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Hirschman, and Lotus Sediag once again Marc Schneiberg, our council members, Nina

assembled a terrific newsletter. | want to adgandelj, Mary Blawy, Marion Fourcade, Bob

thank them for the job they have done througieeland, Kieran Healy, Damon Phillips, and

out the year. In addition to the detailed inforriara Zuckerman, and the other members of our

tion about our sessions (presented below)award committees, Jens Beckert, Alya Guseva,

have two articles providing some historiBaboke Harrington, and Brayden King. Last, but

analysis of the current financial crisis by Geetgainly not least, | would like to again thank

Krippner and John Bellamy Foster, areview @st year ds section ch

Ri chard Posner ds newy oo kucloeasier tham it ctheiwisa woyld

report on a recent conference on Culture &@de been. With our incoming chair, Frank

the Wealth of Nations, organized by Nina Baaobbin, and chalect, Alejandro Portes, we

delj and Fred Wherry. can all be assured that our Section will remain in
good hands.

| would like to close by thanking the other offi-

cers of the section, as well as the award con8ei-you in San Francisco!

tee members, for the yeoman work they have Mark Mizruchi

done. They include our secreagurer, University of Michiigainn Arbor

CREDIT CRUNCHES, THEN & N ow
AN ESSAYBY GRETA KRIPPNER

The financial crisis has held no shortage ofrage- over the payment of corporate bonuses at
prises for students of U.S. political econorAyG, it appeared that America would finally
The short list would include the sudden extihave its populist moment, but as of this writing
tion of the investment bank, the near natiorthle new populism appears stillborn.

zation of the U.S. financial system, and the rapid

transmission of what at first appeared a finambmlpuzzle deepens when we put contemporary
panic confined to U.S. mortgage markets tofthencial politics in lorggm historical per-
global economic system. But more surprisingpdctive. Our own era of financial exuberance,
think, than the remarkable events that havenmanias and crashes, resembles no other period
curred since U.S. mortgage markets begaim tour history so much as the late ninreteenth
implode over a year ago is an event ioat haend early twentiatantury era of finance capi-
occurred. Given the scope of the financial crialsm. That period, notably, was characterized
and its devastating implications for Ameribgrseveral vigorous social movements that poli-
households facing foreclosure, job lossestiagized issues of money, credit, and finance. But
stricted credit access, and other hardshipspavadoxically, such issues are not the stuff of
might expect widespread social protest. Whitditics in our own time. Rather, with few ex-
there have been a few instances of protest aefpions, money, credit, and finance appear as
ity in the United States in response to the finachnical questions, not political issues at all. In
cial crisis, these episodes have been sporadicisnegard, the relatively muted response to the
limited in nature. In the wake of the recent oatigoing financial crisis fits into a broader pat-
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tern which has characterized U.S. political e co@nt.
omy since at least the early 1980s.

In brief, my argument is that the muted nature
How can we explain the curious absence of eontemporary financial politics reflects not
vigorous financial politics in our own era ofdirly widened access to credit as a result of fi-
nancialization? As with so many puzzles of rameial deregulation, but also the manner in
temporary political economy, | am going to swbich deregulation has changed how episodes of
gest that the answer lies not in recent devetopdit restraint are shared across social groups.
ments but several decades back, in the tumlrtorder to lay this argument out, it is necessary
ous 1970s. In that decade,wlaae incipient to explain how credit restraint operated in the
financial politics, with political mobilization 00-S. economy prior to the deregulation of fi-
curring in particular around access to credihcial markets. In the era preceding the pas-
(Greider 1987). What happened to this molsikge of financial reform legislation in 1980, the
zation? Why were financial questions sukeg-mechanism imposing restraint on the flow
guently removed from politics, even as finanziatredit was a device called Regulation Q, a
activities increasingly became the axis on wieghlation that imposed a ceiling on the rate of
the U.S. economy turned? At one level, theiaterest banks and thrifts could pay for deposits.
swer to this question is obvious, and doesTin@® express purpose of Regulation Q, which
merit much elaboration: U.S. financial markiet&l been legislated as part of the Banking Act of
were deregulated over the course of the 197083, was to prevent ruinous competition be-
with the result that credit was no longer it&veen depository institutions. In the wake of
stricted, but widely available. In sharp distispreading bank failures in the 1930s, it was
tion to the experience of the late nineteemtidely believed that a bidding war for deposits
century, an era of acute credit shortages, fimathe 1920s had caused financial institutions to
cial politics in the contemporary era have begyntoo much for deposits, drawing bankers into
washed away by abundant credit. reckless lending.

This is a familiar story, and it helps to make in addition to suppressing competition be-
sense of contemporary politics generally, wheeen financial institutions, Regulation Q also
the role of credit in easing the social and paéirved as a convenient tool for stabilizing the
cal tensions that might have been expecteecémomy over the course of the business cycle.
accompany stagnant and declining real incoiies inflationary pressures in the economy
has been noted. But to return to our openstgred, market interest rates would rise above
gambit, this still leaves the problem of why the regulated ceilings on savings deposits,
current credit crunch has not reinvigorated ppmpting households and corporations alike to
positional politics in the ecortbonyhas done pull their funds out of depository institutions
so only to a very limited extent. Here | woudehd invest in Treasury bills and other instru-
like to suggest that there is a more nuanoetts offering a market rate of return. The pre-
story than the standard account of wideneddmtable result was that, in periods of high mar-
cess to credit that can help us to make seniset ohterest rates, capital would hemorrhage
contemporary financial politics. | hasten to &ddh banks and thrifts, and lending from these
that, given the still unfolding nature of the dnstitutions would come to an abrupt halt.
sis, this alternative account should reallyThese credit crunches would sharply and
treated more as a hypothesis to be testeduigkly curtail economic activity. As the econ-
events rather than a definitive or final staiey plummeted, the mechanism would quickly
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go into reverse: market interest rates wouldifadls deposits in 1980. In a context in which it
back below Regulation Q ceilings, causing fapgeared that credit would always exist in short
to flow back into depository institutions, reupply, legislators were increasingly under pres-
starting lending and economic expansion. sure to devise schemes to allocate credit, di-
rectly determining which seédrsuseholds
This system had the significant advantage adriremall business, municipalities or fédrmers
posing restraint on the economy at relativetyuld receive preferential access. This was a
low rates of interest (Kaufman 1986; Wiask that legislators were quite reluctant to take
jnilower 1980). Market interest rates meralpo for the reasons that Gilbert Stewart made
had to inch above regulated ceilings and thedlear. Deregulation offered an enticing alterna-
of credit to the economy was quite literally stive. Without interest rate ceilings on savings
off. Unlike what occurs in a deregulated edeposits causing banks and thrifts to periodically
nomic environment, in which credit beconmesmorrhage funds, credit would be free to flow
more expensive during periods of economoicthe highest bidder. Willingness to pay,
exuberance, it was sirapbvailabiethe pre  rather than rickety interest rate controls, would
deregulation era. During such episodes of costérmine access to funds. In short, removing
restraint, woulde borrowers with credentialsnterest rate controls meant thaimtr&et
t hat make todayds medhertthgrastpie offibialsacdulel distribute wcarocen
(e.g., a down payment equivalent to 25 peraaedit among competing social sectors.
of the purchase price of a home) were routinely
turned away by lenders. Cities were unabl€€Cte nt r a | to | egislators
raise bids in municipal bond markets in ordesftoourse, was the notion that the price mecha-
finance infrastructure projects or build publism would ration credit in much the same way
housing. Otherwise profitable business ventasehad been formerly achieved through interest
went undeveloped for lack of credit. And thége ceilings. As the economy accelerated, the
shared rationing experience produced a vigost of credit would be bid up, discouraging
ous politics around credit as numerous, inteouldbe borrowers from seeking access to
secting social movements sought to defindoatrs and thereby imposing restraint on the
cess to credit as a basic entitlement of citizeonomy. But one of the great surprises of de-
ship. As Gilbert Stewart, President of the Megulation was that prices |degielgo ration
tional Small Business Association warned areider 1987; Wojnilower 1985). As it turned
gress in 1973, unless suburban homeowrers, Americans were insensitive to the cost of
innercity residents, small business owners, aratlit in their borrowing decisidhsy would
farmers denied access to credit received retinfinue borrowing excepteaigh levels of
from tight credit, legislators would see a suirgerest. In order to impose restraint on the
of popular anger so potent they would wondeonomy, then, policymakers would have to
whether they had titreeveled back to the push interest rates to very high levels indeed. In
nineteenth century (United States Houseslobrt, the result of the deregulation of interest
Representatives, 1973, p. 92). rate controls was fflesving, butexpensive
credit.
It was precisely this fate that legislators sought
to avoid when they deregulated financial nharthis context, credit politics in the U.S. econ-
kets by removing interest rate ceilings from sawvy were dramatically reconfigured: Free
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flowing credit disorganized the-basstl coa- argue, offers important insights into why con-
lition of suburbanites, iAtigr residents, small temporary financial politics differ so greatly
business owners, and farmers that had péidm otherwise comparable periods when credit
cized credit in the 1970s. No longer woulationing was shared much more widely than it
credit markets periodically seize up, shuttis@ the present context. As the financial trauma
out borrowers of the most varied financial epreads, we may yet witness a repoliticization of
cumstances. Now credit would always be afiadnce as access to credit becomes newly re-
abled at a pricdn this manner, financial destrictive for ever broader segments of American
regulation divided individuals into those whoyrowers. But the analysis presented here sug-
with proper credit histories and formalized rejasts that this is likely to be a very daferent
tionships to financial institutions had virtuald more limitedl kind of politics than has
unrestricted access to credit, and those, eupharacterized previous historical experience.
mistically referred to as the ounbanked, g wh
did not. Credit activism moved from the tov@reta Krippner is Assistant Professor of SOCiOkZEy at

hall and the labor union to the soup kitch#re University of Michigan. Her work lies at the int

developing from a preoccupation of -middéection of economic and political sociology and fapuses

class homeowners into a movement directedhe politics of credit and finance in American spci-

primarily at issues of urban poverty. ety. Her forthcoming@euokalizing on Crisis:
Political Origins of the Rise of Fi(tdaneard

We can discern the traces of this transformatiniversity Press, 2010) offers a historical accourft of

in the current credit crisis, which differs in itfe financialization of the U.S. economy in the pefjod

portant ways from the episodes of credit seice the 1970s.

straint in 1970s. Importantly, credit rationing in ]

a regulated environmentcras®cial classes;

credit was unavailable regardless of the crBeferences

worthiness of the individual or project. ThisGgider, Wiliam. 1983ecrets of the Temple: How the

quite distinct from the form taken by credit @Eﬂsgfeserve Runs thél@surir: Simon and

straint in a@eregulatedvironment, where ra- '

tioning operates through the price of creditkaufman, Henry. 1988@erest Rates, Markets, and the New

through the application of more stringent leftiancial WoNew York: Times Books.

ing criteria rather than through availability pe
9 9 y P red States House of Representatives, Banking and

se. To be sure, there has been of lot of dlsg%éncy Committee. 192@&dit Crunch and the Reform

Si(.)r? of the ?-Vai'abi'ity Qf Cre(_jit in t_he rec@fkinancial Institutions, WasHington D.C.: Govern-
crisis, but this is a bit misleading. With the ewnt Printing Office.

ception of a relatively brief period immediately _

following the failure of Lehman Brothers, cregfinilower, Albert. 1980. "The Central Role of Credit

has been avail abl e tcﬁcfh S‘X E."em':gn?pcéalH'?Wl?ngsgaﬁefsonc‘) clf unc
Econoniic 7339. " . . .

to borrowers who meet endersd6 strict qualfifi

tions, and who are willing to pay a premiwm 1985. "Private Credit Demand, Supply, and

(sometimes a significant one) for access to €ayichesHow Different Are the 198@sférican Eco-

tal. In this respect, credit restraint in a derefe/mic ReVi&851356.

lated environment doeaffect all individuals Note: A version of this essay was previously published in

equa_l"y bUt_ i_S stratified in its impact k_)y the_ €fQJectoriéise Comparative and Historical Sociology
nomic position of the borrower. This shift,Skction newsletter.
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ADAMG FALLACY AND THE GREAT RECESSION
AN ESsAYBY JOHN BELLAMY FOSTER

It is now a commonplace that we are experietassical period. Whereas classical political
ing the greatest economic crisis since the Geao nomy had ostrong rqot s
Depression of the 1930s. The downward tragc-c o mmodat ed Oemer gent|] caf
tory on a global level is similar to the 1930sp d ay 0 s mar ginal i st o n e
though in the United Siatbe epicenter of admi t s o0no soci al catelgor
the crisis there are indications that the rate widual action, or the simple combination of indi-
decline may be slowifihe most common v i d u al 2 This textremmes viedv only
name given to this economic meltdown is téached its logical conclusion in the writings of
0Great Recessi on, 60 \dayekirhtheawerkiethocentue/,dagdensthe ndo-e | r e -
lation to the Great Depression, while avoidiihgral tradition that his work eventually gave
t he distur bi rMandthere-mrisetdiequrtimes si ono
fore too close an identification with the 1930s.
Nomenclature aside, the seriousness of theleeod e e d , i f othe most fjlund
nomic collapse is obvious. This is one of fetlacy is to represent capital accumulation, with
great crises in the history of the capitalist edsnaccompanying technical and social revolu-
omy. As such it raises issues that-#eenbpng tions, as an autonomous and spontaneous proc-
and that relate not simply to the economy, s that is somehow inherent in the expression
rowly conceived, but also to the larger ecof 6human nature, 8060 then
nomiesociological environment of the systendoubt that it has seen its highest development in
todaydos extr%huewehaveol iper
The severity of the current crisis and the failuitaessed in recent decades what John Kenneth
of conventional economics to anticipate or @albraith aptly called, in the title to his last
count for it draw attention to what radichbok,The Economics of Innocemdfkaadby
economi st Duncan Fol leg (‘Jhra&snacmeilnlged)fOﬁﬂamﬁﬁst<
Fall acy. 6 Named for shkdammSmmi Thjs Adasmaspé&rf ec
|l acy is Othe idea t H@tmeantto draw gitentors away feomtthe [ e p
economic sphere of life, in which the pursuihafsh realities of capitalism (and monopoly capi-
selfinterest is guided by objective laws to atsdism): corporations, class power, and social
cially beneficent outcome, from the rest of smquality.In short, orthodox economics was
cial life, in which the pursuit ofirgeliest is  stripped in the neoliberal era of all remaining
morally problematic and has to be weigtestorical and sociological content.
agai nst 2odameds emalsl.acy i s thus both
an intellectual and moral félldoy notion Today we often say that we need a new Marx,
t hat t he economy c a¥eblen,iKeyneB, orl Sahampetér.But it is mornas |, b e
disembedded from the rest of social reality, pumeeconomisiat we can be said to need them
that a market system based on individualsaanuch as political economist®omic soci-
quisitiveness can meet the moral needs of slogistiom which most of their greatness de-
ety. rived. This is also true for later dissident econo-
mists such as Kalecki, Sweezy, Minsky, and
Adamds Fallacy did @Galbraithinetdoanention ecenonzicesociologists if n t
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arising from within sociology itself such as \Wakes persistent unemployment, underemploy-
ber, Tawney, Polanyi, and Mills). ment, and slow growth anomalies that need to
be explainédRather we argue the opiosite
Once we admit historical, sociological, instillew growth, rising unemployment, underem-
tional factors into our analysis of the econophyyment, and excess productive capacity com-
Adamdés Fall acy f al | srisateaoynaendedapdermemnogely eapit R
sion ceases to be incomprehensible. All sortalism. In this view, rapid growth and full em-
useful debates can then arise. By way of illysttao y me n t as in the 0
tion, | would like to point to the analysisofthen d 6 6 0 s, are the ano
current crisis that Fred Magdoff and | have pfained.
vided in our recent bodke Great Financial
Crisis: Causes and Cong@Qu&¥cés this The virtue of this approach is that it conforms
argument, written over three years, we do meiich more closely to reality. The advanced
claim any substantial originality. Rather eapitalist economy has been plagued by creeping
draw on most of the economic sociologists nséagnation for most of the-pesvnd World
tioned abofiebut especially Marx, KaleckiWar period (not to mention the prewar 1930s).
and Swedtyas well as on recent history, iThe rate of growth of the U.S. economy was
order to make arguments that we think shal@ver in the 1970s than in the 1960s. It was
be fairly obvious to social scientists. sl ower in the 1980s an
And it was slower in the 2000s up to 2007 than
Although influenced from many directions, aurthe 1990s. Since late 2007 the economy has
work, we stress, is rooted in the Marxian trgdummeted. All of this can be traced, in the
tion. Schumpeter once observed that a shaam, to a system of monopolistic profits and
distinction between economic theory and gmicing and to growing inequality in income and
nomi ¢c soci ol og¥awa s sweaithd Repllwagesan thye UmitedrStates were at
For Marx, categories such as class were edhballgame level in 2007 as imM E&h as
economic and sociological in a way that wapmrfits, CEO salaries, income and wealth ine-
tirely foreign to mainstream social sciengaality, and financial speculation hit the strato-

Compared to the stesphetee conception of 0cC
when it appears in orthodox economics, Ma
concept of soci al c |IBarsng the uBlikely emepyenteeot a Sehunopete

i ving, f eel i ng,”Thes c trianregpoemaking innoVatmman thedcaleefrihe i { vy .

points to the str on gailmaa sands thea autombbidrd evéAnd themd s
within Marxism, giving it an advantage in deamputed i gi t al revol ution
ing with structural contradictions of the systemthis respécthe system tends to a shortage
From a Marxian dialectical perspective, thed@rofitable investment outlets (due to inequal-
cial world cannot be looked at exclusivelyitinand market saturation). Hence, in order to
either economic or remonomic terms. continue growing at a pace sufficient to hold off
a widening underemployment gap exogenous
Growing out of the earlier work of Marxidiorces, or special historical/sociological stimuli
political economists Paul Baran and Paul Swedzjue to the internal logic of the accumulation
in Monopoly Capitalr book challenges thesystem, have to enter in. For much of the post
prevailing assumption that the capitalist e@escond World War period this was provided to
omy naturallpromotes rapid growth and fule considerable degree by military spending,
employment equilibriira viewpoint that which, however, gradually began to be lose its
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effectiveness as a stimulus for a variety ofdéb-h e Hous e hol d Debt Bullb bl
sons by the 1970s. book), we had concluded in more concrete

terms that workiaotpss household finance had
From the 1980s on the main prop to the elseen so destroyed by financialization, and by the
nomic system was provided by the fianciabmaergence of a housing bubble, that the time
tion of the capitalist economy. Unable to fiiwd this strategy of accumulation was running
outlets for their enormous and growing invesit, and that a crisis of financialization was in-
mentseeking surplus (the product of wideniagasingly likely. This whole story of the rise of
profit margins at any given level of output) corh at we r ef efri ntaon caes coangointos
porations increasingly speculated in asset paoésits relation to class, corporate power, state
i.e. paper claims to wealth, thereby boostingfthence, and the global economy, is traced
economy for a time. Pioneered in the Unitloughout our book, which concludes with an
States, financializaétiemderstood as a seculaaccount of the crash. We end by observing that
shift in the center of gravity of the system fribrere is no easy way out for humanity (and none
production to finaficevas aided and abettedor the system) under these circumstances, and
by banks and other financial institutions. Ttiey radical change is called for.
created more and more and more exotic finan-
cial instruments to accommodate the masaivef this points to the fact that we live in an
funds seeking speculative outlets. The resulagasvhen more than ever before the world de-
a series of financial bubbles, each biggernaartts a radical synthesis: of the kind potentially
more fragile than the last, creating a vast fioffiered by political economy, economic sociol-
cial superstructure on top of a stagnating pgy, and ecological economics. The closed
ductive economy. The financial balloon lifiedrid of makieelieve neoclassical economic
the economy but ultimately ran into a conmao d e | s , of Adamds Falllfpcy.
diction, given the underlying weakness of itigethreat to the planet and all who live in it.
real economy from which it derived.

John Bellamy Foster is Professor of Sociology 4t the
It was clear from the start that financializatidmversity of Oregon. His 200BhéoGkeat
could not solve the underlying problem of stagancial Crisis: Causes and Consequences
nation, and that a reckdnwbat economists (Monthly Review Press, with Fred Magdoff) offefs a
call a mean reversion in which finance woultlaexian account of the current financial crisis. Faopter
brought more in line with the slow growth &f editor bfonthly Revievand writes frequently
the underlying econénwould eventually on the relationship between the ecological crisisjand
have to occur. When and how this would hegpitalism in addition to his work on financializati
pen, however, was not so clear, since the Fed-
eral Reserve and other central banks intervened [
in periodic credit crunches as lenders of lasNrges:
sort, supporting a succession of financial iubBar ry Ei chengreen and Ke
bles. At some point, though, it was to be ex-0 A Tal e of Two Depres|sio
pected that the whole worsening problem article April 6, 2009, updated June 4, 2009,
would become unmanageable. This generahttp://www.voxeu.org/index.php?
point had been mad®amthly RevViemsome g=node/3421
time. But by 2006, as indicated in our pieteDuncan Folek,d amés Fal |l acy: || A (

—
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Economic The@@ambridge, Massachu- oly Capitéllew York: Monthly Review

setts: Harvard University Press, 2006), xii. Pr e s s , 1966) . Baran g|nd
3. FoleyAdamod sib5-al | acy was carried forward and applied to issues of
4. FoleyAd amd s224-al | acy financialization in particular in the subse-
5. John Kenneth Galbrditile Economics of quent work of Harry Magdoff and Paul

Innocent FréBdston: Houghton Mifflin, Sweezy from the late 1960s to the 1990s.

2004). 9. On the even more serious ecological dan-

6. John Bellamy Foster and Fred Mapdoff, gers of our current economic way of life see
Great Financial Crisis: Causes and Consequinite8ellamy Fostdre Ecological Revolu-
(New York: Monthly Review Press, 2009). tion(New York: Monthly Review Press,

7. Joseph SchumpdissafSambridge, 2009).See also Richard York, Brett Clark,
Massachusetts: AdeN§esley Press, and John Bell amy Fostjler,
1951), 286. Wo n d e rMorghty dRevigal. 61, no.

8. Paul A. Baran and Paul M. Swazyp- 1 (May 2009);18.

Book REVIEW

A Failure of Capi t aited governmeiit lared -fre@ket ideolay, forf op 8
and the Descent into DepressiBy Richard him to argue in this new book that capitalism
Posner. Harvard University Press. 2009. 368@mnot be left alone and ergo the American gov-
ernment must play an active role in its mainte-
Published at the st aante i® bsterMibly a théoretichiaaimdt P o n e |
A Failure of CapitalLbpsihmedThe @Goirei scacgfef d(]8y a
Descent into Depiisssienof a spate of recenseeming change of heart is revealed as a mere
books that speculate on the causes and cimspering of his fi@arket ideology in light of
guences of the current financial crisis. Thoagiient events rather than any radical critique of
his book may be contentious for arguing thataissefaire economics.
are experiencing a depression rather than some
milder episode, what makes it controversidiVistten for a general audience with only a cur-
his thesis that capitalism is inherently flawedsang familiarity with economics or finAnce,
thus government must routinely involve itselfailure of Capitatisntains minimal jargon, no
the market economy to keep it stable. Granfedtnotes, and few references to fellow scholars
were this argument made by any number ofdiphame. The first tiirds of the book fo-
erals it would be nothing to discuss; being naages on explaining fundamental concepts and
by Posner, however, makes it worthy of sesx pl i cat i ng Posnerds nfeck
tained consideration. A judge and prolific publiases. In these five chapters he cogently ex-
intellectual allied with the Chicago Schoolptd#ins mortgabacked securities, speculative
Economics, Posner is-kvadlvn for develop- bubbles, and monetarist and Keynesian theories
ing economistic theories of the legal systemahdepression, all the while elaborating his view
eschew a focus on justice, relying insteadhanthe crisis was a result of the normal work-
incentives to encourage saialisable behav- ings of capitalism worsened by a late and inade-
ior. Having been such a vocal proponent of qomate government response. Significantly, for
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Posner the current financial crisis is not thetegt of low interest rates and extreme deregula-
sult of irrationality, greed, or stupidity on thmsn, it was only rational for individuals to stop
part of Wall Street; this was not a failure saiving, go deeply into debt, and involve them-
capitastut of the system itself. The inherestlves in risky new securities as long as all thesg
ofailured of capit alwers lmgalhaed profitable.t Bvdniseyng insa |t h e
monly acknowledged instability resulting frepeculative bubble and eschewing prudence if it
boom and bust cycles. Interestingly, thoughishde rigueur is declared rational by Posner;
argues that the main culprit of any depressiorh# is irrational is to get out early and forego
not the initial shock of the bubble bursting gutater income. Because we have no individual
rather the way the system adjusts to that shiockntive to promote the collective good and
In this instance, the bursting of the investnteos can create such chaos, the government
bubble driven by mortgaaeked securities must design a regulatory environment that in-
and subprime loans was far worse than it ceutds our own excesses will not destroy us. He
have been because of the government poliogmes financial stability a public good, justifying
nonrintervention. Posner lays blame on the fgivernment intervention in the market by paral-
ure of America's conservative administratiorisliog it with the right of the state to set speed-
step in to safeguard the collective good whamgitimits so as to prevent deaths. What Posner
was threatened by rational subjects instinctigetiius concerned with is finding ways for the
pursuing seffterest and profit. He blames thgovernment to interrupt this devastating down-
repeal of GlaSgeagall in 1999 as well as tear d spi r al of an invgstr
Feder al Reserveds wunwvhaltl iwiglnlessott omalke sé& h||] ng ¢
rates despite overleveraged banks and diss®asger would be increased taxes, intolerable
by the American public for making the situaiigitation, or Keynesian social programs that can-
worse. His fundamentalist |dmsezeco- not be suspended once the economy gets better
nomic policy is thus amended to a slightlylless s hor t |, oworsed6 woulfd ©b
idealistic position that admits the necessityerdd with the free market in any way not aimed
putting the government in charge of creataigts maintenance.
and maintaining the stable social context neces-
sary for the free market to flourish. To this end, the last third of the book is more
speculative and is where he assigns blame for th
Central to his analysis is an interesting reworisis in more detail, castigates economists for
ing of the foundational economic assumptiweir failure to predict its severity, and sketches
that selinterested action by individuals cotiie outlines of a few possible solutions for it.
lesces into the common good. As noted abdteugh Posner looks to Keynesian economic
Posner avers that individuals are rational, ufiidiicy for solutions, he only approves of public
-maximizing subjects, but for him it is preciselyrks projects and military expenditures that
this instinct that produces problems at tten be begun immediately, do not interfere with
macro level. What might be a reasonable Iig&iness profits, and can be suspended once thg
for an individual or single firm can aggregatenomy recovers. He also suggests increasin
into an unreasonable risk threat to social stalmiost imperceptibly the marginal tax rate of
ity, especially when the failure of one organilza-very top earners to fund these public work
tion (e.g., Lehman Brothers) can cause so rpapjgcts and using interest rates to encourage
others to topple. He argues that within a ctive right mix of saving and loaning. In each in-
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stance, the goal is to return our threatened roary generally are absolved of allegah
ket economy to stability without any fundameoenomic activity that precipitated the crisis,
tal reorganization. His version of governmeriesause they were merely acting as rational,
still minimalist though with its scope expanditity-maximizing subjects should be expected
to include preventative measures regarding ecdo in any setting where such drives are not
nomic stability so tohsgaingdnor mal 6 functionifng
the market economy can continue.

What is plastic here is the context, not the sub-
Posnerds book is vajeabbe mot i v auwiitymmba-.1 i Ty] &>
plain complex financial and economic phenomzing behavior or concern for the collective
ena clearly enough for novices to the field, dndd on the part of the individual is illogical for
on the whole it suffers precisely from the lacRagner. He does not explain, however, why this
complex theoretical engagement that makeslioalld be. How are individual motives so easily
text accessible to a general audience. Scheigrsed in through the carrot and stick of laws
familiar with the debates aborno economicuand interest rates yet so unmalleable that to try
and the problems of structure and order waitid inculcate economic prudence through edu-
find Ilittle of P o s n eatidn and aewgnstitugonst cannod wiefil? Her | n o
worthy. Even if he admits there arenbuiltmakes a double movement of acknowledging
flaws to capitalism and recants his most futida-contexlependent behavior of economic
mentalist laisdare principles, he does nosubjects but then quashes discussion of eco-
move far outside the realm of rational chaicenic behavior as learned by evacuating eco-
theory. Despite highlighting the constructedmessic subjects of any motivations other than
of a odepressi ono b yprofit méximization gndiolieying the lawh €apic  mp o
effect of economic downturn, a popular sendalam can be blamed and lawbreakers chastised
crisis, and a strong response by the governmémiot lavabiding capitalists who were merely
rather than any objective indicators, he doesatlotved to follow their instincts into too dan-
take an approach to the economy that ackngereus territory by an insufficiently strict state.
edges economic embeddedness or social\Were he to consider economic behavior as so-
struction. Rather, for Posner the social remaiasand not instinctual, he might not be so quick
an arbitrary setting in whicdmo economicu® dismiss a society built on the sober realization
pursues maximum profits utilizing the medmast a market cannot expand infinitely. Ironi-
available and effectively circumscribed by dally, in fact, he does not dismiss the possibility
and regulation. Looked at in terms of the probprudent concern for the collective but instead
lems of agency and order, Posner overestinatatzes these in a reinvigorated government,
the power of economic and government strereating a whole new theoretical tangle.
tures to circumscribe individual behavior by
paradoxically positing social actors as Wihs ner 86s recourse to tjhhe
driven by the instinct of profitximization lution to economic chaos is accompanied by his
and oversocialized in their adherence to Iaigre to confront headthe problem of how
and norms. This allows him to locate all flamdsamo econorsamuse expected to protect and
the macro level, either as essential aspecgsoaiote the collective good when occupying
capitalism or the result of government norgovernment positions if his normal mode of op-
volvement. Individuals in business and the eeation is seifterest. This is not a problem
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uni que to Posner 0s aitiog while halding & governmeatiposh and
one he acknowledges. He is unclear as tothag/why such regulation can be the solution.
those who will run the economic equivalent of

the CIA he proposes will suppress their instwitmately, the book may provide a concise nar-
tive rational setfterest and protect the collecrative of the rise and fall of the investment bub-
tive instead. In fact, he asserts at one pointlieatbut the reader gets no concrete takeaways
it was rational that the Fed did not prick thoe thinking anew about the operation of capital-
investment bubble that precipitated the crisig, let alone fixing this crisis or preventing
because they did not want to face public cersmuwther. For readers versed in economic sociol-
for ending the good times. His recourse isoty, it will not be worth slogging through these
objective experts, but he does not explain hboree hundred plus pages of occasionally dis-
or why they will be able to avoid the ideologjoaited prose unless you revel in hearng free
mystification he says prevented economists mamketeers suggest capitalism might be flawed
foreseeing the crisis. In the end, it seems aswfitheut denaturalizing it. In the last instance,
unwavering faith inPoecoromdisc man@ghtsatiren
is joined with an equally strong faith despésults in poorly formulated arguments and a
evidence to the contrary that individuals in gowstrating read for those who remember the
ernment can determine and protect the cddew Deal as another time when capitalists real-
mon good as long as they try hard enough.iTkee d t hat t he o0costo

mechanism that makes that happen is nevewdssa necessary business expense if they wantgd

cussed, wrecking havoc on his argument.tdli®tain their positions at the helm of the mar-
inattention to the meso level ways in whichkat economy.

dividuals learn to function in a market economy

prevents any explanation of how rational eco- Lotus Seeley, Accounts Editor
nomic man could learn to act counter to his in-
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AN INQUIRY INTO THE CULTURAL WEALTH OF NATIONS
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their traditional uses and origins. The more desftatdéed as a World Heritage Site by UNE
information the villager can provide, the gr&dteritiomic status of their landscape attracts to
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capital did for the Grameen Bank, symboliGaggitalHistory, University of Michigan

has done for the Culture Bank, utilizing symbolic

assets to ge+ledd&ihcent edclonn oQweinct rcaalp i Anmaer.iéc a, A pa
Crosby, ctounder, The Culture Bank of Mexico, Guatemala, Belize, Honduras, and El|sal-
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