prior to the se¢!NSIDE THIS ISSUE
terized our field. tion business meeting, on the curre

Performativity and the

economic/ financi ¢ Crisis An Interview witd T D €

In this issue, and subsequent ones, council members, officers, and | heé  Donald MacKenzie
will discuss and present recent socdecided that all four of our regular s
logical work on financial markets. Tlsions this year will be open submiss
issue includes an interview with Don We therefore encourage all of you Markets
MacKenzie, who discusses the coniconsider submitting papers that ¢
of performativity and his observatic relevant to the above topics. Feel f
on the causes of the current finanto contact any of the organizers if y1 2008 Economic Sociol
situation, as well as a discussion by are unsure about whether your paj  Award Recipients and
rald (Jerry) Davis, from his forthcomii fits. We are also presenting two awa 0" hominations for 20

Sel ections

SASE Call for Papers

new bodkanaged by thg

fro

gy

all

bookManaged by the Markets: Ho\ this year: the Zelizer Award, which tt§ ASA Session Announcgments

nance F&haped AmeriCxford, year will be for the best paper publist
2009). In future issues we hope to ciin either 2007 or 2008, and the Bui.
tinue these discussions, and we enc (Continued on Page
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A MESSAGEFROM THE CHAIR (CONTINUED )

Award, for the best paper by a grad balance sheet that will ensure the
student who has not received his ortinued strength of the section. |
degree prior to March 1, 2009. T want to convey my appreciation to
award committee chairs are M secretaryreasurer, Marc Schneibe
Schneiberg for the Zelizer Award, iand our council members, Nina |
Damon Phillips for the Burt Awardelj, Mary Blairoy, Marion Fourcadg
More information on these awardsBob Freeland, Kieran Healy, Da
also presented in this issue. Phillips, and Ezra Zuckerman. And
but not least, | would like to thank
Finally, one of vy e aAcdweslitors at DukeRyan
my brief tenure as section chair is Denniston, Lane Destro, Nathan |
much easier my job has been mactin, and Lijun Sandor their advice ir
those who came before me, as we helping our current editors to get th
those who are currently serving.up and running.
would Iike to es I
chair, Lisa Keister, who not only diiTo our section members, we look
terrific job leading the section but wward to hearing from you during
has also been an enormous help ilyear, and to seeing you next summ
transition. Lisa has left the sectior San Francisco.
great shapewith 761 members as ¢ Mark Mizruch
our last accounting, as well as a he University of Michigam Arbo

2008 -2009 A CCOUNTS EDITORIAL STAFF

(From left to right and top to bottom)  towards economic sociology and re¢
Erica Blom: Erica is not entirely certait work on performativity. His current pu
her specific academic interests yet, but is trying to figure out how national inc
lie somewhere between economic, e statistics came to be so important.
ronmental, political, and comparati
historical sociology. Ultimately she hcRus s el | Funk: Rus
to convince corporations and governm ests are in the areas of economic and
that supporting small, organic farmcal sociology. His past research has
practices and sustainable resource meined how the occupational cultures o
ment will save the world and be good ferent areasf medical specialization h
business, too. adapted to the emergencdeaetbpment
of the bioethics movement. Russell ig
Maria Farkas: Maria studies the relatiol interested in the study of occupations
between business and society, partict hopes to find one after graduation.
the cultural regulation of business. St
currently fascinated by the recognition Lotus Seeley: Lotus is a studen
construction of new phenomena in ins Women's Studies and Sociology wit
tional fields. search interests focused on ladies an
gender and work, and poststructur
Dan Hirschman: Dan started his acad political economy. Her goal for the fu
life as an immigration scholar intereste is to produce a genealogy of the secr
remittances and development. A fascin profession; her heroine is JK Gib
with economics and economists led Graham.
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The Society for the Advancemé&itoioSocs
Call for Papers and Sessions

Capitalism in Crisis: V

Economic Regulation and Social Solidarity

After the Fall of Finance Capitalism
Paris, France, Julyl862009

To paraphrase the ancient Chinese curse, we have #mel guoestomic, social and political uncertainties. Whaj is the
tionable privilege of living in interesting times. As theftgaemtfor the social and political institutions that support
financial crisis made agonizingly clear, the future of egalitalian forms of capitalism? How do contempordry de-
ism is up for grabs and, at a minimum, the years ofvedmtilments resonate with historical turning points thgt gave
eral triumph have come to an end. One craves a langernoathe development of key social and political ipstitu-
this dark and troubling moment, and the 2009 annug@bresth\We also welcome contributions that comparelevolv-
ference of the Society of the Advancement -of i8gdiorms of capitalism in developing and transition|jsocie-
Economics will provide illumination into the crisis atesjtand papers that contrast institutional developnjent in
aftermath. these countries with changes in developed countries] Schol-
ars might choose to investigate the challenges posed]by glob
First, we encourage scholars to explore the causeslinatiba, the transition to a service economy, immiggation,
current economic decline and their implications for fimashesal integration (and disintegration), and religiqus or
of regulating advanced capitalist economies. What lebrieestrifé and to explore how various institutiogal
the impact of globalization without regulation and deealthg at the national and international levels interdct and
current crisis signal a death knell forfédisseapitalism?espond to contemporary challenges.
How have different countries and regions attempted to man-
age the transition to {iedtstrial capitalism and wHati nal | vy, while the |itefatdt
models have worked best to weather the current ecompitalcsm is vast, it has paid little attention to the dyfpamics
upheaval? What will be the role of the state and piflitltahge in contemporary capitalism and, rather, haq identi-
contestation in the transition to a new regulatory regifreglafistinctiv®yet statié constellations that are linked o
in managing pdisiancial, pestdustrial capitalism? varied political and policy outcomes. The enormousjprob-
lems we face in the tw4ingy century require scholars fp
Second, we welcome contributions that consider whetlerbeyond the traditional compardtiset i ¢ s Joco
economic efficiency can be reconciled with social salidarite 6 o f institutional nal
under the new rules of capitalist competition. Institttisigdits from their specific empirical studies to deveI‘E) new
arrangements supporting managed capitalism hagenbeets and tools for analyzing institutional change fpday.
challenged by new market pressuriberadadeology,

Paper and session proposal submissions $frgaluevould like to advertise your conferepce

January 15, 2009. or call for papersfiocounsend an email to
For information on how to submit, as well as  the Accounts Editorial Team at
travel awards, graduate student stipends, accountseditors@umich.edu

registration costs, and more visit:
www.sase.org
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PERFORMATIVITY AND THE FINANCIAL CRISIS
AN INTERVIEW WITH DONALD MACKENZIE

Q: Your previous work focused on diverse tqmastiorthevas hooked!
sociology of science, from 19th century statistics to

nuclear missile guidance. How did you bec@né&ontbese who may not have read much in the poci-
ested in economics in general, and finance olquyriafuinance, how would you describe the colpcept
lar? of "performativity"?

A: My background is in the sociology of scieAcAs f ar as | am aware,|| th
and technology. Apart from the first pieceveds coined by linguistic philosopher J.L. Austin,
work | did, on the development of mathematighb used it to refer to utterancedd@ne-

statistics, which was my PhD thesis andthamg, rather than simply describing an already

dbacademic6 study, | existing state af laffaies ylfsfor éxaniple,d amtlate ||s e |
topics that have important implications forpeoer a meet i ng, and whej|n |
pl eds lives. I n the gliaztee 61 %90esn Imywaust tjeursatn fei n

project on safetsitical and secusijtical  previous state of affairs: it brings that state of
computer systems and starting to look aroafidirs into being. My uttergae apology; it

for something new, when my then head ofides a oOperformative uttiprar
partment, Colin Bell, passed me a copy of Peter
Ber nst eAMgaidssthe Gatlswtkgfthe So t he 1 dea of operforjmat
book is history of statistics and was therefor@ technical fields (in which | would include
familiar to me, but | got fascinated by the fie@bnomics) do not always simply describe an
chapters that described the development ofatfeadyexisting external world, but change that
modern economics of finance, and in particularid, for example sometimes bringing into
by Bernsteinds di s c bengtheostate offaffaits that they netertg €he cje o
the Blackcholellerton option pricing model. key author who made us systematically aware of
(An option is a contract or security that giveshis aspect of economics is the French sociolo-
holder the right, but does not oblige him or hgist of science and economic sociologist Michel
to buy an asset at a set price, or in an altern@alen, in particular in his 1998 edited book,
form of the contract, to sell at a set price.) ITlse Laws of the M&#&asider, for example,

the kind of topic that is attractive to a sociolotistBlacEcholeslerton option pricing model.

of science and technology! TheSBlaales Before it was formulated at the start of the
Merton model involves stochastic calculus19$60s, observed patterns of option prices fol-
we are dealing wit h lesvedrtleet pneceptyg ofgheintodel anly eecyh rfi c a
but something technical that has major implicaghly. After the model was adopted by option
tions for peopl eds Itraderg the fib etoveen theemodef andtithte enarg | e a t
portance of the finance markets. From that improved considerably. The reasons why are
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complicated, but one factor was that traders
started to use the model to exploit differenEsen the most experienced banker cannot value
bet ween market pr i c easollakeralized tdébieobligaticsh gubt dys reaging s
lates, and in so doing moved patterns of piitseprospectus: such a CDO will have lots of
towards the model 0s dfferenttbarlovaeetséshe pool of debt that un-
derpins it, and you have got to understand not
That is a strong form of performativity: the ysgst the risk of default by each individual bor-
of the model helping bring into being the pawer, but also the interrelatedness or correla-
terns postulated by the model. But, more geon of defaults. Mathematical models were es-
erally, economics (and related areas of maskatial in making credible knowledge of the
activity, such as accountancy) often do not pinoperties of complex instruments of this kind
ply describe states of affairs: they influepossible. Without that credible knowledge, it
those states of affairs. would have been much harder to package and
sell on mortgages and other forms of debt. And
Q: What connection, if any, do you see betweadiolih¢he capacity to do that, there would
performativity of economics” and the currenti@vanbegn a lot less irresponsible and predatory
Crisis? lending.

A: | see lots of connections. Mathematical mQdWhile no single story has yet become the dom
els are central in creating the situation that nmaaleative of the current financial crisis, econo
the crisis possible. As is well known, its cormalels and financial products are seen as key pi
subprime mortgage lending in the US, whiaghderstanding the collapse. What explanations
would not have reached anything like the scaleomomic sociology, and the sociology of financ
did had it not been possible to sell on the rgzaticular, offer for the current crisis that journalis
tant mortgages in the form of bonds, andptditicians or economists might miss?

package those bonds into even more complex

financial instruments, such as collateralized Aebthink that a key insight is provided by Bruce
obligations, or CDOA.CDO is an instrument Carruthers and Arthur Stinchcombe in their
via which, in return for payments, investgsa per o0 The Soci daheonst r u
absorb losses resulting from defaults in a pcamadfSocie®y (1999): 35382. They point out
assets such as bonds and loans. CDOs atieatimarket liquidiéyplentiful borrowing and

vided up into a hierarchy of tranches. The edaitding, or buying and sellingyi s , amo
tranche, which offers the highest paymentsp#ier things, an issue in the sociology of knowl-
sorbs the first losses, up to a threshold ofefar g e 6 . Believabl e mar

example, 3 percent. Above equity comes adesdit ratings and balance sheets encourage
risky but loweeturn mezzanine tranche otending, active trading, competition and keen
tranches. A typical mezzanine tranche is 3 peing. If credibility is lost, then everyone be-
cent to 6 percent: i.e. it would incur alossonlyo mes wary of l endi ng,
if total losses on the pool exceed 3 percent,aanithcreased proportion of sellers are the des-
would then absorb those losses until tpeyate, who have to accepdieeprices.

reached 6 percent. Above the mezzanine

tranche or tranches are analogoustidkwer That is exactly what has happened. A key issue
lowerreturn senior and supersenior trancheshias been loss of faith in the ratings provided by

tu-

ant
ic
cesin
can

e in
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agencies such as Sketa depemd wpon I&yuidity.orberedissa viaousd
Moody0s. Those r at i argles and éhe ebanking ysystéem is wdrrentyg ¢
claims, key facts about mortgaed securi- trapped in it. It remains to be seen whether the
ties and CDOs. But since the crisis begatnited States Treasury $700 bn scheme will be
early summer 2007 mortgpagked products sufficient to break the vicious circle and re
that the agencies had ranked as investnestablish credible market prices.

grade (even AAA, the top grade) have incurred

major losses and the agencies have had to @wse there particular insights from the sociologg] of

many ratings sharply downwards. To takefiaance that could help policy makers prevent fujure
extreme but not wholctisgs?unt ypi cal case, Mogdy o
downgraded the top tranche of one mortgage
backed CDO by 14 notches. When it was isguddhink that the sociology of finance can pro-
in April last year the tranche was rated Aaayvtte useful insights by showing that markets are
top of Moodyds i nve ntpopulated iy tha abstracs rat@ralendivido-y || N o -
vember, it was rated B2, well down in junk. als typical of economic models, but by embod-
The loss of confidence now extends to bamdshuman beings who are connected by social
For one bank to be prepared to lend to anotieworks, embedded in market cultures, use
bank, the first bank needs to be confident thahnical systems, adhere to particular belief
its counterparty is not going to default. Tisgstems and so on. But we also need to be very
confidence has ebbed away because thechatikus. After a crisis there is always an im-
failures that we have seen, beginning wpititse to come up with regulatory measures that,
Northern Rock in Britain then Bear Stearns inithey had been implemented, would have
Lehman Brothers in the United States, hstepped that specific crisis. But crises do not
shown that even banks that looked sotepeat themselves in any simple way, if only
enough when you inspected their balance sheetaise market participants themselves learn
can actually be in deep trouble. from them. So predicting the mechanisms of the
next financial crisis and finding ways of stopping
More generally, a pervasive issue is that matéra hard task, perhaps an impossible one. We
accounting practice requires most securitiesuto the risk of shutting the particular door
be omarked to mar kethrdugh whioch the tharger haswiost decently fljo r
their balanegheet values to be altered as maplted, when the stable has got many doors,

ket prices fluctuate, and for the resultamto me of whi ch we si mpl d c
changes to be reported in the bankds profjt
|l oss account . Il n mamQy Tell ass & Ktle alboat rydue tpsomiag wokp t |

uid any more, and the only prices you can higlaterial Markets: How Economic Agents are Cpn-
get are fire sale prices, when the holder of a&tseeted”. Who is it for and what is it about?
curity has got into distress and has had to sell.

There is a nasty twist here to the mechamsmilaterial Marketss to do two things. First,
described by Carruthers and Stinchcombei As seeks to encapsul atje t
they point out, market liquidity depends upors o c i a | studies of financ
facts, but marking to market and other faen precepts for work in the field: precepts such
generation mechani snasss | 0f aotdaydnsatftienranéici @lg c na
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ocal cul ation i s di s tcialiinstumeats suehnad CDDa has bdem pro-
on. Then it illustrates those precepts in five su-kc ed, and trying to d
stantive studies: of trading by a hedge funay gfy 6 of t hi s, -generatiri n g
the development of financial derivatives mechanisms and at the changing credibility of
changes, of the practice of arbitrage, of hbw facts they produce. Second, | am looking at
corporate profit figures are produced, andtlté emerging markets in greenhouse gas emis-
the emergence of carbon markets. | certagiyns, and in particular at the issue of
hope that graduate students and other researsha meness. 6 There i s
ers in economic sociology and related fieldsw¥itther a tonne of carbon dioxide emitted in
read it, and maybe the current crisis mightcate placeughtio be equated with a tonne emit-
tract lay readers too. ted or absorbed somewhere else, or with an
equivalent quantity of a different greenhouse
Q: What's next on the agenda for performatyéty. ahdot of the debates about carbon markets
the sociology of finance? come down to people taking different positions
on the issue of sameness, and a lot of the diffi-
A: Predicting what is next is always tough, asliies involved in constructing such markets lie
said in relation to the financial crisis: the niexthe problems of constructing adequate same-
big thing will, I am sure, be something thess.
most of us in the field have not thought of yet!
Certainly, if one construes the research agenda
of the field as ¢ onBonalduMatKenzig is Brofegsaraof fociologyl al
ogy, 06 one that t ak e 2Jniversity of Edinburgh. His tbooks n@udes mb
0 and embeddédchature of economic agentsgine, Not a CaméMIT Press 2006)Cand
their use of technical systems, etc., there Ecanomists Make MarKees®dited with Fabian
great deal to be done. What | am doing myséffusiesa and Lucia Siu, Princeton 2007). His fort
two main things. First, | am looking at haeming bodWagerial Markets: How Economic

knowledge of the properties of complex fin&gents are Constructed
Il

AccounTs NEEDSYOoU!

Have an idea for an issflecoufit§Vant to write a short essay to be featured here? Make a sug
tion for who we should interview next? Send your comments, ideas and submissions to the

accountseditors@umicH.édluhe next issue, we hope to highlight qualitative work in econom
sociology, as well as continue to feature work relevant to the current financial crisis. We pref
missions between 1000 and 3000 words, but please contact the editors before sending in you

theo C
D d i

’]_

S_
Hitors &

r sub-
work.
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MANAGED BY THE MARKETS
How FINANCE RESHAPEDAMERICA
A PREVIEW OF JERRY DAvVISO EW BOOK

[TheAccouriigitorial Team is delighted to prethe transition to pastdustrialism in the US is
sent a preview of Jeamosy complete. e nhaoufatctunirggoseaton ¢ b o
Managed by the Markets: How Finance Restap&dmillion jobs (more than one in five)
Ameridq®xford University Press, expected reluring the Bush years, anevtalcame to

lease May 2009). Below is the preface toetmploy more Americans than the dozen largest
book (also availablpaatfoliosociety.nedand  manufacturers combined.

a special introduction writtedéaourjts

The peculiar American system that ceded social
Accountintroduction welfare functidnsealth care and retirement

The current economic crisis is frequently ca®euritif to corporate employers is on the
pared to the early years of the Great Depwesge of collapse, as the large manufacturers
sion, with financial institutions falling left atitht built the system retrenched or disappeared
right: Bear, Lehman, Fannie, Freddie, AlG, aftdgether. The death rattle of this system was
more to come. The comparison seems owdscured by a housing price bubble, which was
blowrii we don't have 20 percent unemplognabled by a hyperactive market for mortgage
ment just yet. But in one sense, it is apt: welaeked securities. The global market for securi-
in a crisis of economic institutions, not justizzd mortgages allowed homeowners to spend
financial crisis, and it cannot simply be blaimeybnd their stagnant wages through refinancing
on "Wall Street greed,” as one unsuccesafd equity lines of credit. The housing bubble
presidential candidate suggested. (Perhapsapered over the weakness in the real economy,
was recalling a golden age when Wall Streebwdsvas responsible for perhapsaster of
staffed by social workers?) The Obama adnmei-new jobs created in 200%: at the
stration will need to engineer a thoroughgdmegght of the bubble, there were more mortgage
overhaul of the regulatory system, just as Friardiers than textile workers and more real es-
lin Roosevelt did. What is required is not jusaie agents than farmius.it is hard to envi-
reform of Wall Street, but a broader rethinkisign either retail or real estate leading us out of
of the place of finance in a sbased econ- the current mess.
omy.

What is now clear is that the regulatory system
The welbeing of American households is newe have in place is hopelessly mismatched to
tied to financial markets far more extensiwslyat finance looks like today, and how it fits
than ever before, from securitized mortgagés the real economy. The U.S. requires a
and credit card interest rates keyed to LIB@®roughgoing overhaul of its regulatory institu-
to college savings and pension plans that rissioasdfor a sendoased, globalized economy.
fall with the S&P 500, to interstate toll roaflke Obama administration has its work cut out
sold to Australian pension funds by cdshit.
strapped state governments. At the same time,
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Preface* to put your savings. House prices always went

The 21st century began with a series of eqp-so it made sense to buy the biggest one for

nomic jolts, and all of them revolved aroumtich you could get a mortgage. And most im-

finance. The mar ket pdrtantlyptiust tha nmarked: iit speaksewittowise my 6

stocks burst in early 2000, taking with it trdom greater than any of its participants. Even

lions of dollars in paper wealth and dozenthefway people talk had been transformed. Get-

telecom and Internet companies. Theneweton-ng an education became

omy had created its own flavor of scandals, ithpi t al , 6 and getting to

accounting firms, securities analysts, investwesats O0i nvesting i n soci al (

banks, and mutual funds all brought into diste-much a tie to a community as- a tax

pute. Next was an unprecedented bubble edeantaged option on future price increases.

very old commodity, homes, whose collapsihga k espear e wr ot e, oAl I t |

prices humbled financial firms from Wall Straeit | t he me n and women m e

to Zurich, ruined countless homeowners, ahalv, all the world was a stock market, and we

burned investors around the world, while leaxere all merely day traders, buying and selling

ing some of the biggest American banks largelyr i ous species of ocapi't

owned by governments in Asia, the Middig score.

East, and eventually the United States itself.

Rising home prices and easy financing hadTé@nAmerican mortgage meltdown had rever-

jured industries out of the ground, such ba&sations around the world and brought into

mortgage brokerages and finance compagiesstion the creed of the new inrceztens.

and collapsing prices had just as quickly dispfsed onguarter of homeowners with mort-

of them. An administration committed to rgages found themselves trapped by houses

strained government repeatedly intervenedveorth less than they owed, and many of them

the markets to protect the financial system figene compelled to abandon their homes and

collapsing, ultimately engineering the-largesbve on. Entire neighborhoods from Southern

scale intrusion into the American economy s@akfornia to Florida to Detroit were dotted

the Great Depression. with empty houses in foreclosure. Meanwhile,
villagers in Narvik, Norway found that their

The financial bubbles and scandals were acoomeipal budget had been sacked by collapses

panied by their own occult terminology. IP@sthe value of bonds that their local govern-

were infested with spinning and laddering; S@eht had bought from Citigroup, backed by

was harming the market for ADRs; CDOs warertgage payments owed by American property

risky because they contained exploding ARMsulators. Citigroup in turn had to seek capi-

and NINJA loans; and SWFs were either ridaigfrom the sovereign wealth funds of Abu

to the rescue or imperilling our sovereignhabi, Kuwait, and Singapore due to its own

The average per son muiibilliod delfartlossesoObsarsirkg,the mowth e r e

does all this | eave gape crigi® unfold \vad dke watching a game of
cricket: the action didnd

Finance had become the new American stater seemed to end, and it was impossible to

religion. Its converts adhered to a shared crkedp track of all the players. Who was to

Index funds were a safe and remunerative placed bonusbsessed Wall Street bankers, an
overlycautious Federal Reserve, rapacious

* Accourteanks Oxford University Press for allowing us
to publish this excerpt. Direct all publishing enquiries to
Jared Wright jatred.wright@oup.com




