
      Welcome section members to the 
Spring 2009 òStates and Marketsó edi-
tion of the Accounts newsletter! 
      In this issue we have four exciting 
pieces that address the origins of the 
ongoing financial crisis. Monica Prasad 
leads the way with a provocative discus-
sion of the roles that the housing bubble 
burst, financial market deregulation, 
and demand for high-risk financial prod-
ucts played in causing the current pre-
dicaments we are facing in both the 
U.S. and global economy. Next, re-
views of two important new books: 
Paul Krugmanõs, The Return of Depression 
Economics and the Crisis of 2008 and Mar-
garet Somersõ Genealogies of Citizenship. 
Krugmanõs book serves as an excellent 
primer to the current economic situa-
tion by analyzing how lack of private 
spending has led to a number of disturb-
ingly similar crises around the globe 

over the past several decades. Somersõ 
workñthough not a direct assessment 
of the crisisñoffers an important analy-
sis of discourses on statelessness, citi-
zenship, and the promise and perils of 
the free market. This issue also includes 
an interview with Daniel Beunza, who 
provides us with a micro-level under-
standing of crisis as well as a fascinating 
discussion of his work on financial mod-
els and performativity. As a final treat, 
Fabio Rojas has contributed an anno-
tated òblogrolló of blogs particularly 
relevant to economic sociology. 
      We hope you enjoy this latest in-
stallment of Accounts. We welcome sug-
gestions, reactions, and comments. To 
submit, send an email message to the 
student editors at accountsedi-
tors@umich.edu. Lastly, we would like 
to extend a special thank you to all our 
contributors!  
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T HREE T HEORIES OF THE CRISIS 
AN  ESSAY BY MONICA  PRASAD 

Does the economic crisis reveal a deep 
flaw in capitalism, as some scholars have 
suggested? In this essay I identify and 
assess three emerging theories of the 
crisis. I argue that the crisis does not 
reveal a deep flaw in capitalism, but 
points to the urgent need for global 
policies of demand management. 
 

We got into this mess for three main 
reasons: (1) The economic growth of 
many developing countries, and espe-
cially China, led to a dramatic increase 
in savings worldwide, particularly as 
underdeveloped financial markets and 
the absence of developed welfare states 
in these countries led many citizens to 

(Continued on page 2) 
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save rather than spend. This savings glut ñ in 
Adam Davidsonõs immortal terms, òthe giant 
pool of money sloshing aroundó ñ led to a 
much larger number of investors looking for 
things to invest in. 
 
(2) Expectations of stable returns in the U.S. 
drew that money into this country, a process 
that accelerated when financial market deregula-
tion allowed an explosion of experimentation 
and innovation for new ways to make money. 
One of these innovations was to divide streams 
of income (such as from home mortgages) into 
more and less risky parts; package together the 
parts of different reliability; and sell the differ-
ent packages at different rates of interest corre-
sponding to their different levels of risk. This 
process (òsecuritizationó) started in the 1970s 
but intensified in the next decades. One conse-
quence of securitization was that if the bad debts 
could be sold to someone else, then the original 
investor had no interest in actually ensuring that 
the debt was honored, leading to more and 
more hazardous loans being made. Another im-
portant change was looser regulations on the 
debt that firms were allowed to take on to fi-
nance investment, leading to extraordinary rates 
of leveraging. Credit rating agencies were 
caught short by all the changes (and perhaps did-
nõt want to ask too many questions because they 
were getting paid by the firms they were rating) 
and continued to base their ratings on assump-
tions that were no longer true for the new 
schemes. Consequently many investments that 
were actually quite risky were rated as not being 
so, and the investors looking for things to invest 
in rushed into them. 
 
(3) The home mortgage bubble, itself caused by 
a separate set of regulations and deregulations, 
led to a larger number of people buying homes, 
including some who were the victims of preda-
tory lenders; and stagnant wages led to rising 

levels of indebtedness in general. As long as 
property values kept rising, homeowners and 
debtors could borrow against the value of their 
homes to pay off mortgages and other debts. 
But when prices began to decline this was no 
longer possible, leading to foreclosures and fur-
ther declines in homes and, finally, a popping of 
the bubble. When this happened all those secu-
rities that had been built on top of home mort-
gages collapsed, and all the investors from all 
over the world who had put their money in the 
financial products based on those debts lost their 
money. Some financial firms lost so much 
money that they went bankrupt, or were only 
prevented from doing so by infusions of tax-
payer money. All financial institutions became 
much more cautious in their lendingñpartly 
because of lack of clarity in how much any insti-
tution was exposed to speculative derivatives ñ 
leading to a slowdown in the growth of credit 
which has led to a general cycle of reduced 
spending, unemployment, and disinvestment. 
 
The main elements of this story are not contro-
versial, although I have glossed over important 
debates about the details. But what larger lesson 
should we take away? One way to answer that is 
to try to figure out which of the links in this nar-
rative chain are necessary, which are sufficient, 
and which can be ordered into a more compre-
hensive and general explanation. 
 
It would be possible to build a theory of the cri-
sis that begins from the home mortgage bubble: 
this is what many of the theories about preda-
tory lenders, over-zealous democratization of 
homeownership, and stagnant wages and ine-
quality leading to American indebtedness are 
trying to do. If it was the home mortgages that 
were the problem, then the solution would be 
to tighten up on predatory lending, to restrict 
home-ownership, to rethink the whole idea of a 
nation founded on home-ownership, and to pro-

T HREE T HEORIES OF THE CRISIS (CONTINUED ) 
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mote policies leading to less inequality, which 
would reduce the need of households to take on 
debt in the first place. But the home mortgages 
are not necessary to the outcome. They were 
the trigger for the collapse of the banks, but 
without them, the stage was still set for crisis: 
the dynamic of creditors looking for high rates 
of return, extremely high levels of leveraging, 
and financial innovators loosened from regula-
tory oversight and willing to experiment would 
inevitably have blown some minor instance of 
bad debt into a major crisis. In particular, the 
dynamic of the original investors not needing to 
care if the debt was honored would eventually 
have securitized something (social networking 
sites, alternative energy, tulip bulbs) into a bub-
ble, given enough capital, and leveraging ratios 
would have magnified this into a major crisis. 
Subprime mortgages and stagnant wages leading 
to high indebtedness were an important element 
of the way the financial crisis unfolded; but they 
cannot be said to have caused it, because even 
without them, trouble was afoot. They were 
sufficient, but not necessary. 
 
It would be possible to build a second theory of 
the crisis on financial market deregulationñcall 
this the neoliberal theory of the crisis, because it 
identifies the rise of neoliberal policies in the 
US, which spurred financial market deregula-
tion, as the ultimate causal factor. If the crisis is 
defined as the chain of events that ends with the 
slowdown in the growth of credit and bank fail-
ures in the U.S., then this theory is clearly cor-
rect. It is clearly the case that financial deregula-
tions leading to banking innovations led to these 
banksõ failures, and even without the home 
mortgage bubble and the global pool of money, 
sooner or later these banks would have col-
lapsed. The giant pool of money is not necessary 
to this sequence of events; without it, it would 
have taken longer for the dynamic of financial 
innovations based on bad debt to blow up, but it 
would have eventually happened given the gen-
eral attractiveness of well-rated financial prod-

ucts promising high returns combined with 
overleveraging. And the giant pool of money is 
not sufficient to explain the crisis in the U.S., 
because without the architecture of financial 
innovations, that money would have flowed into 
more productive channels. The credit rating 
agencies are an under-appreciated part of this 
story, as they enabled the match between over-
zealous investors and overzealous financial inno-
vators. If these are the main problems, then the 
solution is greater regulationñwhich is clearly 
in the worksñand greater governmental over-
sight of the rating agencies, or even a govern-
mental role in rating financial products. 
 
Thus, if we are looking only at the U.S., the 
best explanation is that the crisis is a function of 
financial market deregulations and aided by the 
failure of the credit rating agencies. So, this sec-
ond way to think about the crisis suggests the 
need for scholarship focused on the origins of 
neoliberalism and the financial deregulations, as 
well as to examination of those faulty signals 
from the credit rating agencies that let savings 
get channeled into fake high returnsñin par-
ticular, the question of whether the credit rating 
agencies could have properly assessed these 
products at all, and if not, then what the role of 
the state is in assessing them. 
 
But what if we look beyond the U.S.? The neo-
liberal theory is a supply side theory, in that it 
sees the primary mechanism being the supply of 
risky and badly rated financial products in the 
US, and implicitly argues that if you build such 
financial products, people will buy them. But it 
is also possible to develop a demand side theory 
that examines the rise of the demand for these 
investments, on the premise that enough de-
mand will lead producers of financial products 
to increase supply. Such a theory would begin 
with the rise of the savings glut in developing 
countries, which increased the amounts of capi-
tal demanding high and safe rates of return, and 
such a theory would point to a deeper factor as 
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the ultimate cause of the crisis: the dislocations 
caused by the growing wealth of large segments 
of the world that were poor. In the last decade 
one billion people have risen above the interna-
tional poverty line, a cause for celebration, and 
also an occasion for thinking about how the in-
ternational system of linkages between states 
will handle this. In the last two years we have 
seen two separate problems, the global food 
crisis starting in 2007 and caused (partly) by 
rising demand among countries whose citizensõ 
standards of living are rising; and the savings 
glut, caused (partly) by the absence of lending 
institutions and welfare states in these countries. 
Although these two crises seem to be unrelated 
issues, they are interconnected: they are both 
symptoms of the absence of investment in do-
mestic consumer markets in China, India, and 
Russia, and the inability of the international 
regulatory framework to channel savings to-
wards meeting demand there. Instead of devel-
oping methods for meeting internal demand, 
these countries have exported their savings to 
the US, enabling its speculative bubbles. 
 
The credit crisis will cause a great deal of suffer-
ing, but will be resolved. The home mortgage 
bubble will also eventually hit bottom. Regula-
tion in the U.S. will become much, much more 
strict and cautious. All that is necessary and will 
happen. But what this crisis should also lead to 
ñ and so far is not leading to ñ is attention to 
the fact that the economic growth of countries 
that have historically been poor is going to re-
quire new regulatory instruments. The current 

crisis does not reveal a deep flaw in capitalism, 
but it does reveal the urgent need for policies 
that will reorient the growth of the developing 
world toward meeting internal demand. Eco-
nomic sociologists wishing to contribute to the 
development of such policies might consider 
investigating the following questions: (1) Did 
the financial deregulations create the òexcessive 
savings,ó by offering phony rates of return that 
were too high to pass up? And what were the 
other causes of the rise of savings? Or (2) did 
the savings create the financial deregulations, by 
making it impossible to regulate during an era of 
easy money? And what were the other causes of 
the financial deregulations? Perhaps most im-
portantly, (3) why did the credit rating agencies 
fail, to what degree did this failure affect will-
ingness to invest in risky products, and can we 
develop better ways of channeling capital to 
meet demands that clearly exist all over the 
world? 
 
Monica Prasad is Assistant Professor of Sociology at 
Northwestern University. She studies how societies 
create and regulate markets, from the state regulations 
of the Progressive era to the fair trade labeling and 
carbon taxes of today. In her book The Politics of 
Free Markets (winner of the 2007 Barrington Moore 
Award) she investigates why the movement to mini-
mize government regulation of markets ñ
"neoliberalism" ñ was so much stronger in the U.S. 
and Britain than in France and West Germany. Cur-
rently, she is studying attempts to use taxation as a 
regulatory tool. 

N EW JOURNAL : REVUE FRANÇAISE DE SOCIO -ÉCONOMIE  

òThe Revue française de socio-économie is a new, multi-disciplinary journal. It seeks to publish articles that 
contribute to a better understanding of actual economic practices. The journal aims to provide a fo-
rum for debating the essential characteristics of socio-economics and is determined to be open to all 
the various empirical approaches adopted in the social sciences.ó For more information, visit the Re-
vueõs website, http://rfse.univ-lille1.fr/index.htm (English-language description here). 
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http://rfse.univ-lille1.fr/projet/editorial_en.htm


Q: Components of your research contribute to our 
understanding of finance by relating science and tech-
nology studies (STS) to economic sociology. Can you 
tell us how you came to consider technology and social 
relations together in order to understand Wall Street? 
 
A: Social relations was my starting point, back 
in 1999. The importance of technology became 
clear on my very first visit to a trading room. 
The bank was in Lower Manhattan. I went in 
expecting to see people shouting, stressed and 
frenzied ð in short, some sort of behavioral eco-
nomics ònativity sceneó. And what I saw was the 
opposite: traders reclining in front of their 
Bloomberg terminals, casually clicking on their 
mouse or chatting with colleagues over coffee. 
At the time, none of this made sense to me ð 
but thatõs how ethnographic breakthroughs hap-
pen. Eventually I realized that I was witnessing 
the òquantitative revolutionó at work on Wall 
Street: the rise of models, computers and elec-
tronics in the capital markets. And that without 
technology, one could not understand these 
modern forms of markets. 
 
Q: What do you feel are the main benefits of merging 
aspects of STS and economic sociology? 
 
A: The emphasis of STS on knowledge and con-
troversy is the best way out of the impossible 
dichotomy between rationality and irrationality. 
Hereõs how I came to see this. One year into my 
PhD, the chairman of a $65 b. mutual fund in 
New York finally invited me to meet one of his 
portfolio managers. But instead of leaving us 
alone, he stayed during the meeting. And that 
was wonderful, because I got to see the two of 
them in action. Like two skilled fencers, they 
talked about investment issues that interested 
them. But instead of exchanging òinformation,ó 

SOCIALIZING  FINANCE :  
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they challenged each otherõs thinking. How they 
categorized companies, for example. How they 
drew analogies. Investors, I concluded, are not 
grouped into informed and uninformed, rational 
and exuberant. They are differently positioned 
along a set of ongoing controversies. 
 
Q: Some of your work includes ethnographies in ac-
tual trading rooms. How was this experience for you? 
What are a few of the things you witnessed that stand 
out to you as an economic sociologist? 
 
A: I mentioned a couple already. Perhaps the 
event that marked me most was to be able to 
follow the derivatives traders to a warehouse 
when their trading room was destroyed by the 
terrorist attack of 9/11. All the traders sur-
vived, but the original trading space was unus-
able. Restoring a trading room to its normal 
functioning required that the broken òsocio-
technicaló network be reassembled. I under-
stood then that a trading room truly was not just 
a social network. It was a fascinating assembly of 
cables, artifacts, connections, social relations, 
identities, formulae, algorithms and lifestyles. 
 
Q: While the realities of it change daily, it is hard for 
us not to bring up the recent and on-going financial 
crises. Can you tell us some of your thoughts as you 
reflect upon the lead-up to our current financial prob-
lems or imagine what the future of finance might be? 
 
A: Simply put: the lab stopped working. Along 
with Donald MacKenzie, I think of the capital 
markets as a massive platform for debate and 
controversy. A giant laboratory, so to speak, 
about the economy. And, crucially, debate in 
this lab is distributed all over the world with the 
use of models and figures (that is, prices). 
 



In the credit bubble, the price mechanism 
ceased functioning. House prices just kept going 
up. Bad models were rewarded with spurious 
profits. The samples in the petri dish, so to 
speak, were contaminated. Now we need to 
understand more about what caused the bubble 
in the first place. Was it incentives? Was it the 
industry structure? Was it the models them-
selves? I donõt yet have an answer to that, but 
my work with Raghu Garud on valuation during 
the Internet years offers some tentative ideas. 
 
Q: You have written about financial models and iden-
tified a set of organizational procedures called 
òreflexive modelingó. Could you tell us a little about 
this idea? 
 
A: The starting point is the recognition that we 
live in a model-driven economy. Black-Scholes, 
Value-at-Risk, marketing, engineering, you 
name it. Models are very powerful, but they 
also require assumptions about the world. And 
if those assumptions are mistaken, the conse-
quences can be dire. How, then, does one take 
advantage of models without becoming their 
victim? 
 
The key, David Stark and I found, is to engage 
in an ongoing controversy about those assump-
tions. Traders do that by building heterogeneity 
and disagreement in the trading room. But they 
also do that by enrolling their competitors in the 
controversy. Thatõs right ñ their competitors. 
Incredible as it sounds, traders have learnt how 
to find out the assumptions that their competi-
tors make. They do that by òbacking them outó 
from the prices of securities. This move pro-
vides them with an additional check, hour-by-
hour, day by day, about their thinking. Thatõs 
what we call reflexive modeling. The next move 
will be to take this insight to the next level and 
write a book that puts together our lessons from 
the trading room, 9/11, the models, etc. 
 
Q: We discuss blogs in this issue. One of those we 
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feature is Socializing Finance, to which you are a 
main contributor. What does òsocializing financeó 
mean to you and how do you view your blog as a way 
of conveying information on this issue? 
 
A: I started Socializing Finance one year ago. It 
began as a form of remote coffee conversation 
with Yuval Millo about sociology and finance. 
He is in London and Iõm in New York, so we 
said ð letõs blog. Blogging, I discovered, is in-
toxicating. Itõs fast. Puts you in touch with new 
people. And gives immediate gratification. 
 
But, more importantly, blogging is a new way 
to diffuse academic ideas. Take our blog: people 
read the stuff in California, Paris, Sidney... and 
not just academics but also finance practitioners 
ð hedge fund managers, interface designers at 
banks, etc. I know they do because they write 
back to us, or comment on the blog directly. 
Thanks to the blog, for instance, the Financial 
Times now has links to my last paper. 
 
Q: What is next for you? 
 
A: It is an amazing time to be an economic soci-
ologist. My next two projects extend my fi-
nance work to the broader sociological debate 
about politics and society. 
 
With Yuval Millo, I am exploring the much 
talked-about concept of òliquidity.ó This has 
taken us the veritable pipes of the financial mar-
ketsé the floor of the New York Stock Ex-
change, as well as to the commanding heights of 
the economy ñ the Securities and Exchange 
Commission. Weõve explored the regulatory 
controversies that led to the disappearance of 
traditional floor brokers and their replacement 
by algorithms. What, we ask, does that shift 
mean for our understanding of financial mar-
kets? What does it mean to have a market run 
by algorithms? 
 
Second, in a project with Fabrizio Ferraro I am 
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The Return of Depression Economics and the 
Crisis of 2008. By Paul Krugman. New York: 
W. W. Norton & Company. 2009. 224 pp. 
 
While the economics profession may have lost 
some of its prestige in 2008, for Paul Krugman 
ñ professor of economics and international 
affairs at Princeton ñ 2008 was not a particu-
larly bad year. In October, he was awarded the 
Nobel Prize for his work on trade patterns; by 
early November, people finally began taking 
seriously what he had to say about the United 
Statesõ risk of financial crisis ñ arguments 
Krugman had been making since at least the 
1999 publication of his book, The Return of De-
pression Economics. This past November, a revised 
and updated version of the book was published 
ñ now entitled The Return of Depression Econom-
ics and the Crisis of 2008. 
 
In this book, Krugman provides an excellent 
introduction to the global economic downturn. 
Over the past several decades, he explains, eco-
nomic thought has shifted increasingly toward 
the supply side of the economy. As a result, 
when shortfalls in demand have occurred, 
economists and policymakers have been unable 

to find ways to boost private spending; too little 
private spending leads to excess production and 
ultimately to recession. These problems are 
nothing new to the current global crisis. Indeed, 
as Krugman shows, the inability to create 
enough demand to match production (i.e. 
òdepression economicsó) has been the driving 
force behind a number of recent economic cri-
ses around the world, including those in Latin 
American, Japan, and Southeast Asia. If more 
attention had been paid to these crises (and if 
certain policymakers had been more open 
minded in seeing the flaws of deregulated finan-
cial markets), Krugman argues we could have 
better anticipated the current global economic 
situation.  
 
The various crises that Krugman discusses all 
seem to unfold in a similar manner, with finan-
cial institutions playing a central role. When 
economic conditions are favorable, financial 
institutions pursue overly risky ventures. As 
long as markets perform well, this behavior is 
not a problem. Trouble starts when an event 
(e.g. a real estate bubble burst) causes investors 
to lose confidence. As investors panic, prices 
begin to fall. Subsequently, overexposed finan-

BOOK  REVIEWS 

studying the development of new tools for so-
cially responsible investment. Our interest 
stems from the observation that value (prices) 
and values (the environment, social concerns, 
etc.) have become more intertwined than ever. 
Citizens donõt seem to want to invest in òeviló 
companies. But how do they incorporate their 
own values in their financial decisions? To find 
out, we are following the rise of shareholder 
resolutions at an activist investor. And weõre 
also looking at the incorporation of social met-
rics into the financial terminals used by Wall 
Street traders. What we are finding is that that 
this is a new form of politics ð voting with your 

wallet, if you will. 
 
These efforts are coming together in òPolitics of 
Markets,ó a session and workshop at the ASA 
that Iõm organizing with Yuval, Fabrizio and 
Marion Fourcade. I hope to see there many 
readers of Accounts! 
 
Daniel Beunza is Assistant Professor of Management 
at the Colombia Business School. His research centers 
on the social study of finance. His work in this area 
has led to numerous book chapters and journal arti-
cles.  
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cial institutionsñstuck with an excess of illiquid 
assetsñbegin trying to pull out of their risky 
ventures. This causes greater market volatility 
and price drops. Confidence in the whole eco-
nomic system continues to fall, currency values 
decline, and interest rates rise. This process 
feeds back on itself in what Krugman calls the 
òvicious circle of financial crisis.ó  
 
Of the economic crises discussed in The Return, 
the most interesting ñ in part due to the way it 
spread ñ began in Thailand during 1997. Dur-
ing the 1980s and 1990s, Thailand grew rapidly, 
which led the country to develop a òbubble 
economy.ó This growth began when foreign 
companies built factories and moved their pro-
duction to Thailand. Rural peasants migrated to 
the cities to fill the new factory jobs and small 
businesses (financed by local banks) began to 
flourish. Growth in Thailand and other Third 
World nations ñ which were billed as 
òemerging marketsó ñ did not go unnoticed by 
foreign investment funds; flows of private capi-
tal into developing countries expanded through-
out the 1990s, reaching $256 billion by 1997.  
 
Thailandõs bubble eventually burst in July of 
1997. What happened? As Krugman explains, 
òIt was simply a matter of the house beating the 
gamblers.ó Some speculative investments that 
had been made by foreign firms started to go 
bad. This eroded confidence, slowed lending 
from abroad, and brought the country into the 
òvicious circle of financial crisis.ó Demand for 
Thailandõs baht began to fall. The Bank of Thai-
land tried to maintain the value of its currency 
by selling foreign reserves (dollars and yen) and 
buying back baht; in the long run, however, this 
strategy was not sustainable because the Bank 
would ultimately run out of foreign currency to 
trade for baht. Once the Bank could no longer 
maintain the exchange rate, the baht lost as 
much as 50 percent of its value against the dollar 
within only a few months. 

Thailand fell into a deep recession, with Malay-
sia, Indonesia, and South Korea soon following. 
Typically, when a financial downturn spreads 
from one country to another, it is due to their 
direct financial linkages. But Krugman argues 
that the real driver behind the spread of the re-
cession across these Asian economies was their 
connection to the foreign (e.g. Western) inves-
tors rather than the linkages they had with each 
other. Foreign investment usually came to 
Southeast Asia via general òemerging market 
funds.ó In other words, the money flowing to 
Thailand, Malaysia, Indonesia, and South Korea 
was all from the same bucket. After Thailand 
started having trouble, investors pulled out of 
their òemerging market funds,ó which meant 
concurrent drops in foreign capital for other 
Southeast Asian economies. 
 
Krugman details how similar crises ñ all hing-
ing on insufficient private spending ñ led to 
devastating recessions in Mexico, Argentina, 
and Japan. He argues that these crises ñ and 
the policies that helped create them ñ have 
much to teach us about the current global eco-
nomic downturn. In the U.S., the housing bub-
ble started to burst as early as 2005. Prices had 
risen so high that most consumers could no 
longer afford to purchase a new home ñ even 
with variable rate mortgages and no down pay-
ment offers readily available. As a result, hous-
ing prices slowly began to fall, which presented 
a big problem for lenders who viewed defaults 
and foreclosures as unproblematic under the 
assumption that housing prices would always 
rise. As the true size of the housing bubble be-
came apparent, financial institutions that had 
overexposed themselves to subprime mortgages 
and mortgaged backed securities suffered tre-
mendous losses. Ultimately, these losses led 
credit markets to freeze and private spending to 
drop precipitously.  
 
Overall, The Return does an excellent job of situ-
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ating the current financial meltdown in a series 
of recent (and disturbingly similar) economic 
crises in countries around the world. In terms of 
its treatment of the current crisis itself, how-
ever, the book has less to offer (which is unsur-
prising given its November, 2008 publication). 
A bigger issue, then, is the bookõs rather thin 
discussion of how crises in Latin America and 
Southeast Asia translate into policy prescriptions 
for the current situation facing the U.S. and 
much of the rest of the world. When economic 
distress hit countries like Argentina, Mexico, or 
even Indonesia, the problems were largely con-
tained within a single country or at most a re-
gion (e.g. Southeast Asia). The affected coun-
tries only had to worry about their own eco-
nomic recovery, which often took the form of 
attracting outside investors from countries that 
were experiencing better times. In the current 
crisis, the U.S. and Europe do not have that op-
tion. Krugman glosses over the extent to which 
the current crisis is a global problem. It will 
likely require new types of solutions, which rec-
ognize the interconnectedness and interdepend-
ence of financial institutions around the world. 
 
Krugman emphasizes the need for the U.S. gov-
ernment to quickly initiate a massive amount of 
spending ñ ideally a stimulus package some-
where on the order of 4 percent of GDP. He 
argues that the government should not waste 
money on tax cuts, which consumers tend to 
store away in savings accounts instead of actually 
spending. Other than that, however, Krugman 
provides few specifics on precisely where tax-
payer money should be spent in order to best 
stimulate demand. This makes it difficult to en-
vision how we might escape the current òvicious 
circle of financial crisis.ó  

 
Russell Funk, Accounts Editor 

Genealogies of Citizenship : Markets, State-
lessness, and the Right to Have Rights. By 
Margaret Somers. New York: Cambridge Uni-
versity Press. 2008. 358pp. 
 
In the course of the debates over the last few 
months about bailouts and tax cuts one familiar 
face has raised its head: the anti-statist conserva-
tive out to warn us that social provision is a 
helping hand onto the path to dependency and 
total lack of responsibility for the self. Itõs an 
argument so hackneyed that one is tempted to 
ignore it, but Margaret Somersõ new book Gene-
alogies of Citizenship frames such arguments as 
emblematic of a larger set of discourses about 
citizenship and statelessness, the perils and 
promise of the free market, and the possibilities 
of civil society. Somersõ project is intended as a 
contribution to public sociology as well as a 
foundation for a new sociology of rights. An 
avowedly political book that rejects the binary 
of normative, ethically prescriptive scholarship 
and apolitical òempiricaló social science, it is a 
clarion call for us to see how letting market 
logic colonize the state and civil society leads to 
òcitizenship betrayedó and imperils the founda-
tions of democracy. To take the place of hege-
monic market logic she provides an ideal of de-
mocratic socially-inclusive citizenship rights that 
draws its power from a civil society strong 
enough to maintain a favorable balance of power 
between state, market, and citizens. 
 
A scholar of history, sociology, and law, So-
mersõ looks back to Locke and Hobbes while 
remaining firmly focused on the present, espe-
cially the lessons to be learned from what she 
calls Hurricane Katrinaõs òunnatural disasteró. 
Somersõ main analytic mode is her òhistorical 
sociology of concept formation,ó which views 
concepts as socially-produced artifacts in need 
of historicization and reflexive examination. 
Substantively, three theorists are central to her 
project. Somers draws from Hannah Arendtõs 
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formulation of òthe rights to have rightsó to ex-
plain the perils of contractual citizenship, uses 
TH Marshallõs idea of social citizenship, and 
employs Karl Polanyiõs concepts of embedded-
ness and instituted process as the foundation for 
her entire attack on market-driven governance. 
 
Somersõ central thesis is that society must be 
fearful of market fundamentalism, an òideational 
regimeó that sees free market logic as the best 
way to organize all other realms of social life as 
well as a political movement spreading the gos-
pel of marketization. This marketization of the 
public sphere is problematic because then 
wealth is allowed to be converted into clout in 
civil society, resulting in the abrogation of social 
citizenship rights. Marketization is of particular 
concern for Somersõ sociology of rights, because 
it leads to the contractualization of citizenship 
whereby rights become conditional upon quid 
pro quo exchange. Specifically, moral worth 
and equality are defined by participation in the 
work force. In a society where full employment 
is not guaranteed, this produces a superfluous 
and expendable population who become the 
internal stateless, denied recognition as moral 
equals and thus disavowed by the state designed 
to protect them. This redefinition of citizenship 
reveals the gravity of Arendtõs òright to have 
rights,ó which asserts that viewing all members 
of a society as moral and social equals is a pre-
condition of a democratic citizenship regime. 
Coupling this with Marshallõs idea of social citi-
zenship, leads Somers to promote a òcitizenship 
livelihoodó or a basic income right that replaces 
the social exclusion of poverty with the material 
foundation necessary for inclusion in civil soci-
ety. 
 
Underpinning market fundamentalism according 
to Somers is social naturalism, which uses binary 
logic to define the natural as good and artifice as 
bad. This results in epistemological and onto-

logical privilege for those allied with the nature 
side of the binary. Looking at what she calls 
òAnglo-American citizenship theory,ó Somers 
argues that through Lockeõs social contract the 
market is allied with the natural and the state 
with artifice, which leads to a strong anti-statist 
current and support for the market as the site of 
freedom. To take social naturalismõs place So-
mers introduces the idea of historical institu-
tionalism, which illustrates how phenomena 
only function when embedded in sets of rules 
and institutions that define that sphere at a par-
ticular time. This requires us to embrace arti-
fice, especially the state, as necessary to secure 
the equal recognition necessary for the equal 
exercise of rights.   
 
Hurricane Katrina is Somersõ central (and so-
bering) case study of how the contractualization 
of citizenship produces an intranational version 
of Arendtõs òscum of the earthó by erecting in-
ternal boundaries contoured by race and class. 
She turns on its head any argument that Katrina 
was a òfailureó of the state by recasting it as evi-
dence of market fundamentalismõs treacherous 
success in evacuating any sense of obligation in 
the stateõs relationship to its citizens. Somers 
describes the spectacle of the poor, people of 
color, and otherwise marginalized individuals 
stranded at the Superdome as a look behind a 
òthick curtain of denialó at the unemployed and 
underemployed were deemed expendable after 
by being blamed for their own poverty. While 
more privileged residents were able to flee the 
city, those whose citizenship contracts had been 
revoked were left to fend for themselves in the 
nasty and brutish conditions of New Orleans 
underwater. Efforts to deem this a ònaturaló 
disaster are rebutted by Somers, who takes 
these claims as an opening to thoroughly decon-
struct the nature/artifice binary, which she sees 
as the base of the problems of statelessness and 
market fundamentalism. 
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Somersõ hangs her hopes for the slowing of mar-
ket fundamentalismõs colonizing efforts on civil 
society. She develops the idea of an architecton-
ics of citizenship, where the state, market, and 
civil society are conceived as parties to a strug-
gle in the public sphere over the site and direc-
tion of power. The character of any citizenship 
regime is determined by the history of those 
struggles. To create a strong democratic citizen-
ship regime requires a reinvigoration and repoli-
ticization of the public sphere so it can resume 
its function of buffering the state and civil soci-
ety from the evangelizing efforts of the market. 
Through making this argument, Somers criti-
cizes both Jurgen Habermas and Talcott Parsons 
for evacuating the public sphere of any real op-
positional power by collapsing it with the mar-
ket on the side of the private. She avers that 
only a public sphere of real debate and a civil 
society with enough strength to fight off inter-
lopers can move us from a condition of 
òcitizenship imperiledó to democratically-
inclusive citizenship regimes. One of her basic 
prescriptions is that market logic must not be 
allowed to leave its restricted sphere, and only 
efforts by both the state and citizens can keep it 
at bay. 
 
While I generally was impressed by Somersõ 
arguments and analysis, I found her concept of 
civil society a little underdeveloped in terms of 
content, specifically how tensions in that sector 
between ideologically different groups might be 
resolved. She does admit that there is a dark side 
to civil society where exclusionary and egalitar-
ian groups must struggle for the position of 
dominant ethos, but itõs never made clear ex-
actly from where the proponents of market fun-
damentalism are launching their attacks. Are 
they headquartered in the market with forays 
into the state? What is market fundamentalistsõ 
relationship to civil society other than coloniza-

tion? Her language of encroachment suggests 
the market is the home of market fundamental-
ism, which begs the question of the details of 
the interrelation of market, civil society, and the 
state. Somers is conscious that her architectonics 
of citizenship is a mere heuristic and each over-
laps, but that same heuristic keeps her from 
confronting whether market fundamentalist 
proponents have any right to a place in the civil 
sphere, especially when they form a popular 
movement themselves. Arguing that the state 
must be involved in protecting the egalitarian 
and democratic ethos of civil society, she does-
nõt discuss just how popular yet possibly harm-
ful groups will be allowed space in public de-
bates while at the same time restrained to pre-
vent a regression of civil society to a less robust 
character. Moreover, she doesnõt outline how 
this will happen if those who are interested in a 
robust civil society are in the minority. This 
might merely be the legacy of a larger problem 
in social movement literature that doesnõt tend 
to conceive of socially conservative mobiliza-
tions as social movements in the same way as 
progressive and Left groups, but it is a problem 
that must be resolved if her theories are to aid 
our practices. She provides a theoretical exposi-
tion of why society must protect civil society 
and the public sphere, but the details of that 
battle are left for others to determine. 
 
Some people might be taken aback by the politi-
cal and ethically-prescriptive character of So-
mersõ work, and those who hold to the politi-
cally disinterested model of social science may 
view it as an illegitimate line of inquiry that is 
not excused by admitting up front her political 
sympathies. For others, though, it will be 
warmly welcomed as the sort of politically en-
gaged yet theoretically rigorous and complex 
scholarship for which they have been waiting. 
Somersõ book serves as an exemplar of how to 
do work that cannot be pegged as either norma-
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tive or empirical but that draws from both to 
create a nuanced understanding of theoretical 
and philosophical issues that set the terms of our 
current debates. Nonetheless, I wonder if this is 
really a work of a public sociology. The book is 
dense and draws on an array of concepts and 
ideas geared toward a professional audience, and 
its focus on historicization rather than practice 
makes it mostly a theoretical tome that may be 
unnerving to the òpublic.ó While everyone, es-
pecially policy makers, could benefit from this 
book, Iõm unsure if it will actually find its way 
into their hands. 
 
Ultimately, though, itõs a stellar analysis and 
one can only hope that in book it will circulate 

more widely than journal articles tend to. She 
provides a complex theoretical apparatus that 
can deal with political economy and citizenship, 
ontology and epistemology, and the present as 
well as the past. In our current state of crisis, 
Somers reminds us there is more to worry about 
than the state and the government ð that any 
economic fix needs to stimulate a robust civil 
society built on substantive citizenship rights. 
Without one, the end of market òfailuresó and 
its dangerous fundamentalism is impossible. 
 

Lotus Seeley, Accounts Editor 

Academic blogs have now become a noticeable 
feature of the intellectual landscape. Prominent 
social scientists have well regarded blogs that 
affect public discourse and draw thousands of 
readers a day. Economist Steve Levitt hosts a 
highly popular economics blog at the New York 
Times that addresses the economy, social issues, 
and public policy. Crooked Timber, a group 
blog, focuses on philosophy, the law, and as-
sorted social science topics. Economist Gary 
Becker and appeals court judge Richard Posner 
carry on lengthy policy debates on their own 
two person blog. One could learn a great deal 
about the nature of contemporary social science 
by scanning through these diverse outlets. 
 
Economic sociology is no exception to this gen-
eral trend. In the last three years, a number of 
emerging and established sociologists have writ-
ten popular and informative blogs on topics re-
lating to economic sociology. There is no gen-
eral trend and these blogs reflect the diversity of 
the field. Some blogs are written by a large 
group. Orgtheory.net, the blog I work with, has 

five scholars whose interests range from stake-
holder theory to the philosophy of science. Oth-
ers have a more focused view, such as Peter 
Levinõs Rethinking Markets, which focuses 
mainly on the cultural dimensions of markets. 
 
There are a numerous benefits to blogging. One 
is that authors may attract attention to favored 
issues. A second benefit is that blogs attract a 
community of interested readers. A third bene-
fit is that ideas can be informally presented and 
critiqued, which allows the author to quickly 
learn the strengths and weaknesses of an idea. 
Finally, a blog, to use an economic term, may 
act as a òloss leader.ó The blog may be most use-
ful in attracting readers who may then be inter-
ested in what the author has to offer (a new the-
ory, articles, books, etc.). 
 
The rest of this blogroll has two parts. The first 
part lists blogs that frequently address economic 
sociology. These blogs are written primarily by 
sociologists and management scholars who iden-
tify themselves with at least one area that might 
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